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HOUSE BILL NO. 150 

INTRODUCED BY FABREGA, HUENNEKENS, WILLIAMS, FAGG, 
SIVERTSEN, VINCENT 

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE 

January 13, 1979 

March 12, 1979 

March 14, 1979 

March 15, 1979 

March 16, 1979 

March 17, 1979 

March 19, 1979 

March 26, 1979 

March 27, 1979 

March 28, 1979 

March 30, 1979 

IN THE HOUSE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill 
do pass as amended. Report 
adopted. 

Printed and placed on members' 
desks. 

Second reading, do pass. 

Considered correctly engrossed. 

Third reading, passed. 
Transmitted to second house. 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Committee recommend bill 
be concurred in as amended. 
Report adopted. 

Statement of Intent adopted. 

Second reading, pass con
sideration. 

Second reading, concurred in 
as amended. 

Third reading, concurred in 
as amended. 



March 30, 1979 

April 2, 1979 

April 3, 1979 

IN THE HOUSE 
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Returned from second house. 
Concurred in as amended 
with Intent statement. 

Second reading, amendments 
adopted. 

Third reading, amendments 
adopted. Sent to enrolling. 

Reported correctly enrolled. 
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A Bill FOR AN ACT ENTITLED: •AN ACT CHANGING THE METHOD OF 

TAXING BANKS AND SAVINGS AND LOAN ASSOCIATIONS FOR lOCAl 

GOVERNMENTS; REMOVING THE CORPORATION LICENSE TAX EXEMPTION 

FOR INTEREST FROM STATE AND LOCAl OBLIGATIONS; REPEAliNG THE 

TAX ON ~ONEYEO CAPITAL AND SHARES Of BANKS; PRDYIOING FUR A 

DIFFERENT METHOD OF COLLECTING AND DISTRlBUTIN~ CORPORATION 

LICENSE TAXES PAID BY BANKS AND SAYINGS ANO LOAN 

ASSOCIATIONS; AMENDING SECTIONS 1-6-ZObo 15-1-SOlo ts-a-104o 

15-B-111t 15-Z~-70lt ts-z...-sot, 15-ll-101t 15-31-11~. 

15-31-502:, 17-S-40Bt ZD-9-343t AND 3Z-1-413o MCA; REPEALING 

SECTIONS 15-6-106t 15-Zolt- SO 1 THROUGH 1S-2olt-S08o "NO 

15-Zolt-603t MCA; AND PROVIDING AN EFFECTIVE DATE.• 

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

NEW SECTION. Section l• Purpose. The leqisl<>ture 

recognizes that the property tax on •oneyed caoital and bank 

shares is an l•portant ele•ent In the tax bases of •any 

1 ocal governaents. Since, ho .. ever • thP cur rent •etho·J of 

valuing bank share~ has legal defects. m~y be causing the 

undercapitalization of Montana's banks, and iMposes an 

inequitable tax burden on so.e financial institutionS• the 
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legislature hereby repeals this tax. Banks and savings and 

loan associations .,ill be taxed on a •ore equitable basis, 

their net income. To 11ake their basis for computing net 

income co•parable to other businesses, the legislator~ 

repeals the corporation license tax deduction for inter~st 

on public obligations. To replace the property tax revenue 

lost to local governments• all corporation license taxes 

paid by banks and savings and loan associations Nill be 

collected by counties and distributed to the various local 

govern~nts• based on their current •ill levies. 

Section z. Section 15-31-101• MtAo Is amended to read: 

•15-31-101. Organizations subject to tax. (1) The term 

•corporation• includes as.sociationso joint-stock co01panies, 

co .. on-laN trusts and business trusts which do business in 

an organized capacity, and all other corporations .,hether 

created, organized, or existing under and pursuant to the 

laws• agreeaents• or declarations of trust of any stateo 

country, or the United States. 

( ll The ter11s •engaged in business• and "doing 

business• both mean actively engaging in any transaction for 

the ?Urpose of financial or pecuniary gain or profit. 

(31 Every corporation, except as hereinafter provided 

and except as provided ln 33-.2-705!51• engaged in business 

in the state of Montana shall annually pay to th~ state 

treasurer as a license fee for the privilege of carrying on 
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business in this state such percentage or percentages of its 

total net income for the preceding taxable year at the rate 

hereinafter set forth. In the case of corporations having 

inco.e froa business activity ~hich is taxable both within -and ~ithout this state, the license fee shall be aeasured by 

the net inca.. derived fro• or attributable to Montand 

sources as deterained under part 3. This tax is due and 

payable on the 15th day of the 5th aonth following the close 

of the taxable year of the corporation; howevero the tax 

becoaes a lien as provided in this chapter on the last day 

of the taxable year in ~hich the incoae was earned and is 

for the privilege of carrying on business in this state for 

the taxable year in which the incoae ~as earned. 

(4) Every bank organized under the laws of the state 

of Montana£ or of any other state£ end QL 

States ~ 

sayjngs and Jgan association gr~anjzed under the Jaws gf 

tbjs state or gf the United States ore ~ subject to the 

Montana corporation I icense tax provided for under this 

chapter. For taxable years beginninq on and after January lo 

1972o this subsection is effective in accordance with Public 

law 91-156, section 2 (12 u.s.c. 548).• 

Section 3o Section 15-31-114• MCAo is aaended to read: 

•15-31-114· Deductions allowed in coaputing incoae. In 

computing the net inco~e, the following deductions shall be 
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allowed froa the qross income received by such corporation 

within the year froa all sources: 

(1) All the ordinary and necessary e~penses paid or 

incurred during the taxable year 

operation of Its business and 

reasonable allowance for salaries 

in the aaintenance and 

properties• including 

for personal services 

actually rendered, subject to the li•itation hereinafter 

contained, rentals or other payaents required to be •ade as 

a condition to the continued use or possession of property 

to ~hich the corporation has not taken or is not taking 

title or In ~hich it has no equity. No deduction shall be 

·allowed for salaries paid upon vhlch the recipient thereof 

has not paid Montana state incoae tax; provld~d, however, 

that where domestic corporations are taxed on inc,~ derived 

froa without the state, salaries of officers paid in 

connection vlth securing such lncoae shall be deductible. 

(Z) (aJ All losses actually sustained and charged off 

within the year and not coapensated by Insurance or 

otnerwiseo including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business. such allowance to be determined according to the 

provisions of section lb7 of the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

depreciation shall be the same as the elections Made for 

federal income tax purposes. No deduction shall be allowed 

-It-
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fo~ any a•ount paid out fo~ any buildings, pe~•anent 

i•prove•ents, or bette~cents aade to increase the value of 

any p~ope~ty o~ estateo and no deduction shall be •ade fo~ 

any a.ount of expense of restoring property or •aking good 

the exhaustion thereof for which an allowance is or has been 

aade. 

(bt (I) There shall be allowed as a deduction fo~ the 

taxable period a net ope~ating loss deduction deter•in&d 

according to the p~ovisions of this subsection. The net 

operating loss deduction Is the aggregate of net operating 

loss ca~~yovers to such taxable period plus the net 

operating loss carrybacks to such taxable pe~iod. The ter• 

•net operating loss• .sans the excess of the deductions 

allowed by this section, 15-31-111to over the gross incoaeo 

with the •odiflcations specified In (lit of this subsection• 

If fo~ any taxable period beginning afte~ Oece•ber llt 1970, 

a net operating loss is sustainedo such loss shall be a net 

operating loss ca~~yback to each of the three taxable 

periods preceding the taxable pe~iod of such loss and shall 

be a net operating loss ca~~yove~ to each of the five 

taxable periods following the taxable period of such loss. A 

net operatinq loss fo~ any taxable period ending after 

Oece•be~ 3lo 197So in addition to being a net operating loss 

ca~ryback to each of the three preceding taxable periodso 

shall be a net operating loss carryover to each of the seven 
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taxable periods following the taxable period of such loss. 

The portion of such loss which shall be ca~~ied to each of 

the othe~ taxable years shall be the excesso if any, of the 

a•ount of such loss over the su• of the net inca.e for each 

of the prlo~ taxable pe~iods to ~hich such loss was carried. 

Fo~ purposes of the preceding sentence. the net income fo~ 

such prio~ taxable pe~iod shall be computed with the 

.adiflcations specified in (ii)[BJ of this subsection and by 

dete~•inlng the a.ount of the net ope~ating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net incoMe so 

co•puted shall not be conside~ed to be less than zero. 

Iii) The .odifications referred to in (i) of this 

subsection shall be as follows: 

(A) No net ope~ating loss deduction shall be allowed. 

(8) The deduction for depletion shall not exceed the 

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

.. thode 

lLI Any net operating lass~arried oyer to any t~~ 

years beginning after Oeceaber_Jl, 1978• •ust. be calculated 

under the proyisjons of this sPctjoo effectjye f~ 

taxable year fo~ whjch~etur~lming the net operating 

~a~ryoyer is filed. 

(iii) A net ope~ating loss deduction shall be allowed 

only with regard to losses attributable to the business 
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carried on Mithin the state of Montana. 

{ivt In the case of a •erger of corporations, thP 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

•erged corporations prior to the date of •erger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losse5 

sustained by the consolidated corporations prior to the date 

of consolidatiOA. 

(v) Notwithstanding the provisions of 15-3I-'531o 

interest shall not be paid with respect to a refund of tax 

resulting froa a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before Oece.Oer 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1• 

1971. 

(3} In the case of •ines, other natural deposits. oil 

and gas wellso and ti.Oero a reasonable allowance for 

depletion and for depreciation of improve.entsi such 

reasonable allowance to be deter•ined according to the 

provisions of the Internal Revenue Code in effect for th~ 

taxable year. All elections •ade under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and develop•ent costs and intangible drilling expenses for 
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corporation license tax purposes shall be the sa•e as the 

elections •ade for federal inco.e tax purposes. 

(4) The a•ount of interest paid within the year on its 

indebtedness incurred in the operation of the business fra. 

which Its inco.a is derived; but no Interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, •alntenanceo or i•proveaent of proper~y or 

for the conduct of business unless the inc~e fro• such 

property or business would be taxable under this part. 

tSt lntePest•ifte ... fr .. e~li~etiens of the stete or 

efty-poJitiee+-~Y+s+eft-or-~~~ty-~-th~-st~ 

t6tLil (a) Taxes paid within the year except the 

following: 

(I) Taxes l•posed by this part• 

(ii) Taxes assessed again5t local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or aeasured by net 

income or profits i•posed by authority of the govern.ent of 

the United States. 

(iv) Taxes imposed by any other state or country upon 

or •easured by net inco•e or profits• 

(b) Taxes deductible under this part shall be 

construed to include taxes i~posed by any county. school 

district, or •unicipality of this state. 

t~t~ That portion of an energy-rP.lated investeent 
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allowed as a deduction under 15-3~-103.• 

Section 4. Section 1S-31-50Zo MCAo is a•ended to reao: 

•15-31-502. Assess.ent and payaent of tax, penalty. 

and interest. All taxpayers shall co~pute the a.ount of tax 

payable under this chapter and shall re•it such a.aunt to 

the depart•ent of revenue• except a5 proyld&d jn (&ectlgn 

~ on or before the 15th day of the 5th aonth following the 

close of the taxable period. If the tax Is not paid on or 

before the due dateo there shall be assessad a penalty of 

10~ of the a•ount of the tax unless it is shown that the 

failure was due to reasonable cause and not due to neglect. 

lf any tax due under this chapter is not paid when due, by 

reason of extension granted or otherwise, Interest shall be 

added thereto at the rate of 9~ per annu• fro• the due date 

until paid.• 

NEW SECTION. Section 5, Banks and savings and loan 

associations special provisions for filing returns and 

pay•ent of taxes. (1• County treasurers shall collect 

corporation license taxes paid by banks and savings and loan 

associations. 

cz• Within 10 days after receiving a corporation 

license tax return fro• a bank or savings and loan 

associ at i ono the depart11ent of revenue sh,lll transoo it to the 

county treasurer of the county in which the business is 

located a stateaent showing its tax liability. To insure the 
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confidentiality of the returno as required under 15-31-507, 

the stateaent sent to the treasurer shall show only the na•e 

and address of the bank or savings and loan association ~nd 

its tax liability • 

(3J Within 5 days after receiving a corporation 

license tax state .. nto a county treasurer shall send to the 

business a de•and for payment in the aaount shown on the 

stateaent. 

(It) The bank or savings and loan association shall 

aake payeent to the county treasurer Nithin 5 days after 

receiving a deaand for payeent. 

(5) If the depart•ent of revenue deter•lnes, under the 

provisions of 15-31-503 and 15-31-531• that a bank or 

savings and loan association owes •ore taxes than shown on 

the original return or has paid .are than the tax, penalty• 

or Interest due In any year, it shall notify the bank or 

savings and loan association and the county treasurer of the 

county In which the business is located. Additional payment 

is due within 10 days after receipt of the final 

deteraination of taxes due. County treasurers shall issue 

warrants for overpayeent and interest, as provided in 

15-31-531. 

(6) The depart~ent shall continue to exercise all its 

duties and powers outlined in this title with respect to 

auditing returns and enforcing payment of the corporation 

-10- 1/.J,. ) ·' f.·~ .r ,_.... 
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license taxes owed by banks and sOJvings an1 loan 

associations. Any delinquent taxes collected fro• the sale 

of property of a bank or savinys and loan association u~der 

the provisions of 15-31-525 shall be transmitt~d tn the 

county in which the corporation owing the delinquent taxas 

is located. The only duties of the county treasurers in this 

regard are collecting the taxes. issuing refunds. and 

distributing the taxes to local taxing jurisdictions. 

NEW SECTION. Section b. Distribution of corporation 

license taxes collected by county treasurers• Ill All 

corporation license taxes collected by county treasurers 

shall be distributed to the various taxing jurisdictions 

within the county in which the bank or savings and loan 

association is located. 

(Z) The corporation license taxes collected shall be 

allocated to each taxing jurisdiction in the proportion that 

its •Ill levy for that fiscal year bears to tne total •ill 

levy of the taxing authorities of the district in which the 

bank or savings and loan association is located. 

(3) •Taxing jurisdictions• means• for the purposes of 

this section. all taxing authorities within a county 

per•itted under state law to levy mills against the taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located. 

141 If a return filed by a bank or savin~s an1 lo~n 
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association involv<'s t>r.~nches or offices in •ultiple taxing 

jurisdictions the departaent of revenue shall provide a 

aethod by rule for equitable distribution. 

HfM_}f~ Section 7. ~oneyed capital and shares of 

banks exeapt. (1) Moneyed capital and shares of banks are 

exeapt fro• taxation. 

IZI •Noneyed capital• •eans aoney• bonds, noteso ~nd 

other evidence of indebtedness. including evidence of 

lndeDtedness secured by 

property, in the 

a aortgage on real 

hands of individual 

or personal 

citizens and 

corporations co~inq into co•petltion with the business of 

national b~nks or eaployed in conducting a banking or 

investaent business. 

Section a. Section 7-6-?0bt MtA. Is aaendec to read: 

•7-6-206. Time deposits. (1) Such public eoney not 

necessary for la.-diate use by such county, city, or town 

which is not invested in direct obligations of the United 

States govern•ent as authorized in 7-6-ZO? •ay be placed In 

tiae or savings deposits with any bank.-~~ift~ &ftd +oeft 

e,se~at•OftY or savinqs and loan association in the county, 

city9 or town. 

(21 When more than one banky--btt++d+n~-eftd--toen 

e~~e+et•efty or savings and loan association is available in 

any county for the deposit of such county funds or in any 

city or town for the deposit of such city or town funds, 

-12-
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such funds aay be distributed ratably aaong 1ll of such 

banksy--bu++d+n~~·oeft-assoe+a~~ and savings ana loan 

associations qualifying therefor and substantially in 

proportion to the total property taxes paid during the 

preceding year in such county or the county in ~hich such 

city or tovn is 1ocated9-+ne+ad+~t~s-on-sheres-e+-&8n~ 

tteekY god the corpgratiop Jjcsnse taxes pajd by each ~ueh 

banky-~~~-~-~eeft--es~+et+~ or savings and loan 

association ~illing to receive such ti•e or savings deposits 

under the ter•s of this part. 

(3) In lieu of a ratable distribution a.ang banksy 

btt+'t-1t+ft'J---Mtd--+ea...--sfltettrt'+enh and savIngs and 1 oon 

associations within the countyo cityo or town, the local 

governing body aay solicit bids without advertising fro• any 

banky--btt+•d+ng--an~-1ean a.soc+at+efty or savings and loan 

association in a county having at least t~o such financial 

institutions. Such institutions aay request In writing that 

they be listed for solicitation on bids for public aon~y not 

necessary for iamediate use by the unit of local governeent. 

In counties having less than two such institutions. the 

local governing body •ay solicit bids fro• and deposit 

public aoney in such Institutions in neighboring counties 

unless the local financial institution agrees to pay the 

saae rate of interest bid by the neighboring financial 

institutions. The governing body •ay solicit bids by notice 
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sent by •ail to the invest.ent institutions whose names are 

listed as provided herein. The provisions of this 

subsection shall be considered as •eeting the requirements 

of subsection CZ).• 

Section 9. Section 1S-1-501o MCAo is a•ended to read: 

•15-1-501. Disposition of aoneys from certain 

designated license and other taxes. (1) The state treasurer 

shall deposit to the credit of the state gen~ral fund all 

aoneys received by hie fro• the collection of: 

(a) autoaobile driver's license fees under subsections 

(1) through (6) of 61-5-111; 

(b) electric energy producer's lic@nse taxes under 

chapter 51; 

37< 

(c) aetalliferous mines license taxes under chapter 

(d) oil producer's license taxes under chapter 36; 

(e) liquor license taxes under Title 16; 

(f) telephone license taxes under chapter 53; and 

(g) inheritance and estate taxes under Titlt 7lo 

chapter lb. 

the 

(Z) Seventy-five percent of all ~oneys received from 

collection of inco~e taxes under chapter 30 and 

corporation license and income taxes under chapter 31~ 

except as provided jn (sectjoo ~ shall be deposited in the 

general fund subject to the prior pledge and appropriation 
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of such inco.e tax and corporation license tax collections 

for the pay.ent of long-range buildinq progra• bonds. The 

re•aining Z5~ of the proceeds of the corporation license 

tax, excluding that collectgd under [sec~on~ corporation 

income tax, and Income tax shall be deposited to the credit 

of the earearked revenue fund for state equalization aid to 

the public schools of Montana. 

(3) The state treasurer shall also deposit to the 

credit of the state general fund all eoneys received by hi• 

fro~ the collection of license taxes. fees, and all net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code.• 

Section 10. Section 1'5-8-104o MCAo Is a•ended to read: 

•ts-8-1G4o Department audit of taxabl~ value costs 

of audit paid by county -- penalty for underreportinq. (l) 

When in the judgment of the director of revenue it Is 

necessary, audits ~ay be •ade for the purpose of deter~inin~ 

the taxable value of net proceeds of aines and oil and gas 

wellso ben~-~~ business inventories, and all other 

types of property subject to ad valore• taxation. The costs 

incurred by the depart.ent, including per die• and mileage 

expense as well as salaries and benefits. shall b<> 

reimbursed fro~ the aMOunt collected as a result of the 

audit. In the event the property subject to audit is 

assessed within two or ~ore counties. the department shall 
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allocate the cost arong the collections due each of the 

counties. Rel•burse•ent shall be •ade solely for audit 

expense and not tor other services provided to the counties 

by the d~part~ent and •ay not exce~d the a•ounts collected. 

(2') The taxable value of any underreported portion of 

any business inventory found as a result of an audit to have 

been underreported by the owner shall be increased by 2~% as 

a penalty for underreporting. 

131 The 25~ penalty •ay be waived by the depar~ent if 

reasonable cause for failure to report the total value of a 

business inventory Is provided to the depart•ent. 

(~) The cost of the audit shall be paid to the state 

treasurer for credit to the general fund.• 

Section 11. Section l5-8-l11o MCAo Is a•end~d to read: 

•t5-8-111. Assess•ent aarket value standard 

exceptions. (1) All taxable property must be assessed at 

100~ of its •arket value except as provided in subsection 

(51 of this section and in 1~7-111 through 15-7-114. 

IZ) Market value is the value at which property would 

change hands between a willing buyer and a willing seller, 

neither being unoer any compulsion to buy or to sell and 

~oth having reasonable knowledge of relevant facts. 

131 The departaent of revenue or its agents •ay not 

adopt a lower or different standard of value fro• market 

value in making the official assessment and appraisal of the 

-16-
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value of property In class one and classes seven through 

eighteen. for purposes of taxation, assessed value is the 

sa.e as appraised value. 

{ltl The taxable value for all property In class one 

and classes seven throuqh eighteen is the percentage of 

•arket value established for each class of property in 

15-b-102 and 15-6-108 through 15-6-119. 

(S) The assessed value of properties in 1S-6-l03s 

~04o 15=6=1Q5o ~~~~ 15-6-lOls and 15-6-120 is as 

follows: 

t-et Preeert!t -+ft--M-6-Hflpy- 11nller eta~ !I ~ i~ 

l!l~eM-O'f-bttek-'Y"I!I~tte-by-the •ei:l\>oe--ot:ee+Ht.ed-*'t 

1' 6 186 enilf t:he ~l!lftS-e~hereinw 

tbtl4l Properties in 15-b-103, under class twoo are 

assessed at 1001 of the annual net proceeds after deducting 

the expenses specified and allowed by 15-23-503. 

tetibl Properties In 15-b-10lto 15-6-105, and 15-6-120t 

under classes three, four. and nineteen are assessed at lOOt 

of the annual gross proceeds. 

tdi!ki Properties in 15-b-lOlt under class six, are 

assessed at lOOt of the productive capacity of the lands 

when valued for agricultural purposes. ~11 lands that meet 

the qualifications of 1~-7-202 are valu~d as agricultural 

lands for tax purposes. 

(b) land and the improve•ents thereon are separately 

-11-
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assessed when any of the following conditions occur: 

(a) ownership of the i•prove.ents is different fro~ 

ownership of the land; 

(b) the taxpayer •akes a written request; or 

{C) the land is outside an incorporated city or town. 

(7) The taxable value of all property in classes two 

through four and class six is the percentage of assessed 

value established in 15-6-103• 15-6-104. 15-6-105• t:~re~~ 

and 15-6-107• and 15-6-lZQ for each class of property.• 

Section tz. Section 15-Z4-70lo MCAo is amended to 

read: 

•15-2lt-T01. Production credit associations 

assess .. nt and pa.,..nt• (1) Every production credit 

association organized under the provisions of section 113ld 

of Title 1Z• United States Codes Annotated, shall be 

assessed for and pay taxes upon all real and personal 

property owned by such association~-a+se-ttpen-t~~-Mefteyerl 

el!lp+H+-ee,f.oyee-+~. !lae" llttS+ftes-sT-flSeft--~ -ee~+-- -i:e 

be--e~1"'t:tlf-fted--tty--dedae~g- -frewr -tM--ota:~tmt- -ef'-+oe n~.,. 

+fte+ttd-MI~-+01!1ns-~ed-by--or~4tft""-t"eM--est:e~_.,. 

perSOftftt--pr~t:yT--t:he-e.ettnt:~-saeft-+eens-d+~eottnted-end 

eny-Tn~edfteS~-repre~ent+ng--~y--boT1"owed--fOT--a~~--e~ 

•eneoed-e~~--5e+d-.afteJed-eep+t~-~~+-b~-t:e~~d-et:-t:he 

~~--re~--eftd--te-e--t~se.e-e+es5+~eet+on-es-~ner~-ef 

st:eek-+n-e nei: i onet-&etttt--or-.ene""~+t:-ar-ee•l ng -+nt:e 

-18- HB /50 
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~a~te~~~-eoapet~~~on-t~eTew~th. 

{2) The secretary or •anaging agent of every ~uch 

as~ociation shall furnish to the assessor of the county in 

which the principal office of such association is located, 

within 5 days after de~and therefor• a stateaent in such 

detail as the depart•ent of revenue or its agent eay 

require, verified by his oath• of the resources and 

liabilities of such association as disclosed by its books at 

the close of business on Dece•ber 31 of the preceding year. 

If such secretary or .anagtng agent shall fall to •ake the 

stateeent hereby required, the departaent or its agent shall 

forthwith obtain such lnforaation fro• any other available 

source, and for this purpose It shall have access to the 

books of such association. The depart•ent or its agent shall 

thereupon .ake an assesseent of the real estate and personal 

property owned by such association 

eep~te~eap+oyed-+n-tne-ba~~~-o+-~ueh-e~~oe~et+on, which 

assesswent shall be as fair and equitable as it eay be able 

to .ake froa the best infor•ation avai lab I eo or said 

assessor eay for the purpose of said assess•ent adopt the 

figures disclosed by any prior report aade by such 

association to any state or federal offic~r pursuant to any 

state or federal law. Any person required by this section to 

make the stateeent hereinabove provided who shall fail to 

furnish the saae shall be guilty of a misdeaeanor and shall 

-19-
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be punished accordin~ly.• 

Section 13• Section ts-z~-801• Mt•• is aaended to 

read: 

•15-l~-801. &a+t~~ Sayings und loan ~ssociations --

taxation. tt-t Every ba~-mut-tee-~ savlnqs and loan 

association subject to regulation under Title 3Zo chapter z, 

shall be assessed for and pay taxes upon all real and 

personal property owned by the association-end-e~e ~eon ~he 

•onere& ee~l~el ••pteyed -+n--~--~~~+n~s. 

eep+tel shell be eeeer~eined by dedactin~ fro•-Lhe e.aa~ 

bonds.-....,~s.---ene--o~ ewidences-af-+ndebt~ss of the 

· esseeietiolh inclee~-eridene•• of indelltedne!'l seeared -by 

-n~--~t--.ste~-or-~sonet.,repeTtl'"' the ••-ftt 

steftdin~~-eredit of the •e.aers-e+-en-essee~en n&&ft 

~ts-~-end BI'IJ htdell~lldness representi~ .. ,.., -llo1-f'OWed 

.__ ~•• es -n•ted--eepitelw 'fM- •one,ed -~~

esee"e+nea~he-l~be-tewed-ei:-t:M-se.--~e~e--end--telte--~ 

~--e+-s+f~+-en-es~M~-stoelt-+n-e net+~el benk e~ 

-yed---fltl'+te+-- ee•lug ~ -sabslentie~ eoepetit~ 

an association shall furnish to 

the depart•ent of revenue or its agent in the county in 

which the principal office of the association is located, 

vithin 5 days after deeando a condensed state•ent verified 

by his oath of the resources and liabilities of the 

association as disclosed by its books at noon on January 1 

-2o-
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in each year. If the secretary fails to •ake the statement 

hereby required, the depart.ent or its agent 5ha11 

l••ediately obtain the inforaatlon fro• any other available 

source, and for this purpose it shall have access to the 

books of the association. The depart•ent or Its agent shall 

thereupon eake an assess ... nt of the real estate and personal 

property owned by the association-8ftd-of-1:tte-.oft8yft-ei~p+te+ 

••ot oyed --+n--~--bttw+_,.__.__t-M--..-oe+-t~, Nh I ch 

assess ... nt shall be as fair and equitable as It may be able 

to •ake fro• the best inforaation available, or the assessor 

aay, for the purpose of the assessaento adopt the figures 

disclosed by any prior report aade by the association to any 

state or federal officer under a state or federal la.,. A 

person required by this section to aake the state-nt 

provided for In this section Nho falls to furnish It Is 

guilty of a •isdeeeanor. 

~~liM standing 11pon +u-~toou-~o-tite-e~ 

.W-ft-~-~tm-lt"Ssoe+ft+err-.Nt++--!te--ecmsl de red -8ft<! 

he~-es~he--+nd+Y+due+-ered+t-~-e&eft-eeMberw-E~ft-eeaber 

s~e++-.. ~-~sft8pes-fte+d-,y-ft+e-f8r-tex~ion-ot-the+r~8+ 

•e+t~e-+n-.eneyy-~-~fte-eou~y-~s-re~deneey-~e-~ee--os 

~her--ered+~--ere--++s~--e.eept-sh~res-+row-wh+eft-+oe~ 

hsye-be~de-or-aoftey-edvone~by-t~-es~oe+et+ony-en~--~ 

~o--sueft-~o~-~-~+-&e-+~-+or-tox~~-et-the-~ 

ee,.,-ve+..e-e.-the !I toetry-to-Oe-ese~..ed-by-~~--~1'1<! 
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+oen--froe--the--eesh--we+~of--the-shore~--•ssoe+ot+o~ 

o~red t~nder ~-eont~++e«-by-~+t+e-3~--ehe~~er--~v--ere 

Section 1~. Section 17-5-~08, HCAo is amended to read: 

•17-5-~08. Percentage of incoaeo corporatio~ license, 

and cigarette tax pledged. (1) The state pledges and 

appropriates and directs to be credited as received to the 

sinking fund account llt of all eoneya except as provided jo 

(section 6 of thjs actJ. received fro• the collection of the 

incoae tax and the corporation license tax referred to in 

15-1-501 and such additional a•ount of said taxes, if any, 

as •ay at any tiae be needed to comply Nith the principal 

and interest and reserve requlre•ents stated in 17-5-405(~)• 

provided that no •ore than llt of such tax collections shall 

be deeaed to be pledged for the purpose of 17-5-403(~). The 

pledge and appropriation herein Made shall be and remain dt 

all ti•es a first and prior charge upon all •oney received 

fro• the collection of said taxes • 

(ZJ The state pledges and appropriates and directs to 

be credited to the sinking fund account l5t of all aoney 

received from the collection of the 9-cent excise tax on 

cigarettes Nhich is levied• imposed. and assessed by 

16-ll-111(1). The state also pledges and appropriat~s and 

directs to be credited as received to the sinking fund 

account all aoney received fro• the collection of each of 

-22- Hl3 I~ u 



1 

l 

3 

4 

5 

6 

1 

B 

9 

10 

11 

ll 

13 

l4 

15 

16 

17 

16 

19 

zo 

Zl 

22 

Z3 

Z4 

25 

u: 0080/01 

the excise taxes on cigarettes which are levied, iaposed, 

and assessed by subsection (Z) and (3) of 16-11-111• as 

amended, after the pay.ent and redemption in full of thP 

outstanding bonds for which said taxes hdve h~retofore ueen 

pledged and appropriated or after the necessary funds have 

been set aside for such payaent and rede•ptlon as provided 

in this part. The state also pledges and appropriates and 

directs to be credited as received to the sinking fund 

account all •oney received fro• the collection of the taxes 

on other tobacco products which are or .ay hereafter be 

levied, Imposed, and assessed by law for that purpose, 

including the tax levied, i•posedo and assessed by 

16-ll-202• Nothing herein shall impair or otherwise aff~ct 

the provisions and covenants contained in the resolutions 

authorizing the presently outstanding long-range building 

progra• bonds. Subject to the provisions of the preceding 

sentence, the pledge and appropriation herein aade shall be 

and remain at all tiaes a first and prior charge upon all 

•oney received from the collection of all taxes referred to 

in this subsection (Z).• 

Section 15· Section zo-9-343• Me_, is aeended to read: 

•20-9-343. Definition of and revenue for stdte 

equalization aid. (1) As used in this titleo the ter• •state 

equalization aid• •eans those aoneys deposited in th~ 

ear•arked revenue fund as required in this section plus any 
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legislative appropriation of· •oneys fro• other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation progra•• 

(2) The following shall be paid into the earaarked 

revenue fund for state equalization aid to public schools of 

the state: 

(a) 25\ of all aoneys received fro• the collection of 

inca .. taxes under chapter 30 of Title 1§; 

(b) 25\ of all .oneys. except as groyjdeQ In [sectjgn 

6 of this act]• received fro• the collection of corporation 

license taxes under chapter 31 of Title 15o as provided by 

. 15-1-501; 

(c) 10\ of the •oneys received fro. the collection of 

the severance tax on coal under chapter 35 of T i t'i e 15; 

(d) 62 1/~ of the aoneys received froa the treasurer 

of tbe United States as the state's shares of oil• gas. and 

other einera1 royalties under the federal Mineral lands 

leasing Acto as a•ended; 

(e) interest and incoee •oneys described in zo-9-3~1 

and Z0-9-34tZ; 

(f) incoae fro~ the local iapact and education trust 

fund account; and 

( <J J in addition to these revenueso the surplus 

r~venues collected by the counties for foundation program 

support according to ZD-9-331 and Z0-9-333 shall be paid 

-24-
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into the same ear•arked revenue fund.• 

Section 1&. Section 3~-l-413. ~c~, is a~ended to re~o: 

•3Z-l-413. Borrowing .oney for capital purposes 

4 status of capital. Notwithstanding any other provision of 

5 law. any co•eercial bank• savings banko trust coepdnyo or 

6 investment coepanyo now in existence or which •ay he 

7 hereafter for•ed, shall have the power to borrow .oney for 

8 

9 

10 

capital purposes upon such teres and conditions as •ay be 

approved by the depart•ent and for this purpose eay issue 

capital notes or debentures therefor, such notes or 

11 debentures to be subordinate In right of payaent to the 

lZ payeent in full of all deposits of such bank, savings bank, 

13 trust coepany• or investeent co•pany• The a.aunt of eoney so 

14 borrowed shall be considered as capital for the purpose of 

15 detereining the •axieu• a•ount of aoney that eay be loaned 

16 by such bank, savings banko trust coepany. or invest~ent 

17 coepany to any person• partnership• or corporation and for 

18 the purpose of deter•lnlng the aaximu• aaount of aoney which 

19 such bank eay borrow and for all other purposes of bank 

zo capital as •ay be required by law.-ewe~thet-the-aeft~,--~ 

Z1 berrowe~---she+•---~~---+ft---aftY--e.~--be--e~+~~e~--+n 

l2 eseert~n+n~-the-ve+ue-end-a~e~~-c+-sheres-o~-eny--b~n~ 

Z3 for-tfte-purp~e-ef-~xet~.· 

24 

l"5 

Section 17. Repealer. Sections 15-6-106, 15-24-501 

through 15-24-508, and l~-Z4-603o MCAo are repealPd. 

-0!5-

z 
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Section l8o Effective date. This act is effective for 

taxable years beginning on or after Oece•ber 31• 1978. 

-End-

HB J s 0 
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STATE OF MONTANA 
REQUEST NO. --~§_::21_ __ 

-~ FISCAL NOTE 

Form BD-15 

" In compliance with a written request received __ ._!_l!_~lUary __ !.?. _ . ____ , 19 ?9_ _ , there is hereby submitted a Fiscal Note 

' for _Hol_,!se_]..!!l-_ _150 ---------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 

-' An act changing tlw method of taxing banks and savings and loan associations for local 
governments; removing the Corporation License Tax exemption for interest from state and 
local obligations; repealing the tax on moneyed capital and shares of banks; providing 

~ for a different method of collecting and distributing Corporation License Taxes paid by 
banks and savings and loan associations; and providing an effective date. 

· ASSUMPTIONS 

1) The present method of valuing bank shares is effective through 1978; however, for 
~ purposes of comparison,it is assumed to continue throughout the biennium. 

2) The historic growth in tax revenues from bank shares will continue throughout the 
biennium. 

, 3) The historic growth in saving and loan association and bank income will continue 
throughout the biennium. 

4) All Corporation License Tax collected from saving and loan associations and banks will 
go to local governments. 

5) The state levy is 6 mills for the university system. 

FISCAL IMPACT 

Corporation License Tax Collections 
under current law 
under proposed law 
Estimated Decrease 

6 Mill University Levy 
under current law 
under proposed law 
Estimated Decrease 

Total Revenue 
under current law 
under proposed law 
Estimated Decrease 

(CONTINUED ON PAGE 2) 

I'\' flO 

$35.00 M 
33.15 M 

($ 1. 85 M) 

$ .14 M 
0 

($ .14 M) 

$35.14 M 
33.15 M 

($ 1. 99 M) 

FY81 

$35.00 M 
33.00 M 

($ 2.00 M) 

$ .16M 
0 

($ .16 M) 

$35.16 M 
33.00 M 

($ 2.16 M) 

~.1£/~A~ r 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: //2 ~ /7 9 
I f 



----------------------------------------------------------------------~ 
STATE OF MONTANA 

REQUEST NO. 56-79 

FISCAL NOTE 
Form /H)-/5 

In compliance with a written request received January l9 ·-·, 19 ~?!L. , there is hereby submitted a Fiscal Note 

for House Bill 150 pursuant to Chapter 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

Background inform~tion used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

Page 2 

FUND INFORMATION 

General Fund 
under current law 
under proposed law 
Estimated Decrease 

Earmarked Revenue Fund 
(School Foundation Program) 

under current law 
under proposed law 
Estimated Decrease 

Sinking Fund 
under current law 
under proposed law 
Estimated Decrease 

6 Mill University Levy 
under current law 
under proposed law 
Estimated Decrease 

FY 80 

$22.400 M 
21.216 M 

($ 1.184 M) 

$ 8.750 M 
8.288 M 

($ .463 M) 

$ 3.850 M 
3.646 M 

($ .203 M) 

$ .140M 
00 

($ .140 M 

FY 81 

$22.400 M 
21.120 M 

(-1.280 M) 

$ 8. 750 M 
8.250 M 

<L,~SOO M) 

$ 3.850 M 
3.630 M -----

C§ _:220 M) 

$ .160 M 
00 

It is noted that revenues to the Public School Equalization Earmarked Revenue Account 
are used to support the Public School Foundation Program; therefore, any decrease in 
revenues to that accounting entity either (1) results in a decrease in the Foundation 
Program schedules, (2) requires additional support from other contributors to the 
Foundation Program (oil and gas royalties, corporation license tax, individual income 
tax, State General Fund appropriation, etc.), or (3) requires a state deficiency levy. 

Also, for all practicable purposes, revenue decreases to the Long-Range Building Sinking 
Account are decreases to the General Fund since collections in excess of debt service 
requirements are transferred to the General Fund. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ..... ___ . _____ ........... --. 

·~ 

<· 



~~-.------------------------------------------------------------------------------------------
STATE OF MONTANA 

REQUEST NO. 56-79 

FISCAL NOTE 

Form BD-15 

January 19 79 In compliance with a written request received ... ___ ----~-- ____ , 19 --·-- , there is hereby submitted a Fiscal Note 

for ·---~use_!! __ l_I __ _!_~Q ________ 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. 

EFFECT ON LOCAL GOVERNMENTS 
--~-- ---- --- -------------
Loca.l governments would lose $100,000 :i.n FY80 and $400,000 in FY81 if this 
proposal were to be enacted. Even though the total revenues to local govern
ments are almost the same, the money will not necessarily go to the same 
taxing jurisdictions as under the bank shares tax. In addition there will 
be no first half payment for property tax on bank shares in November 1979. 
The new tax will all be due in May. 

LONG-RANGE EFFECTS 

The state wl.ll lose over $2 M in Corporation License Tax from saving and loan 
associations and banks each year this bill is in effect. 

TECHNICAL NOTE -------- ---.. ---------

Corporations may be granted one to six month extensions, which could delay 
some payments to local governments into the next fiscal year. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: _ 



STATE OF MONTANA 
REQUEST NO. 56-79 Amended 

FISCAL NOTE 

In cornplian~:e with a written reqtwst rt~cf!ived MdrCh 14 , Hl 79 there is h1ne1Jy submitted a Fiscal Note 

fur ~9!1~1c~l I_lou: ;1~. R i I1 .1?.0 .. pursuant to Ch<.~PH!r 53, Laws of Montana, 1965 ·Thirty-Ninth Legislative Assembly. 

>Background information used in developing this Fistal Note is available from tlw Office of Budget and Program Planning, to members 

,pf the Legislature upon request. 

I >J·:SCHI I "I' I ON 

* 'I'h.i ~• proposed bi 11 chanqcs the method o I tax.inq bank~; and ~,;av.inqs and loan associations 
'for local qovcrnment:;; remove~; the corporation licen~;c tax exemption for .interest from 
J•t.J.te and .local obliqations; repeal~; the tux on moneyed capital and shares of banks; 
provide~; t:or a di ffercnt method of collect.inq and distributing corporation license taxes 
paid by banks and savings and loan at;~;oc.iations; and provides an effective date . . , 
1\SS!JMP'l'TONS 

.1) 'l,hl~ pre:;cut~ method of valuj.nq bank :;hare~; .i :; effective through 1978; however, for 
purpo:;c~; of comparison, it i~ as:;um01 to continue throughout the biennium. 

2.) •rhc hi~;toric qrowth in the revenue:; from bank shares will continue throughout the 
bicnnjum. 
'!'he historic qrowth i.n sav:ing and loan a~;:;ocintion and bank income will continue 
throuqhout t:he biennium. 

A) 'rhe corporation licen:;e tax co] ]ected from :;avimJ and loan associations and banks will 
o<' ::plit with BO't, qoing to Jocdl qovernmcntt; and 20't. qoing ·to the state. 

'i) '!'he ~·:tau~ levy i:; 6 millt; for thP univen:ity ::y:;tem. 

I•' l SCl\1. I Ml '1\C'.P «--------·-... 

Corporalion r,icen::e '!'ax Collection:; 
under curr1~nt law 
under proJXl: ;c.'<. I law 
E:; t i rna ted [lee rea:.;e 

... 
6 Mi 11 tJn.i ver:; i ty J,evy 

under current law 
under propo:;ed law 
Jo::;l: .i mated Decrease 

f'otal Hevenue 
' under current lilW 

under propo::ed 1 aw 
J·:::t.imaL1~d L>ecrea:;c 

(Continuvd on l'dqe 2) 

fo'Y HO 

$3':>.000 M 
34.3 lO M 

<§_~Q__kt) 

$ .14 M 
() -- -----------·------ --··-

( §____-1_~ __ 1'~) 

$3':>.140 M 
~4. no M 

-·-~---·-·--·----

( ~ __ .Hl 0 -~) 

FY Bl 

$35.000 M 
34.217 M 

($ .783 M) 

$ .16 M 
0 

($ .16 M) 

$3':>.160 M 
34.217 M -------

(j_.-:._943 M) 

, ~~~. v: it~HL./1::-") v.-" 
BUDGET DIRECTOR ./ 

1

~ 
Office of Budget and Program Planning 

Date: ... _ ?j_W_~_:.r __ _ 



STATE Of MONTANA 

FlSCAl NOTE 

In compliance with a written r~st re{:eived .March.1!4... , HI' .7.rt. , tl!lere is herehy sutwni>tted "' Fisci41· Nnre 

for ~ Amended Ho~.l.5..Q___ .. pursuant to Chapter 53, laws of Montana, 1965- Thwty-Ninth te9is~ative AssmnhiV. " 

Background information used in developing this Fiscal Note is a~latne from lihe· Office tJot Blotd~t and- P~ogJam Planning, to mlllmhers 

of the Legislature upon request. 

Page 2 

FUND INFORMATION 

General Fund 
under current law 
under proposed law 
Estimated Decrease 

Earma.rked Revenue ~,und 
(School Foundation Program) 

under current law 
under proposed law 
~stimated Decrease 

Sinking Fund 
under current law 
under proposed law 
Estimated Decrease 

6 Mill University Levy 
under current law 
under proposed law 
Estimated Decrease 

FY HO 

$22.400 M 
21.971 M 

( $ . 429 M)-

$ 8.750 M 
8.583 M 

($ .167 M) 

$ 3.850 M 
3. 776 M 

($ .074'M') 

$ .140 M 
0 

( $ . 140- M') 

$2"2 .400 M 
21.899 M 

($ . 501 M) 

$ H.750 M 
fl. 554 M 

($ . Jl% M} 

$ 3.B50 M 
3.764 M 

($ • 086 M) 

$ .160 M 

0 
($ .];60 M) 

Revenues from the Earmarked Revenue 1\ccouJ.J.t arc t.Wt~d to support the Publi·c School 
Foundation Program. Therefore,. any decrei:li::;e in revenues to that pne>gram· may necc:;:;i.Late 
additional support from other sources. 

EFFECT ON LOCAL GOVERNMENTS 

Local governments would lose $.1. 280 M' in FY-HO and· $1. 631 M· in FYB-1 if thi ~; propm:a•l' 
were to be enacted. There will also be a. redisttr.hbtltion ef revonue:=; amon~rst JocaJ 
governments as the monies will not. necessar i.1y qo to the ta~ing j.uri·sd~ic.tioru; in the 
same proportions as the bank share!-> tax.. There will b€l no first ha·J:f payment for pr'opert:y 
tax on bank shares in November 1979. The new tax will all be due i-n May. Corpor,d: ion~; 
may be granted one to six toonth extension:-;, which' c0uld dt~lay some paymentt; to l-ocal 
governments into the next fiscal year. 

LONG-RANGE EFFECTS 

The state will lose over $1 m.i:llion in co:cpovati;on. l ic~mse 
tax from saving and loan a~;: :o~~ i at: ion:; <.tnd b<HtR:; 1 •.wh- yt·•a.r 
this proposal is in effect uft:er ttw BO-BJ. bi(mnium •. 

(Continued on page 3) 

BUB6ET Dtfflie.T:tlY.R 

Offlee- of•. &Rf!Jiff" and'~ Planning; 

' 

~ 
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STATE OF MONTANA 

REQUEST NO. 56:-1...9_Amended 

.. FISCAL NOTE 

f•"oml Ul>-15 

In compliance with ·• written reqw~st received __ N<lrc;!:L-1.4. , 19 _79_ . there is hereby submitted a Fiscal Note 

ftir !\Jl!en<_i9~. _qou:;e -~i. ~~-- _1_'~0 _. ptllsuant to Chapter 53, L<1ws 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 

,..,f the Legislature upon mquest. 

f'aqe J 

'l'I':CIINTC/\J. NO'fi·:S 

<~t) ~;ect ion 5 start:-; on page 9 Une 17. 'I'h:i 1; 1a~ction has the returns first corning to the 
1;tat:<~ wid ch transmi b; the liability to the countiel>. The counties send a notice to 
the hank!; and 1;avj nq and loan a1;soc iations. The payment is then made to the county. 
Section 6 1;tartinq on page 11 line 10 then has the county treasurer remit monies to 
Llw ::Late. 'Phcrc arc~ 1;cveral laq:> and mull incp-; In these two sections. Administration 
wou.l d be much Cilli i er if the return and payment: came to the state, which is the 

2) .. 

current :-;ystem nndcr corporation 1 icen1;e tax. The ~;tate would then rerni t 80% of the 
payment to the count i c!;. 

Section 6 paragraph (4) lines 5-9 page 12 ha.c; monic~; from branches in more than one 
county to be distributed by a Department of HevenUL! rule. This should be changed to 
bra11che:-; in more than one location. 'I'here are several saving and loan associations 
with more than one branch in a county. This may cause a shortfall in revenues to these 
area:;. 

I'HEPAHF.D BY DKPARTMEN'l' Ol'' HJWENlll·: 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: . ______ _ 
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Approved by Committee 
on Taxation 

HOUSE Bill NO. 150 

INTRODUCED BY FABREGAt HUENNEKENSt WILLIAMS, FAGGt 

SlVERTSENt VINCENT 

BY REQUEST uF THE REVENUE OVERSIGHT COMMITTEE 

A BILL FOR AN ACT E~TITLEO: "AN ACT CHANGING THE METHOD OF 

TAXING BANKS AND SAVINGS AND LUAN ASSflCIAT!ONS FOR LOCAL 

GOVE~NHENTS; REMOVING TH~ CORPORATION LICENSE TAX EXEMPTION 

FOR INTEKEST FROM STATe AND LOCAL OBLIGATIONS; REPEALING THE 

TA~ ON MONEYED CAPITAL AND SHARES OF BANKS; PROVIDING FOR A 

DIFFERENT METHOD OF COLLECTING AND DISTRIBUTING CORPORATION 

LICENSE TA)(ES PAID BY BANKS AND SAYINGS AND LOAN 

ASSOCIATIONS; AMENDING SECTIONS 7-6-206, I5-1-501t 15-6-1D4t 

15-B-111• 15-24-701, 15-24-801, 15-.H-101, 15-Jl-ll4t 

15-31-502, 17-5-406, Z0-9-343• AND lZ-1-413t MCA; REPEALING 

SECTION~ 15-6-106, 15-24-501 THROUGH 15-24-508, AND 

15-24-60], MCA; AND PROVIDING AN EFFECTIVE DATE." 

Bf lT E~ACTED BY THE lEGISLATURE OF THE STATE OF MONTANA: 

~~_s~~llaUs Section 1. Purpose. The legislature 

reco·~n i zes that the property tdX on raone yed capita 1 dnd bank 

shares is an iaportant element in the tax bases of many 

local governments. Since, however, the current method of 

valuing bank shares has legal defects, may be causing the 

undercapitalization of ~ontana•s banks, an~ imposes an 
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HB 0150/02 

inequitable tax burden on so.e financial institutions• the 

l~gislature herBby repeals this tax. Banks and savings and 

loan associations will be taxed on a more equitable basis, 

their net onco.e. To raake their basis for co~puting net 

incoae comparable to other businesses. the legislature 

rep~dls the corpordtion license tdx deduction for interest 

on public obli~ations. To replace the property tax revenue 

lost to local govern•entst all corporation 1 icense taxes 

paid by banks and savings and loan associations will be 

collected by counties and distributed to the various local 

governaents, based on their current aill levies. 

Section 2. Section 15-31-101, MCAt is amended to read: 

•t<;-Jl-101. ·Organizations subject to tax. (11 The ter"' 

"corporation• inclu1es associations, joint-stock companies, 

co•mon-law trusts and business trusts which do business in 

~n organized Cdpdcity• and 311 other corporations whether 

cr~ated, or~aniLed, or existing under and pursuant to the 

la•s• dgrecmcnts, or declarations of trust of any Stdteo 

country, or the Unitdd States. 

(2) The terms •engaged in business• and "doing 

business" ooth m~an actively engaging in any tr~nsaction for 

the purpose of financial or pecuniary gain or profit• 

{J) Every corporation• except as hereinafter provided 

and e~c~pt as provided in 33-2-705{5)• engaged in business 

in the state of ~ontana shall annually pay to the stat~ 

-2- Hfl l<;Q 

S E C 0 N D R E A D I N G 



1 

2 

3 

... 

5 

6 

1 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Z3 

.24 

2S 

HB 0150/02 

treasurer as a license fee for the privilege of carrying on 

business in this state such percentage or percentages of it5 

total net income for the precedinq taxable year at the ratr 

hereinafter 5et forth• In the ca5e of corporations havinq 

inco•e froa bu~iness activity which is taxable both within 

and without this stateo the license fee shall b~ eeasured by 

the net incoae derived fro• or attributable to ~ontana 

sources as deterained under part 3. This tax is due and 

payable on the 15th day of the 5th sonth following the close 

of the ta~able year of the corporation; however, the tax 

beco~s a lien as provided in this,chapter on the last day 

of the taxable year in which tha inco~ was earned and is 

for the privilege of carrying on business in this state for 

the taxable year in which the incoae was earned. 

(ltl Every bank organi~ed under the laws of the state 

of ~ontana~ o~ of any other states oftd QL eyery--fte~+one~ 

beft~-or~en+red-ander-~he-+s.s of the United States ana_exeL¥ 

wlLio~_aoa_lgao __ .u~tiil.t.lilD-QU~IlOi..z.tuLu oltU-Lcb.!i:..lsllll~af 

Llli.iJU:t.L.QLlU..1be_l.!o.i1.tUL~nu ere i.i subject to the 

"ontana corporation license tax provided for under this 

chapter. For taxdble years beginning on and after January 1• 

l9T2o this subsection is effective in accordance with Public 

Law 91-156, se~tion Z (1Z u.s.c. 5481•" 

Section 3. Section 15-31-114• MCAo is amended to read: 

"15-31-114• Deductions allowerl in comp•Jting inco"'e• In 

-3- HR 150 
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COMPUting the net incoaeo the following deductions sh~ll be 

allowed fr~ the qross IncOMe received by such corporation 

within thP year fro• all sources: 

11) All the ordinary and necessary expenses paid or 

in~urred during tha taxable year in the maintenance and 

operation of its business and properties. includinn 

reasonable allowance for salaries for p~rsonal services 

actually rendered. subject to the liMitation hereinafter 

containado rentals or other pay•ents required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon wnich the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where doaestic corporations are taxed on income derived 

from without the stateo salaries of officers p~id in 

connection with securing such inc~e shall be deductible. 

(21 (a) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise. including a reasonable allowance for the wear and 

tear and oosolescence of property used in the tr~de or 

business, such allowance to be determined according to the 

vrovisions of section 167 of the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

de~reciation shall be the same as the elections made for 

-4- HB 150 
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federal income tax purposes. No deduction shall be ~!lowed 

for any amount paid out for any buildings. permanent 

improvements. or betterments made to incre~se the value of 

an1 property or estateo and no deduction shall be made for 

any amount of ~xpense of restorinq property or ~aking good 

the exhaustion thereof for which an allowance is or has been 

made. 

[b) [i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction deter~ined 

according to the provisions of this subsection. The net 

operatin~ loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The tere 

"n"t oper'lt i ng 1 oss" means the excess of the deductions 

allowed by this section, 15-31-ll~. over the gross income, 

with the modifications specified in (iii of this subsection. 

If for any taxable period beginning after December 31r 191Do 

a net operating loss is sustained• such loss sh~ll be a net 

operating loss carryback to each of the three taxoble 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 3lo l975o in addition to being a net operatin1 loss 

carryback to each of the three preceding ta~able periods• 
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~hal 1 ~e a net operating loss carryover to Pach of the seven 

ta~able periods followin~ the taxable period of such loss. 

The portion of such loss wnoch shall be carried to each of 

the other taxable year~ ~hall be the excess, if anyo of the 

a•ount of such loss over the su• of the net inca.e for Pach 

of the orior tax~bl~ periods to which such loss was carried. 

For purposes of the preceding sentence, the net incoRe for 

such prior taxable period shall be co•puted with the 

eodifications specified in (ii)(o) of this subsection and by 

deter•ining the a•ount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter• and the net income so 

co•puted shall no~ be considered to be less than zero. 

(ii) The modifications referred to in (il of this 

subsection shall be as follows: 

(AI ~o net operating loss deduction shall be allowed. 

(8) The deduction for depletion shall not exceed the 

amount which would be allo~able if computed under the cost 

me~hod. 

L~l--~ot-u~t_gp~gtio~la~~~r~~eL-t2-AQ~_taxaale 

~eaL~-~~luoio;_~fteL-~e~maeL-Jli-l~I81_m~t_~--~~ula~d 

Wl~L--1~-->U:Q~Ul!2U_Qf_t.bi~-~t.tiSU1-.JltltU;tiltJL.f12L-tlli! 

t..allil i:ll.L ¥-!illr --1slr-"' tl.irJJ_t b.L.u tltt.n A<I.Lmilul_t.~_oet-ll~.Lalio.Q 

~~-t.aLL¥-Q~eL_i~fileJ£ 

(iii) A net operating loss deduction shall be allowed 

-6- Hf\ 1~0 
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only with reyard to \osses attributable to the business 

carried on within the state of ~ontana. 

(iv) In the case of a merqer of corporation~. the 

survivinq corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

•erged corporations prior to the date of merger. 1n the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the d~te 

of consolidation. 

(v) Notwithstanding the p~ovisions of 15-lt-'5llo 

interest shall not be paid with respect to a refund of taK 

resulting from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction sha11 not be 

allowed with respect to taxable periods which ended on or 

before Deceaber 3lo 1970, but shall bP ~llowed only with 

respect to taxable periods beginning on or after January l• 

1911. 

(ll In the case of •ines, other natural deposits, oil 

and gas wells, and ti.Lero a reasonable allowance for 

depletion and for depreciation of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections •ade under the Internal Revenue 

~ode with resp~ct to capitalizing or expensinq exploration 
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and development costs and intangible drilling expenses for 

corporation license taK purposes shall be the sa•e as the 

elections •ade for federal inco~ tax purposes. 

(4) The acount of inte~est 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 

fo~ the purchase• maintenance, or improvement of property or 

for the conduct of business unless the income fro• such 

property or business would be taxable under this part. 

tSt--ln~re•~-+fte ... -fro•-ao++go~+ons-of-the--stst~--or 

ony-po++~+ee+-•wbd+w+s+on-or-.anie+~o++~y-of-the-s~etew 

i6tiil (at Taxes paid within the year except the 

following: 

{i) Taxes iaposed by this part. 

(ii• TaKes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iiil Taxes on or according to or measured by net 

income or profits i•posed by authority of the government of 

the United States. 

(iVI Taxes i•posed by any other state or country upon 

or measured by net income or profits. 

(bl Taxes deductible under this part shall b<> 

construed to include taxes imposed by any county• school 

district, or municipality of this state. 

-a- tl'l 1'50 
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invest .. ent 

s~ction 4• Section 15-31-502, MCAt is a~ended to read! 

"15-31-502·. Assessment and pay-nt of tax • penal t Y• 

and intere~t. All taxpayers shall compute the nmount of tax 

payabl~ under this chapter and shall remit such amount to 

the department of revenue~~~e~~~~ia~-in--l~~~tiQO 

2]~ on or before the 15th day of the 5th month following the 

close of the taxable period. If the tax is not paid on or 

before the due date• there shall be assessed a penalty of 

10% of the amount of the tax unless it is shown that the 

failure was due to reasonable cause and not due to ne~lect. 

If any tax due under this chapter is not paid when due, hy 

reason of extension granted or otherwise, int~r~st shall bP 

added thereto at the rate of 9' per annum fro• the due date 

until paid." 

~~~E~IID«s Section 5. B3nks and savings an~ loan 

associations special provisions for filing returns anrl 

payment of taxes. (1) County treasurers shall collect 

corporation license taxes paid by banks and ~avinqs ana loan 

associdtions. 

(2) 

I i cense 

Within 10 

tax return 

days 

from 

after receiving a corporation 

a bank or savings and loan 

association, the department of revenu~ sh~ll transmit to the 

county treasurer of the county in which the business is 
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located a statement showing its tax 1 lability. To insure the 

confodentiality of the return• as required under 15-31-507. 

th~ st~te~ent sent to the treasurer shall show only the na~e 

and address of the bank or savings and loan lS~ociation ~nrl 

its tax liability. 

(3) Within 5 days after receiving a corporation 

license tax statement• a county treasurer shall send to the 

business a de•and for payeent in the a•ount shown on the 

state•ent. 

(41 The bank or savings and loan association shall 

•ake payaent to the county treasurer within 5 days after 

receiving a de•and for pay•ent. 

(5) If the depart.,ent of revenue deter•ines, under the 

provisions of l~-3t-503 and 15-31-531. that a bank or 

savings and loan association owes •ore taxes than shown on 

the ori~inal return or has paid more than the taxe penalty• 

or interest due in any year. it shall notify the bank or 

savings and lo~n association ~nd the county treasurer of the 

county in wnich the business is located. •dditional payment 

is due within 10 days after receipt of the final 

d=eterm•n~Jt ion of tdX\.!S due. County tre.;o~urc-rs sh;1oll issuf?' 

warrants for overpay11ent and interr>st. as i)rOvi1e1 

15-31-531· 

lbl The depart~ent shall continue to exercise 111 

duties and powers outlined in this title with respect 

in 

its 

to 

-10- HS 150 
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auditing returns and enforcing pay.ant of the corpor~tion 

license taxes ow,.d by t.ankso dOd savinqs and loan 

as~ociations. Any del inqunnt taxes collected from th~ ~~lP 

of property of a bank or savinys and loan dSsociation under 

the provisions of 1S-ll-S2S shall ~e transmitted to th~ 

county in which the corporation owing th~ delinquent taxes 

is locat~d. The only dutie5 of the county treasurers in this 

re~ard ar~ collecting the taxes. issuing refundso and 

distributing the taxes to local taxing jurisdictions. 

~~~llQUa ~ection 6. Distribution of corporation 

license taxes collected by cou~ty treasurers. 11) All 

corporation license tax@S collected by county treasurers 

~hall be distributed 18-~l~OWING MANNER: 

.LAL..'-.QL_!:!USI .BE REHJ TllD._IO THE SIAIE Ill.f.!iUB.f.lLIO-llf 

ALLOCATED AS !BDYIDfQ_~~=l-SOlf2); ANP 

illl-liDL_!!UiL-BL-A~lfll to the various taxinq 

jurisdictions within the county in which the bank or ~avin1 s 

and loan association is locateo. 

( 2 t The corporation license taU!S c&'t-'1-ee~ed 

lll~I!UiU!IEILilliQ~&_~UiliU..llQ!l..J.llLlU shall be allocated to 

each taxing jurisdiction in the ~roportion that its •ill 

levy for that fiscal year bears to the total •ill levy of 

the taxiny authorities of the district in which the h~nk or 

~avings and loan association is located. 

(3) "Taxing ju~isdictions" means, fo~ the purposes of 

-11- 11!1 150 
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thi~ section• all taxing authorities within 

permitted under state law to levy •ills against the 

a county 

taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located • 

14) If a return filed by a bank or savings and loan 

association involves branches or offices in ma't-~+pte-~ex+"~ 

ja~+,~+e~+e"' MQSf lHAM OUf_~ the department of 

revenue shall provide a aethod by rule for equitable 

distribution AMPMG IMDSE CQUNIIES• 

~SEtllDN. Section To Moneyed capital and shares of 

banks exeapt. (1) Moneyed capital and shares of banks are 

exempt fro• taxation. 

(2) •Moneyed capital• means moneyo bondso notes, and 

other evidence of Indebtedness. including evidence of 

indebtedness !>ecured by 

property• in the hands 

a aortgage on 

of individual 

real or personal 

citizens and 

corporations co•ing into competition with the business of 

national banks or employed in conducting a banking or 

invest .. nt business. 

Section e. Section 7-E>-206o MtAo is amended to read: 

"7-6-206. Ti•e deposits. (1) Such public money not 

necessdry for iaaediate use by such county. cityo or town 

whicn is not invested in direct obligations of the United 

States government as authorized in 7-6-202 may be placed in 

time or savings deposits with any bankT--ha+:t-e+ng--en~--+een 

-12- H8 1'":10 
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e~~ee~e~~onT or savings and loan association in the county• 

cityy o~ town. 

[2) ~hen more than one banky--b~~ld~ng--end---toon 

e~~ee~o~~en• or ~avin1s and loan associ~tion is available in 

any county for the deposit of such county funds or in any 

city or town ~or the deposit of such city or town funds. 

such funds ~ay be distributed ratably among all of such 

banksT-b~~ld~ng-ond-loon-e~see+o~~ons• and savings and loan 

associations qualifying therefor and substantially in 

proportion to the total property taxes paid during the 

preceding year in such county or the county in which such 

city or town is located•-+nel~d+n~~e•es-on-s"ores--of--bonk 

~~oeky iHul.__tM~W:PQUtiJm~se taj(e~.u.g by each sue" 

banky-b~~?d+n9-end-?oon-o,~oc+o~+on• or savings and lo~n 

association willing to receive such ti•e or savinqs deposits 

under the ter•s of this part. 

(3) In lieu of a ratable distribution among banks• 

b~~ld+n9--&nd--loon--ossoe+e~+ons• ~nd savings and loan 

associations within the county. city. or towno thP local 

governiny body ~ay solicit bids without a1vertising from any 

banky-b~i•d+ng-ond-loon-essoc+e~+eno or savings and loan 

association in a county having at least two such financial 

institutions. Such institutions may request in writing that 

they ~e listed for solicitation on bids for public money no~ 

necessary for immediate use by the unit of local ~overnment. 
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ln counties having less than two such institutions, the 

local governing ~ody may solicit bids from and deposit 

public money in such institutions in neighboring counties 

unless the local financial institution agrees to pay the 

same rate of interest bid by the neighboring financial 

instotutions. The governing body may solicit bids by notice 

sent by •ail to the investment institutions whose names are 

listed as provided herein. The provisions of this 

subsection shall be considered as meeting the requirements 

of subsection (2).~ 

Section?. Section 15-1-501• ~CA, is amended to read: 

•15-1-501. Disposition of moneys from certain 

designated licens~ and other taxes. tll The state treasurer 

shall deposit to the credit of the state general fund all 

eoneys received by him from the collection of: 

tal automobile driver's license fees under subsections 

111 throuqh (6) of 61-5-111; 

lbl electric energy producer•s license taxes under 

chapter 51; 

37; 

(c) metalliferous mines license taxes under chapter 

(dl oil producer's 1 ocense taxes under Chapter 36; 

(e) liquor license taxes under Title 16; 

tf) telephone license taxes under chapter 53; and 

(;j) inheritance and est3te taxes under Title 72, 
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chapter 16. 

(2) Seventy-five percent of dll moneys received from 

the collection of i nco~>e tax"s under ch.-pter 3rJ an<1 

corporation license and inco~ taxes under chapter J1£ 

iUU~~-•U.-~I.Qlt.uiiHL.ia._L~~.t.i.WLfl'.U shall be deposited in the 

general fund subject to the prior pledge ~nd appropriation 

of such inco•e tax and corporation license tax collections 

for the pay.ant of long-range buildinq program bonds. The 

re.aining 2S~ of the proceeds of the corporation license 

tuo ntlwl~b.at ullut.U ALLDLHEO _lll__ltjf_ C.OU!fllU 

WUUIL- [sect;jon 6J• corporation ,incoee tax. and income tax 

shall be deposited to the credit of the ear•arked revenue 

fund for state equalization aid to the public schools of 

Hontana. 

(3) The state treasurer shall also deposit to the 

credit of the state general fund all •oneys received by hi~> 

fro• the collection of license taxes, feeso and all net 

revenues and receipts from ~11 other sources un<1er the 

operation of the ~ontana Alcoholic Severaqe Code.• 

Section 10. ~ection 15-8-104, HCAo is a~>ended to read: 

"15-8-104. Department audit of taxable value -- costs 

of audit paid by county-- penalty for underreporting. (1) 

When in the JUdg•ent of the director of revenue it is 

necessary, audits •ay be ma1e for the purpose of determinina 

the taxable value of net proceeds of ~ines and oil and gas 
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wellso be"k-s~eresy business inventories, and all other 

types of property subject to ad valore• taxation. The costs 

incurred by the department. including per diem and ~ileage 

expense dS w<:ll as salarie!i and benefits, shall be 

reimbursed fro• the aeount collected as a result of the 

audit. In the event the property subject to au1it is 

assessed within two or more counties, the department shall 

allocate the cost a•ong the collections due each of the 

counties. Rei•burse•ent shall be •ade solely for audit 

expense and not for other services provided to the counties 

by the depart•ent and •ay not exceed the amounts collected. 

(2) The taxable value of any underreported portion of 

any business inventory found as a result of an audit to have 

been underreported by the owner shall be increased by 25t as 

a penalty for underreportinq. 

(l) The 25~ penalty may be waived by the department if 

reasonable cau~e for failure to report the total value of a 

business inventory is provided to the department. 

(It) The cost of the audit shall be paid to the st~te 

treasurer for credit to the ggneral fund." 

Section 11. Section 15-B-111, HCAo is amended to read: 

"15-8-111. Assessment market value standard 

exceptions. (1) All taxable property must be assessed at 

100~ of its market value except as provided in subsection 

(5) of this section and in 15-7-111 through 15-7-114. 
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(2) ~arket value is the value at which property would 

change hands between~ willing buyer and a willing seller. 

ne1ther beinq under any compulsion to buy or to s~ll and 

both having reasonable knowledge of relevant facts• 

(3) The department of revenue or its agents say not 

adopt a lower or different standard of value fro~ m~rkct 

value in making the offitial assesslll<!nt an<l apprais"l of the 

value of property in class one and classes seven through 

eighteen. For purposes of taxation, assessed value is the 

same as appraised value. 

(4) The taxable value for all property in clas., one 

and classes seven through ei~hteen is the pertentage of 

market value established for each class of property in 

15-b-1u2 and 15-&-108 through 15-b-119. 

(5) The assessed value of properties in 15-6-103~ 

l2=2~~1-l2~~Q~ ~hre~~h 15-6-1071 and 15-6-120 is as 

fall o"s: 

tet--P~epe~~y---+n---t5-&-t96y--~nder--e~e~~--f+yey--?~ 

e~~e~~ed-e~-t99,-ef-beek-•e~ue-by-~he-methed-e~tebt+~hed--+n 

t5-b-t6&-end-the-~ee~?en~-e+~ed-thereYn• 

tbt.UU Properties in 15-b-103, under class t"'o' -He 

assessed at 100~ of the annual net proceeds after deducting 

the expenses specified and allowed hy 15-23-503. 

tetibl Properties in 15-&-104, 15-b-105, and 15-b-120• 

under classes three, four, and nineteen are assessed at 100\ 
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of the annual gross proceeds. 

td~i£i Properties in 15-&-107, under class sixt are 

assessed at 100\ of the productive capacity of the lands 

when valued for aqricultural purposes. All lands that ~eet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(6) Land and the improvements thereon are separately 

assessed when any of the follo..,ing conditions occur: 

(a) ownership of the iaprovements is different from 

ownership of the ldnd; 

(b) the taxpayer makes a written request; or 

(c) the land is outside an incorporated city or town. 

(7) The taxable value of all property in classes two 

throuqh ~~L--~ad--~~~~ six is the p~rcentage of assessed 

value established In 15-6-103~_1~~--l~~ ~hreagh 

~~ 15-6-1071-QQQ_l~~~ for each class of property.• 

Section 1la Section 15-24-701, ~CA, is amended to 

read: 

•tS-24-701. Production credit associations 

asse5>s.ment and payment. tt~ fvery production credit 

associdtion or~aniz~d undPr the provisions of sPction 113ld 

of Tit1~ 12, United States Codes Annotated, shall bP 

assessed for and pat taxes upon all real and personal 

~rop~rty owned bf such ~Ssociation-~~d-el~o-~pon-the-moneyed 

eepftel--emp~eyed--+n-s~~k-ba~~~e~~T-~~eh-men~y~d-e~pfte~-to 
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bp-eseer~a~ned--by--dedae~~ng--•r••--~ne--e•eaet--of--toans? 

~eetad~eg--4aons--seeared--by--mer~~eqe--an--rea4--estote-or 

persono+-proper~yw-~he-a.eant-ef-sa~h-te~ns--diseoo~ted--~~d 

eny--~ndebtedftess-~represen~ing--aoney--borrowed--for-ose-os 

.aneyed-eap?tetw--Seid-•oneyed-eop+te+-snatt-be-ta~ed-ot-tne 

saMe-rate-and-take-the--sa•e--~tassffieotfee--as--shares--of 

stoek--?e--a--net?oeet--bank--or-•oneyed-ea~itet-eo•?nq-+nto 

sabstent+a+-eeep.t+t~on-~herewftho 

tit--Jhe-seere~ery-or--aeneg+ng--ageftt--ot--ewery--saeh 

assoeiotf&e--she++--farn?sh-to-the-assessor-of-the-eoanty-+n 

wh+eh-~he-pr+ne+pat-.. fiee-of-soeh7essoe+at+on--+s--toeoted9 

w+~h+n--S--doys--efter--d .. end-~hereforw-o-stote•ent-fn-saeh 

deteft-os--the--depor~.eftt--of--rewenae--or--its--oqent--aey 

re~+rew---weriffed--by--hfs--o~hw--of--the--resoarees--ond 

t+ab+t+t+es-of-soeh-assoe+~+on-os-eise+osed-by-+ts-books-ot 

the-etose-of-bas?ness-on-9eeeaber-~t-of-the-preeed+ng--yeorw 

tf--soeh--seeretory-or-•enagfng-egent-shott-foft-to-.ake-the 

StOte•en~-hereby-reqairedw-the-deoortMent-or-fts-ogeet-sho44 

forthw+th-obte+n-soeh-+nfor•ot+on-fro•-any--other--ewe+tobte 

sooreew--~d--for--this--porpose-it-snett-hewe-oeeess-~o-the 

books-of-soeh-essoeietfonw-fhe-de~ertMent-or-~~,-~~~e~-s~e+t 

thereopoft-MOke-en-o8ses8 .. nt-of-the-ree~-estote-and-persoeet 

pro~erty-owned--by--soeh--essoeiat+on--and--of--the--moneyed 

eep+to+--em~+eyed-+ft-the-ba~Tness-ef-~uen-es~oe~~t~ony-wh~eh 

ossess .. nt-s~ett-be-os-fair-end-e~aitabte-as-it-~ay-~e--e~te 
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~e--•eke--fro•--the--best--+nfer•ot+on--e•a++ab+ey--or--so+d 

ossessor-mey-for-the-~arpese-ef-se+d--essess .. ftt--odo~t--the 

t+gares---d+seto8ed---by--a"y--pr+o~--repe~t--mftde--by--~ueh 

ossoe•etfon-ta-eny-stete-e~-fed&re+-off+eer-pursooftt-to--eny 

stote-er-federet-+oww-•ny-person-reqa+red-~y-thTs-s~et+on-to 

•oke--tne--state•ent--here+fta~o•e-prov+ded-who-s~att-fo+t-to 

fa~n•sh-the-s .. e-she++-~e-~~++ty-ef-o-m+sde•eefter-ond--shat+ 

be-pun+s~ed-oeeerd+n9+r•• 

Section 13. Section 15-2't-801o MCAo is amended to 

read: 

•15-24-801• &u++d+ng ~~ and loan associations 

taxation. t~t Every ~o+td+ng-and-+oan-er savings and loan 

dssocidtion subject to regulation under Title 32• chapter 2. 

shall be assessed for and pay taxes upon all real ~nd 

personal property owned by the association-end-ot8o-apon-the 

•ofteyed--ee~+t~--e•p+eyed--+n--the--bas+ness. J~e-moneyed 

eep+tet-shott-be-eseerte+eed-by-deduet+ng-from-the-emouet-of 

bondsw-notesw-Oftd-other-ev+denees--af--+ndebtedness--o+--the 

essee+ot+eftw--+ne+od+ng-evidonees-of-+ftdebtedness-seeured-~y 

•ert,ege-on-rea+-estate-or--persofte+--p~epe~tyT--t~e--emoant 

stendfftg-te-tho-ered+t-of-the-members-of-on-e8see+et+on-epon 

+ts--books--end-efty-+ftdebtedness-represent+n9-•oney-~orrowed 

fo~-use-os--moneyed--eop+tetw--f~e--•oneyed--eep+tot--e8--so 

eseerto+eed--shott--be--te~ed--ot-the-8efte-rate-end-teke-the 

seme-etoss+fieotToe-e8-shores-of-stoek-+n-e-n~t+o~o+-~enk-~~ 
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~oft~y~d--~ep~te+---eOM~ftg---+ftto---~ab~toftt+e+---eeMpet+t+eft 

t"~rewttnw The secretary of an association shall furnish to 

the Department of revenue or its agent in the county in 

which the principal office of the association is located• 

within 5 days after demand, a condensed statement verified 

by l1i s oath of the resources and I iabilities of the 

associdtion as disclosed by its books at noon on J~nuary 

in each year. If the secretary fails to make the statement 

hereby required, the depart•ent or its agent shall 

tmmediately obtain the information fro• any other av~ilable 

source, and for this purpose it shall have access to the 

books of the association. The department or its agent shall 

thereupon •ake an assess•ent of the real estate and personal 

~roperty owned by the association-oftd-o~-t"e-moneyed-~eptte+ 

e•p+oyed--tn--t~e--bd~+ness--o~---t~---e~~oe+et+ono which 

assessment shall be as fair and equitable as it •av be able 

to make from the best information available• or the assessor 

may, for tne purvose of the assessment• adopt the figures 

disclosed by any prior report •ade by the association to any 

state or federal officer under a state or federal law. A 

~erson required ~y this section to make the st1te~ent 

provided for in this section who fails to furnish it is 

guilty of a ~isdemeanor• 

t~t--fke-emoa~~-~tondtng-apel'l-+ts-book~-to--t~e--er~~t~ 

of--eo~k--me•be~--of--e!'l-e~~oe+e~fon-sno++-be-eeft~~dered-el'ld 
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"eld-os-t~e-+ndfyfeuol-e~ed+t-of-eoe"--•emb~rw--E"e~--~e•ber 

~~e+l-l~st-t~e-~nor~~-~e+d-by-h+m-fo~-texot+el'l-ot-the+r-reo+ 

yelae--~n-•oneyw-tn-t~e-~oanty-of-~+~-re~fdeneew-t~e-~eme-~~ 

o~her-cred+ts-ore-lt~tedy-exeept--~here~--frOM--whteh--toon~ 

hsye--bee!'l-eode-or-mo!'ley-edYo!'leed-by-~he-e~~octet+ofty-ond-e~ 

to-sac~-~"o•e~-t"ey-~het+-be-++~tee-for-toxet~on-et-t"e--net 

eosh--yetue-of-t~-stoekw-to-bc-o~~erto+ned-by-dedaet+l'l~-t~e 

toon--fro~--the--ee~k--welae--of--the--~kere~w--A~~o~totton~ 

orgon~~ed--aftder--or--eontro++ed-by-f+t+e-3~T-e~o~ter-~y-ore 

~abjeet-to-texettel'l-tn-fto-other-woyw" 

Section 14o Section 17-5-40At MCAt is a•ended to re3d! 

"17-5-408. Percentage of income, corpor~tion license. 

and cigarette t~ pledged. {11 The state pledges and 

appropriates and directs to be credited as received to the 

sinking fund account 11~ of all •oney~ excegt ~LQyjded jo 

~~~Ligo_~~L_tbLi_a~l1 received from th~ collection of the 

income tax and the corporation license tax referred to in 

15-1-501 and such additional amount of saio t~x~s• ; f any, 

as ~ay at any time bP needed to comply with the principal 

and int~rest and reserve requirements stated in 17-5-405(4)• 

provided tnat no ~ore than 11\ of such tax collections shall 

be deemed to be pledged for the purpose of 17-5-403{2). The 

pledge ana appropriation herein made shall be and remain at 

all times a first and prior charge upon all money received 

from the collection of said taxes. 
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(2) The state pledges and appropriates and directs to 

be credi~ed to the sinkinq fund account 15~ of all ~oney 

received from th~ collection of the 9-cent ~xcise tax on 

cigarettes which is leviedo ieposedo and assessed by 

1b-ll-lll(l)o The state also pledges and appropriates and 

directs to be credited as received to the sinking fund 

account all eoney received fro~ the collection of each of 

the excise taxes on cigarettes which are leviedo i•posedo 

and assessed by subsection 12) and (3) of 16-11-111• as 

a~ndedo after the pay.ant and rede~~tion in full of the 

outstanding bonds for which said ~axes have heretofore been 

pledged and appropriated or after the necessary funds have 

been set aside for such pay•ent and rede~ption as provided 

in this part. The state also pledqes and appropriates and 

directs to be credited as received to the sinking fund 

account all .oney received fro• the collection of the ta~es 

on other tobdcco products which are or may hereafter be 

levied• i•posea, and assessed by law for that purpose. 

including the tax 1 ev i edo iMposed, an~ assessed by 

lb-11-202. Nothing herein shall i•pair or otherwise affect 

the provisions and covenants contained in the resolutions 

authorizing the presently outstanding lonq-range building 

proqram bonds. Subject to the provisions of the preceding 

sentence, the pledge and appropriation herein made shall be 

and reMain at all times a first and prior charge upon all 
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•onet received fro• the collection of all taxes referre~ to 

in this subsection 12)•• 

Section 1~• Section 20-~-JitJo "CAo is amended to read: 

"20-9-31t3o Definition of and revenue for stat~ 

equalization aid. (1) As used in this title, the term "state 

equalization aid• .eans those •oneys deposited in the 

earmarked revenue fund as required in this section plus any 

le9islative appropriation of moneys from other sources for 

di~tribution to the public schools for the purpose of 

~qualization of the foundation program. 

{2) The following shall be paid into the earmarked 

revenue fund for state equalization aid to public schools of 

the state: 

cat 25~ of all eoneys received fro• the collection of 

inco .. taxes under chapter 30 of Title 15; 

{b) 25' of all .oneyso except U-QLWtiOJHLin-Ull~ml 

6__gt this actJ• received from the collection of corporation 

license taxes under chapter 31 of Title 15, as provided by 

1'5-1-501; 

(CI 10' of the eoneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) b2 1/Z~ of the moneys received from the treasurer 

of the United States as the state's shares of oilr gas. and 

other mineral royalties under the federal ~ineral lands 

Leasin~ Acto as amended; 
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(e] onterest and income moneys described in Z0-9-341 

and 20-9-342; 

(f) income from the local impact and education trust 

fund account; and 

(,jl in addition to these revenues, the surplus 

revenues collected by the counties for foundation program 

support according to zry-9-331 and 20-9-333 shall be paid 

into the same earmarked revenue fund.• 

Section lb. Section 32-1-~13, MtAo is a .. nded to ~ead: 

"32-1-413· Borro~ing money for capital purposes 

11 status of capital. Notwithstanding any other provision of 

12 la~. any cummercial bank, savings bank• trust compa~y• or 

13 investment company, now in existence or which may be 

14 hereafter formed, shall have the power to borrow money for 

15 capital purposes upon such terms and conditions as Eay be 

16 ap~roved by the depart~ent and for this purpose may issue 

17 capital notes or debentures therefor, such notes or 

18 debentures to be subordinate in riqht of payment to the 

19 ~ayment in full of all deposits of such banko savings banko 

20 trust company• or investment company. The ~mount of money so 

21 borrowed shall be considered as capital for the purpose of 

22 determining the maximum amount of money that may he loaned 

23 by such bankt savings bank, trust company, or investment 

24 company to any person, partnership, or corporation and for 

25 the purpose of determining the maximum amount of ~oney which 
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such bank may borrow an~ for all other purposes of bank 

capital as may be required by law~-eweep~-~~s~-~~e-.en~y-~o 

borrowee--s~e~•--no~--~n--ony---e•ent---be---eo"~~deree---~n 

sseer~e~"~"q--t~e-.s~ue-o"e-es~e~s.ent-of-s~eres-ot-e"y-benk 

for-t~e-pur~o~e-of-toxet~on•• 

Section 11. ~epealer. Sections 15-6-106, 15-Z't-501 

through 15-24-~08, and 15-24-603• MtAt ar~ repealed. 

Section 18· Effective date. This act is effectiv~ for 

taxable years be~inniny on or after December 31o 1978. 

-End-
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STATEMENT OF INTENT RE: HB 150 

In granting the Department of Revenue rule-making 

5 authority in section 6(4)t the Senate Taxation Committee 

7 

R 

intends that the distribution be based on a comparison of 

total assets or total resources attributable to the branch 

as opposed to total resources of the main office or 

9 according to some other equitable means of determining the 

11) distribution. 
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HOUSE BILL NO. 1~0 

I NTROOIJC.ED BY FABREGAo HUENNEKENS, WILL lAMS, FAGG, 

SIVERTSE~o VINC.E~T 

BY REQUEST uf THE REVENUE OVERSIGHT C.OMMITTEE 

A BILL FOR AN AC.T E~TITLED: "A~ AC.T C.HA~GING THE METHOD OF 

TAXING BANKS AND SAVINGS AND LOAN ASSOC.lATIONS FOR LOC.AL 

GOVERNMENTS; REMOVING THE C.ORPORATION LIC.ENSE TAX EXEMPTJO~ 

FOK INTEREST FROM STATE AND LOC.AL OBLIGATIONS; REPEALJNG THE 

TAX ON HONEYED C.APlTAL AND SHARES OF BANKS; PROVIDING FOR A 

DIFFERENT METHOD OF C.OLLECTING AND DISTRIBUTING C.ORPORATION 

li C.ENSE TAXES PAID BY BANKS AND SAVINGS AND LOAN 

ASSOC.IATIONS; AMENDING SECTIONS 7-6-206, 15-1-50lt 15-8-10~, 

l~-8-lllo 15-24-70lt 1~-24-801. 15-:H-lOlo 15-31-ll'tt 

15-31-502t 17-5-408, 20-9-343, A~D 32-1-413, MC~ REPEA~ING 

SECTIONS 15-b-106, 15-24-501 THROUGH 15-24-508, AND 
I 

l5-24-603o HCAi AND PROYIOING AN EFFECTIVE DATE.• 

of IT E~ACTEO BY THE LEGISLATURE OF THE STATE Of MONTANA: 

~~_s~tllQ~ Section 1. Purpose. The legislatu!"e 

,-ecoynizes that the property tax on •oneyed capital and bank 

shares is an i•pol"tant element in the tax bases of many 

local governmentS• Since, howevero the cu,-rent m~thoJ of 

valuing bank shares has legal defects, may be causing the 

undercapitalization of ~ontana's banks, an1 imposes an 
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in~Quitable ta~ burden on some financial institutions. the 

legislature her~by repeals this tax. Banks and savings and 

loan associations will be taxed on a more equitable basiso 

th~ir net onco~. To make their ~asis for computing net 

incoae comparabiQ to other businesses, the legislature 

repeals the corporation license tax deduction for interest 

on public oblijations. To replace the property tax revenue 

lost to local qovern•entso ~11 corporation 1 icense taxes 

pai~ by banks and savings and loan associations will be 

collected by counties and distributed to the various local 

yovernmentso based on their current mill levies. 

s~ction 2. Section 15-31-101, ~CA, is amended to read: 

"15-31-101. Vryanizations subject to tax. (1) The term 

•corporation• inclu1es associations, joint-stock companies. 

common-law trusts and business trusts which do business in 

an organized capacity, and all othP.r corporations whether 

cr~ateJ• crjanizedo or existing under and pur~uant to the 

laws, agree~dntso or declarations of trust of any state. 

country• or the Unit~d St~tes. 

121 The t...:-rms. "engaged in business" and "doing 

~u~in~~~" oo~h m~~n actively engdqing jn ~rly tr~nsaction for 

the purpose of financial or pecuni<>ry g,,in or profit. 

tJ) Llll..:-~ 1 -··HVVI o.J"ll:...~.,., .axcept as t1-ateinaft2r pr-0-vided 

and exc~pt a& ~rovided in 33-l-705(5), eng3ged in business 

in tne state of "ontana shall annually p3y to the st~te 

-z- HR J<;Q 

T H r R D R E A D I N G 



~ 

2 

1 

(o 

'j 

b 

1 

8 

9 

10 

1l 

12 

ll 

l(o 

15 

16 

11 

18 

19 

zo 

Zl 

22 

23 

24 

zs 

Hf! ntS0/02 

tre~surer a5 a license fee for the privi1eqe of carrying nn 

bu5iness in this state such percentage or p~rcentages of its 

total net income for the precedin1 taxable year at the ratP 

hereinafter set forth. In the case of corporations havinq 

incoae fro• business activity which is taxable both within 

and without this state, the license fee shall bP •easurP.d by 

the net incoae derived froso or attribut.lble to '~ontan~ 

sources as deter•ined under part 1. This tax is due and 

payable on the lSth day of the Sth month following the close 

of the taxable year of the corporation; however• the tax 

beco.es a lien as provided in this, chapter on the last day 

of the taxable year In which the incoae was earned and Is 

for the privilege of carryinq on business in this state for 

the taxable year in which the inco~e was earned. 

C(oJ Every bank organized under the laws of the state 

of Montana£ or of any other state~ en6 QL ev~ry--ne~~ona• 

beAk-or~en•red-ander-~"•-•••s of the United States aod-~L¥ 

WUQQL._llWL._J.Q.ul_ -<U~Ull1i.QD-_l:l~4nU~!Lu Dilu J.~--l.aiol i_Q! 

tb.UJt.AU-AL.IlL..tbe...Jlo.lttbi_.U.rt&:. 11re u subject to the 

Montand corporation I icense tax provided for un~er this 

chapter. For taxdble years begonninq on and after Janu~ry lo 

1912, this subsection is effective in accordance with Public 

Law 91-1'o' section l (12 u.s.c. ~(o~J.• 

Section 1. Section 1~-ll-114• MCA• is amended to read: 

•t5-ll-1l(o• Oeuuctions allowe~ in computing income. In 
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computi~g th~ net inco•~• the follo~ing deductions shall be 

allowed fro• the qross in,o•e receiv~d hy such corporation 

within the year fro• all sources; 

(11 All t.he ordinary and necen•ry expenses p,tid or 

incurred durin9 the ta•able year in th~ maintenance and 

op~ration of its business and properties. includin~ 

reasonable allow~nce for salaries for p~r~onal services 

actually r~nd~redo subject to th~ limitation hereinafter 

contained• rentals or at.~er payaents required to be aade as 

a condition to the eontinued use or posse,sipn of property 

to which the corporation has not taken or is not taking 

title or in which it. has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state incoae tax; provided, however. 

that where do .. stic corporations are taxed on income derived 

from without the state• salaries of officers p~id in 

connection with securing such income shall be deductihle. 

(2) taJ All losses actually sustained and cha~ged off 

within the year and not ~o•pensated by insurance or 

otherwise. including a reasonable allowance for the wear and 

ted~ and oosolescence of property used in the trade or 

bu~in~ss, such allo~ance to be detereined according to the 

provisions of section 161 of the Internal Revenue Code in 

effect with respect to the taxable yea~. Alt elections for 

de~reciation shall be the saee as the elections made for 
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feJeral income tax purpo~es. No deduction shall be allowed 

for any amount ~aid out for ~~V building~. permanent 

im .. rovementso or betterments marie ta incrP.1Se the V'Jlue of 

any property or estate, and no deduction shall be made for 

any amount of expense of restoring property or ~aking good 

the exhaustion thereof for which an allowance is or has be~n 

made. 

(b) (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction deter•ined 

according to the provision~ of this subsection. The net 

operatin~ loss deduction is the aggregate of net opP.rating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period• The ter• 

"net operating loss" means the excess of the deductions 

allowed by this section. 15-ll-114• over the gross income, 

with the modifications specified in Iii) of this subsection. 

If for any taxable period beginning after December 31, 1970o 

a net operating loss is sustained, such loss shall be a net 

operdting loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be d net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 3lo 1975o in addition to being a net operating loss 

carryback to each of the three ~receding taxable periods, 
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shall be a net operating loss carryover to each of the seven 

ta~a01e period~ following the taxable period of such loss. 

The oortion of such loss which shall be carried to each of 

the otner taxable years shall be the excesso if anyo of the 

a•ount of such loss over the sum of the net income for each 

of thu prior ta~able periods to which such loss was carried. 

For purposes of the preceding sentence, the nPt income for 

such prior taxable period shall be computed with the 

modifications specified in (iit(B) of this subsection and by 

deter•ininy the amount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

co•puted shall not•be considered to be less than zero. 

Iii) The eodifications referred to in til of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(~) Th~ deduction for oe~letion shall not e~ceed thP 

aMount which woul~ be allowable if computed under the cost 

method. 

i~l--6DX-D~l_QQ2LatiD~!Q1~~aL~~~~-~D~-t~~ 

t~at~-a~~iaoin~_aft~L-Qe~mbet-llL-l218L_m~t_b~--~aLc~l~t~d 

Wlll.i:t-_1~--0U: Wtil io.a:o_Qf __ t.bi~ -ll~lillD--~f!~ ti~t.eJo.r_tlle 

l..a.ll.abl.-~L-LlLJII~-tbJLLe11lf.DJ.l a j R j og-l.tuLDU_JI~r_atiag 

!Q1~-~QL[_~Q~~_i:o_fi~~ 

(iii) A n~t operatin~ loss deduction sh•ll he ~llo~~d 
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only •ith re~ard to losses attributable to the busines~ 

carried on -ithin the state of ~~ntana. 

t iv) ln th<' case of a m~rqer of corp~ration!.o thC' 

survivinq corporation shall not be allowed a net operating 

loss deduction for net operating loss~!. sustained by thP 

•erged corporations prior to the date of •erqer. ln the case 

of a consolidation of corporations, th~ ne~ corporate entity 

shall not be allowed a deduction for n~t operating los!.es 

sustained by the consolidated corporations prior to the d~te 

of consolidation. 

(v) Not. .. ithstandii'UJ the pr,ovisions of l'l-ll-5Ho 

interest shall not be paid with respect to a refund of tax 

resulting fro• a net operating loss carryback or carryover. 

(vi) The ~t operating loss deduction shall not be 

allowed vith respect to taxable periods which ended on or 

before Oece•ber llo 1970, but shall be allo,.ed only with 

respect to taxable periods beginning on or after January lo 

1911. 

131 In the case of •ineso other natural deposits• oil 

and gas vellso and ti•bero a reasonable allo~ance for 

depletion and for deprec L1t ion of i mprove111ents; such 

reasonable allowance to be deter•ined according to the 

provisions of the Jnt~rnal Revenue Code in effect for the 

taxable tear. All elections •ade under the Internal ~evenue 

'ode with resp~ct to canitalizin1 or exrensinq PXploration 
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and developRent costs and intangible drilling expenses for 

corporatoon license ta• purposes shall be the sa~e as the 

elections •ade for federal inco~ tax purposes. 

(~) The amount of interest. paid within th~ year on its 

inaebtedness incurred in the operation of the business fro~ 

which its incoae is ~rived; but no interest shall be 

allowed as a dedU<tion if paid on an indebtedness created 

for the purchaseo •aintenanceo or improveeent of property or 

for the conduct of business unless the >nco-a froR such 

property or business would be taxable under this part. 

tSt--fft~r-.~-+ne ... -~roe-obt+9•~+ofts-e~-~~e--ste~~--er 

ony-pot+~+eet-sa~+w+sioft-or-.. ftie+pat+~y-of-~he-ste~e• 

t6tL1l (a) Taxes paid within the year except the 

folloving: 

(i) Ta•es i~osed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tendin~ to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

inca.e or profits i•posed by authority of the government of 

the United States. 

li~} Taxes i•posed by any other state or country upon 

or •easured by net income or profits• 

(b) faxes deductible under this part shall b ... 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 
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titi~1 That portion of an ener~y-related inv~st~ent 

allowed as a deduction under 15-32-103.• 

Section 4. Section 15-31-502, MCA, is amended to read: 

"15-31-502. Assessment and payment of tdX• penalty• 

an~ interest. All taxpayers shall comput~ the amount of tax 

payable under this chapter an~ shall remit such amount to 

the department of revenueL~~~~~-~Q~id&d__in__Lse~tlan 

ilL on or before the 15th day of the 5th ~onth following the 

close of the taxable period. If the tax Is not paid on or 

before the due date. there shall be assessed a penalty of 

10~ of the amount of the tax unless it is shown that the 

failure was due to reasonable cause and not due to ne11ect. 

If any tax due under this chapter is not paid when dueo by 

reason of extension granted or otherwise, interest shall be 

ad•Jed thereto at the rate of 91: per annuli fro11 the due date 

until paido" 

~~~~~l~a Section s. Banks and savings and loan 

associations -- special provisions for filinq returns and 

payment of taxes. (11 County treasurers shall collect 

corporation license taxes paid by banks and savings an~ loan 

associdtions. 

(2) Within 10 days after receiving a corporation 

locense tax return frum a bank or savon~s anJ loan 

association, the department of revenue sh~ll transmit to the 

county treasurer of the county in which the business is 
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located a state~ent showing its tax 1 iability. To insure the 

confodentiality of the return, as required under 15-31-507, 

~hu statement sent to the treasurer shall show only the name 

and address of the bank or s.1vin')s ~nd loan .Jssociation 'ln<1 

its tax 1 iabil ity. 

(31 Within 5 days after receiving a corporation 

license tax statement• a county treasurer shall send to the 

business a demand for pay11ent in the a11ount shown on the 

statement. 

(4) The bank or savings and loan association shall 

•ake payment to the county treasurer within 5 days after 

receiving a demand for pay11ent. 

(5) If the department of revenue deter•ines. under the 

provisions of 15-31-503 and 15-31-531, that a bank or 

savings and loan association owes aore taxes than shown on 

the original return or has paid •ore than the tax, penalty• 

or interest due in any year• it shall notify the bank or 

savings and loan association ~nd the county treasurer of the 

county in wnich the business is located. Additional payment 

os due within 10 days after receipt of the final 

determonation of taxes due. County trezsurers sh~ll issue 

warrants for overpayment and interest• as ~rovi~e1 in 

1'>-31-S3lo 

{bl The department shall continue tJ exercise J11 its 

duties and powers outlined in this title with respect to 

-10- H~ 150 
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auditing 

license 

returns and 

taxe' owed 

enforcing paycent of the corpor~tion 

by bank~ and saving~ and loan 

dS~ociations. Any del inqunnt tdxcs collected from th~ s~l~ 

of property of a bank or savings and loan as,ociation un~er 

the provisions of 1S-l1-52S shall he transmitted to the 

county in ~hich the corporation owing th~ delinquent taxes 

is located. The only duties of the county treasurers in this 

regard are collecting the taxes. Issuing refunds. and 

di~triouting the taxes to local taKing jurisdictions. 

~f~~llQHa Section 6. Distribution of corporation 

license taxes collected by c~ty treasurers. (1) All 

corporation license taxe~ collected by county treasurers 

shall be dhtr i buted liLIHLfiiUI.Dllbli MANNE Ill 

LAl-'"-..!!Uli_H_!itU.IliiLIO THE SIUL.I&ilillB.E.IL.ItLAf 

ALLOCATED AS_f&OJIOED JN lS-1-SQltlJ; ANw 

llil_..lliL-!!II.SL-DL-AUJK.Alill to the various taxi nq 

JUri~dictions ~ithin the county in which the bank or savings 

and loan association is locateo. 

(2) The corporation license taxes ee~•ee~ett 

IUiiiUWllliLio!HQS.!Li!.llliff.l!i.lli-ll.ll!U ~ "" 11 be allocated t~ 

each taKing JUrisdiction in the proportion th~t its mill 

levy for that fiscal year bear~ t~ the total ~ill levy of 

the taxin<j authorities of t.he di~trict in ;,ohich the h.1nk or 

sav i nqs and 1 oan •s ~oc i ar. ion is 1 Dcatea. 

(3) •Taxing jurisdiction~~ means. for the purposes of 
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this s~ction. all taxing authorities ~ithin a county 

per~itted under state laM to levy •ills against the taxable 

value of property in the taxing di~trict in which the bank 

or savings and loan association is located. 

141 If a return filed by a bank or savings and loan 

association involves branches or offices in •u~t?pte-tex+ng 

jdr~sd~et~e~s KQR~ IijAN 0~ CQUHIY• the department of 

revenue shall provide a method by rule for equitable 

distribution ~IHQSE CQUNTitS. 

~w_SECIIQN. Section 7. Moneyed capital and shares of 

banks exeapt. (1) Moneyed capital and shares of banks are 

exe•pt fro• taxation. 

(2) •Moneyed capital• •eans •oneyo bonds. notes. and 

other evidence of indebtedness. including evidence of 

indebtedness secured by 

property. In the hands 

a •ortgage on 

of individual 

real or personal 

citizens and 

corpurations 

national banks 

co•ing into 

or employed 

invest.ent business. 

coMpetition ~ith the husiness of 

in conducting a banking or 

Section ~. Section l-6-206• MCAo is amended to read: 

•7-b-206. Time deposits. (1) Such public monPy not 

neces~dry for i••ediate use by ~uch county. city• or town 

which is not invested in direct obligations of the United 

~tates government as authorized in 7-6-202 may be placed in 

time or savings deposits with any bank.--bu?~d+n1--en~--~een 
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~~~oe+8~+on• or savin~s and lo~n association in the county• 

city. or town. 

(2) ~hen more than one bank•--a~++d+n~--ond---toon 

e~~oe+n~+ony or s~vinqs and loan ~ssoci~tion is ~v~il~ble in 

any county for the deposit of such county funds or in any 

city or town for the deposit of ~uch city or town fun~s. 

such funds may bP distributed ratably amon9 all of such 

banks.-b~+td+n~-end-+oen-essoe+e~+8ns• and savings and loan 

associations qualifying therefor and substantially in 

proportion to the total property ta~es paid during the 

preceding year in such county or the county in which such 

city or town is located•-+net~d+n,-~e•es-nn-shn~es--8f--benk 

s~eeky and __ tfie~~PQLitigQ_}iceose taxe~aid by e~h s~eh 

bank.-b~++d+n~-end-+een-essee+e~+eny or savings and loan 

association willing to receive such time or savinqs oep~sits 

under the terms of this p3rt. 

(3) In lieu of a r~table distribution ~mon~ banks• 

b~fld+ng--end--leen--essoe+e~+ens• and savings and loi'!n 

associations within the countyo citY• or town• thP local 

yoverning body may solicit bids without adv~rtising fro• i'!ny 

banko-b~+ld+n~-nnrl-toen-essec+e~+nno or savin~s •nd lo~n 

association in a count~ having at least two such financial 

institutions. Such institutions •ay request in writinq t~at 

they ~e listed for solicitation on bids for public money not 

necessary for im~ediate use by the unit of local govPrnment. 

-13- H!1 lSO 

~. 

2 

l 

4 

o; 

6 

1 

a 

q 

10 

ll 

12 

13 

14 

15 

16 

17 

111 

19 

20 

n 

22 

23 

24 

2~ 

\ 

HB 0150/02 

In counties having l~ss than two such institutions. the 

local governinq body may solicit bids from and ~eposit 

~ublic ~oney in such in~titutions in neighboring counties 

unlPss the loc"l financial institution agrees to pay the 

same rate of interest bid by the neighboring financial 

onstitutions. Th~ governing body may solicit bids by notice 

sent by sail to the investm~nt institutions wnose names are 

listed as 

subsection 

provided hereon. Thu provisions of this 

shall be considered ~s meeting the require•ents 

of subsection (2).~ 

Section q. Section 1"i-l-S01o M'A• is amended to read: 

•ts-1-501. Disposition of wooneys from certain 

designated license' and other taxes. (1) The state treasurer 

shall deposit to the credit of the state general fund all 

aonets receiwed by him from the collection of: 

(a) automobile driver•s license fees und~r subsections 

Ill throuqn (61 of 61-5-111; 

(b) electric energy producer's license taxes under 

chapter Sl; 

31; 

(c) metal1 iferous mines license taxes under chapter 

(d) oil producer•s license taxes under cha~ter 36; 

(e) l i4uor lic~nse taxes under Title 16; 

tfl telephone 1 icense taxes under chapter 53; and 

IYI inheritance and ust,te taxes un~er Title 72, 

-14- HP 150 
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chapte~ 16• 

tl) Seventy-five percent of all .oneys received fro• 

lh~ collection of incoae ta•es uoder chapter 3~ ~on 

corparation license anQ inco•e tax~s und~r chapter lls 

Uia.IU-il.i-QLwtilhllLi1LL.it:r.1illD-~h shall b~ deposited in the 

general fund subjec:t to the prior ple<1'}e .1nd <'~ppropriation 

of such incoee tax and corporation license tax collections 

for the pay-nt of long- ra•H)e b~i 1 eli n<J proqrae bonds. The 

reaaining 25l of the proceeds of the corporation license 

tax. e~llul-tb.S. calluu~ t.U.QUII.Q_-llL-1~ 

r.uuter: [sec\ioo ~ corporation .inca..e taxo and incM~e tax 

shall be deposited to the credit of the ear•arked revenue 

fund for state equalization aid to the public schools of 

Montana .. 

ll) The state treasurer shall also deposit to the 

credit of the state general fund atl •oneys received by hi• 

fro"' the collect ion of 1 icense t~K"S• fees. ~nrl ;,11 net 

revenues and receipts froe all other sQurces un<1cr the 

operation or the Montana Alcoholic Revera~e tode.• 

of 

Section 10. Section 15-8-lDito MtAo is a•ended to r~ad: 

"15-~-104. O~part~ent audit of tax~ble valuP -- costs 

audit paid by county -- penalty for underreportin1• Ill 

When in the judq~ent uf the director ot revenue it is 

necessary. audits may be ~a1e for the purpose of determininq 

the taxablP value or net proce~ds of ~ines an<1 oil and qas 

-15- H"l 150 

2 

It 

o; 

6 

7 

8 

9 

10 

u 

12 

13 

lit 

15 

lb 

11 

ltl 

19 

<:0 

21 

22 

Z3 

l.lt 

L'> 

HB Dl50/0~ 

wellso beftk-she•••• bulinea• inventories. and all other 

types of property subject to ad valoree taxationa lhe costs 

incurred by the department• including pe~ diem and ?ile~gP 

expense as well a5 salarie:; and benefits• shall be 

rei•oursed fro• the a.ount collected as a result of thP 

audit. In the event the p~operty subject to au~it is 

assessi!d within two or •cure counties• the depart~~~ent shall 

allocate the cost aaong the collections due each of the 

counties. Reimburse~ent shall be •ade solely for audit 

expens~ and not for other services provided to the counties 

by tne depart .. nt and .ay not exceed the amounts collected. 

(2) The taxable value of any underreported portion of 

dAy business inventory found as a result of an audit to have 

been underreported by the owner shall be increased by 25X as 

a penalty for underreporting. 

(l) The 2SX penalty •ay be waived by the department if 

reasonable cau~e for failure to report the total value of a 

uusiness inventory is provided to the department. 

(~) The cost of the audit shall be paid to the state 

tr~asurer for credit to the g9neral fund." 

Sect ion ll· Section 15-B-111, MtA, is amended to read: 

"'15-8-1llo Assessment market value stan>:lard 

exceptions. Cl) All taxable prop~rty must oe assessed at 

lOOX of its •arket value except as provided in subsection 

(5) of this section and in 15-7-111 through 15-7-11 ... 

-1b- HB 150 
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(2) Ma~ket value is the value at which prope~ty would 

change hands between a willing buye~ ~nd a willing seller• 

n~ithe~ beinq under any compulsion to buy o~ to sell an1 

both having ~easonable knowledge of ~elevant facts• 

13) The depa~tment of revenue or its agents •ay not 

adopt a lowe~ or diffe~ent standard of value from market 

value in making the official assessment and app~aisal of the 

value of property in class one and classes seven through 

eighteen. For purposes of taxation, assessed value is the 

same as app~aised value. 

(4) The taxable value for al\ property in class one 

and classes seven through ei~hteen is the percentage of 

market value established for each class of property in 

15-6-102 and 15-6-108 through 15-6-119. 

15) The assessed value of properties in 15-6-1031 

~~=Q=l~1-l~=b=lQ~ ~h~e~qh 15-6-1011 and 1~-6-120 is as 

follows: 

tet--P~ope~~y---+n---t5-6-t86v--~nde~--e+ess--~+vey--?s 

e,,e,~ed-e~-tee•-ot-boek-ve+~e-by-~he-Me~hod-e,teb+?shed--+n 

t5-6-t86-end-~he-see~+ons-e+~ed-~here+n• 

fbt1al Properties in 15-6-l03t under class two, are 

assessed at 100~ of the annual net proceeds after deductino 

the expenses specified and allowed by 15-23-SO). 

teti~ Properties in 15-b-lO't, 15-6-105, and 15-6-120, 

under classes three. four. and nineteen are assessed at 100~ 
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of the annual gross proceeds. 

fdt1~ Properties in 1S-6-107• under class six. are 

assessed at lOOt of the productive capacity of the lands 

~hen valued for aqricultural purposes• All lands that ~eet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(6) land and the i~provement5 thereon are separ~tely 

assessed when any of the follo~ing conditions occur: 

(a) ownership of the i~rove•ents is different from 

ownership of the land; 

(b) the taxpayer ~akes a written request: or 

(c) the land is outside an incorporated city or town. 

(7) The taxable value of all property in classes two 

through uuu: _ _aw;L_u~r. six is the P"'rcentage of assessed 

value established in 15-b-1031_15-6-10~--l~=l~ ~h~o~gh 

gog 15-6-107s_~nd-l~=Q=l~ for each class of property.• 

Section 1l. Section 15-24-701, ~CAt is amended to 

read: 

•lS-24-701. Production credit associations 

.asseo:tsment and payment • tit fvery production credit 

asso~iation organized under the provisions of section 1131d 

of Titl~ 12. United States Codes •nnotated, shall be 

assessed for ~nd pay taxes upon all real and personal 

prooerty owned bt such association-~~d-~tso-~po~-the-mo"eyed 

eep~tet--eMptoyed--~ft-s~eh-bus~ne~s~-~ueh-moneyed-eepftet-~o 

-18- H'\ 150 
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be-oseerto~neo--by--dee~et~ftg--fro•--the--~•oant--of--+oonsw 

~ftetading--+oens--see~red--hy--.art~o~e--oft--rea+--estote-er 

persono+-property•-th~-omottnt-ef-~aeh-+eens--d~seoant~d--~nd 

efty--~ndehtedftess~-represeftting--~ftey--borrewed--fer-ase-os 

.oneyed-eep~t•+•--Seid-•ofteyed-ee~ito+-shet+-be-texed-et-the 

soae-rete-ond-toke-the--seee--e+ossif+eet+e•--es--sh~res--of 

stoek--in--o--net+ene+--benk--or-eafteyed-ea~•ta+-eae~n~-+nto 

sabstent+o+-eoepet+t+on-there•Tth. 

tit--fhe-seeretery-or--•enoging--agent--of--ewery--s~eh 

essoeiet+on--sho++--f~rn~sh-to-the-assessor-of-the-eeenty-+n 

whieh-the-pr+ne+po+-offiee-of-saeh~essoe+ot+on--+s--+eeotedw 

•+thin--5--doys--ofter--deMoed-thereforw-o-stoteae~-+n-soeh 

deto++-ee--the--deportaeftt--of--reweeoe--or--+ts--ogent--.ay 

re~+rew---wer+f+ed--hy--his--oethw--of--the--reso~rees--ond 

++ohi++t+es-af-soeh-essoe+et+on-as-dise+osed-hy-+ts-books-ot 

the-e+ase-of-hosiness-oft-Bee .. ber-~t-of-the-preeed+ng--yeere 

Jf--saeh--seeretery-or-•oneqTng-eqent-she++-foi4-ta-•ek~-the 

stote•eet-nereby-reqa+red•-the-deoertMeftt-er-+ts-~gent-she++ 

fort"-ith-ohte+n-s~eh-infor .. tion-fro.-oey--other--owo+teh+e 

soareew--and--for--this--parpose-+t-she++-he•e-eeeess-to-the 

boeks-of-soeh-ossoeiot+one-~he-deoert•ent-or-+ts-egent-she~+ 

the~eapon-•eke-eft-&ssess.en~-of-the-reo+-estete-oftd-persoeo+ 

property-owe~--by--soe~--ossoe+eti&n--end--of--~he--•oneyee 

eep+~e+--e•p+oyed-+n-t~e-bas+"ess-of-s~eh-o,soe+et+a"T-whieh 

ossess.ent-she++-~~-es-feir-ene-e~u+tob+e-es-ot-~ey-be--eh+e 
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to--•axe--f~o•--~he--bes~--+nfo~••t+en--ovo+to~+e•--•r--se?d 

essesse~-•oy-fer-the-parpose-of-so+d--osseseae~--adopt--the 

figo~es---d+se+osed---hy--oey--pr+o~--report--••de--by--soeh 

essoeiot+en-~-ony-seote-er-fe~ero+-effieer-~~·•••nt-to--ony 

stote-er-fe~ere+-+eww-•fty-persftft-re~+red-by-this-seet+en-te 

•eke--the--stote .. e~--he•e+ne-owe-previded-whe-she++-fe++-ta 

f~rnish-the-sa•e-shetJ-he-,.+tty-ef-e-misdeme~nor-ond--she++ 

he-pan+shed-oeea~~+ng+yw• 

Section 11. Section 1S-21t-801t MCAo is aMended to 

read: 

•15-24-801. Ba+J~+ng ~~ and loan associations 

taxation• ttt Every h~+•~+eg-eed-+oon-or savings and loan 

association subject to regulation under Title 3Zt chapter 2, 

shall be assessed for and pay taxes upon all real and 

personal property owned by the association-oed-o+so-upon-the 

~neye~--eo~+te4--e.,Jeyed--in--the--._e+ness. fhe-•eneyed 

eop+te+-she+J-be-esee•to+fted-8y-deduet+ng-fra•-the-e.a~"t-af 

bendsw-fte~esw-ond-oeher-ev+denEes--ef--indebtedness--e+--the 

ossoe+et+onw--+ee+wdie9-••+denees-of-+edebtedeess-see~red-by 

•art~e~-on-~eeJ-eetete-or--persoftot--prepertyw--the--amowne 

s~endin~-to-the-ered+t-of-~he-me•bers-of-en-essne+et+en-upe~ 

+ts--boeks--oed-ony-+ndeb~edftess-pepresentin9-moeey-borre~e~ 

for-wse-as--meneyed--eep+te+•--'he--meneyed--eap+ta+--os--se 

esee~~o+ned--she+t--be--toMed--e~-the-se~-••~e-ond-take-the 

seMO-e+ess+f+eet+on-as-sheres-of-stoek-ie-a-"et+ene+-benk-or 
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moneyed--eop~te+---eem~ng---~nte---~~~~tent~~+---ee~~t~t~e~ 

the~ewTthw The secretary of an association shall furnish to 

the oepartment of revenue or its ag~nt in the county in 

which the principal office of the association is located, 

within 5 days after demand, a condensed statement verified 

by llis oath of the resources and liabilities of the 

association d• disclosed by its booLs ~t noon on J~~u~ry 

in each year. If the secretary fails to ~ake the statement 

hereby required, the depart•ent or its agent shall 

immediately obtain the infor~ation froa any other av~ilable 

source, and for this purpose it ~hall have access to the 

books of the association. The department or its agent shall 

thereupon make an assessment of the real estate and pe~sonal 

property owned by the association-end-ef-the-meneyed-eep~to+ 

emp+eyed--in--the--bu~fness--ef---the---essoeietien, which 

assessment shall be as fair and equitable as it may he ~ble 

to make from the best information availaole, or the assessor 

may. for tne purpose of the assessment, ~dopt the figures 

disclosed by any prior report made by the ~ssociatinn to any 

state or federal officer under a state or feder~l law. A 

verson required hy this section to ~akP th~ stlte~Pnt 

provided for in this section who fails to furnish it is 

guilty of a mi~demeanor. 

t~t--fhe-aMe~nt-s~end+ng-~pon-+ts-book~-te--th~--~~~~~~ 

ef--eeeh--m~•be~--ef--en-os~oef~t+on-she•~-b~-eons+d~~ed-and 
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n~td-a5-th~-•nd•vidua~-e~ed+t-ef-eo~h--Membe~.--feeh--Memb~~ 

sha~t-+fst-tne-snarP.s-"~+d-by-"+m-fer-texet~en-et-th~fr-rea+ 

•e•~~--•n-men~y.-in-the-eounty-ef-h+s-~esfd~neey-thP.-seme-a~ 

otnPr-e~~drt~-e~~-tf~tedy-exeep~--sher~s--f~eM--wh+eh--teons 

heve--been-mede-e~-Meney-edvaneed-by-the-as~eefet+eny-end-e~ 

te-~ue"-shares-they-shelt-be-++~ted-for-te~et+on-et-the--net 

eash--vat~e-ef-thP-s~eeky-to-be-e~e~rteined-by-deduet~nq-the 

teen--f~em--thP.--eesh--vetue--ef--the--shere~·--•~see+ot+ens 

or~enfred--under--er--eentre+ted-by-fitle-3?.-ehopt~r-?y-ore 

~ubjeet-te-texet~eri-~n-ne-ether-weyw• 

an.J 

Section 14. Section 17-5-40A• MCAr is amended to re~d: 

"17-'5-~0s. Percentage of 

cigarette tax pledged. 

income• corporation license. 

(1) The state pledges and 

appropriotes and directs to be credited as received to the 

sinkin~ fund account 111 of all •oney~~~t_~~LD~~io 

l~~tlQO_A_Qf_tb~-a~JI received from the collection of the 

income tax and the corporation license tax referre~ to in 

lS-l-'501 and such ddditional amount of saio taxes• if any. 

as may at any time be needed to co~ply ~ith the principal 

and interest and reserve requirements stated in 17-'5-40'5(41• 

~ruvide1 tnat no more th~n 111 of ~uch tax collections shall 

be de~med to be pledged for the purpose of 17-5-403(2). The 

pledye and app~op~iation herein made ~ha11 be and remain at 

all time; a fir~t and prior charge upon all 

fro~ the collection of said taxe5. 

-22-
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(l) The state pledges and appropriates 6nd directs to 

be credited to th& sinkinq fund account 15' of all ~oney 

received fro~ th~ collection of the q-cent ~~cise tax on 

cigarettes which 

16-11-111111• The 

is levied, impo~edt and assessed by 

state also pledges and ~p~ropriates and 

directs to be credited as received to th~ ~inkinq fund 

account all ~oney received from the collection of each of 

the eacise taaes on ci9arettes which are levied, imposed, 

and assessed by subsection (2) and (3) of 1b-1l-ll1t a~ 

a•endedo after the pay•ent and rede•~tion in full of the 

outstandinq bonds for which said ,taxes nave heretofore been 

pledged and appropriated or after the necessary funds have 

been set asi~e for such payment and rede•ptlon as provided 

in this part. The state also pledqes and appropriates and 

directs to be credited as received to the sinking fund 

account all money received fro• the collection of the taxes 

on other tobacco products which are or may hereafter be 

levied, i~posed• and 

including the tax 

dSSessed 

levie<1. 

by law for that purpose. 

ieposed, and assessed by 

16-ll-202. Nothinq herein shall iepair or oth~rwise affect 

the provisions and covenants containPd in the resolutions 

authorizing the presently out~tandinq lonq-range building 

pro~rae bonds. Subject to the provisions of the preceding 

sentence• the pledge and appropriation herein made ~h~ll bP 

and remain at all times a first and prior charge upon all 

-2 3- li!l 150 
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•oney received froa the collection of all taxes referred to 

in this subsection (l)•• 

Section 1~. Sec~ion 20-9-3'3• MCA, is amended to rpad: 

•20-9-34J. Definition of and revenue for state 

equalization aid. (lt AS used in this titleo the term •state 

equalization aid• eeans those aoneys deposited in the 

earmarked revenue fund as required in this section plus any 

le~isldtive appropriation of eoneys fro• oth~r sources for 

distribution to the public schools for the purpose of 

~qualization of the foundation prograe. 

(Z) The following shall be paid into the earmarked 

revenue fund for state equalization aid to public schools of 

the state: 

(at ZS& of all .aneys received from the collection of 

lncoee taxes under chapter 30 of Title ts; 

(bt 25& of all -neys.~-.&&ldlQL~Illti.WliLiD-U~tll2II 

a__gl_tbi~ktJ1 received from the collection of corporation 

license taxes under chapter 31 of Title 15• as providPd by 

15-1-501; 

(C) 10& of the eoneys received from the collection of 

the ~Pverance tax on coal under chapter 35 of Title l~i 

(dl b2 1/l& of the eoneys received from the tredsurer 

of the United States as the state•s shares of oil, gas, and 

other •ineral royalties under the federal Mineral lands 

Leasiny Act, as amended; 
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(e) interest and income moneys described in Z0-9-341 

and 20-9-342; 

(f) income from the local impact and e~uc~tinn trust 

fund account; and 

( ~) in addition to these revenues, the surplus 

revenues collected by the counties for found~tion prc~rJm 

support accn~ding to 20-9-331 Jnd 20-9-331 shall be p~id 

into the same earmarked revenue fund.• 

Section 16. Section 3Z-L-4l3o MCAo is amended to read: 

"32-1-413. Borrowing ~oney for capital purposes 

status of capital. Notwithstdnding any other provision of 

law, any co~mercial bank, savings banko trust company. or 

investment company, now in existence or which •ay be 

hereafter formad, shall have the power to borrow money for 

capital purposes upon such terms and conditions as may be 

approved by the department and for this purpose may issue 

c~pital notes or debentures therefor, sucn notes or 

debentures to be subordin~te in riqnt of pay~ent to the 

payment in full of all deposits of such b~nko savings hank, 

trust company• or investment company• The ~mount of monPy so 

oorruwed shall be considered as capital for the purpose of 

determining the maximum aaount of money th~t ~ay be lo~ned 

by such oanko savings bank, trust co•panyo or investment 

company to any person, partnership, or corporation and for 

the purpose of determining the maximum amount of money which 
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~uch han~ may b0rrow ~nd for all other purposes of bank 

capital as •ay be required by lawy-exeep~-~he~-~he-m~ftey-~e 

berrowed--~he+•--eo~--~ft--ony---e•ent---be---eon~~derrd---~n 

o~eerto~n~e~--the-yo+~e-ond-o~~e~~~nt-of-~hore1-of-ony-bon~ 

for-~he-par~o~e-ef-toxot~on.• 

Section llo Repealer. Sections l5-6-106o 15-2 .. -501 

throuqh 15-24-508, and lS-24-bOlo ~CA, ar~ repealed. 

Section 18o Effective date. This act is effective for 

taxable years be~innin~ on or after December 3lo 1978. 

-End-
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2 

3 

4 In granting the Department of Revenue rule-making 

5 authority in section 6(4)• the Senate Taxation co .. lttee 

b intends that the distribution be based on a co•parison of 

7 total assets or total resources attributable to the branch 

8 as opposed to total resources of the •ain office or 

9 according to so•e other equitable aeans of deter•inlng the 

10 distribution. 
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HOUSE BILL NO. 150 

l~TRDOUCEO 9Y FABREGA 0 HUENNEKENSo WILLIA~S, FAGGo 

SIYE~TSENo VINCENT 

BY REOUEST OF THE REVENUE OVERSIGHT COMMITTEE 

A JILL FOR AN ACT ENTITLED: •AN ACT CHANGING THE METHDO Of 

TAXI~G BANKS AND SAVINGS AND LOAN ASSOCIATIONS FOR LOCAL 

GOVlRNHENTS; REMOVING THE CORPORATION LICENSE TAX EXEMPTION 

FOR INTEREST FROM STATE AND LOCAL OBLIGATIONS; REPEALING THE 

TAX ON MONEYED CAPITAL AND SHARES OF BANKS; PROVIDING FOR A 

DIFFERENT METHOD Of E9~~EE~fN6-·NS DISTRIBUTING CORPORATION 

L1 CENSE TAXES PAID BY BANKS AND SAVINGS AND LOAN 

ASSOCIATIONS; AMENDING SECTIONS 7-6-206, 15-l-501t 15-B-10~t 

15-24-70 lo 15-21t-80lo 1 <;-3l-101o 15-31-1l't. 15-3-111. 

15-31-502, 

SECTIONS 

17-5-408t 2D-9-343, ANO 32-1-413, MCA; REPEALING 

15-b-106t 15-24-501 THROUGH 15-21t-50Bo AND 

l~-24-1>03, MCA; AND PROVIDING AN EFFECTIVE DATE." 

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

M~S£C~~ Section 1. Pu~pose. The legislat.ur,' 

r~coqnizes that the property tax on •oneyed capital and bank 

sh~~~~ is an important ele~ent in the tax bases of ~~ny 

local governments. Since, ho~ever, the current method ~t 

Villuing bank shares h3s lagal defects, may be causing the 

undercapital ization of Montana's banks, an1 i~poses an 

2 

3 

" 
5 

b 

7 

8 

9 

10 

11 

12 

13 

14 

1, 

lb 

11 

16 

19 

20 

21 

v 

23 

24. 

2~ 

HB 0150/03 

in~quitable ta• burden on some financial institutions. the 

legislature hereby repeals this tax. Banks and savings and 

loan associations will be taxed on a more equitable basis. 

their net inco.e. To make their basis for coeputing net 

income comparable to other businesses. the legislature 

repeals the corporation license tax deduction for interest 

on public obligations. To replace the property tax revenue 

lost to local govern•entso et+ A PORTION Of IHf corporation 

license taxes paid by banks and savings and loan 

associations will be eet+e~ed ~V£n by counties and 

distributed to the various local govern•entso based on their 

current •ill levies. 

Section 2• S~ctlon 15-31-101, M(A, is amended to read: 

•15-31-101. Organizations subject to taKe {l) The term 

•corporation• includes associations. joint-stock companies. 

comMon-law trusts and business trusts which do business in 

an organized capacity, and all other corporations whether 

createdo organized. or existing under and pursuant to the 

laws, agreements, or declarations of trust of any stateo 

countryo or the Unit"d States. 

(2) The ter11s •engaqed in business• and •doing 

tusiness" botl• ~~an ~ctively engaqinq in any transaction for 

th~ purpose of financial or pecunlarr gain or profit. 

(31 f~ery corporationo exc~pt as h~reinafter provided 

and cxcert as provided in 33-Z-705(51• engaged in business 

-2- HB 150 
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in the state of Mont~na shall annually pay to the state 

treasurer as a lic~nse f~e f~r the ~rivileqe of c~rrying on 

busi~ess in this stat~ such percentaqe or perc~ntaqes of its 

total net inco111e for the prec.odin~ tax'<l:lle y<>ar <lt the r.1te 

hereinafter set forth. In the case of corporations having 

inco.e fro• business activity which is taxable both within 

and without this state, the license fe~ shall be ~easured by 

the net inco•e derived fro• or attributable to ~ontana 

sources as deter•ined under part 3. This tax is due and 

payable on the 15th day of the 5th Eonth following the close 

of the ta~able year of the corporation; however, t~e tax 

beco111es a lien as provided in this chapter on the last day 

of the taxable year in which the income was earned and Is 

for the privilege of carrying on business in this state for 

the taxable year in which the inco~e was earned. 

14) Every bank orqanlzed under the laws of the state 

of Montana~ er of any other st.Jte£ eft<! w:. e• .. ry--net-~enpf. 

beftk-ergen~ted-uftder-~he-+ews of the United ~tates d~-~C¥ 

sayj ngs and I.Q..1n_ asspc i at joo _gLg.iHliU!i_uod .. e.c.tiH:JilliiLS!f 

~ state pr of the United States e~e i~ subject to th~ 

"ontana corporation license tax provided for under this 

chapter. For taxable years beginning on and after January 1• 

1972, this subsection is effective in ~ccorrlance with Public 

law 91-156, section 2 (12 u.s.c. 546).• 

Section 3. Section 15-31-114, MC•• is amended to read: 
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•15-31-114. Deductions allowed in co•puting inco~e. In 

computing the n~t income, the followin~ deductions shall be 

allowed from the gross income received by such corporation 

~ithin th~ year fro~ all sources: 

(lJ All the ordinary and necessary expenses ?aid or 

incurred juring the taxable year in the maintenance and 

operation of its business and properties, includin~ 

reasonable allowance for salaries for personal services 

actually renderedo subject to the limitation hereinafter 

contained, rentals or other payments required to be made ~s 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not takins 

title or in which it has no equity. ~o deduction shall b~ 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, howevero 

that where da.estic corporations are taxed on income derived 

from without the stateo salaries of officers paid in 

connection with securin<J such inco~re shall be deductible. 

12) (a) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise, including a reason~ble allowance for the wear and 

tear and obsolescence of property used in the trade or 

business. such allowance to be determined according to the 

provision~ of section 167 of the Internal Revenue Code in 

effect with res~ect to the taxable yedr. All elections for 
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~epreci~tion shall be the sa~e as the elections made for 

federal inco~e ta~ purposes. No deduction shall be allowed 

for any amount paid out for any buildings, per~anent 

improvements, or betterments made to increase the value of 

any oroperty or estate, and no deduction shall be made for 

tiny amount of expense of restoring property or ma~ing good 

the ~~haustion thereof for which an allowance is or has been 

made. 

1~1 (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The nP.t 

operating loss deduction is the aggregate of net operatin~ 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The ter~ 

"net operating loss• means the excess of the deductions 

allowed by this section, 1S-31-114o over the gross inco•e• 

with t11e !f,odifications specified in (i il of this subsection. 

If for any taxable period beginning after December 3lo 1970, 

a net operating loss Is sustainedw such loss shall be a net 

operating loss carryback to each of thr thre~ ta~able 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the fiv~ 

taxable periods following the taxable period of such loss. A 

net operating loss for any ta~able peri0d en~inq aftPr 

December 31, 1~75, in addition to being a n~t operating los~ 
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carryback to each of the three preceding taxable periodso 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excessw If any, of the 

amount of such loss over the sum of the net incoce for each 

of th~ prior taxable periods t~ which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (iiJ(B) of this subsection and by 

determining the a•ount of the net operating loss deduction 

without regard to the net oper~ting loss for the loss period 

or any tax~blc ~eriod thereaftero and the net inca.e so 

cn~puted shall not be consider~d to be less then zero. 

(ii) The codifications referred to In (i) of this 

subsection shall be as follows: 

(AJ No net opcrating loss deduction shall be allowed. 

(BJ The deduction for depletion shall not excPed the 

a•ount which would be allowable if computed under the cost 

~~ttaod. 

iU-A!l~!!Lilllf:L.U.~l..Q.s.L~M~:a.L.t.!L.aO¥_taJI.ill:l.l.e 

¥£aL~-~uinD~-at~~r_u~~~~£L_Jl~-l~Ifr~-cu~h~-~a~ulat.e~ 

un~ the llrO¥~o~ __ Qf__thi~--S£~t.loD-~1l~fDL-1he 

~bl~~eur_ioL-~bikb_tb~r~ur~ldimln~t.be_n!!t.-DC£LaLio~ 

lo~-~r~¥e.r._i~_fll!!~ 
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(iii) A net operating lo~~ deduction ~hall be allowed 

only with regord to losses attributable to the business 

carried on within the ~tate of "ontana. 

(iv) In the case of a mPrqer of corporations, the 

surviving corporation shall not be allowed a net operati~9 

loss deduction for net operating l~ss~s sustained by the 

11erged corporations prior to t>1e d<•te of "''>r3er. In the case 

of a consolidation of corporations. the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustain~d by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the provisions of 15-31-531• 

interest shall not be paid with respect to a refund of tax 

resulting fro• a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not he 

allowed vith respect to taxable periods which ended on or 

before Oece.Oer 31o 1970, but sh~ll be allowed only with 

respect to taxable periods beginning on or after January lo 

1971. 

(ll 

anc.l qas 

depletion 

In the case of •ineso other natural depositso oil 

wells, an <.I timber • a re.lsonable allowance for 

and for i •prove•ent s; such 

reasonable allowance 

depreciation of 

to be determined accordinq to th"! 

provisions of the Internal Revenue Code in effect for the 

taxable year. All el€ctions 11ade under the Intern~! Revenue 
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Code with respect to capitalizing or expensing exploration 

Jnd ~evelopm~nt costs and intangible drillinJ expenses for 

corporation license tax purposes shall be the same as the 

~ 1 ect ions ••ade for federal i nco01e tax purposes. 

(4) The aaount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income i' deriv~<l; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase. •aintenanceo or improvement of property or 

for the conduct of business unless the income from such 

property or business ~auld be taxable under this part. 

t5t--~fttere.t-+~o .. -~rce-ebf+q~fons-of-the--stete--or 

e~y-pol+t+eof-sabd+¥+s+on-or-mon+efpof+ty-of-the-stote• 

f6t~ (a) Taxes paid within the year except the 

following: 

Ci) Taxes i•posed by this part. 

(iii Taxes assessed aqainst local benefits of a kind 

tending to increase the value of the prope~ty assessed. 

(iii) Taxes on or according to or measured by net 

income or profits i•posed by authority of the government of 

the UnitPd States. 

(iv) Taxes imposed by any other state or country upon 

or measured by net incase or profits. 

(b) Taxes deductible under this part shall t:e 

construed to include taxes imposed by any county. school 

-8- 1-18 1'50 
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dist~icto or municipality of this state. 

t~L21 That po~tion of an ene~gy-~elated invest•ent 

allowed as a deduction unde~ 15-32-103.• 

Section 4. Section 15-31-502, MCA. is a•ended to ~ead: 

•t5-31-502. Assesseent and pay~ent of taxo penalty, 

and interest. All taxpayers shall co•pute the a•ount of tax 

payable under this chapter and shall ~eait such a.ount to 

the departsent of revenuey-except=ft2-=ptowidtd--ta==t2ectton 

2jy on or before the 15th day of the 5th •onth following the 

close of the taxable period. If the tax Is not paid on or 

befo~e the due dateo there shall be assessed a penalty of 

10~ of the a•ount of the tax unless It Is shown that the 

failure was due to reasonable cause and not due to neglect. 

If any tax due under this chapter is not paid ~hen due, by 

reason of extension granted or otherwise, interest shall be 

added thereto at the rate of 9t per annu• fro• the due date 

until paid.• 

NEW SECTION. Section 5o 6e~~eftd--sevin9s--eRd--loen 

essoe+et+ons------speetef--prev+s+ons-for-ffltn~-retttrns-end 

peyme~-of-texesw ~EPARTHENJ_Qf_REYENUE -- _i£f~AL __ DU11~ 

EQB__l&ANSMIITING CDBPOBATION LICENSE TAX REVENUES tDLLECIED 

fa~~~ OR SAYINGS AND LOAN ASSOCIATl~-'UUtt11£S.-ttt 

6e~nty-tpee~ep~shelt-ee~eet--eOPperetton--t+eense--texes 

peid-by-benks-e~seYfn9s-end-toen-essec+etfOftS~ 

tit--Htthin--18--deys--efter--recetvin9--e--eorperetton 
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~eeftSe--te~--returft--~P~-e--benk--~--seY+n9'--end---Jcen 

&S~eetetfeny-the-depe~-c+-revenue-sne++-trens.+t-~e-t~e 

eeun~y--~reesurer--ef--~he--ceanty--+n-•hfc~-~he-~~ess-ts 

loee~d-e-~eteeent-shcwin9-i~-~ex-+tebit~yw-~o-~~e-~he 

eef'lf +d en~l+ty-ef -the-t'ffUf' ~-es4"eqrif"ed-ttnder--M-3i-5en 

the-s~eteaeftt-sent-tc-the-treesHTer-sftet+-show-enty-~e-neee 

end--eddres~-ef-the-benk-OP-SCYfn~-end-+oen-&S~oefet+on-end 

+~s-tew-~eb+t+~yw 

t31--V~--S--deys--ef~er--reee~yt~--e- cerperet+en 

++eeftSe--tew-~tetemeftty-e-~y-trees~shet+-send-~e-the 

bus+nes,-e-deeend-fcr-peyeent-+n-the--88&ant--shcwn--on--the 

stet ettefttw 

t~t--ihe--benk--er--sev+n~-end-+een-essoe~en-sh~+ 

-~e~-~e-~e-eeomty-tPCft!ttiP8P--w+t:l't'i~--ileys--efter 

reeetvfft~-e--deeend--~or--pey~ (11 WITHIN 30 DAIS AFTER 

~lNG COBPQBAIION LICENSE lA! BEIUKNS AND PATftENTS FROM 

BANKS OR SAVI~'S AND LOAM ASSOCIATIQNS• THE DEPARTKENI OF 

REVENUE SHALL IRAHi"IT TO THE CQUNJY TREASURER OF THE CouNTY 

IN WHICH THE BUil~SS IS lQCATEO THE REVENUES CALCULATED 

Ultilll_UfC.JIOtl b(l~ 

fSt!Zl If the depart•ent of revenue deter•ines• under 

th~ provisions of 15-31-503 and 15-31-531• that a bank or 

savings and Joan association ~es •ore taxes than shown on 

the original return or has paid more than the tax, penalty. 

or interest due in any year. It shall notify the bank or 

-10- HB 150 
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savings and loan association end-~fte-eo~~y-~~sarer-o~-~~e 

eo~~y-~-wh+eh-~-~s~ness-~s-toee~~. ~dditional payeent 

is due within 10 days after receipt of the final 

deter•ination of taxes due. County treasurers shall issue 

warrants for THEIR POBTJQN Of THE overpay•ent RECEivED and 

interest, as provided In 15-31-531. 

t6tLll The departeent shall continue to exercise all 

its duties and powers outlined in this title with respect to 

auditing returns and enforcing pay.ent of the corporation 

license taxes owed by banks and savings and loan 

associations. Any delinquent tax~s collected froa the sale 

of property of a bank or savings and loan association under 

the provisions of 15-31-525 shall be trans•ltted to the 

county In which the corporation owing the delinquent taxes 

ls located. The only duties of the county treasurers in this 

regard are eetlee~ln~ the t.we-. Issuing refundsv and 

distributing the taxes to local taxing jurisdictions. 

NtW SECTION. Section 6. Olstributlon of corporation 

license taxes collected by-eo~nty-~reesaTers fROM BANKS 28 

SAVINGS AND LOAN ASSQCIATIQNS. Cl) All corpor.tlon license 

taxes collected by-eo~n~-tree~~rs FROM SANKS AND S&YIN'S 

AND LOAN ASSQCIAIIONS shall be distributed ~f__EQL~ 

ft68HER; 

CAl 20% MUST BE REMITTED TO THE STATE IBEASURfB TO BE 

ALLOCATEP AS PBDYIDED IN 15-1-501(21; ANp 
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!~~ HUSI BE ALLQ(ATED to the various taxing 

jurisdictions ~ithin the county in which the bank or savinos 

nnd loan association is located. 

license taxes eottPetPe (2) The corporation 

D!STRI8UifQ UNQE& SUBSECTION C1l181 shall be allocated tc 

each taxing jurisdiction in the propo~tion that its mill 

levy for that fiscal year bears to the total ~ill levy cf 

the taxing authorities of the district in which the bank or 

savings and loan association is located. 

(J) •Taxing jurisdictions• means. for the purposes of 

this section, all taxing authorities within a county 

permitted under state law to levy mills against the taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located. 

C~) If a return filed by a bank or savings and loan 

~ssociation involves branches or offices in ~uttipte--texT~~ 

jdr~~~et~ofts HO&f_THAN CNE ~l~ IA!l~ Jll&I~ll!LILQ~~ tht 

depart~ent of revenuP shall provide 3 mctho~ by 

equitable distribution 

.I.UJillDICTIONSe 

AMONG !HOSE EENNUf5 

rule for 

IUllik 

~~IlOfta Section 1. Honeyed capital and shares of 

banks exe•pt. Cl) Moneyed capital and shares of banks are 

exe•pt fro• taxation. 

C2) •Moneyed capital• ~eans money, bonds, notes, and 

other evidence of indebtedness. including evidence of 

-12- HB 150 
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indebtedness secured by ~ ~ortgaJe on re~l or person~l 

property, in th<' hands of individual citizens and 

corporations 

national banks 

coming into coapetition with the business of 

or employed in conducting a banking or 

investment business. 

s~ction a. Section 7-6-206t MCAo is asended to read: 

"7-6-206. Time deposits. 11) Such public soney not 

necessary for immediate use by such county, city, or town 

which is not invested in direct obligations of the United 

States government as authorized in 7-6-202 ~~y be pl~ced In 

time or savings deposits with any bank~--buftdfn~--end--+oen 

esseefe~+enT or savings and loan association in the countyo 

city, or town. 

(2) When more than one banky--b~+4dfng--~d---toen 

essee+e~+eny or savings and loan association is available In 

any county for the deposit of such county funds or In any 

city or town for the deposit of such city or town funds, 

such funds ~ay be distributed ratably among all of such 

banksy-bu++d+ng-end-+oen-e~ee+~~ns~ and savings and loan 

associ at ions qualifying 

oroportion to the total 

therefor and 

property taxes 

substanti -~11 y 

paid during 

in 

the 

preceding year in such county or the county in which such 

city or town is locatedT-+ne+udtn~-~e~es-en-sheres--ef--b~nk 

steek~ ~nd the corporation license taxe~o by each s~e~ 

banky-b~+~d+ng-end-+een-essoeie~ie~~ or savings and loan 
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association willing to receive such ti~e or savings deposits 

under the teras of this part. 

(31 In lieu of a ratable distribution aMong banksy 

b~++d+ng--ond--+oen--sssoefat?eftST and savings and loan 

associations within the county. city, or town, the local 

governio~ body may solicit bids without advertising fro• any 

bank.-b~ttdi~-e"d-+ee~-esseete~fon• or savings and loan 

association In a county having at least two such financial 

institutions. Such Institutions may request in writing that 

they be listed for solicitation on bids for public •oney not 

necessary for i•~ediate use by the unit of local governsent. 

In counties having less than two such institutions, the 

local governing body ~ay solicit bids fro• and deposit 

public •oney in such institutions in neighboring counties 

unless the local financial institution agrees to pay the 

sa•e rate of interest bid by the neighboring financial 

institutions. The 9overning body may solicit bids by notice 

sent by mail to the investment institutions whose naGes are 

listPd as provided herein. The provisions of this 

subs~ctiun shall be consi1ered as meeting the requirements 

of subsection (2).• 

~ection 9. Section 1~-1-501• ~tAo is a~ended to read: 

•15-1-501. Disposition of •oneys fros certain 

~Psi~n~ted licens~ and other tJxes. (1) Th~ state treasurer 

shall deposit to th~ credit of the st~te qeneral fund all 

-14- HB 150 
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~oneys received by hi• from the collection of: 

(a~ auto~obile drivor•s license fees under subsections 

(1) throuqh {b) of 61-5-111; 

{b) electric energy producer•s license ta~es under 

chapter 51; 

37; 

(C) metalliferous mines license taxes under chapter 

(d) oil producer's license taxes under chapter 36> 

(e) liquor license taxes under Title 16; 

{f) telephone 1 icense taxes under chapter 53; .1nr:l 

(9) Inheritance and estate• taxes under Title 72, 

chapter 16. 

(2) Seventy-five percent of all .aneys received from 

the coll~tion of incCMH~ taxes. under chapter 30 and 

corporation license and incoee taxes under chapter 3ls 

~ as proyid9d In [section 6Js shall be deposited in the 

qeneral fund subject to the prior pledge ~nd arpropriation 

of such incoee tax and corporation license tax collections 

for the payeent of long-range building progra• bonds. The 

reeaining 25~ of the proceeds of the corporation license 

tax, exclu4ing that eotteeted ALLOtAlfQ __ IQ__lHE __ ~~ 

UDder [section ~l& corporation inco•e taxo and inco•e tax 

shall be deposited to the credit of the ear•arked revenue 

fund for state equalization aid to the public schools of 

P4ontana. 
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(3J Th9 state treasurer shall also deposit to the 

credit of the st~te general fund all moneys received by him 

fro• the collection of license taxes. fees, and all net 

r~~enues and receipts fro~ all other sources under the 

operation of the Montana Alcoholic Beverage Code.• 

Section 10. Section 15-B-10~• MCAo is amended to read: 

•t5-8-10it. Department audit of taxable value-- costs 

of audit paid by county-- penalty for underreporting. {1) 

When in the judg•ent of the director of revenue it is 

necessary, audits may be made for the purpose of deter~inin~ 

the t~xoble value of net proceeds of mines and oil and gas 

wellso be"k-~~~~'Y business inventories, and all other 

types of prop~rty subject to ad valorem taxation. The costs 

incurred by the departMent, includinq per diem and 

expense as well as salaries and benefits• 

reimbursed fro• th• a•ount collected as a result 

mileage 

shall be 

of the 

'!Udit. In the event the ;>rcperty subject to .1udit is 

assessed within two or more counties, the department shall 

allocate the cost a•ong the collections due each of the 

counties. Reimbursement shall be m~de solely for audit 

expense and not for other services provided to the counties 

by the depart•ent and May not exceed the amounts collected. 

(21 The taxable value of any underreported portion of 

any business inventory found as a result of an audit to h~vc 

been underreportecl by the owner -;hall be incr<eas<:!d by 25% as 

-16- H'l 150 
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a penalty for und~rreporting. 

(3) The 25% penalty may be ~aived by the department if 

reasonabl~ cause for failure to report the total value of a 

business inventory is provided to th~ de~artment. 

(4) The cost of the audit shall be paid to the state 

tr~asurer for credit to the general fund.• 

Section 11. Section 15-8-lllt MCA, is amended to read: 

•15-8-111. Assessment •arket value standard 

exceptions. (1) All taxable property •ust be assessed at 

100~ of its market value except as provided in subsection 

(51 of this section and in 15-7-111 through 15-7-114. 

(2) Market value is the value at which property would 

change hands between a willing buyer and a willing seller, 

neither being under any co•pulsion to buy or to sell and 

both having reasonable knowledge of relevant facts. 

(3) The department of revenue or its agents •ay not 

adopt a lower or different standard of value from market 

value in making the official assesseent and appraisal of the 

value of property in class one and classes seven through 

eight~en. For purposes of taxation, assessed valuP is the 

sa~e as appraised value. 

(4) The taxable value for all property in class one 

and classes seven through eighteen is the n~rcentaqe nf 

mark~t value established for each class of property in 

15-6-102 and 15-6-108 through 15-6-119. 
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{5) The assessed value of properties in 15-6-103£ 

15-6-10'eo 15-6 10~. ~h~o~~h 15-6-107£ and 15-6-120 is as 

follows: 

tot--Prop~~*y---in---tS-6-~6.--~nd~~--e~oss--~+v~y--+s 

assessed-~-.ee•-e~-beck-YO+~e-by-~h~-.e~hod-es*eb++shed--+n 

tS-6-l&b-~d-~he-s~e~+ens-e+t~-~h@re+nw 

tbtl~ Properties in 15-6-103, under class two, are 

assessed at 100~ of the annual net proceeds after deducting 

the expenses specified and alloved by 15-23-503. 

~tibl Properties in 15-6-lO't• 15-6-105, and 15-6-IZO, 

under classes three, four, and nineteen are dSsessed at 100~ 

of the annual gross proceeds. 

tdtLkl Propetties in 15-6-107, under class six, are 

assessed at 100~ of the productive capacity of the lands 

when valued for agricultural purposes. All lands that •eet 

the qualifications of 15-7-202 are valued as agricultural 

lands for tax purposes. 

(6) Land and the i~prove•ents thereon are separately 

assessed when any of the following conditions occur: 

{a) ownership of the improvements is different fro~ 

ownership of the land; 

(b) the taxpJyPr ~akes a written request; or 

{c) the land is outside an incorporated city or town. 

(7) The taxdble value of all property in classes two 

throu-jh ftuu:_JruL_tl"~ six i" the p.-rcentaye of assessed 
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personal property owned by the association-end-e~~e-~pon-~~ 

men~yed--eep+~e+--eep+eyed--+n--the--bus+ne~~. 'ft.e-moneyed 

eep+te+-~he++-be-e~eer~e+ned-by-deduet+n~-fre~-~he-ero~n~-ef 

eend~y-no~e~y-end-ether-ew+defte~--of--+n~b~edn~~--of--the 

e~~oe+et+eny--+nefHdfng-ewfdefte~-of-+nd~btedne~~-~eeured-ey 

mortqe~~-en-ree~-e~tete-or--~~~ene+--prop~r~yy--the--eeeHnt 

~tend+ng-~e-th~-ered+t-of-the-•e•bers-of-en-es~oe+et+en-H~en 

+t~--book~--end-eny-+ndeetedn.s~repre~eftt+ng-eone,-borrowed 

for-H,e-e,--.eneyed--eep+tel•--~--eoneyed--eep~e+--e,--,o 

e~eer~e+ned--,hef+--be--te~ed--ot-the-~e•e-re~e-end-~ke-the 

,e.e-efes,+f+eet+on-~-,her~-of-~toek-+n-e-net+one+-benk-or 

~eneyed--eep+te+---eoMfng---+nto---sHbstent+e+---e~pet+t+on 

therewith• The secretary of an ass~iation shall furnish to 

the department of revenue or its agent in the county In 

which the principal office of the association is located, 

within 5 days after demand, a condensed statement verified 

by hi• oath of the resources and liabilities of the 

association as disclosed by Its books at noon on January 

in ectch year. If the secretary fai 1 s to 11ake the stater.ent 

hereby required, the department or its aqent shall 

im~ediately obtain the information from any other avail~ble 

source, and for this purpose it shall hav~ 3Ccess to the 

books of the association. The department or its agent shall 

ther.,upon make :~n assessment of the real estate and personal 

prop~rty owned by the association-e~d-of-~he-me~eyed-eop+tel 
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••P•~--+~--the--ees~~s--e~---~h~---essee+etiOfto which 

assessm~nt shall be as fair and equitable as it •ay be able 

to eake fra. the best inforeation available, or the assessor 

•ay, for the purpose of the assessment, adopt the figures 

disclosed by any prior report sade by the association to any 

statn or federal officer under a state or federal law. A 

person required by this section to eake the stateeent 

provided for in this section who falls to furnish It is 

guilty of a •lsde.eanor. 

f~t--~he-e~eu~~-ste"d+~g-Hpen-+ts-boeks-te--the--ered+t 

ef--eeeft--•eeber--of--en-essee+e~+en-shef~-be-eons+de¥ed-end 

he•d-as-the-indiw+duof-cred+t-of-eeeh--eeeberw--Eeeh--ee~ber 

she••-•+st-the-shetes-held-by-h+m-for-texet+on-et-the+r-rea• 

wo+ue--~n-•oneyy-+n-the-eounty-of-h+s-res+deneey-the-se•e-es 

ether-ered+ts-are-++stedy-exeept--sher~--fro•--whieh--•oens 

howe--bee"-eede-or-.oney-edveneed-by-th-.-es~oe+et+on.-and-es 

to-sueh-shere~-they-shaff-be-l+sted-for-taxet+on-et-the--net 

eash--welHe-of-the-stoeky-to-be-eseerte+ned-by-dedHet+ng-the 

+oen--froe--tke--eash--we+He--of--the--shere~.--Assoe+at+ons 

er~en+red--under--or--eontro~fed-by-f+~+e-3~y-ehepter-~y-ere 

suejeet-to-te•at+en-+n-no-oth~r-wey•" 

Section 14. Section 17-5-408, ~CAo is amended to read: 

"17-5-408. Percentuge of income, corporation license, 

anJ ciqarette tax pledged. (1) Th~ state pledges and 

appropridtes and directs to be credit•,d as received to the 

-22- H!l 150 
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sinking fund account 1lt of all $Oney1_ex~t_as Qroyjd~_io 

~~ of this a~ received f~e~ the collection of the 

inco•e ta• and the corporation license tax referred to in 

15-1-501 and such additional a•ount of said taxes, if anyo 

as may at any tlw.e be needed to comply ~ith the principal 

and interest and rcsarve require~ents stat"d in 17-5-'t05('t)o 

provided that no ~ore than 1ll of such tax collections shall 

be dee.ad to be pledged for the purpose of 1T-5-~03C2)• The 

pledge and apvropriation herein maae shall be and re•ain at 

all ti•es a first and prior charge upon all eoney received 

fro• the col)ect!on of said taxes.• 

(2) The state pledges and appropriates and directs to 

be credited to the sinking fund account 15t of all ~oney 

received fro• the collection of the 9-cent excise tax on 

cigarettes ~hich 

16-11-111(1)• The 

is levied, i•posed, and assessed by 

state also pledges and appropriates and 

directs to be credited as received to the sinking fund 

account all •oney received fro• the collection of each of 

the excise taxes on cigarettes which are levied, l•posedo 

and assessed by subsection (2) and 13) of 16-11-111, as 

a•endedo after the payeent and rede•ption in full of the 

outstanding bonds for which said taxes have heretofore been 

pledged and appropriated or after the necessary funds ~ave 

been set aside for such payment and redemption as provided 

in this part. The state also pledges and appropriates and 
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directs to be credited as received to the sinking fu,,L 

account all money received from the collection of the taxes 

on other tobacco products 

assessed 

which 

by 

are or may hereafter be 

law for that pu~pose, levied, imposedo and 

including the tax levied, imposed, and assessed by 

lb-11-202. Nothing herein shall impair or otherwise affect 

the p~ovisions and covenants contained in the resolutions 

authorizing the presently outstanding long-range building 

proqra~ bonds. Subject to the provisions of the preceding 

sentence, the pledge and appropriation herein Made shall be 

and re~ain at all tiaes a first and prior charge upon all 

•oney received fro• the collection of all taxes referred to 

In this subsection (2).• 

Section 15. Section 20-9-3't3o MCA, is amended to read: 

•zo-9-3ft3. Definition of and revenue for state 

equalization aid. (1) As used in this title. the term •state 

~qualization aid• means those moneys de~osited in the 

ear•arked revenue fund as required in this section plus any 

legislative appropriation of •oneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation proqra.n. 

(2) The following shall be paid into the earmarked 

revenue fund for state equalization aid to public schools of 

the state: 

(a) 25% of all •oneys received from the collection of 

-Zit- HB lt;O 
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income taxes under chapter 30 of Title 15; 

(b) 25% of all .aneyso except as prpyided jn [sectioo 

6 of this act]• received from the collection of corporation 

license taxes under chapter 31 of Title 1'5, as provided by 

15-1-501; 

(cl 10% of the •oneys receiwed froa the collection of 

the severance tax on coal under chapter 3~ of Title 1~; 

(d) 62 1/2% of the .aneys received fro• the treasurer 

of the United States as the state's shares of oilo gaso and 

other mineral royalties under the federal Kineral Lands 

Leasing Acto as aaended; 

(e) interest and incoae aoneys described In 20-9-341 

and 20-9-342; 

(f) income froa the local iapact and education trust 

fund account; and 

t g) 

rev.z.uues 

support 

in addition to these revenues, the surplus 

collected by the counties for foundation program 

according to 20-9-331 and 20-9-333 shall be paid 

into the same earaarked revenue fund.• 

Section 16. Section 32-l-413o KCAo is amended to read: 

"32-1-413. Borrowing aoney for capital purposes 

22 status of capit~l. Notwithstandin~ any other provision of 

23 1~~· ~ny commercial bank• savings ~~nk, trust cnmpanyo or 

24 investment company, now In existence or which aay be 

25 hereafter formedo shall have the power to borrow money for 
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capital purposes upon such ter3S and conditions as may be 

approved by the depart.snt and for this purpose •ay issue 

capital notes or debentures therefor. such notes or 

debentures to be subordinate in right of payaent to the 

payaent in full of all d--posits of such banko savings banko 

trust co•pany. or investaent coapany. The a•ount of aoney so 

borr~wed shall be considered as capital for the purpose of 

deteraining the •axlau• a•ount of •oney that aay be loaned 

by such bank• savings bank• trust coapanyo or invest•ent 

co•pany to any person, partnershipo or corporation and for 

the purpose of deter•ining the •axi•u• a•ount of .oney which 

such bank •ay borrow and for all other purposes of bank 

capital as aay be•requlred by law.-eweep~-~het-~-.oney-se 

berrewed--she~.--ne~-•n--eny---even~---b-----eon~d~6---+n 

e$eerte+n+ng--the-v&Jue-end-esses,.eftt-~h&res~eny-b~ 

fer-~e~r~se-ef-te.et+eft.• 

Section 17. Repealer. Sections 15-6-lO&o 15-24-501 

through 15-24-508• and 15-Z4-603o KCAo are repealed. 

Section 18. Effective date. This act is effective for 

taxable years beginning on or after DeceMber 31 9 1978. 

-End-
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Mardl 2o, 1979 

SENATE STANDING COMMITTEE REPORT 
(Taxation) 

That House Bill No. 150, third reading bill, be amended as follows: 

l. Title, line 11. 
Strike: "COLLECTDJG AND" 

2. Page 2, 1.ine 8. 
Following: "governments," 
Strike: "all" 
Insert: "a portion of the" 

3. Page 2. 
Following: line 9 
Strike: "collected" 
Insert_: "received" 

4. Page 9, lines 7 and 8. 
Strike: ", except as provided in [section~ 

5. Page 9, line 17. 
Following: "Section 5." 
Strike: remainder of line 17 through line 12 on page 10 
Insert: "Department of Revenue - special duties for transmitting 

corporation license tax revenues col.lected from banks or savings 
and loan associations to counties. (l) . Within 30 days after 
receiving corporation license tax returns and payments from banks 
or savings and loan associations, the department of revenue shall 
transmit to the county treasurer in which the business is located 
the revenues calculated under [section 6 (b)]." 

6. Page 10, lines 18 and 19. 
Strike: "and the county treasurer of the county in which the 

business is located" 

7. Page 10, line 22. 
Following: "for" 
Insert: "their portion of the" 
Following: 11 overpayment" 
Insert: "received" 

B. Page 11, line 8. 
Strike: "collecting the taxes," 
Following: "refunds" 
Strike: "," 

9. Page 11, line 11. 
Following: "collected" 
Strike: "by county treasurers" 
Insert: "from banks or savings and loan associations" 

10. Page 11, line 12. 
Following: "taxes" 
Strike: remainder of line 12 in its entirety 
Insert: "collected from banks and savings and lo..,n associations" 



March 28, 1979 

SENATE COMMITTEE OF THE WHOLE 

That House Bill No. 150, third reading bill, be amended as follows: 

1. Amendment #5 is to read as follows: 

5. Page 9, line 17. 
Following: "Section 5." 
Strike: ...remainder of line 17 through line 12 on page 10 
Insert: ~"Department of revenue--special duties for transmitting corporation 

license tax revenues collected from banks or savings and loan 
associations to counties. ( 1) Within 30 days after receiving corporation 
license tax returns and payments from banks or savings and loan 
associations, the department of revenue shall transmit to the county 
treasurer of the county in which the business is located the revenues 
calculated under [section 6 (l) (b)]." 

Renumber: subsequent subsections 

2. Amendment #10 is to read as follows: 

10. Page 11, line 12. 
Following: "collected" 
Strike: "by county treasurers" 
Insert: "from banks and savings and loan associations" 

3. Page 12, line 7. 
Following: "ONE" 
Strike: "COUNTY" 
Insert: "taxing jurisdiction" 

4. Page 12, line 9. 
Following: "THOSE" 
Strike: "COUNTY" 
Insert: "taxing jurisdiction" 


