CHAPTER NO. (24

HOUSE BILL NO. 150

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

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

IN THE HOUSE

January 13, 1979 Introduced and referred to
Committee on Taxation,

March 12, 1979 Committee recommend bill
do pass as amended. Report
adopted.

March 14, 1979 Printed and placed on members'
desks.

March 15, 1979 Second reading, do pass.

March 16, 1979 Considered correctly engrossed.

March 17, 1979 Third reading, passed.

Transmitted to second house.

IN THE SENATE

March 19, 1979 Introduced and referred to
Committee on Taxation.

March 26, 1979 Committee recommend bill
be concurred in as amended.
Report adopted.

Statement of Intent adopted.

March 27, 1979 Second reading, pass con-
sideration.
March 28, 1979 Second reading, concurred in

as amended.

March 30, 1979 Third reading, concurred in
as amended.



IN THE HOUSE

March 30, 1979 Returned from second house.
Concurred in as amended
with Intent statement.

April 2, 1979 Second reading, amendments
adopted.
April 3, 1979 Third reading, amendments

adopted. Sent to enrolling.

Reported correctly enrolled.
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2 INTRODUCED B
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3 BY REQUEST OF THE REVENUE OVERSTIGHT COMMITTEE

4

5 A BILL FOR AN ACT ENTITLED: ®AN ACT CHANGING THE METHOD OF

& TAXING BANKS AND SAVENGS ANMD LOAN ASSOCIATIONS FOR LOCAL
7 GOVERNMENTS; REMOVING THE CORPORATION LICENSE TAX EXEMPTION
B FOR INTEREST FROM STATE AND LOCAL OBLIGATIONS; REPEALING THE
9 TAX ON MONEYED CAPITAL ANU SHARES OF BANKS; PROVIUING FUR A
10 DIFFERENT METHOD OF COLLECTING AND ODISTRIBUTING CORPORATION

11 LICENSE TAXES PALID BY BANKS AND SAVINGS AND LOAN
iz ASSOCIATIONS; AMENDING SECTIONS 7-6-2064y 15-1~501s 15-8-10%e

i3 15-8-111y 15-24-701, 15-24~801, 15-31-101, 15-31~-114s

14 15~31-502y 17-5-408s 20-9-343¢ AND 32-1-413y MCA; REPEALING
15 SECTIONS 15-6-106y 15-24~501 THROUGH 15-24-508¢ AND
16 15-24~-603y MCA; AND PROVIDING AN EFFECTIVE DATEL™

17

18 BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE DOF MONTANA:

19 NEW SECTIONe Section le Purpose. The Jegislature
20 recognizes that the property tax on moneyed capital and bank
21 shares is an important element in the tax bases of wasany
22 local governmentse Sinces howevers the current method of
3 valuing bank shares has legal defectss may be causing the
24 undercapitalization of Montana's bankssy ang imposes an
25 inequitable tax burden on some financial institutionse the
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legislature hereby repeals this taxe Banks and savings and
loan associations will be taxed on 3 more equitable basise
their net income. To make their basis for computing net
income comparable to other businessesy the tegislatura
repeals the corporation license tax deduction for interest
on public obligationse To replace the property tax revenue
lost to local governmentss 211 corporation license taxes
paid by banks and savings and 1leoan associations will be
collected by <counties and distributed to the various local
governmentse based on their current mill leviese.
Section 2. Section 15-31-101+ MLAs is amended to read:
"15-31-101. Organizations subject to taxe {1) The term
®"corporation™ includes associationss joint-stock companiessy
common-1aw trusts and business trusts which do business in
an organized capacitys and all other corporations whether
cresteds organizeds or existing under and pursuant teo the
lawse agreementss or declarations of trust of any states
countrys or the United Stateses
{2} The terms "engaged in business™ and "doing
business™ both mean actively engaging in any transaction for
the purpose of financial or pecuniary gain or profite
{3} Every cCorporations except as hereinafter provided
and except as provided in 33-2-T05{5)}+ engaged in business
in the state of Montana shall annually pay to tha state
treasurer as 3 license fee for the privilege of carrying on
% 4 Fm %
fes 58
INTRODUCED BILL
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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 forthe In the case of corporations having
income from business activity which is taxable both within
and without this states the license fee shall be -eas:}ed by
the net income derived from or attributable to Montana
sources as determined under part 3. This tax is due and
payable on the 15th day of the S5th month following the close
of the taxable year of the corporation; howevers the tax
becomes 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 income was esrnedes

{4) Every bank organized under the l1aws of the state
of Montanas or of any other states ond gr every--nationed
benk-orgentred-under—the—teows of the United States and eyery
this state or of the United States sre 4is subject to the
Montana corporation license tax provided for under this
chaptere For taxable years beginning on and after January 1l
1972, this subsection is effective in accordance with Public
Law 91-156+ section 2 (12 UeSeles 548)."

Section 3 Section 15-31-114y HCAs is amended to read:

®15-31-114« Deductions allowed in computing income. In

computing the net incomesy the following deductions shall be
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altowed from the gross income receivad by such corporation
within the year from all sources:

{1) A1l the ordinary and necessary expenses paid or
incurred during the taxable year in the maintemance and
operation of its business and propertiess including
reasonable allowance for salaries for personal services
actually rendereds subject to the limitation hereinafter
containedy rentals or other paymsents required to be aade as
@ condition to the continued use or possession of property
to which the corporatien 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 income tax; provideds however,
that where domestic corporations are taxed on income derived
from without the statey salaries of officers paid in
connectlion with securing such income shal) be deductible.
(2) {a) A1) losses actually sustained and charged off
within the year and not <compensated by TInsurance or
otherwisey including a reasonable allowance for the wear and
tear and obsolescence of property wused in the trade or
businesss such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable years Al) elections for
depreciation shall be the same as the elections mwmade for

federal income tax purposese No deduction shall be allowed

—ty—
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for any amount paid out for eany buildingses permanent
improvementsy or betterments made to increase the value of
any property or estates and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
made.

(b} (1) There shall be allowed as a deduction for the
taxable period a net operating loss deduction detersined
according to the provisions of this subsectione The net
operating loss deduction is the aggregate of net operating
loss carryovers to such taxable period plus the net
operating loss carrybacks to such taxable periode The term
"net operating loss™ means the excess of the deductions
allowed by this sections 15-31-114y over the gross income,
with the modifications specified in {ii) of this subsectione.
If for any taxable period beginning after December 31+ 1970,
a3 net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of the three taxable
periods preceding the taxable period of such loss and sholl
be a net operating less carryover to each of the five
taxable pericds following the taxable period of such 103se A
net operating loss foer any taxable period ending after
December 31y 1975+ in addition to Deing a net operating 1oss
carryback to each of the three preceding taxable periodss

shall be a net operating loss carryover to each of the seven
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taxabte periods following the taxable period of such 1loss.
The portion of such loss which shall be carried to each of
the other taxable years shall be the excesss if anys of the
amount of such 10ss over the sum of the net income for each
of the prior taxable pericds to which such loss was carriede
For purposes of the preceding sentences the net income for
such prior taxable period shall be computed with the
modifications specified in (ii)(B) of this subsection and by
determining the amount of the net opersting 1loss deduction
without regard to the net operating loss for the loss period
or any taxable pericd thereafterey and the net income so
cosmputed shall not be considered to be less than zerce

{ii) The modifications referred to in (i) of this
subsection shall be as follows:

{A} No net operating loss deduction shall be allowede.

{B) The deduction for depletion shall not exceed ¢the
amount which would be allowable if computed under the cost
mathode

iC)__Any pef gperating loss carried over to any taxable
ysars peginning after December 31» 1978 smust be calculated
under _the prowisigns of this section effective for the
taxable year for which the return claimi atj
lass carryover is filede

téiii) A net operating loss deducticn shall! be allowed

only with regard to losses attributable to the business

S
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carried on within the state of Montanze

{iv} In the case of a3 merger of corporationsy the
surviving corporation shall not be allowed a3 net operating
Toss deduction for net operating losses sustained by the
merged corporations prior to the date of mergers In the case
of a consolidation of corporationss the new corporate entity
shall not be allowed a deduction for net operating losses
sustained by the consclidated corporations prior to the date
of consolidatione

(v) Notwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or carryovers

(vi) The net operating loss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 31y 1970y but shall be allowed only with
respect to taxable periods beginning on or after January 1»
1971

(3) In the case of miness other natural depositse o0il
and gas wellsy and tisbers a reasonable allowance for
depletion and for depreciation of improvements: such
reasonable allowance to be determined according to the
provisioas of the Ilanternal Rewvenue Code in effect for the
taxable year. A1l elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration

and development costs and intangible drilling expenses for
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corporation license tax purposes shall be the some as the
elections made for federal income tax purposesas

(4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business froa
which {its income is derived; but no Interest shall be
allowed as a deduction if paid on an indebtedness <created
for the purchases maintenances or improvemsent of property or
for the conduct of business unless the income from such
property or business would be taxable under this parte

{15)-—interest—incone—fromobiigations-of-the—state—or
sny-potirtital-subdivision-or-municipetity-of-the-states

16¥4(3) (a) Taxes paid within the year except the
followings:

(i) Taxes imposed by this parte

{i#) Taxes assessed against loca) benefits of a kind
tending to increase the value of the property assessed.

(iii}) Taxes on or according to or wmeasured by net
income or profits imposed by authority of the government of
the United Statess

{iv}) Taxes imposed by any other state or country upon
or measured by net income or profits.

{b) Taxes deductible under this part shall be
construed to include taxes imposed by any countys school
districts or municipality of this states

£#3[6) That portion of an energy-related investment
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3llowed as a deduction under 15-32-103.%

Section %« Section 15-31-502, MHCAs is amended to reao:

*15-31-502« Assessment and paysent of taxs penalty.
and interest. A)1 taxpayers shall comapute the amount of tax
payable under this chapter and shall remit such amount to
the department of revenues except as provided _in ([sectiogn
2]a on or before the 15th day of the 5th month following the
close of the taxable periode If the tax is not paid on or
before the due dates there shall be assessad a penalty of
10 of the amount of the tax unless it is shown that the
faiture was due to reascnable cause and not due to neglect.
If any tax due under this chapter is not paid when dues Dy
reason of extension granted or otherwises interest shall be
added thereto at the rate of 9% per annue from the due date
until paid."

NEM SECYIONe Section Se Banks and savings and loan
associations -— special provisions for filing returns and
payment of taxess (1} County treasurers shall collect
corporation license taxes paid by banks and savings and loan
associationse

{(2) Within 10 days after receiving a corporation
ticense tax return from & bank or savings and loan
associations the department of revenue shall transmit to the
county treasurer of the county in which the business is

located a statement showing its tax liabilitys To insure the
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confidentiality of the returns 3s required under 15-31-50Ts
the statement sent to the treasurer shall show only the name
and address of the bank or savings and loan association and
its tax liabilitye

{3) Within 5 days after vreceiving a corporation
license tax statemsents a county treasurer shall send to the
business a demand for payment in the amount shown on the
statement.

(4) The bank or savings and loan association shall
make payment to the county treasurer within 5 days after
receiving a demand for paymsente.

{5) 1If the department of revenue determiness under the
provisions of 15-31-503 and 15-31-531sy that a bank or
savings and loan association owes more taxes than shown on
the original return or has paid more than the taxs penaltys
or interest due in any yeary it shall notify the bank or
savings and loan association and the county treasurer of the
county in which the business is lTocated. Additional payment
is due within 10 days after receipt of the final
determination of taxes duees County treasurers shall issue
warrants for overpayment and interests as provided in
15-31-531.

{6) The department 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- g}f" (5 F75
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license taxes owed by banks and savings and loan
a2ssociationse Any delinquent taxes collected from the sale
of property of a bank or savings and loan association under
the provisions of 15-31-525 shall be transmitted to the
county in which the corporation owing the delinquent taxes
is located. The only duties of the county treasurers in this
regard are collecting the taxesy issuing refundsy and
distributing the taxes to local taxing jurisdictionse

HEK SECTION. Section 6e Distribution of corporation
license taxes <collected by county treasurerss (1) A1l
corporation license taxes ccllected by county treasurers
shall be distributed to the various taxing jurisdictions
within the county in which the bank or savings and 1locan
association is located.

(2Z) The <corporation license taxes collected shall be
allocated to each taxing jurisdiction in the proportion that
its mill levy for that fiscal year bears to the total =mill
levy of the taxing authorities of the district in which the
bank or savings and lcan association is located.

{3) *Taxing jurisdictions™ meanss for the purposes of
this sectiony 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.

(4) If a return filed by a bank or savings and 1lean

-11—

+»

- &

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

LC ©080/01

association involves branches or offices in multiple taxing
jurisdictions the department of revenue shall provide &
method by rule for equitable distributione

NEM _SECLTIONe Section Te PMoneyed capital and shares of
banks exempt. (1)} Moneyed capital and shares of banks are
exempt from taxatione

{2) ™Moneyed capital®™ means moneys bondss notess and
other evidence of indebtednessy including evidence of
indebtedness secured by 2 wortgage on real or personal
propertys in the hands of individual citizens and
corporations coming into competition with the business of
national banks or eamployed in conducting a banking or
investment businesss

Section 8. Section 7-6-206¢ MCAs is amended to read:

*T-6-20be Time depositse (1) 3Such public money not
necessary for ismediate use by such countys citys or town
which is not invested in direct obligations of the United
States government 3s authorized in 7-6-202 may be placed in
time or savings deposits with any banky-buiiding-end-troen
assoe+ationy Or savings and loan asscciation in the countys
citys oOr towns

{2) When more than one banky—-boitding-—and——toen
assoe+stiony 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 fundss
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such funds may be distributed ratably among a1l of such
banksy—buitding-end-}toan-assoctationsy and savings ano 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 locatedv-inctuding-texcs-on—sheres-of-bank
stoeky and the corporation license taxas paid by each such
banky—-buitding-—end--Iosn—essoctationy or savings and loan
association willing to receive such time or savings deposits
under the terms of this parte

(3} Inlieu of a ratable distribution among banksy
beidding—-and—3}oan—asseciatiensy and savings end loon
associations within the countys citys or towns the local
goeverning body may solicit bids without advertising frow any
banky--buitding--snd--Fean——-essociationy or savings and loan
association in @ county having at least two such financial
institutionss Such institutions may request in writing that
they be listed for solicitation on bids for public money not
necessary for immediate use by the unit of local governeent.
In counties having less than two such institutionss the
local governing body wmay solicit bids from and deposit
public money in such institutions in neighboring counties
unless the locat financial institution aJagrees to pay the
same rate of interest bid by the neighboring financial

institutionse The governing body may solicit bids by potice

-13~

10
11
12
I
14
15
16
17
18
i9
20
21

22

24

25

LC 0080/01

sent by mail to the investment institutions whose names are
listed as provided hereine The provisions of this
subsection shall be considered as meeting the requirements
of subsection {2).*

Section 9« Section 15-1-501¢ MCAy is amended to read:

®15-1-501. Disposition of moneys from certain
designated license and other taxess (1) The state treasurer
shall deposit tc the credit of the state general! fund all
moneys received by him from the collection of:

{a) automcbile driver's license fees under subsections
(1} through (6) of 61-5~111;

(b) electric energy producer®s tlicease taxes under
chapter 51;

{c) metalliferous mines license taxes under chapter
37;

(d) o©il producer®s license taxes under chapter 363

{e} liguor Yicense taxes under Title 16;

{f) telephone license taxes under chapter 53; and

(L=} inheritance and estate taxes wunder Title T2e
chapter 16.

(2} Seventy-five percent of all moneys received from
the collection of income taxes wunder chapter 30 and
corporation license and income taxes under chapter 3ia
except as provided jn [section &3» shall be deposited in the

general fund subject to the prior pledge and appropriation

4 -
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of such income tax and corporation license tax collections
for the paysent of long-range building program bonds. The
remaining 25% of the proceeds of the corporation license
taxs excluding that collected under [section_6ls corporation
income taxs and income tax shall be deposited to the credit
of the earmarked revenue fund for state equalization aid to
the public schools of Montanas

{3) The state treasurer shall alsc deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxess feesy and all net
revenues and receipts from all other scurces wunder the
operation of the Montana Alcoholic Beverage Codees"

Section 10« Section 15-8-104y MCAy is amended to read:

®15-8-104, Department a3udit of taxabl: value — costs
of audit paid by county —— penalty for underreportinge (1)
When in the judgment of the director of revenue it is
necessaryy audits may be made for the purpose of determining
the taxable value of net proceeds of mines and oil and gas
wellss benk-—-sheresy business inventoriess and all other
types of property subject to ad valorewm taxation. The costs
incurred by the departments including per diem and mileage
expense as well 3as salaries and benefitsey shall be
reimbursed from the amount collected as a result of the
audite In the event the property subject to audit is

assessed within two or more countiess the department shall
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allocate the cost arong the collections due each of the
countiese Rcecimbursement shall be wmade solely for audit
expense and not for other services provided to the counties
by the department and may 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 25% as
3 penalty for underreportings

[(3) The 25% penalty may be waived by the department if
reasonable cause for failure to report the total! value of 3
business inventory is provided to the departments

{4) The cost of the audit shall be paid to the state
treasurer for credit to the general fund."

Section 1l. Section 15-8-111s MCAs is amended to read:

"15-8-111s Assessment — w®market value standard —
exceptionss {1) A1Y taxable property must be assessed at
100x of its market value except as provided in subsection
{5) of this section and in 15 7-111 through 15-T-1l1%.

(Z) Market vatue is the value at which property would
change hands between a willing buyer and a3 willing sellers
neither being under any compulsion to buy or to sell and
both having reasonable knowledge of relevant factse

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from 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
eighteenes For purposes of taxations assessed value is the
same as appraised values

{(4) 7The taxable value for 3all property in class one
and classes seven through eighteen is the percentage of
wmarket value established for each <class of property in
15-6-102 and 15-6-108 through 15-6~119%9

{5} 7The assessed value of properties in 15-6-103g
15-6-104s 15-6-10%: +®hrovgh 15-6-10Ts and 15-6-120 is as

follows:

toy——Property-—-in—-15-6-166y-~under——coss—-fiveyr-—is
sssessed—at—1688%-of -book-volve-by—the—method—-established—in
1+5-6—106-ond—the—sections-cited-thereins

tb3(a) Properties in 15-6-103¢ under class twos are
assessed at 1002 of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

te¥ih}) Properties in 15-6-104s 15-6-105» and 15-6~120s
under classes threes fours and nineteen are assessed at 100X
of the annual gross proceedss

+43[c) Properties in 15-6~10Ty under class sixe are
assessed at 100 of the productive capacity of the lands
when valued for agricultural purposese. A1l lands that meet
the qualifications of 15-7-202 are valued as agricultural
tands for tax purposess.

{6} Land and the improvements thereon are separately
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assessed when any of the following conditions occur:

{a} ownership of the improvements is different from
ownership of the land;

{b} the taxpayer makes a written reqguest; or

[c} the tand is outside an incorporated city or towne

{7} The +taxable walue of all property in classes two
through four aod class six is the percentage of assessed
value established in 15-6-103s _15-6-10%s 15-6-105« through
angd 15-6-10T7y_and 195-6-120 for each class of propertye™

Section 12« Section 15-24-70ls MCA, 3is amended to
read:

®15-24-T0l« Production credit associations -
assessment and payment. (1) Every production credit
association organized under the provisions of section 1131d
of Title 12+ United States Codes Annotateds shall be
assessed for and pay taxes wupon all real and personal
property owned by such asscociation-end-alse-—upon-the-moneyed
cepitat-employed-ir—such-businessy—such-moneyed-—cap+tol--to
be-—ascertained-—by-—deducting- -from-—the--amount—-of-troansy
inctoeding—toans—-secured—by —mortgege——on-—reat——estete--or
personsi——-propertyy-—the-amount-of-such-toans—-discounted—ond
sny-tndebtedness-representing—soney——borrowed——for—ogse~—as
soneyed-capitats—-Sord-moneyed-capitat-sheti-be-taxed-at—the
some—-rate—-and-—take-—the—seme-cliassification—ss—shares-of

stock—in-a-netionsi-benk-—or-—msoneyed—capitesi——coming—-inte

. HB /s5e0
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substantial-competition-therewithe

(2) The secretary or managing agent of every such
association shall furnish to the assessor of the county in
which the principal office of such association is locateds
within 5 days after demand therefors 2a statement in such
detail? as the department of revenue or its agent eay
requirey verified by his ocathsy of the resources and
liabilities of such association as disclosed by its books at
the close of business on December 31 of the preceding yeare
1f such secretary or managing agent shall fall to make the
statement hereby required, the department or its agent shall
forthwith obtain such information from any other available
sources and for this purpose it shall have access to the
bocks of such associatione The department or its agent shall
thereupon make an assessment of the real estate and personal
property owned by such association end--of-—-the-moneyed
capitot-empltoyed-in—the—business-of-such-associatieny which
assessment shall be as fair and equitable as it may be able
to make from the best information availables or said
assessor may for the purpose of said assessment adopt the
figures disclosed by any prior report made by such
association to any state or federal officer pursuant to any
state or federal taw. Any person required by this section to
make the statement hereinabove provided who shall fail te

furnish the same shall be guilty of a misdemeanor and shall
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be punished accordinglys"

Section 13« Section 15-24-801+ MCAs is amended to
read:

®15-24~-801s Buidesing Saxiogs und loan associations --
taxatione ¥4 Every buitding-end-toon-or savings and loan
association subject to regulation under Title 32y chapter 2s
shall be assessed for and pay taxes wupon all real and
personal property owned by the association-end-edse—upon—the
noneyed-copitet—enployed —in-—-the--business. Fhe--woneyed
cepitat—sheli—be-—escerteined-by-deducting-fron—the—-amount—of
bendsy—-notesy--and--other-—evidences-of-indebtedness—of-the

' ssgectetiony—inctuding—evidences—of—indebtednevs—secured--by

mortgoge——on—-resi--estate-—or—personat-propertyv—the-escunt
standing-to-the-credit-of-the—members-of-on-essocrotron—upon
Fts-hooks—end-ony—indebtodness—representing-—money--borrowed
for--use—oss-—monuyed-—cepitoiv——Fhe--soneyed-—cepitet-as-vo
ascertained-shali-be-toxed-at—the-sene——reote-——ond--take-—the
seme—ciassification—es—shares—of-stocic-in-a-nationst-benk-or
moneyed—--copited--—coming— —into-—-substentio}— —competition
therewithe 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 1is Jlocateds
within 5 days after demands a condensed statement verified
by his oath of the resources and liabilities of the

association as disclosed by its books at noon on January 1
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in each year. If the secretary fails to make the statement
hereby requireds the department or its agent shall
immediately obtain the information from any other available
sources and for this purpose it shall have access to the
books of the assoclatione The department or its agent shall
thereupcon make an assessment of the real estate and personal
property omwned by the association-end-of-the-woneyed-capitat
enployed-——in——-the—~-business-—of—~the--sssceietions which
assessment shall be as fair and equitable as it may dbe able
to wmake from the best information availables or the assessor
mays for the purpose of the assesssents adopt the figuras
disclosed by any prior report made by the association to any
state or federal officer under a state or federal law. A
person required by this section to make the statement
provided for In this section who Ffails to furnish it is
guilty of a2 aisdemeanor.
t2r--Fhe—omount—stending—upon—its—books-to—the—-ecredit
of —each-menber-cf-an-s3societion--sheit—-be--conridered-—-ond
heltd——as-——the--individual-credit-of-esch-memberv-Ench-nenber
sheli— i st-the-shores-hedd-by-him-for-taxntion-at-their-read
votue-in-moneyy-in-the-county-of-his-residencey-the-soeme--as
other--eredits~—are—3¥istedr——except-shares-from—which-toens
have-been-aee-of—-enef—edveneeﬂ—by-the-asso:éetienv—und--as
to—such—shares—they-sheii-be-ligsted-for-toxation—at—the-net

cash-vatve—eof-the—stocky—to-be-sscertoined-by-deducting-—the
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}oan—from—-the——cosh——valve——of-——the-—sharess-—hssocintions
orgenired-under—or-controlted-by-Fitte-32v——chapter—2Zy—-—-nre
subject—to—taxation-in-no-other—weys®

Section l4« Section 17-5-408, MCAy is amended to read:

*17-5-408. Percentage of incomes corporation licensey
and cigarette tax pledgeds (1) The state pledges and
appropriates and directs to be credited as received to the
sinking fund account 11% of alil moneys _except as prowided in
[section & of this act)s received from the collection of the
income tax and the corporation license tax referred to in
15-1-501 and such additional amount of said taxesy if anyy
as may at any time be needed to comply with the principal
and interest and reserve requirements stated in 17-5-405(4)y
provided that no more than 11% of such tax collections shall
be deemed to be pledged for the purpose of 17-5-403(2}« The
pledge and appropriation herein made shall be and remain at
all times & first and prior charge upon al} money received
from the collection of said taxess

{2) The state pledges and appropriates and directs to
be credited to the sinking fund account 15% of 211 money
received from the collection of the 9-cent excise tax on
cigarettes which is levieds imposeds and assessed by
16-11-111(1)s The state also pledges and appropriates and
directs to be credited as received to the sinking fund

account all money received from the collection of each of
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the excise taxes on cigarettes which are levieds imposed,
and assessed by subsection {2} and (3} of 16-11-111s as
amendedy after the payment and redemption in full of the
outstanding bonds for which said taxes have heretofore oeen
ptedged and appropriated or after the necessary funds have
been set aside for such payment and redemption as provided
in this parts The state also pledges and appropriates and
directs to be credited as received toc the sinking Ffund
account all money received from the collection of the taxes
on other tobacco products which are or =3y hereafter be
teviedy Iimposedey and assessed by law for that purposes
including the tax ‘levieds imposeds and assessed by
16-11-202« Nothing herein shall impair or otherwise affoct
the provisions and covenants contained in the resolutions
authorizing the presently outstanding long-range building
program bondse Subject to the provisions of the preceding
sentences the pledge and appropriation herein made shall be
and remain at all times a first and prior charge wupon all
money received from the collection of all taxes referred to
in this subsection {2}."

Section 15« Section 20-9-343¢ MCAs is amended to read:

®20-9-343. Definition of and revenue for state
equalization aide (1) As used in this titley the term “state
equatization aid"™ means those moneys deposited in the

earmarked revenue fund 3s required in this section plus any
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legislative appropriation of moncys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation programs

{2) The following shall be paid into the earmarked
revenue fund for state equalization aid to public schools of
the state:

{a) 25% of a1l moneys received from the collection of
incose taxes under chapter 30 of Title 15;

(b} 253 of 231 moneysas gxcept as provided in [section
S of this actls recelved from the collection of corporation

license taxes wunder chapter 31 of Title 15y as provided by

"15-1-5013;

{c) 10X of the moneys received from the cotlection of
the severance tax on coal under chapter 35 of Titie 15;
(d) 62 1/2% of the moneys received from the treasurer

of the United States as the state®s shares of 0ils g2sy and

other aineral royalties wunder the federal NMineral Lands
Leasing Acts as amended;

fe) interest and income moneys described in 20-9-341
and 20-9-342;

{f) income from the local impact and education trust
fund account; and

{9) in addition to these revenuesy the surplus
ravenues collected by the counties for foundation program

support according to 20-9-331 and 20-9-333 shall be paid
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into the same earmarked revenue fund.®

Section 16« Section 32-1-413, MCAy is amended to reaa:

"32~-1-413. Borrowing wmoney for capital purposes —
status of capital. Notwithstanding any other prevision of
Yawy any commercial banks savings banks trust compdnys OF
investment companyes now in existence or which may be
hereafter formeds shall have the power to borrow money for
capital purposes upon such teres and conditions as may be
approved by the department and for this purpose may issue
capital notes or debentures therefory such notes or
debentures to be subordinate in right of paysent to the
paysent in full of all deposits of such banks savings bank,
trust companyes or investment companye The amount of money so
borrowed shall be considaered as capital for the purpose of
determining the maximus asmount of money that may be loaned
by such banky savings banke trust cospanys or investment
company to any persons partnerships or corporation and for
the purpose of determining the saximum amount of money which
such bank may borrow and for all other purposes of bank
capital as may be required by 1awvr—except-thet-the-money—-so
borrowed———shati--—-not—-tn--——any--event-——pe—considered-—in
ascertaining-the-vatue-snd-essecssment-of-shares-of-sny-—bank
for-the-purpose-of-texetton.”

Section 17« Repealere Sections 15-6-106¢ 15-24-50C1

through 15-24-508y and 15-24-603¢ MCAs are repealed.

P4
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Section 18« Effective dates. This act is effective

taxable years beginning on or after December 31y 1978.

-End-

HB 150
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STATE OF MONTANA
REQUEST NO, _36~79

” FISCAL NOTE
Form BD-15
* In compliance with a written request received _January 19 49 79 , there is hereby submitted a Fiscal Note

> for House Bi1l 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 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 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

w 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.

v 3) The historic growth in saving and loan associatlon 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

) Y20 FY81
Corporation License Tax Collections
under current law $35.00 M $35.00 M
under proposed law 33.15 M 33.00 M
Estimated Decrease (6 1.85 M) (8 2.00 M)
. 6 Mi11 University Levy
under current law $ .14 M S .16 M
under proposed law 0 0
Estimated Decrease (5 .14 M (¢ .16 M
Total Revenue
under current law $35.14 M $35.16 M
under proposed law _33.15 M 33.00 M
Estimated Decrease (8 1.99 M) ($ 2.16 M)
(CONTINUED ON PAGE 2) _LA‘.J X/ﬂav——\ o
BUDGET DIRECTOR / “

Office of Budget and Program Planning
Date: Uﬁ§/7f




STATE OF MONTANA
REQUEST NO. .26-79

FISCAL NOTE
Form BD-15

L

In compliance with a written request received January 19 49 79 there is hereby submitted a Fiscal Note

for __House Bi1ll 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.

Page 2
FUND INFORMATION
FY_80 FY 81
General Fund
under current law $§22.400 M $22.400 M
under proposed law _21.216 M 0 21.120 M
Estimated Decrease ($ .184 M) (zxj:3§0 M)
Earmarked Revenue Fund
(School Foundation Program)
under current law $ 8.750 M $ 8.750 M
under proposed law 8.288 M __8.250 M
Estimated Decrease (8 _.463 M) ($_..500 M)
Sinking Fund
under current law $ 3.850 M $ 3.850 M
under proposed law __3.646 M _.3.630 M
Estimated Decrease ($ 2Q§_§) ($ﬁﬁngp M)
6 Mill University Levy
under current law $§ .140M $ .160 M
under proposed law 00 .00
Estimated Decrease (8 .140 M ($,_.160 M)

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: .. .-




>

I

STATE OF MONTANA
REQUEST NO.

FISCAL NOTE

56-79 _

Form BD-15

In compliance with a written request received . .
- pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

for

January 19 79

, 19

House Bill 150

, there is hereby submitted a Fiscal Note

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.

LA R
B2 DY A

EFFECT ON LOCAL GOVERNMENTS

Local governments would lose $100,000 in 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 will lose over $2 M in Corporation License Tax from saving and loan
assoclations and banks each year this bill is in effect.

TECHNICAL NOTE

Corporations may he 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

. Form BD-15

In compliance with a wiitien request received ~March 14 ., 19 79 , there is hereby submitted a Fiscal Note

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

Hf the Legislature upon request.

DESCRTPTION

*

This proposed bill changes the method of taxing banks and savings and loan associations
“for local government:s; removes the corporation license tax exemption for interest from
state and local obligations; repeals the tax on moneyed capital and shares of banks;
provides for a different method of collecting and distributing corporation license taxes
paid by banks and savings and loan associations; and provides an effective date.

E3

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

2) The historic growth in the revenues fFrom bank shares will continue throughout the

- biennium.

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

A) The corporation license tax collectoed from saving and loan associations and banks will
be  split with 80% going to local governments and 20% going to the state.

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

I'LSCAL, 1MIACT

'Y 80 ry 81

Corporation hicense Tax Collections

under current law $35.000 M $35.000 M

under proposed law 34,330 M 34,217 M

Estimated Dovrease (s .670 M) ($ .783 M)
& Mill uni versity Levy

under current law S 14 M $ .16 M

under proposed law o ) 0

Istimated Decrease (S .14 M) (s .16 M)

rotal Revenuce

' under current law
under proposed law
Istimatod Decrease

(Continucd on

rage 2)

$35.140 M
34.330 M

$35.160 M
34.217 M

(3 __.810 M)

($ .943 M

)

BUDGET DIRECTOR /)
Office of Budget and Program Planning
Date: .. 2/ 13/ 7]
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STATE OF MONTANA *

REQUEST NO. 56-79 Amcnded,
FISCAL NOTE

Fornr BIY [5

In compliance with a written request received . March X4 .. .. . , 19 72.  there is herehy submittect o Fiscal Note .
for __Amended House Bilk 150 .. pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legistative Assembly. .
Background information used in developing this Fiscal Note is avaitable from the Office of Budget and Program Planning, to members
of the |_egislature upon request.

Fy
Page 2
FUND INFORMATION . #
'Y 80 _FY BL
General Fund _ ,
under current law $22.400 M $22.400 M : 4
under proposed law 21.971 M 21.899 M
Estimated Decrease ($ .429 M) (s .501 M)
Earmarked Revenue Fund
(8chool Foundation Program)
under current law s 8.750-M* $ 8.750 M
under proposed law 8.583 M §.554 M
Estimated Decrease (S .167 M) (8 .196 M)
Sinking Fund
under current law S 3.850 M $ 3.850 m
under proposed law 3.776 M 3.764 M
Estimated Decrease (s .074 ™) (s .086 M) ¥
6 Mill University Levy
under current law S 140 m S 160 M .
under proposed law 0 0
Estimated Decrease (s  .140. M) (5 .160 M)

Revenues from the Earmarked Revenue Account arc used to support the Public School
Foundation Program. Therefore, any decrease in revenues to. that program may necessitate
additional support from other sources.

EFFECT ON LOCAIL GOVERMMENTS

Local governments would lose $1.280 M in FYH0 and $I.631 M in PYB8L 1f ¢Elkis proposad

were to be enacted. There will also be a redistribation of revenuwes amongst local
governments as the monies will not necessarily go to the taxing jurisdictions in the

same proportions as the bank shares tax. There will be no first half payment For property
tax on bank shares in November 1979. The new tax wilkl all be due in May. Corporalions
may be granted one to six menth extensions, which could delay some payments to local
governments into the next fiscal year.

LONG-RANGE EFFECTS Y
BUDGET MAECTOR

The state will lose over $1 millionm in corperation license , . S

tax from saving and loan assoeciations and banks each year Offico of: Budget and Program. Planning

this proposal is in effect after the 80-8L bicanium. Bate:

(Continued on page 3)




nT STATE OF MONTANA

" REQUEST NO. 56=-79_Amended
" FISCAL NOTE

. Form BD-15

In compliance with a written request received .. March 14 19 79 there is hereby submitted a Fiscal Note

fr Amended House Bill 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. ‘

Page 3

@

TECHNTCAT, NOTIS

“l) Scction 5 starts on page 9 line 17. This section has the returns first coming to the
state which transmits the liability to the counties. The counties send a notice to
the banks and saving and loan asisocliations. The payment is then made to the county.
Scclion 6 starting on page 11 line 10 then has the county treasurer remit monies to
Lthe state. There arce several lags and mailings in these two sections. Administration
would be much casicer if the return and payment came to the state, which is the
current system under corporation license tax. The state would then remit 80% of the
payment to the countioes.

2) Scction 6 paragraph (4) lines 5-9 page 12 has monies from branches in more than one
county to be distributed by a Department of Revenue rule. This should be changed to
branches in more than one location.  There are several saving and loan associations

with more than one branch in a county. This may cause a shortfall in revenues to these
areas.

PREPARED BY DEPARTMENT OF REVENUL

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:
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HB 0150/02

Approved by Committee
on Taxation

HOUSE SILL NO. 150
INTRUDUCED BY FABREGAs HUENMEKENS: WILLIAMSs FAGGs
SIVERTSENs VINMCENT

BY REQUEST OF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT EMTITLED: "AN ACT CHANGING THE METHCD OF
TAXING BANKS AND SAVINGS AND LUAN ASSNCIATIONS FOR LOCAL
GOVERNMENTS; REMOVING THE CORPORATION LICENSE TAX EXEMPTION
FOR INTEREST FROM STATE AND LDCAL OBLIGATIONS; REPEALING THE
TAX ON MONEYED CAPITAL AND SHARES OF BANKS; PROVIDING FOR A
DIFFERENT METHOD ©3F COLLECTING AND DISTRIBUTING CORPORATION
LICENSE TAXES PAID BY BANKS AND SAVINGS AND LOAN
ASSOCTATIONS; AMENDING SECTiDNS T-6-206y 15-1-501e¢ 15-8-104,
15-8-111s 15-24-T01l, 15-24-801, 15-31-101, 15-31~114,
15-31-502y 17-5-4084s 20-9-343y AND 32-1-413, MCA; REPEALING
SECTIONS 15-6-106, 15-24-501 THROUGH 15-24-528, AND

i5-24-603, MCA; AND PROVIDING AN EFFECTIVE DATE."™

BF 1T EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW_SECTIONs Section l. Purposes. The legislature
recoynizes that the property tax on moneyed capital and bank
shares is an important element in the tax bases of wmany
local governmentse Sinces howevers the current method of
valuing bank shares has legal defects, may be causing the

undercapitalization of Montana®'s bankse and imposes an

10

11

12

13

14

15

i&

17

L8

19

20

21

22

23

24

25

HB 0150/02

inequitable tax burden on some financial institutionss the
lagislature hereby repeals this taxe Banks and savings and
loan associations will be taxed on a more equitable basiss
their net incomes To make their basis for computing net
income comparable to other businessess the legislature
repsals the corporation license tax deduction for interest
on public obligyationsse To replace the property tax revenue
lost to local governmentss all corporation license taxes
paid by banks and savings and loan associations will be
collected by counties and distributed to the various loca)l
governmentss based on their current mill levies.

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

*15-31-1Cl. Organizations subject to tax. (1) The term
"corporation® includes associationss joint-stock companiess
common-law trusts and business trusts which do business in
an organized capacitys and 311 other corporations whether
createdy organizeds of existing under amd pursuant to the
lause agreementss or declarations of trust of any state,
countrys or the United Statese.

{2y The terms *engaged in business® and "doing
business™ poth mean actively engaging inm any transaction for
the purpose of financial or pecuniary gain or profite.

{3} Every corporations except 3s hereinafter provided
and except as provided in 33-2-T05(5}+ engaged in business

in the state of Montana shall annually pay to the state

-2- HA 150
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treasurer as 3 license fee for the privilege of carrying on
business in this state such percentage or percentages of its
totat net income for the preceding taxable year at the rate
hereinafter set forthe 1In the case of corporations having
income from business activity which is taxable both within
and without this states the license fee shall be measured by
the net income derived from or attributable to Montana
sources as determined under part 3. This tax is due and
payable on the 15th day of the Sth month following the close
of the taxable year of the corporation; howevers the tax
becomes a lien as provided in this chapter on the 1last 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 income was earned.

{4) Every bank organized under the laws of the state
of Montanay er of any other states smd gQr every--nations}
bank-orgenired-under-the-taws of the United States apd_exery
sayings _aond__lean _gassociation.  organized uoder the laws of
this_state or of the Upited Stagtes sre jis subject to the
Montana corporation license tax provided for under this
chapters For taxable years beginning on and after January 1»
1972+ this subsection is effective in accordance with Public
Law 91-156, section 2 (12 UeSeL. S542)."

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

*15-31-114« Deductions allowed in computing income. In

-3- HR 150
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computing the net incomee the following deductions shall be
allowed from the gross income received by such corporation
within the year from all sources:

{1y A1l the ordinary and necessary expenses paid or
incurred during tha taxable year in the maintenance and
operation of its business and propertiess includina
reasonable altowance for salaries for parsonal services
actually rendereds subject to the Tlimitation hereinafter
containeds rentals or other payments 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
atlowed for salaries paid upon wnich the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the states salaries of officers paid in
connection with securing such income shall be deductible.

(2) (a) A1l losses actually sustained and charged off
within the year and not compensated by insurance or
otherwises including a reasonable allowance for the wear and
tear and obsclescence of property used in the trade or
businessy such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable yeare All elections for

depreciation shall be the same as the elections made for

—f= HB 150
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federal income tax purposese No deduction shall be allowed
for any amount paid out for any buildingss permanent
improvementss or betterments made to increase the value of
any property or estatey and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been

madee

(o} (i} There shall be allowed as a deduction for the

taxable period a net operating loss deduction determined

according to the provisions of this subsections The net
operatiny loss deduction is the aggregate of net aperating
toss carryovers to such taxable period plus the net
operating 1loss carrybacks.to such taxable periode The terw
*net operating loss™ means the excess of the deductions
allowed by this sections 15-31-11%4¢ over the gross incomes
with the modifications specified in {ii) of this subsectiones
If For any taxable period beginning after December 31y 1970
a net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of the three taxable
pericds 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 losse. A
net operating loss for any taxable period ending after
December 31y 1975y in addition to being a net operating loss

carryback to each of the three preceding taxable periodse

-5- HD 150
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shall pe a net operating toss carryover to each of the seven
taxable periods following the taxable period of such Tlosse.
The porcion of such toss which shall be carried to each of
the other taxable years shall be the excesss if anys of the
amount of such loss over the sue of the net income for each
of the prior taxable periods to which such 10ss was carriede
For purposes of the preceding sentences the net income for
such prior taxable period shaltl be computed with the
modifications specified in (ii}{B8) of this subsection and by
determining the amount of the net operating loss deduction
without regard to the net operating loss for the loss period
or any taxable period thereafters and the net income so
computed shall not be considered to be less than reroe.

{(1i) The modifications referred to in (i} of this
subsection shall be as follows:

(&) No net operating loss deduction shall be allowed.

tB) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
method.

LL)__Apy nst operating loss carried over to any taxable
gears_begionpinj_after Jecember 31s 1978. must De _calculated
woder _the_  provisions of _this _section. effective for the
taxable year for which the return_claiming the net_operating
loss _carcyover is fileds

(iii} A net operating loss deduction shall be allowed
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only with regard to 1losses attributable to the business
carried on within the state of Montanae.

{ivy In the case of a merger of corporationss the
surviving corporétion shall not be allowed a net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of merger. In the case
of a consolidation of corporationsy the new corporate entity
shall not be allowed a3 deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consolidatione

(v} MNotwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or carryoveras

(vi) The net operating loss deduction shall not be
allowed with raespect to taxable periods which ended on or
before December 31+ 1970+ but shall be allowed only with
respect to taxable periods beginning on or after January |l
1971.

{3) In the case of minesy other natural depositss o0il
and gas wellsy and timbers 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. A1) elections made under the Internal Revenue

Code with respect to capitalizing or expensing ~xploration
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and development costs and intangible driltling expenses for
corporation license tax purpeses shall be the same as the
elections made for federal income tax purposese

{4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived: but no interest shatl be
allowed as a deduction if paid on an indebtedness <created
for the purchases maintenances or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this part.

t5--interest-income-from-obligations-of-the--state--or
any-poltiticot-subdivizion-or-municipaiity-of-the-statev

46415} (a) Taxes paid within the year except the
following:

{i} TYaxes imposed by this parte.

{ii} Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

{iii) Taxes on or according to or measured by net
income or profits imposed by authority of the government of
the United States.

{iv) Taxes imposed by any other state or country upon
or measured by net income or profitse

{b) Taxes deductible under this part shall ba
construed to include taxes imposed by any countys schaol

districte or municipality of this statee
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¢#¥{6) That portion of an energy-related investment
allowed as a deduction under 15-32-103,"

Section 4« Section 15-31-502y MCAe is amended to reaa:

"]15-31-502. Assessment and payment of taxe penaltys
and interest. All taxpayers shall compute the amount of tax
payable under this chapter and shall remit such amount to
the department of revenuey_gxcept as _provided _ino _[sectioo
51: on or before the 15th day of the Sth month following the
close of the taxable periode If the tax is not paid on or
before the due dates 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 neglects
If any tax due under this chapter is not paid when duey by
reason of extension granted or otherwises intersst shall be
added thereto at the rate of 9% per annum from the due date
until paide®

NEW_SECTIOMN, Section S Banks and savings and loan
associations =-- special provisions for filing returns and
payment of taxess {1} County treasurers shall collect
corporation license taxes paid by banks and savings and loan
associationse

(2) within 10 ogays after receiving a corporation
license tax return from a bank or savings and loan
associations the department of revenue shall transmit to the

county treasurer of the county in which the business is
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jocated 3 statement showing its tax liability. To insure the
confidentiality of the returns as required under 15-31-507+
the statement sent to the treasurer shall show only the name
and address of the bank or savings and loan 3issociation and
its tax liabilitye.

(3) Within 5 days after receiving 23 corporation
license tax statemente 3 county treasurer shall send to the
business a demand for payment in the amount shown on the
statemante.

(4) The bank or savings and Yoan association shall
sake payment to the county treasurer within 5 days after
receiving a demand for payment.

(5) If the department of revenue determinesy under the
provisions of 15-3i-503 and 15-31-531s that a3 bank or
savings and loan association owes more taxes than shown on
the original return or has paid more than the taxs penaltys
or interest due in any yeary 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
getermination Of tuaxes duees County trezsurers shall issue
warrants for overpayment and interests 3s provide? in
15-31-531.

{6) The department shall continue to exercise 111 its

duties and powers outlined in this title with respect to
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auditing returns and enforcing payment of the corporation
license taxes owed by banks and savings and loan
associationse Any delinquent taxes collected from the sale
of property of a bank or savings and loan association under
the provisions of 15-31-525 shall be transmitted to the
county in which the corporation owing the delinquent taxes
is locatede The only duties of the county trcasurers in this
regard dare collecting the taxess issuing refundss and
distributing the taxes to local taxing jurisdictionss

NEW _SECTION, Section be Distribution of corporation
license taxes collected by coupty ¢treasurerse (1} All
corporation license taxes collected by county treasurers
shall be distributed IN THE FOLLOWING MANNER:

{A} 203 MUSI_RE REMITTED IQ THE STATE TREASURER IO BE
ALLOCATED A5 PROVIDED IN 15-1-501(2); AND

LBY__80% MUST BE _ALLOCATED to the various taxing
Jurisdictions within the county in which the bank or savings
and loan association is located.

{2} The corporation license taxes codtected
QISIRIBUIED UNDER SUBSECTIOQN (1)(B) shall be allocated to
each taxing jurisdiction in the proportion that its mil}
levy for that fiscal year bears to the total wmill ‘tevy of
the taxing authorities of the district in which the bank or
savings and loan association is locateds

(3) ™Taxing jurisdictions™ meanss for the purposes of
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this sections 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.

{4) If a return filed by 3 bank or savings and loan
association involves branches or offices in multipte-taxing
jurisdiceions MODRE THAN ONE COUNIYe the department of
revenue shall provide a =method by rule for equitable
distribution AMONG THOSE COUNTIES.

NEHW_SECTIOM, Section Te Moneyed capital and shares of
banks exempt. (1) Moneyed capital and shares of banks are
exempt from taxations

(2) “Moneyed capital® means moneys bondss notesy and
other evidence of indebtednesss including evidence of
indebtedness secured by &a mortgage on real or personal
propertye in the hands of individual citizens and
corporations coming into competition with the husiness of
national banks or employed in conducting a banking or
investment businesss

Section B. Section 7-6-206s MCAs is amended to read:

"7-6-206e Time depositse (1) Such public money not
necessary for immediate wuse by such countys Citys or town
which 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 banky—-bu+iding-—and—-}oan
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sssectationy or savings and loan association in the countys
citys or townes

{2) when more than one banky--buitding--end---tosn
assaciationy or savings and loan association is availabte in
any county for the deposit of such county funds or in any
city or town for the deposit of such <city or town fundsy
such funds may be distributed ratably among a1l of such
banksy-bu+tding-and-teen-asseciationsy 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 locatedv-+neltuding-taxes-on-shares--of--beonk
stoeky and__the corporation license taxes paid by each sueh
panky-butid+ng-and-¥osn-assocciakiony or savings and loan
association willing to receive such time or savings deposits
under the terms of this parte

(3} In liew of a ratable distribution among banksy
bottding--and--toan--assoctationsy and savings and loan
associations within the countys citye Or towne the local
governing body May solicit bids without advertising from any
banky-buttding-and-tean-associatteny or savings and loan
association in a3 county having at least two such financial
institutions. Such institutions may request in writing that
they be listed for solicitation on bids for public money not

necessary for immediate use by the unit of local jovernmente
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In counties having less than two such institutionss the
Jocal governing Dbody may solticit bids from and deposit
publtic money in such institutions in neighboring counties
uniess the local financial institution agrees to pay the
same rate of interest bid by the neighhoring financial
institutions. The governing body may solicit bids by notice
sent by mail 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 15-1-50i+ MCAs is amended to read:

*15-1-501. Disposition of moneys from certain
designated licenses and other taxese {l) The state treasurer
shall deposit to the credit of the state general fund all
moneys received by him from the collection of:

{a) automobile driver*s license fees under subsections
(1) through (6) of 6i-5-1113

{b) electric energy producer®s license taxes under
chapter 513

{c)y metalliferous mines license taxes under chapter

(d) oil producer®s license taxes under chapter 363
{e) liquor license taxes under Title 163
{f) telephone licemase taxes under chapter 53; and

{4} inheritance and estate taxes under Title 72«

~14- HR 150
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chapter 1l6e

(2} Seventy-five percent of all moneys received from
the collection of income taxes under chapter 30 and
corporation license and income taxes under chapter 3l
gxcept as provided io [section Gls shall be deposited in the
general fund subject to the prior pledge and appropriation
of such income tax and corporation license tax collections
for the payment of long-range building program bonds. The
remaining 25% of the proceeds of the corporation license
taxs excluding that codiectad ALLDCATED.  TQ IHE COQUNTIES
under _[section 6Js corporation jncome taxs and income tax

shall be deposited to the credit of the earmarked revenue
fund for state equalization aid to the public schools of
Montanas

(3) The state treasurer shail also deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxess feess and 211 net
revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beveraqe Code.™

Section l0. Section 15-8-104y MCAs is amended to read:

n15-8-104. Department audit of taxable value -- costs
of audit paid by county -- penalty for underreportings. (1)
When in the judgment of the director of revenue it s
necessarys audits may be made for the purpose of determining

the taxable wvalue of net proceeds of mines and oil and gas
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wellss bank-sharesy business inventoriesy and all other
types of property subject to ad valorem taxation. The costs
incurred by the departments including per diem and mileage
expense as well as salaries and benefitss shall  be
reimbursed from the amount collected as a result of the
audite In the event the property subject to audit is
assessed within two or more countiess the department shall
allocate the cost among the collections due each of the
countiess Reimbursement shall be made solely for audit
expense and not for other services provided to the counties
by the department and may not exceed the amounts collected.

{2) The taxable vé]ue 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 25X% as
3 penalty for underreportinge

{3) The 25% penalty may be waived by the department if
reasonable cause for failure to report the total value of a
business inventory is provided to the department.

{4} The cost of the audit shall be paid to the state
treasurer for credit to the general fund."™

Section Il. Section 15-B-11les MCAy is amended to read:

*15-8~111l. Assessment -~ market vatuwe standard --
exceptionse {1} A1)l taxable property must be assessed at
100X 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) #Market value is the value at which property would
change hands between a willing buyer and a3 willing sellers
neither being under any compulsion to buy or to sell and
both having reasonable knowledge of relevant facts.

(3) The department of revenue or its agents may not
adopt a lower or different standarg of value from market
value in making the official assessment and appraisal of the
value of property in class one and classes seven through
eighteens For purposes of taxation, assessed value is the
same as appraised value.

(4) The taxable value for all property in <class one
and classes seven through eighteen is the percentage of
market value established for each <class of property in
15-6-102 and 15-6-108 through 15-6-119%9.

{5) The assessed value of properties in 15-6-103;
15-6=-104s _15-6-10%s through 15-6-107y and 15-6-120 is as
follows:

tat~-Property-—~+n---15-6-186v--under--ctass-~fivey--is
assessed-at-100%-of-book-vatye-by~the-method-estabiished—-in
15-6~t86-and-the-seections-cited-theretns

tb¥{a} Properties in 15-6-103s wunder class twos are
assessed at 100% of the annual net proceerds after deducting
the expenses specified and allowed by 15-23-503.

te3fhy Properties in 15-6-104, 15-6-105y and 15-6~120.

under classes threes fours and nineteen are assessed at 100X
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of the annual gross proceedses

tdylc) Properties in 15-6-107y wunder class sixes are
assessed at 100% of the productive capacity of the lands
when valtued for agricultural purposess A11 lands that meet
the gualifications of 15-7-202 are wvalued as agricultural
lands for tax purposess

(6) Land and the ismprovements thereon are separately
assessed when ony of the following conditions occur:

{a) ownership of the improvements is different from
ownership of the tand:

(b) the taxpayer wmakes a written request; or

{c) the land is ocutside an incorporated city or town.

{T) The taxable value of all property in classes two
through four _apd _¢lass six is the percentage of assessed
value established in 15-6-1032_15-6=104s 15-6-105s ¢through
ang 15-6-107s _and 15-6-120 for eoch class of property.”

Section l2e Section 15-24-T0ls MCA, is amended to
read:

®15-24-701. Production credit associations --
assessment and payment. t¥y Every production credit
associdtion orydnized under the provisions of section 113td
of Title 12+ United States <Codes Annotateds shall be
assessed for and pay taxes upon all realt and personal
property owned by such association-snd-atso-opon-the-moneyed

capitat--employed--tn-such-businessvr-such-moneyed-cap+tat-te
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be-ascertained--by--deducting--from--the--amount--of--toensy
+neluding--toans--secured--by--mortqaqe--on--resi--estate-or
personad-proepertyy-the-omocunt-of-sueh-toans-~discounted--nnd
any--indebtedﬂess-;representing--noney—-borrewed—-fﬂr-use-as
moneyed-capitete--S5otd-moneyed-copitei-shoit-be-taxed-at-the
same-rote-and-toke-the--same--cltassificoation--as--shares--of
stoek--in--a--national--benk--or-moneyed-capitoi-coming-tnte
substantial-competition-therewtthe
t23--Fhe-secretary-or--seneging--sgent--of--every--suech
associatron--sheti--furnish-to-the-sssessor-of-the-county-in
which-the-prineipal-effice-of-such-sssceciation--is--tocotedy
withtn--5--days—--after--demend-therefory-s-statement-+n-suech
detati-as--the--department--of--revenue--or--+ta--sqent—-any
requirey——-verified--by-~his--osthy--of--the--rescorces--snd
}iobilities-of—sueh—ossoeéotion-as;dise4eseé—by-its-beohs-et
the-ctose-of-bustness-on-Becember-3i-of-the-preceding--yenry
if--sueh-~seeretory-or-managing-sqgent-sheati-fati-to-moke-the
statenent-nereby-reguiredy-the-department-or-its-ngent-shad}
forthwith-obtsin-such-information-from-eny--other--avaiiobie
sourcey--and--for--this--purpese-+t-shati-have-scecess-te-the
books-of-qneh-assocrationr-Fhe-department-or-+rte-ngent-shatd
therenpon-make-an-assessment-of-the-resi-estate-and-personst
property-owned--py--sueh--associotion--snd--of--the--moneyed
eep+ta{--enp}eyed-+n—the—bus+ness-a5-sueh-asseeiatienv-uhich

sssessment-sholt-be-as-farr-and-equitabte-as-+t-may-be--sbte
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to--make--from~-the--best-—informetion--aveirtebler--or--setd
assassor-may-for-the-purpose-of-asid--assesspent--nsdopt--the
fiqures---disclosed---by--any--prior--report--made--by--sueh
assoeiation-to-eny-state-or-federsi-officer—pursusnt-te--any
state-or-federsi-tawe-Any-person-required-by-this-saction-to
nake--the--statement--hereinabove-provided-who-shett-fairi-te
furnish-the-same-shati-be-guitty-of-a-misdemesnor-and-—shatt
be-punished-acecordingtys™

Section 13, Section 15-24-80le MCAs is amended to
read:

"15-24-801s Burdding Savings and loan associations --
taxations +¥4 Every buitding-end-}toan-or savings and ltoan
association subject to regulation under Title 324y chapter 2v
shall be assessed for and pay taxes upon all real and
personal property owned by the association-and-e}se-upon—the
moneyed--capirtat-—employed-~in-~the--business. Fhe-moneyed
eapirtot-shatl-be-aseertained-dy-deducting-from—the-amount-of
pondsv-notesy-and-other-evidences-—of--indebtedness--of--the
essoeietéonv—-éne%ud+ng-ev+denees—ef-indebtedness-seeufea-by
nortgage-on—rec*—estate-ef--pQPSoaoi--propertyv-—the--amount
steﬂdéng-to—the-credit-of-the-members-of—en-assae+et+on-upan
ita--beeks--and-any-indebtedness-representing-meney-berrowed
for-use-as-—moneyed--eapita%:—-¥he——-aneyed--eap+te%—-as--so
ascertained-—shati-—be--taxed--at-the-seme-rate-and-take-the

same-ciassification—as-shares-of-stock-in-a-nattonat-hank-er
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moneyed--capita}---coming---into---substantial--—comperition
therewiths The secretary of an association shal! furnish to
the uepartment cof revenue or its agent in the county in
which the principat office of the association is locateds
Wwithin 5 days after demands 3 condensed statement verified
by his oath of the rescurces and tiabitities of the
association as disclosed by its books at noon on January 1
in each vyears If the secretary fFails to make the statement
hereby requirede the department or its agent shall
immediately obtain the information from any other available
sources and for this purpose it shall have access to the
books of the associatione The department or its agent shall
thereupon make an assessment of the real estate and personal
property owned by the association-sand-of-the-moneyed-cepitsl
employed--in-—the—--pusiness--of -—-the-———-assoctationy which
assessment shall be as fair and equitable as it may be able
to make from the best information availabley or the assessor
mays for tne purpose of the assessmente adopt the figures
disclosed by any prior report made by the association to any
state or federal officer wunder a state or federal law. A
person required by this section to make the stitement
provided for in this section who fails to furnish it is
guilty of a misdemeanore
té}--¥he-emeunt-standing-upon*éts—books-ta—-the—-credit

of--each--member--af--an-associatien-shati-be-cons+dered-and
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reld-ss-the-indrviduat-credit-of-cach--vremberv-—Ench-—nember
shati-tise-the-snares—heltd-by-him-for-taxetion-at-their-read
vatue--in-moneyr-in-the-coeunty-of-his-residencevr-the-same-as
other-credrts-sre-tistedr-except--shares—-from--which--toane
have--been-made-or-money-advanced-by—the-assoctationy-and-as
to-such-shareas-they-shali-be-trated-for-taxation-at-the--net
cash--vatue-of-the-stocky-to-be-sascertained-by-dedoeting-the
+oan--from--the--cash--veatoe--of--the--sharess--Associntions
organtred--under--or--controtlted-by-¥Fitie-32v-chapter-2y-are
subject-to-taxation-itn-no-other-wayw”

Section 14« Section 1T-5-40Ry MCAy is amended to read:

»17-5-4J08. Percentage of incomes corporation licenses
and cigarette tax pledgeds (1) The state pledges and
appropriates and directs to be ¢redited as received to the
sinkiny fund account 11% of all moneyy_pxcept as prowvided in
[section & of this act]s received from the collection of the
income tax and the corporation ticense tax referred to in
15-1-%01 and such adcitional amount of saio taxess if  any,
as may at any time be needed to comply with the principal
and interest and reserve requirements stated in L7-5-405(4}
provided tnat no more than 11t of ;uch tax collections shall
be deemed to be pledged for the purpose of 17-5-403(2)s The
pledge ano appropriation herein made shall be and remain at
all times a first and prior charge upon all money received

from the collection of said taxese
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{2) The state pledges and appropriates and directs to
be credited to the sinking fund account 15% of all money
received from the collection of the 9-cent excise tax on
cigarettes which s levieds imposedsy and assessed by
16-11-111(1}). The state also pledges and appropriates and
directs to be credited as received to the sinking fund
account all wmoney received from the collection of each of
the excise taxes on cigarettes which are leviede imposeds
and assessed by subsection (2} and (3) of 16-11-111y as
amendeds after the payment and redemption in full of the
outstanding bonds for which $3id taxes have heretofore been
pledged and appropriated or after the necessary funds have
been set aside for such payment and redemption as provided
in this parte. The state also pledqes and appropriates and
directs to be credited as rec;ived to the sinking fund
account all aoney received from the collection of the taxes
on other tobacco products which a3re or may hereafter be
levieds imposeds and assessed by law for that purposes
including the tax levieds imposedy and assessed by
16-11-202+ Nothing herein shall impair or otherwise affect
the provisions and covenants contained in the resolutions
authorizing the presently outstanding Jlong-range building
program bondse Subject to the provisions of the preceding
sentencey the pledge and appropriation herein made shall be

and remain at all vtimes a first and prior charge upon all
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money received from the collection of all taxes referred to
in this subsection {2)e®

Section 15 Section 20-9-343, MCAe is amended to read:

"20-9-343. Definition of and revenue for state
equalization aide {1} As used in this titlees the term “state
egqualization aid® means those wmoneys deposited in the
earmarked revenue fund as required in this section plus any
legislative appropriation of moneys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation programe

{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 moneys received from the collection of
income taxes under chapter 30 of Title 155

(b) 25% of all moneyse_except as provided in_  [section
6. _af this act]s received from the collection of corporation
license taxes under chapter 31 of Title 15y as provided by
15-1-501;

{c) 10% of the smoneys received from the collection of
the severance tax on ceoal under chapter 35 of Title 15;

(3} 62 1/2% of the moneys received from the treasurer
of the United States as the state®s shares of oile gasrs and
other mineral royalties under the federal Mineral! Lands

Leasiny AcCts as amended;
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{e) interest and income moneys described in 20-9-341
and 20-9-342;

(f} income from the local impact and education trust
fund account; and

{4 in addition to these revenuess the surplus
revenues collected by the counties Ffor foundation program
support according to 20-9-331 and 20-9-333 shall be paid
into the same earmarked revenue fund.”™

Section l6e. Section 32-1-413¢ MCAs is amended to read:

»32-1-413. Borrowing money for capital purposes --
status of capitale. Notwithstanding any other provision of
lawe any commercial banks savings banks trust companys or
investment companys now in existence or which may be
hercafter formads shall have the power to borrow amoney for
capital purposes upon such terms and conditions as may be
approved by the department and for this purpose may issue
capital notes or debentures therefors such notes or
debentures to be subordinate in right of paysent to the
payment in full of all deposits of such banks savings bank.
trust companye or investment companys The amount of money so
porrowed shall be considered as capital for the purpose of
determining the maximum amount of money that may be loaned
by such banks savings banks trust companys or investment
company to any persons partnershipe or corporation and for

the purpose of determining the maxisum amount of money which

-25~ HB 157
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such bank may borrow and for all  other opurposes of bank
capital as may be required by lawv-exeept-that-the-meney-so
borrowed--shati--not--in--any---event---be---considered---+n
ascertaining—-the-votue-snd-sssessment-of-shares-of-any-bank
for-the-purpose-of-taxet+ton.™

Section 17. Repealere Sections 15-&-106, 15-24-501
through 15~24-508+ and 15-24-503y M{Asy are repealed.

Section 18. Effective datc. This act is effective for
taxable years beginning on or after December 31+ 1978,

-End-
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in granting the Oepartment of Revenue rule-making
authority in section 6(4)es the Senate Taxation Committee
intends that the distribpution 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
according to some other equitable means of determining the

distributione
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HOUSE BILL NO. 150
INTROOUCED BY FABREGAs HUENNEKENSs WILLIAMS, FAGGs
SIVERTSENs VINCENT

BY REQUEST CF THE REVENUE OVERSIGHT COMMITTEE

A BILL FOR AN ACT EMTITLED: ™AN ACTY CHANGING THE METHOD OF
TAXING BANKS AND SAVINGS AND LOAN ASSCLTIATIONS FOR LOCAL
GOVERNHMENTS: REMOVING THE CORPORATION LICENSE TAX EXEMPTIOM
FOR INTEREST FROM STATE AND LOCAL OBLIGATIONS; REPEALING THE
TAX D0ON MONEYED CAPITAL AND SHARES OF BANKS: PROVIGING FOR A
DIFFERENT METHOD OF COLLECTING AMD OISTRIBUTING CORPORATION
LICENSE TAXES PALD BY BANKS AND SAVINGS AND LOAN
ASSOCTATIONS; AMENDING SECTIONS 7-6-206s 15-1-501s 15-8-104,
15-8-111y 15-24-70C1le 15-24~801, 15-31-101y 15-31-114,
15-31-502+ 17-5-408+¢ 20-9-343, AND 32-1-413, HCj}-REPEAL[NG
SECTIONS 15-6-106, 15-24-501 THR?UGH 15-24-508, AND

15~24-5603s HCA; AND PROVIDING AN EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
NEW _SECTIONs Section l. Purposes The legislature
recoynizes that the property tax on moneyed capital and bank
shares is an important element in the tax bases of many
local governmentse Sinces howevers the current method of
valying bank shares has legal defects: may be causing the

undercapitalization of Montana's bankss and imposes an
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inequitable tax burden on some financial institutionss the

legislature hereby repeals this taxs Banks and savings and
loan associations will be taxed on A& more equitabhle basiss
their net incomee To make their hasis for computing net
income comparable to other businessesy the Jlegislature
repeals the corpeoration license tax deduction for interest
on public oblijationse To replace the property tax revenuye
lost to 1local qovernmentss all corporation license taxes
paid by banks and savings and 1oan associations will be
collaected by <counties and distributed to the various local
gJovernmentse based on their current mill teviese

Section 2. Section 15-31-101y MCAy is amended to read:

*15-31-101l. Organizations subject to taxe (1} The term
"corporation® includes associationss joint-stock companiess
comman-Yaw trusts and business trusts which do business in
an organized capacitys and a1l other corporations whether
createds cryaniZedy or existing under and pursuant to the
lawss agreemantss or declarations of trust of any states
countrys orf the United Statess

(2) The torms ®ongaged in  business™ and “"deoing
Lusiness” poth mean actively engaging in any transaction for
the purpose of financial or pecuniary goain or profite.

{2} tveiyg worpoletions except as hareinafter provided
and except as provided in 33-2-70S5(5)s cngaged in business

in the state of Montana shall annually pay to the state

—2- HR 150
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treasurer as 3 license fee for the privitege of carrying on
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
income from business activity which is taxabte both within
and without this states the license fee shall be measured by
the net income derived from or attributable to Montana
sources as detarmined under part 3. This tax is due and
payable on the 15th day of the Sth month follewing the close
of the taxable year of the corporation; howevers the tax
becomes a lien as provided in this, chapter on the 1last day
of the taxable year in which the income was earned and s
for the privilege of carrying on business in this state for
the taxable year in which the income was earnede

{&) Every bank organized under the laws of the state
of Montanaz or of any other statcy and Qor every--nationsh
benk-orgenized-under-the-taws of the United Stetes and_exery
sdviags _and__lean _association. organized under the laws_of
this_state or of the Upited States are js subject to the
Montana corporation license tax provided Ffor under this
chapter. For taxable years beginning on and after January ls
1972, this subsection is effective in accordance with Public
Law 91-1564 section 2 {12 UsS5«Cs 547) "

Section 1. Section 15-31-114, MCAs i5 amended to read:

"15-31-114« Deductions allowerd in computing income. In
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computing the net incomes the following deductions shall be
allowed from the gross income received hy such corporation
within the year frgm al! sources:

{i}y All the erdinary and necassary aexpenses paid or
incurred during the taxable year in the maintenance and
operation of its business and propertiasy includina
reasonsble allowance For salaries for parsonal services
actually rendereds subject to the limitation hereinafter
containede rentals or other payments required to be made 3s
a condition to tha continued use or posse&sion of property
to which the corporation has not taken or is not taking
titte or in which it has na equity. No deduction shall he
allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the states salaries of officers paid in
connectiogn with securing such income shall be deductible.

{2y {3) AV) l1osses actually sustained and charqged of f
within the year and not compensated by insurance oOr
otherwises including a reasonable allowance for the wear and
tesr and oovsolescence of property used in the trade or
businessy such allowance to be determined according to the
provisions of section 167 of the Internal Revenue (ode in
effect with respect to the taxable year. All elections for

depreciation shall be the same as the elections made for

-4 HB 150
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federal income +tax purposese Mo deduction shall be altowed
for any amount paid out for any buildings, permanent
improvementss or betterments made to increase the value of
any property or estates and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
madees

{b) (i} There shall be allowed as a deduction For the
taxable period a net operating 1oss deduction determined
according éo the provisions of this subsection. The net
operating loss deduction is the aggregate of net operating
loss carryovers to such taxable period plus the net
operating 1loss carrybacks to such taxable periode The terw
"net operating loss™ means the excess of the deductions
allowed by this sections 15-31-11%s over the gross incomes
with the modifications specified in {ii}) of this subsection.
If fFor any taxable period beginning after Oecember 31, 1970,
a net operating loss is sustaineds such loss shall be a2 net
operating loss carryback to each of the three taxable
periods preceding the taxable period of such loss and shail
be a net operating loss <carryover to each of the five
taxable periods following the taxable period of such 10sse A
net operating loss for any taxable period ending after
December 31y 1975y in addition to being a net operating loss

carryback to each of the three preceding taxable periodse
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shall be a net operating loss carryover to each of the seven
taxable periods following the taxable period of such T105se
The portion of such 1oss which shall be carried tn each of
the otner taxable years shall be the excesss if anys of the
amount of such loss over the sum of the net income for each
of the prior taxable periods to which such loss was carried.
For purposes of the preceding sentencee the net income for
such prior taxable period shall be computed with the
modifications specified in (ii}({B) of this subsection and by
determining the amount of the net operating loss deduction
without reyard to the net operating loss for the loss period
or any taxable period thereafters and the net income so
computed shall not'be considered to be less than zero.

{ii) The modifications referred to in (i) of this
subsection snall be as follows:

{A} No net operating loss deduction shall be 3allowed.

(3} The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
method.

1¢)__Apy Dot _gperating loss carried over Lo _any taxable
years begioning_after Qecember 31s 13978: must be _calculated
under . _the _provisions @f _this _section effective for the
Laxable year fur which the return claising the net operating
loss_cacryoyer_ is fileds

(iii} A net operating loss deduction shall he allowed

-6= HB 150
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only with regard to losses attributable to the business
carried on within the state af Montanae

{iv) In the case of a merger of corparationss the
sSurviving corporétion shall not be allowed a net operating
lass deduction for net operating losses sustained by the
merged corporations prior to the date of mergers In the case
of a conscolidation of corporationss the new corporate entity
shall not be Jallowed 3 deduction for net operating losses
sustained by the consolidated corparations prior to the date
of consolidation.

fv) MNotwithstanding the provisions of 15-31-531¢
interest shall not be paid with respect to a refund of tax
resuiting from a net operating loss carryback or carryovers

(vi) The net operating 1loss deduction shall not be
allowed with raespect to taxable periods which ended on or
before Uecember 1ls 1970+ Dbut shall be allowed only with
respect to taxable periods begimning on or after January 1l
1971,

13} In the case of minessy other natural depasitse oil
and gas wells: and tiabersy a reasonable allowance for
depletion and for depreciation of improvementsi such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Lode in effect for the
taxable year. All elactions aade under the Internal Revenue

Code with respuct to canitalizing or expensing exploration
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and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposese

{4) The amount of interest paid within the year on its
ingebtedness incurred in the aperation of the business from
which its income is derivedi but no interest shall be
allowed 3s a dedyction if paid on an indebtedness created
for the purchases: maintenances or improvement of property or
far the conduct of business unless the income from such
property or business would be taxable under this parte

t5)--interest-income-from-obligations-of-the--state--or
any-politicat-subdivision-or-municipatity-of-the-stater

+6318) (a) Taxes paid within the year except the
following:

(i) Taxes imposed by this parte

{ii} Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

tiii) Taxes on or according to or measured by net
income or profits imposed by authority of the government of
the United States.

fiv) Taxes imposed by any other state or country upon
or measured by net income or profitse

(b)Y Taxes deductible under this part shall be
construed to include taxes imposed by any countys schocl

districty or municipality of this state.

-9~ H® 150
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+#¥1&) That portion of an energy-related investment
alliowed as a deduction under 15-32-103."

Section 4a Section 15-31-5024 MCA. is amended to read:

"]15-31-502. Assessment and payment of taxs penpaltys
and interests All taxpayers shall compute the amount of tax
payable under this chapter and shall remit such amount to
the department of revenuep except as__provided _in _[section
21: on or before the 15th day of the 5th month following the
close of the taxable periods. If the tax is not paid on or
before the due datees 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 nejlect.
If any tax due under this chapter is not paid when dues by
reason of extension granted or otherwises interest shall be
added thereto at the rate of 9% per annum from the due date
until paide”

NEW_SECYIONe Section 5. Banks and savings and 1loan
associations -- special provisions for filing reaturns and
payment of taxese (1) County treasurcers shall collect
corporation license taxes paid by banks and savings and lcan
associationsSe

{2) Within 10 days after receiving a corporation
ticense tox return frum a bank or savinygs ond loan
associations the department of revenue shall transmit to the

county treasurer of the county in which the business is
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located a statement showing its tax liabilitye. To insure the
confsdentiality of the returns 3s required under 15-31-507s
the statement sent to the treasurer shall show only the name
and address of the benk or savings and leoan 1ssociation and
its tax liabilitys

(3} wWithin 5 days after receiving 2a corporation
license tax statements a county treasurer shall send to the
business a3 demand for payment in the awmount shown on the
statement.

{4} The bank or savings and toan association shall
make payment to the county treasurer within 5 days after
receiving a demand for payment.

{5) If the department of revenue determiness under the
provisions of 15-31-503 and 15-31-531s that a bank or
savings and loan association owes more taxes than shown on
the original return or has paid more than the taxsy penaltys
or interest due in any years it shall notify the bank or
savings and loan association and the county treasurer of the
county in wnich the business is located. Additional payment
is due within 10 days after receipt of the final
getermination of taxes due. County treasurers shall issue
warrants for overpayment and interests as provided in
15-31-531.

{6) The department shall continue ta exercise 211 its

duties and powers cutlined in this title with respect +to

-10- HA3 150
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auditing returns and enforcing payment of the corporation
license taxes owed by bDanks and savings and Toan
associationse Any delinquent taxes collected from the sale
of property of 2 bank af savings and loan association under
the provisions of 15-31-525 shall be transmitted to the
county in which the corporation.ouing the delinquent taxes
is locatede The only duties of the county treasurers in this
regard are collecting the taxess Issuving refundss and
distributing the taxes to local taxing jurisdictionse

NEW_SECYIIONs Section be Distribution of corporation
license taxes collected by county treasurers. {1} Al
corporation license taxes collected by <county treasurers
shall be distributed IN_IHE FOLLOMING MANNER:

Lu_mﬁm-u_mummunuimiusm-m.as
ALLOCAIED AS PROVIDED IN 13-1-301(2)1i AND

1B 80X _MUSI__BE_ _ALLOCATEQ to the wvarious taxing
Jurisdictions within the county in which the bank or savings
and loan association is located.

(2) The corporation license taxes cottected
QISTRIPUIED UNOER SUBSECTION {L1(8) shall be allocated tn
each taxing jurisdiction in the proportion that its mill
levy for that fisca) year bears to the total will levy of
the taxing authorities of the district in which the bank or
savings and lodn association is located.

{3} *Taxing jurisdictions™ means. for the purposes of
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this sections 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.

{4) If a return filed by a bank or savings and loan
association involves branches or offices in mettiplte-taxtng
jurisdietions HORE THAN ONE _COUMNTYs the department of
revenue shall provide a method by rule for equitable
distribution AMONG THOSE COUNTIES.

MEN SECIION. Section 7. Moneyed capital and shares of
banks exempt. (1) Moneyed capital and shares of banks are
exempt from taxatioﬁ.

(2) ™“Moneyed capital® means moneys bondss notess and
other evidence of indebtednesss including evidence of
indebtedness secured by a wortgage on real or personal
propertys in the hands of individual citizens and
corpurations coming into competition with the business of
national banks or employed in conducting a banking or
investment businesse

Section F. Section T-6-206y MCAs is amended to read:

"l-5-206s Time depositse (1} Such public money not
necessdry for immediate wuse by such countys Citys Or town
which 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 banky--butiding--and--toan

-12- HB 1590
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sssocvat+ony oOr savings and toan association in the countys
citys or towne

{2} when more than one banky--Buitding--end---toan
assoc+ationy of 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 fundsy
such funds may be distributed ratably among all of such
banksy-bu+iding-end-teen-sssociattonsy 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 locatedvy-inciuding—taxes-on-shares--of--bank
steeky and__the corporation liceose taxes pajd by each swoch
banky-but+tding-and-3Iocan-associetiony or savings and loan
association willing to receive such time or savings depusits
under the terms of this part.

{3) In 1lieu of a ratable distribution among bankse
buttding--and--loan--assectationsy and savings and loan
associations within the countyes <Ccitys or towne the local
governing body May solicit bids without advertising from any
banky-buitding-and-toan-assectatteny or savings and  loan
association in a county having at least two such financial
institutionse Such institutions may request in writing that
they te listed for solicitation on bids for public money not

necessary for immediate use by the unit of local goverpments
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In counties having less than two such institutions. the
local governing body 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
institutionse The governing body may solicit bids by notice
sent by mail to the investment institutions wnose names are
listed as provided hereine The provisions of this
subsection shall be considered as meeting the requirements
of subsection (2)."

Section 9« Section 15-1-501s MCAs i5 amended to read:

®15-1-501s Disposition of moneys from certain
designated license' and other taxes. {1} The state treasurer
shall deposit to the credit of the state general fund all
moneys received by him from the collection of:

(e} automobile driver®s license fees undnr subsections
(1) through {6) of 61-5-111;

(b} electric energy producer®s license taxes under
chapter 51;

fc) metalliferous mines license taxes under chapter
3713 ‘

{d) oil producer®s license taxes under chapter 36;

(e} liguor ticense taxes under Title 163

(F) telephone license taxes under chapter 53; and

{9} inheritance and estate taxes wunder Title 72,

~14- HE 150
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chapter 16

{2) Seventy-five percent of all moneys receivea from
the <ollection of income taxes wunder chapter 30 and
corporation liceﬁse ang income taxes under chapter 3iz
except _as_provided ia [(section_6la shall be deposited in the
general fund subject to the prior pledge and Appropriation
of such income tax and corporation license tax collections
for the payment of long-range building proqgram bondse The
remaining 25% of the proceeds of the corporation license
taxe gxcluding that gcediseted ALLOCATEQ _IQ _THE _COUNEIES
under [section §]s cerporation income taxs and income tax

shall be deposited to the credit of the ecarmarked revenue
fund for state equalization aid to the pudlic schools of
Hontanae

{3) The state treasurer shall also deposit to the
credit of the state general fund all moneys received by him
from the collection of license taxess Ffeess And all  net
revenues and receipts from all other sources under the
operation of the Montana Alcoholic Beverage Code.”

Section 10e Section 15-8-104s MLAs is amended to read:

®i5-R-104s Department audit of taxable value -- costs
of audit paid by county -- penalty for underreporting. (1)
When in the judgment of the director of revenue it is

necessarye audits may be made for the purpose of determining

the taxeble value of net proceeds of mines and oil and gas
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wellss benk-aharesy business inventoriess and all other
types of property subject to ad valorem taxation. Fhe costs
incurred by the department:s including per diem and wileage
expense as well as salaries and benefitses shall be
reimpursed from the amount collected as a result of the
audits In the event the property subject o audit is
assessad within two or more countiess the department shall
allocate the cost among the collections due each of the
countivse Reimbursement shall be made solely for oaudit
expense and not for other services provided to the counties
by the department and may not exceed the amounts collected.

{2) Tha taxable value of any underreported portion of
any business inventary found as a result of an audit to have
been underreported by the owner shall be increased by 25X as
a penalty for underreportinge

{3) The 25% penalty may be waived by the department if
reasonable cause for failure to report the total! value of a
business inventory is provided to the department.

{4) Thae cost of the audit shall be paid to the state
treasurer for credit to the general funde™

Section 1lle. Section 15-B-111y MCA, is amended to read:

*15-8-111. Assessment -- market value standard --
exceptionse (1) A1l taxable property must pe assessed at
100X of its market value except as provided in subsection

(S) of this section and in 15-7-111 through 15-T~-1l4.

-le- HB 150
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(2) Harket wvalue is the value at which property would
change hands between 2 willing buyer and a willing sellers
neither being under any compulsion to buy or to sell and
both having reasonable knowledge of relevant facts.

{3} The department of revenuye or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in class one and classes seven through
eighteen. For purposes of taxation. assessed value is the
same as appraised valuees

(4) The taxable walue for a1l property in <class one
and classes seven through eiyhteen is the percentage of
market value established for each class of property in
15-6-102 and 15-6-108 through 15-6-11%.

{5) The assessed value of properties in 15-6-103;
15-6-10%s _15-6-105, throogh 15-6-1074 and 15-6-120 is as
foilows:

tat--Property---+n---1t5-6-186vy--under-~ctass-—-Ffivey--is
assessed-ot-106%-of-book-vatoe-by-the-method-estabtished--in
15-6-106-and-the-sections-cited-thereins

tb3fal Properties in 15-6-103+ wunder class twos are
assessed at 100% of the annual net proceeds after deducting
the expenses specified and altowed by 15-23-503.

te3¥fh) Properties in 15-6-104, 15-6-105s and 15-6-120¢

under classes threes fours and nineteen are assessed at 100%
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of the annual gross proceedss

td¥ic)l Properties in 15-6~10T7Ty wunder class sixs are
assessed at 100% of the productive capacity of the %lands
when valued for agqricultural purposess A1l lands that meet
the quatifications of 15-7-202 are valued as agricultural
lands for tax purposese

{6) Land and the improvements thereon are separately
assessed when any of the following conditions occur:

ta) ownership of the improvements is different from
ownership of the land;

{b} the taxpayer makes 3 written request: or

{c) the 1land is outside an incorporated city or townes

{T) The taxoble value of all property in classes two
through fgur. aopd__¢lass six is the percentage of assessed
value established in 15-6-1033 15-6-104s _15-6-105sy through
angd 15-6-10Tg _and 15-6-120 for each class of property.™

Section 12« Section 15-24-701, MCAy is amended to
read:

®15-24-T0l. Production credit associations -
assessment and payment. t¥4 Every production credit
association organized under the prévisions of section 1131d
of Title 124 United States <Codes Annotateds shall be
assessed for and pay taxes upon atl reat and personal
proverty owned by such association-and-stso-upon-the-moneyed

capitai--empltoyed--tn-sueh-businessy-such-moneyed-capitat-to
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be~-ascerterned--by--deducting--from--the--smovnt--of--toansy
tnetoding--teans-—secured--by—-mortgage--on—--real--estota-or
perscnsi-propertyry-the-smount-of-tueh-}onns--discoonted--»and
eny--indobtedﬂessJ-representing---oney——berre-ed--fer—use-es
moneyed-capitele--5aid-moneyed-capital-shali-be-taxed-at-the
same-rate-snd-teke-the--same--ctasarfication--as--shares--of
stotk--itn--a--natronai--bank—-or-moneyed-copitat-coming-inte
sudstential-competition-therewithe
t2--Fhe-secretary-or--mannging--sgent--of~-every--sueh
asscciation--sthalli--furnish—to-the-easesser-of-the-county-én
which-the-principot-office-of-soch-associastion--is--tocatedy
within--5--deys--after--demond-therefory-s-stotement-in-soech
detaii-as--the—-depertaent--of--revenue--or--+ts-~-agent—-may
requirey-—-verifred--dy--his--oathr--of--the--resources--and
%+obi¥+ties-06—sueh-cssoe+otéon—os;dise&esod-by—+ts-boohs-et
the-close-of-business-on-Becenber-3i-ef-the-preceding--years
if--such--secretary-or-monaging-aqent-sheti-fatri-to-meke-the
stetement-hereby-requiredr-the-department-or-+ts-agent-shai}
forthuwith-obtain-such-informetion-from—eany--other--aveitable
sourcey-—and--for-—this—-porpese-+t-shati-have-aceess-to-the
bocks-of-such-assoctations-Fhe-deportment-or-irtas-agent-sheati
thereupon-make-sn-assessment-of-the-real-estate-end-personet
property-owned--by--such--associntion--and--of--the--moneyed
cepreat-—employed-in-the-business-of-soch-ssscctationy-which

s3sessment-shatl-he-as-farr-and-equrtabte-ns-it-may-he--nhte
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to--make--from--the--best--inforsation--asvaitadblev-~or--sa+d
sasessor-mey-for-the-purpose-of-said--eassessment-—-adopt--the
fiqures---diselosed---by--eny--prior--report--made--by--sdeh
association~to-nny-stote-or-federat-officer-pursvent-to--any
state-or-federesi-tave-Any-person-required-by-this-seetion-to
meke--the--statenent--hereinabove-provided-who-sheti-faii-ve
furnish-the-sane-shatt-he-guitty-of-s-misdemeanor-and--shatd
be-punished-asecordingiys”

Section 13. Section 15-24-801s MCAs is5 amended to
read:

®15-24-801ls Buislding 3a¥ings and loan associations --
taxations ¢ttt Every batdding-and-toam-or savings and toan
association subject to regulation under Title 32,y chapter 2.
shall be assessed for and pay taxes upon 3all real and
personal property owned by the association-end-aise—upon-the
moneyed-—capitad--employed-—-in--the--business. Fhe-moneyed
espita+-sha¥¥-be—eseerteined-by-dedueting-frem-the-ameunt-of
pondsy-notesy-and-other-evidences—-of—-+ndebtedness-—ot-—the
eosoeistionv--ine}uding-evidenees-oi-indebtedaess—seeured-by
-ertqege-eﬂ—rea}-eatote-er--persona&——prepertyv--thev-anount
staﬂding-to—the-cred+t-ef-the-meahers—oF-an-associetion—upoﬂ
it3--books--and-any-indebtedness-representing-money-borrowed
for-use-as--moneyed-—capitatv--Fhe--moneyed--capital--as--se
ascertained--shati--pe--taxed--at-the-same-rate-and-take-the

same-ctassification-as-shares-of-stock-+n—a—nationai-bank-er
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moneyed--eaptrtat---coming---into---surstanttat--—competitien
therewitihs The secretary of an association shall furnish to
the vepartment of revenue or its agent in the county in
which the principal office of the association is locateds
within 5 days after demands 3 condensed statement verified
by his ocath of the resources and liabilities of the
association o< disclosed by its books 5t noon on  January 1
in each yeare If the secretary fails to make the statement
hereby requireds the department or its agent shatl
immediately obtain the information from any other available
sources oand for this purpose it 3hall have access to the
books of the associatione The department or its agent shall
thereupon make an assessment of the real estate and personal
property owned by the association-snd-of-the-moneyed-copitat
emptoyed--in--the--business--of-—-the---associations which
assessment shall be as fair and equitable as it may he able
to make from tne best information availables or the assessor
mays for thne purpose of the assessments 2dopt the figures
discliosed by any prior report made by the uassociation to any
state or federal officer wunder 2 state or federal law. &
person required hy this section to make the stitement
provided for in this section who fails to furnish it is
guilty of & misdemeanore
t2¥--Fhe-amount-standing-upon-its-booka-to--the-—credie

of--eneh--member--of-~an-associntion-sheti-hn—considered-and
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Neld-as-the-indirvidust-credit-of-esch--memberv--tach--member
shatt-tist-tne-snares-held-by-him-for-taxetton-at-their-res}
vatve--in-moneyy-in-the-county-of-his-resvdencer-the-same-as
other-credity-are-listedv-except—-shares——from--which--}oans
heave--been-made-or-money-ddveanced-by-the-associrationvy-asnd-as
to-such-shares-they-shati-be-Iisted-far-taxation-at-the--net
ensh--vatue-of-the-stocky-to-be-nscertatned-by-deducting-the
toan--from--the--cash--votoe--of--the--sheress--Associations
organized--under—-or--controtted-by-Fitte-32y-chapter-2y-are
spbject-to-taxation-in-no-other-ways™

Section l4e Section 1T-5-408s MCAr is amended to read:

®17-5-408., Percentage of incomes corporation licenses
and cigarette tax pledged. (1) The state pledges and
appropriates and directs to be credited as received to the
sinking fund account 11% of all moneys_except as_provided in
{sectign_ 6 of this _actl}ls received from the collection of the
incowme tax and the corporation licease tax referred to in
15-1-501 and such additional amount of saio taxess if anys
as may at any time be needed to comply with the principal
and interest and reserve requirements stated in 1T7-5-405(4)
provided tnat no more than 11% of guch tax collections shall
be deemed to be pledged for the purpose of L¥-5-403(2)e The
pledye and appropriation herein made shall be and remain at
all times a first and prior charge upon al'l money received

from the collection of said taxess.
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{2) The state pledges and appropriates and directs to
be credited to the sinking fund account 15% of all money
received from th: collection of the 9-cent excise tax on
cigarettes which is levieds imposeds and assessed by
18-11-111(1})e The state also pledges and appropriates and
directs to be credited as received to the sinking fund
account all money received from the collection of each of
the excise taxes on cigarettes which are levieds imposed
and assessed by subsection (2) and {3) of l&6-11-111ly as
amendede after the payment and redemption in Full of the
ocutstanding bonds for which said taxes have heretofore been
pledged and appropriated or after tha necessary Funds have
been set aside for such payment and redemption as provided
in this parte The state also pledges and appropriates and
directs to be credited as received to the sinking fund
account all money received from the collection of the taxes
on other tobdacco products which are or may hereafter be
levieds imposeds and assessed by law for that purpose.
including the tax tevieds imposedy and assessed by
16-11-202« Nothing herein shall impair or otherwise affect
the provisions and covenants contained in the resolutions
authorizing the presently outstanding long-range building
program bondse Subject to the provisions of the preceding
sentences the pledyge and appropriation herein made shall be

and remain at all times a first and prior charge upon all
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money received from the collection of all taxes referred to
in this subsection {2)."

Section 15« Secrion 20-9-343y MCAy is amended to read:

"20-9-343. Definition of and revenue for state
equatization aide [1) AS used in this titles the term "state
equalization aid® means those wmoneys deposited in the
earmarked revenue fund as required in this section plus any
legislative appropriation of moneys from other sources for
distribution to the public schools for the purpose of
equalization of the foundation programs

(2) The following shall be paid into the earmarked
revenue fund for state equatization aid to public schools of
the state:

{al 25% of all moneys received from the collection of
income taxes under chapter 30 of Title 15;

{b} 25% of all moneysy gxcept as provided in [saction
f__of _this actls received from the collection of corporation
license taxes under chapter 31 of Title 15y as provided by
15-1-501;

{c} 10% of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 155

(d) 62 172% of the moneys received from the treasurer
of the United States as the state's shares of o0ily gass and
other mineral royalties under the federal Minera! tLands

Leasing Acts as amended;
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{e) interest and income moneys described in 20-9-341

and 20-9-342;
(f} income from the local impact and education trust

fund account; and

tg) in addition to these revenuesy the surplus
revenues collected by the counties for foundation pregram
support acc~-ding to 20-9-331 and 20-9-333 shall be paidad
into the same earmarked revenue funde™

Section 16. Section 32-1-413s MCAs is amended to read:

"32-1-413. Borrowing money for capital purposes --
status of capitale Notwithstanding any other provision of
laws any commercial banks savings banks trust companys or
investment companys now in existence or which may be
nereafter formads 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
capital notes or debentures therefors such notes or
debentures to be subordinate in right of payment to the
payment in full of all deposits of such banke savings banky,
trust companys Or investment companys The amount of money so
vorruwed shall be considered as capital for the purpose of
determining the maximum asount of moncy that may be loaned
by such panks savings banks trust companys or investment
company to any persons partnerships or corporation and for

the purpose of determining the maximum amount of money which

-25- HB 150
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such hank may borrow and for all other purposes of bank
c3apital as may be required by lawv-exeept-that-the-money-so
Borrowed--shett--pot--in--—any---—event---pe---considered-—-—-+n
escertasintng-—the-vatge-and-assesamrnt-of-shares-of-any-bank
for-the-purnose-of-taxation.™

Section 17« Repealer, Sections 15-6~106, 15-24-501
through 15-24-508, and 15-24-603s MCAs are repealed.

Section 18. Effective date. This act is effective for
taxable years beginning on or after December 31+ 1978«

-End-~
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STATEMENT OF INTENT RE: HB 150

In granting the Department of Revenue rule-making
authority in section 6{%)s the Senate Taxation Committee
intends that the distribution be based on a3 comparison of
total assets or total resources attributable to the branch
as opposed to total vresources of the wmain office or
according to some other equitable means of deteraining the

distributione
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HOUSE BILL NCOe. 150
INTRDDUCED BY FABREGAy HUENNEKENSe WILLIAMS, FAGGe
SIVERTSENs VINCENT

BY REQUEST OF THE REVENUE JVERSIGHT COMMITTEE

A SILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE METHCOOD OF
TAXING  BAMKS  AND  SAVINGS  AND LOAN ASSOCIATIONS FOR LOCAL
GOVERNMENTS: REMOVING THE CORPORATION LICENSE TAX EXEMPTICN
FOR INTEREST FROM STATE AND LOCAL OBLIGATIONS; REPEALING THE
TAX ON MONEYED CAPITAL AND SHARES OF BANKS; PROVIDING FOR A
DIFFERENY METHOD OFf EGLLEEFENG-ANB DISTRIBUTING CORPORATION
LICENSE TAXES PAID 8Y BANKS AND SAVINGS AND LOAN
ASSOCIATIONS; AMENDING SECTIONS 7-6-206s 15-1-501s 15-8-104y
15-3-111e 15-24-701s 15-24-801+ 15-31-101y 15-31-114%,
15-31-502s 17-5-408y 20-9-343y AND 32-1-413, MCA; REPEALING
SECTIONS 15-6-106+ 15-24-501 THROUGH 15-24-508, ARD

15-24-603+ MCA; AND PROVIDING AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NiW SECTINNe Secticon le Purposee The 1egislaturye
recognizes that the property tax on moneyed capital! and bank
shar2s is an important element in the tax ©bases of many
Tocal governmentse Sinces howevers the current method of
valuing bank shares has legal defectss may be causing the

undercapitalization of Montana®'s bankss and imposes an
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inzguitable tax burden on soee financial institutionss the
legislature heredby repeals this taxe Banks and savings and
loan associations will be taxed on a more equitable basise
their net incomes To make their basis for computing net
income comparable to other businessesy the legislature
repeals the corporation license tax deduction for interest
on public obligationse To replace the property tax revenue
lost to local governmentss o3+ A_PORTION OF THE corporation
license taxes paid by banks and savings and loan
associations will be eodtected RELEIVED by counties and
distributed to the wvarious local governmentss based on their
current mill levies.

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

®15-31-101« Organizations subject to taxe (1) The term
"corporation® includes associationss joint-stock companiese
common—law trusts and business trusts which do business in
an organized capacitye and all other corporations whether
createds organizedes or existing under and pursuant to the
lawsy agreementss or declarations of trust of any states
countrys or the United Statese.

t2) The terms "engaged in business™ and “doing
business™ both mean actively engaqing in any transaction for
the purpose of firancial or pecuniary gain or profite

[3) ¢Every corporations except as hereinafter provided

and except as provided in 33-2-T05{S)s engaged in business

-2~ HB 150
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in the state of Montana shall annually pay to the state
treasurer as a licease fee for the privilege of carrying on
business in this state such percentage or percentages of its
total net income for the precceding taxable year at the rate
hereinafter set forthe In the case of corporations having
income from business activity which is taxable both within
and without this statcy the license fee shal) be measured by
the net income derived from or attributable to Montana
sources as determined under part 3. This tax is due and
payable on the 15th day of the 5th month following the close
of the taxable year of the corporation; however. the tax
becomes a tien as provided in this chapter on the 1last day
of the taxable year in which the income was earned and is
for the privilege of carrying on tusiness in this state for
the taxable year in which the income was earnede

(4) Every bank organized under the laws of the state
of Montanazx or of any othor statey end gor every--notioned
bonk-orqgontred-under-the-taws of the United States gnd_every
savings _and__lean _asscociation _grgacized upder the laws of
this state or of the Upited States are is subject to the
Montana corporation license tax provided for under this
chaptere For taxable years beginning on and after January 1le
1972+ this subsection is effective in accordance with Public
Law F1-1564 section 2 {12 UeSela 54B)}a™

Section 3. Section 15-31-11%4+ MCAs is amended to Tead:

-3- HE 150
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®15-31~114. Deductions allowed in computing income. In
computing the net incomes the following deductions shall be
altowed from the gross income received by such corporation
within the year from all sources:

{1) A1 the ordinary and necessary expenses paid or
incurred Juring the taxable vyear in the maintenance and
operation of its business and propertiessy including
reasonable allowance for salaries for personal services
actually rendereds subject to the 1limitation hereinafter
containedy rentals or other payments required to be made &5
a condition to the continued use or possession of property
to which the corporation has not taken or is not taking
titte or in which it has no equitye %o deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where dowestic corporations are taxed on income derived
from without ¢the states salaries of officers paid in
connection with securing such income shall be deductible.

{2) (a) A¥1 losses actually sustained and charged off
within the year and not compensated by insurance or
otherwisey including a reasonable allowance for the wear and
tear oand obsolescence of property wused in the +trade or
businesss such allowance to be determined according to the
provisions of section 16T of the Internal Revenue Code in

effect with respect to the taxable yeoare. A1l elections for
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depreciction shall be the same as the elections made for
federal income tax purposcse No deduction shall be allowed
for any amount paid out for any buildingss permanent
inprovementss or betterments made to increase the value of
any property or estates and no deduction shall be wade for
any amount of expense of restoring property or making qood
the coxhaustion thereof for which an allowance is or has becn
mades

(b} (i) There shall be allowed as a8 deduction for the
taxablte period 2a net operating loss deduction determined
according to the provisions of this subsections The net
operating Yoss deduction is the aggregate of net operating
loss carryovers to such taxable period plus the net
operating loss carrybacks to such taxable periods. The term
"net operating loss™ means the excess of the deductions
allowed by this sections 15-31-114e over the gross incomses
with the modifications specified in (ii} of this subsectione.
If for any taxable period beginning after December 3ls 1970,
a net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of the threa taxable
periods preceding the taxable period of such loss and shall
be a3 net operating loss carryover to  each of the five
taxable periods following the taxable period of such losse A
net operating loss for any taxable pericd ending after

December 31y 1979y in addition to being 2 net operating loss
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carryback to each of the three preceding taxable periodss
shall be 2 net cperating loss carryover to each of the seven
taxasble periods following the taxable period of such losse.
The portion of such loss which shall be carried to each of
the other taxable years shall be the excesss if anyy of the
amount of such loss over the sum of the net income for each
of the prior taxable periods ta which such loss was carrieda
For purposes of the preceding sentences the net income for
such prior taxable period shall be computed with the
modifications specified in {ii)({B) of this subsection and by
determining the amount of the net operating loss deduction
without regard to the net operating loss for the loss period
or any texable period thereeftere and the net income so
computed shall not be censidered to be less thzn Zeroa

{ii) The modifications referred to im (i)} of this
subsnection shall be as follows:

{A) No net opo2rating loss deduction shall be allowed.

{8) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
m2thode

4C) __Apy pet operating less carried over to any taxable
yeacs_begioning after December 3ls 1978s must be _calculated
under _the provisions__of _this _section effective for the
taxable year for which the return claiming the net gperating

loss _carryover jis fileda
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{iii) A net operating toss deduction shall be aYlowed
only with regard to 1Jlosses attributable to the business
carried on within the state of Montanae

{iv) In the cése of a merger of «corporaticnss the
surviving corporation shall not be allowed a net operating
loss deduction for net operating lesses sustained by the
merged corporations prior to the drte of wmargere In the case
of a consolidation of corporationss the new corporate entity
shall not be allowed a deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consoclidation.

{v) Notwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resutting from a net operating los§ carryback or carryovere

{vi) The net operating Tloss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 3le¢ 1970¢ but shail be allowed only with
respect to taxable periods beginning on or after January 1s
1971,

{(3) In the case of miness other natural depositss oil
and gas wellse and timbers a recasonable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to bte determined according to the
provisions of the Internal Revenue Code in effect for the

taxable yeare All elections made under the Internal Revenue
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Code with respect to capitalizing or expensing exploration
and developmant costs and intangible drillint expenses for
corporation license tax purposes shall be the same as the
electians made for federal incowme tax purposess

{4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid ecn an indebtedness created
for the purchases maintenancesy or improvement of property or
for the conduct of business wunless the income from such
property or business would be taxable under this part.

t53--Interest-income-from-obiiqations-of-the-—state--or
any-politicel-subdivisionor-municipatity-of-the-states

16342) {3) Taxes paid within the year except the
following:

{i) Taxes imposed by this parte

(ii} Taxes assessed against local! benefits of a kind
tending to increase the value of the property assessed.

{iii) Taxes on of according to or measured by net
income or profits imposed by authority of the government of
the United Statese.

(iv) Taxes imposed by any other state or country upon
or measured by net income or profitse.

{b) Taxes deductible wunder this part shall Le

construed to include taxes imposad by any countys schoot

-B- HB 150
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districte or municipality of this state.

+¥#4{&) That portion of an energy-related investment
allowed as a deduction under 15-32-103."

Section 4. Section 15-31-502¢ MCAs is amended to read:

®15-31-502- Assessment and payment of taxe penalty,
and intereste A11 taxpayers shall compute the amount of tax
payable wunder this chapter and shall remit such amount to

the department of revenuez-except-aa--provided--jin-—-{aection
532 on or before the 15th day of the 5th month folilowing the

close of the taxable periode If the tax is not paid on or
before the due datees there shall be assessed a penalty of
102 of the amount of the tax unless it is shown that the
failure was due to reasonable cause and not due to negliects
If any tax due under this chapter is not paid when dues by
reason of extension granted or otherwisesy interest shall be
added thereto at the rate of 9% per annum from the due date
until paide®

NEW SECTION. Section 5. 8Ssnkysnd—-savings——end--}oen
Bssociations——-———apecisi—-provisions-for-fiting-returns-end
payment-of-toexess DEPARTMENT OF BREVENUE —-- SPECIAL DUYIES
EQR _TRANSMITTING CORPORATION LICENSE TAX REVENUES COLLECTED
ERDM_QANKS QR SAWINGS AND LOAN ASSOCTATIONS TO LOUNTIES.-ti}
County-treasurers—sheli-codtect—ecorporation--ticense--taxes
patd-by-banks-and-sevings-and-}oan—associationss

t23--Hithin--18--doya-—-efter--receiving--as——-corporatien
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Fieense—-tex——return-frou—-a--bank--or--savings—--and-—-toon
sasccistiony-the-departsent-of-revenue-shatd-transmit—to-the
ecounty~~tressturer-—of-——the—county——in-which-the-business-is
Iocoated-a-statement-showing-i+tea—tex-tiabititys-Fo-insure-the
confidentiality-of -the-returny-as-required-under——15-31-58%y
the-stetement-sent-to-the-tressurer-shalti-show-onty—the-nese
end--nddreas-of-the-bank-or-savings-and—ioen-ossocistion—end
ta-tox-Habiteyy

+3)——Hithin——-5—days-—afeer--receiving—e———carporation
¥+eense—-tot-stateéentv'e-eoeﬁty-tfeesufer~she§§—send—te-the
business-o-demand-for-paysent-in-the——asmount--shown-—-on——the
statewents

fﬁf-*he--bon#--or-‘sev+ngs——end—*eon-esaocfet+oa-sho¥+
seke—payment-to-the-county—treasurer—within—5—-days--after
receiving--s——demand--for--paymentw (1) MITHIN 30 DAYS AFJER
BECEIVING CORPORATION LACENSE TAX RETURBNS AND PAYNENTS FROH
BANKS OR SAVINGS AND LOAYW ASSOCIATIONSs THE DEPARTMENT OF
REYEMNUE SHALL JRANSHIT YO THE COUNTY TREASURER OF THE COUNTY
IN WHICH THE BUSINESS XIS LOCATED THE REVENUES CALCULATED
UNDER CSECTION ©(1118) s

154121 If the department of revenue determiness under
the provisions of 15-31-503 and 15-31-531s that a bank or
savings and loan association owes more taxes than shown on
the original return or has paid more than the taxs penaltys

or interest due in any years it shall notify the bank or
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savings and Yoan association and-the-county-tressurer—cf-the
county—in-which—the—-business-is-tocoted. Additional payment
is due within 10 days after receipt of the final
determination of taxes duee County treasurers shall issue
warrants for JHEIR PORTION OF THE overpayment RECELIYED and
interesty as provided in 15-31-531,

1631(3)] The department shall continue to exercise all
its duties and powers outlined in this title with respect to
auditing returns and enforcing paysent of the corporation
license taxes owed by banks and savings and loan
associationse Any delinquent taxks collected from the sale
of property of a bank or savings and loan assocliation under
the provisions of 15-31-525 shall be transaitted to the
county in which the corporation owing the delinquent taxes
Is Yocateds The only duties of the county treasurers in this
regard are ecoltecting--the—texesy issuing refundsy and
distributing the taxes to local taxing jurisdictionse

MEM. SECTION. Section 6. Oistribution of corporation
Ticonse taxes collectad by-county-tressurers EBOM BANKS QR
SAYINGS AND LOAN ASSOCIATIONSe (1) At corporation license
taxes collected by—county-treasorers FROM DANKS AND SAYINGS
AND LOAN ASSOCIATIONS shall be distributed JN _THE _FOLLOWING
BANNER S

LAY 20X NUST BE REMITTED 1O THE STATE TREASURER TQ BE
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(8) _80%x MUST BE _ALLOCATED to the various taxing
jurisdictions within the county in which the bank or savinas
and loan association is locateda

{2) The corporation license taxes cottecten
DISYBIBUTED UNDER SUBRSECTIDN _{1)(B} shall be allocated tc
each taxing jurisdiction in the proportion that its mill
tevy for that fiscal year bears to the total mill levy cf
the taxing authorities of the district in which the bank or
savings and loan association is located.

(3} *Taxing jurisdictions™ meanss for the purposes of
this sections all taxing authorities within a county
permitted under state law to levy mills against the taxable
value of property in the taxing district in whieh the bank
or savings and loan association is located.

{4) If a return filed by a bank of savings and loan
association involves branches or offices in mudtiple-—taxing
jurisdiretions MOBE THAN ONE €OUNFY TAXING JUBISDICIIONs the
department of revenue shall provide a2 methot by rule for
equitable distribution AMONG _ THQSE  EOUNFIES  YAXING
JURISDICTIONS.

NEH_}ELIIQH. Section 7. Moneyed capital and shares of
banks exewmpte {1) Moneyed capital and shares of banks are
exempt from taxations

{2) "Moneyed capital® means moneys bondss notese and

other evidence of indebtednesss including evidence of

-12- HB 150
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indebtedness secured by 3 mortgsge on real or perscnal
nrepertys in  the  hands of individual citizens and
corpaorations coming intoc competition with the business of
national banks or employed in conducting a2 banking or
investment businesse.

Section 8« Section T7-6-206s MCAy is amended to read:

nl-6-206e. Time depositse (1} Such public money not
necessary for immediate wuse by such countys cltys Or town
which 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 banks--busiding——end--toan
sssoctetvony or savings and Yoan association in the countye
citys Or towne

{2} When wmore than one bankvr—building--end--—-%oen
assoctationy or savings and loan asscciation 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 fundse
such funds may be distributed ratably among all of such
banksy-bu+tding-end-toan—-assoctotionsy 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 locatedv—incltuding-taxes-on-shares—-cf--bank
stoeky and _the corporation license taxes pajd by each sueh

banky-bui¥ding-snd-toen-essocisttony or savings and loan
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association willing to receive such time or savings deposits
under the terms of this parts

{3) In licu of a ratable distribution among banksy
butiding--end--teen--associotionsy and savings and loan
assoclations within the countys citys or townes the local
governing body may solicit bids without advertising from any
banky-buttding-snd-toen-assecietiony or savings and loan
assocliation in a county having at least two such financial
institutionses Such institutions may request in writing that
they be listed for solicitation on bids for public money not
necessary for immediate use by the unit of local government.
In counties having less than two such institutionss the
tocal governing body wmay solicit bias from and deposit
public msoney in such institutions {in neighboring counties
unless the 1local financial institution agrees to pay the
same rate of interest bid by the neighboring financial
institutionse The governing body may solicit bids by notice
sent by mail to the investment institutions whose names are
listed as provided herein. The provisions of this
subsection shall be considered as mceting the requirements
of subsecticon (2)."

Section 9« Section 15-1-501s MCAs is amended to read:

®15-1-501ls DNisposition of monays from certain
desi nated Vicense and other toxess {1) The state treasurer

shall deposit to the credit of the state general fund all
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moneys received by him from the collection of:

{a) autowobile driver®s license fees under subsections
{1} through {6} of 61-5-111;

{b)} electric energy producer®s Jlicense taxes under
chapter 51;

{c} metalliferous wines license taxes under chapter

{d} oil producer®s license taxes under chapter 36;

{e) ligquor license taxes under Title 16;

{f} talephone license taxes under chapter 53; and

(g9) inheritance and estate: taxes wunder Title T2,
chapter 16.

{2) Seventy-five percent of all moneys received from
the collection of income taxes under chapter 30 and
corporation license and income taxes under chapter 3l
excapt as provided In {section &1s shall be deposited in the
general fund subject to the prior pledge and appropriation
of such income tax and corporation license tax collections
for the payment of long-range buwilding program bondse. The
remaining 25% of the proceeds of the corporation lticense
taxe excluding that ecoilected ALLOCATEQ _JO THE COUNTIES
upder [section §Jx corporation income taxs and incowe tax
shall be deposited to the credit of the earmarked revenue
fund for state equalization aid to the public schools of

Montanae
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{3) The state treasurer shall alse¢e deposit to the
credit of the state general fund all moneys reeeived by hiw
from the collection of license taxeses feess and all net
revenudes Jnd receipts fromM all other sources under the
operation of the Montana Alcoliolic Beverage Code«™

Section 10 Section 15-8-104y MCAs is amended to read:

®15-8-104. DOepartment audit of taxable wvalue -- coasts
of audit paid by county -- penalty for underreportinge. (1)
Whern in the judgmerit of the director of revenue it s
necessirys audits may be made for the purpose of determininc
the taxable value of net proceeds of mines and oil snd gas
wellsy benk-sheresy business inventoriess and 3211 cther
types of property subject to ad valorem taxations The costs
incurred by the departmenty including per diem and mileage
expense as well as salaries and benefitss shall be
reimbursed from the amount collected as 2 result of the
Audite In the event the preperty subject to  audit is
assessed within two or more countiesy the department shall
allocate the cost among the collections due each of the
countiese Reimbursement shal? be mode solely for audit
expense and not for other services provided to the counties
by the department and may not eéxceed 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 Ly the owner shall be increased by 25% as
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a penalty for underreportinge

{3) The 25% penalty may be waived by the department if
reasonable cause for failure to report the total wvalue of a
business inventory is provided to thz department.

{#) The cost of the audit shall be paid to the state
treasurer for credit to the genaral fund.”

Section 1llea Section 15-8-11lly MCAs is amended to read:

*15-8-111l. Assessment -~ warket value standard -~-
exceptionse {1} ATl 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-T-1l%.

{2) Market value is the value at which property would
change hands between a willing buyer and a2 willing sSellers
neither being under any compulsion to buy or to sell and
both having reasonable knowledge of relevant factse

{3) The department of revenue or its agents may not
adopt a lower or different standard of value from market
value in making the official assessment and appraisal of the
value of property in class one and classes seven through
eightecne For purposes of taxations assessed value is the
same as appraised values

{4} The taxable value for all property in <class one
and classes seven through eighteen is the nercentage of
market 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 15-6-1034y
15-6-104s 15-6-105x through 15-6-107y and 15-6-120 s as
follows:

to}--Property-———in-~--15-6-166v--under-—-ctess——-fivey-~4a
essessed-et-18898-of-book-volua—by-the-method-estabd+shed——in
15-6-166-ond-the-seetions-cited-thereins

tb¥ia)l Properties in 15-6-103y under class twoe are
assessed at 100X of the annual net proceeds after deducting
the expenses specified and allowed by 15-23-503.

terib} Prope;ties in 15~6-104+ 15-6-105y and 15-6-120y
under classes threes foure and nineteen are assessed at 100%
of the annual gross proceedse

t4¥{c) Propelties in 15-6-107, under class sixs are
assessed at 100% of the productive capacity of the lands
when valued for agricultural purposese A1 lands that meet
the qualifications of 15-7-202 are valued as agricultural
lands for tax purposcse

{6) Lland and the improvements thereon are separately
assessed when any of the following conditions occur:

(3} ownership of the improvements is different from
ownership of the land;

{(b) the taxpoyer makes a written request; or

{c} the 1land¢ is outside an incorporated city or town.

(7} The taxuble value of all property in classes two

througyh four _and _class six is the percentage of assessed

-18- HE 150



16
11
12
13
14
15
16
17
18
1%
20
21
22
23
24

25

HB 0150/03

value established in 15-6-103:_15-6-10%s _15-6-105s ¢through
and 15-6-107s and 15-6-120 for each class of propertye™

Section 12« Section 15-24-701ls MCA, is amended to
feads

*15-24-701l. Production credit associations -
assessment and paymente t1¥ Every production credit
association organized under the provisions of section 1131d
of Title 12+ United States <Codes Annot3ateds shall be
assessed for and pay taxes wupon all real and personal
property owned by such association-and-atse-upon-the-goneyed
capital--esployed-—-in-such-businessy-such-moneyed-copited-te
be-nscertoined-—-by--deducting—-from--the--omount—--of--Jeansy
nctuding-—Foons-—secured--by--mortgege—-on--resi-~estote-or
personat-propertyv—the—asount—of-sgeh-Ioens-—discounted--nond
ony——indebtedness——representing--soney--borroned--for-nse-ng
moneyed-capitalv—-Said-moneyed-coapitat-shali-be-taned-st-the
sane—rete-and-teke-the-—sane-—ciasgsificotion--as--shares——of
stock-—in-~e--national--bank-——er-moneyed-capital-coring-into
substentisi-conpetition—therewith.

t2)--Fhe-secretory-or-—maneging--agent--of-—every--such
sssccistion——shell-—furnish-to-the-nssessor-of-the-county-in
which—the-prinetipel-office-of-such-esssociation——is—~tocatedy
within--5--days--after--demand-therefory-n-statement-in—svch
detoii-as-~the--departaent--of-~revenue--ar--its--egent--mey

requirsr-——verified--by-—his--cathy--of-—the--rezpurces—-and

-19~ HB 1%0

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

25

HB 0150703

}irabitities—of-such-sasecistion-es-disclosed-by-irts-books-at
+the-cltnse-of-business-on—Becenber—3i-of-the-preceding-—yeary
if-—such--secretary-or-menoging-agent-shati-fait-to-make-the
stoatement-hereby-requiredy—the-department-or-its-agent-shait
forthwith-obtein-suech—information-from—nny-—other-—svaiinbie
sodreey-—ond--for——this--purpose-it-shail-have-oscecess—to-the
books-of-sceh-assoctations-Fhe-department-or-+ts-agent—-shaitd
theredpon-sake-an—assesament—-of-the-real-estate-and-personed
property-ouned-—by——sueh——~sszecintion——ond-—af--the--moneyed
capitol--employed-in-the-business-of-such-nssociotionr—which
assessment-shalti-be—es-fair-end—equiteble-as—it-—may—be——able
to-—geke--Ffrom——-the--best-—informetion--aveilebley——or--snid
assessor-msy-for-the-purpose-—of-ssid--a9sessment-—adopt--the
figures——-disetosed--—by——any —prior——report—-made——by-—such
sssocintion-to-any-state-or-federst-officer-pursvant-to--any
stete—or—federsl-—tewr—Any—person-required-by-this-section-to
make--the-—statement--hereinabove-provided-who-shati-farl-to
fernish-the-sase—shelt-be-—guitty-of-p-misdemeanor—ond-—shat}
be-punished-eccordingtys”™

Section 13« Section 15-24-801s MCAy is amended to
read:

"15-24-801le PBui¥ding Javings and Yoan associations -—-
taxatione <%y Every buitding-and-tesn—or savings and loan
association subject to regqulation under Title 32+ chapter 2y

shall be assessed for and pay taxes wupon all real and
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personal property owned by the association-end-elso-upeon-the
moneyed--copiteol--employed-—-in--the--bosiness. Fhe-moneyed
capitat-sheti-be-ascerteined-by-deducting-from—the-smount-of
bondsy-noteay-and-other-evidences——of--indebtedness——~of--the
sssociationy--inectuding-evidences-of-indebtedness-secured-by
mortqgane-on-reat-estete-or--personst-—propertyy——the——esount
stending-te-the-credit-of-the-members—-of-an-esseciation-upon
+ts—-books-—and-any—indebtedﬂess-fepresenting—noﬂey—Sefreued
for-use—as--moneyed——capitats—Fhe-——moneyed—-capitat-——as--so
aseertained--sholi--be—-taxed--st-the-semne-rate-snd-take-the
same-ciassificotion-as-sheres-cf-stock-in-s—nationsl-benk-or
moneyed-——ecapitat———coming—-—inte-—avbstentiel-——competition
therewiths 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 locateds
within 5 days after demands 2 condensed statement verified
by his oath of the resources and liabilities of the
association as disclosed by its books at ncon on Januvary 1
in each vyeare If the secretary fails to make the stateeent
hereby requiredy the department or its agent shall
imnediately obtain the information from any other available
sourcees and for this purpose it shall have oaccess to the
books of the associations The department or its agent shall
thercupon make 3n assessment of the real estate and perscnal

proparty owned by the association-and-of-the-moneyed-capital
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employed-—in—the--business—-of---the---asseevstion, which
assessment shall be as fair and equitable as it smay be able
to make from the best information availables or the assessor
mays for the purpose of the assessmenty adopt the figures
disclosed by any prior report made by the association to any
state or federal officer under a state or federal lawe A
person required by this section to wmake the statement
provided for in this section who fails to furnish it is
gquilty of a misdemeanor.

fii——?he—anauét-stendfng—upon—its-beeks—te—-the-ereﬁit
of--ecoch—-mesber--of--an-associetion-shell-be—considered-and
hetdd-as-the-individuet-credit-of-ench--members-—-Each--wember
shei!—}ist—the-shefes—he*é-by-h+=~for-ta;otien—et—their—rea%
vetve-—-in-moneyr—in-the-county-of-his-residenceyr-the-sare-as
other—credits-are-i+stedy-except——shares-—from—-whieh—-tonns
have-—betn-mpade-or-soney-advanced-hy—tha-assecietiony—and-as
to-sveh-shares-they-shetdi-be-3isted-for-taxation—at-the--net
cash--voluve-of-the-stocky-to-be-ascertained-by-deducting-the
toan-~from--the--cash--vaitue--of--the—-sheress—-Associntions
orqan&zed-—under--or--eontro%%ed—b7—¥it*e—3£v-ehapter—iv‘are
subject-to-taxotion-+n-no-other-ways”

Section 14« Section 1T7-5-408s MCAe is amended to read:

*17-5-408+ Percentoge of incomes corporation Yicenses
and cigarette tax pledgede {1) The state pledges and

approprictes and directs to be creditud 3s received to the
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sinking fund account 11% of 31l monecys_except as _provided in
[section & of this act)s received frea the collection of the
incose tax and Fhe corporation license tax referred to in
15-1-501 and such additional amount of said taxess if anys
as wmay at any time be needed to comply with the principal
and interest and resarve reguirements stated in 17T-5-405(4),
pwrovided that no more than 11% of such tax collections shall
be deemed to be pledged for the purpose of 17-5-403{2)« The
pledge and appropriation herein made shall be and resain at
all times a first and prior charge upon all soney received
from the collection of said taxese:®

{2) The state pledges and appropriates and directs to
be credited to the sinking fund aoccount 15% of all money
received from the collection of the 9-cent excise tax on
cigarettes which is 1levieds imposede 3nd assessed by
I6-11-111(1)e The state also pledges and appropriates and
directs to be credited as received tc the sinking fund
account a1l money received from the collection of each of
the excise taxes on cigarettes which are 1leviedy imposeds
and assessed by subsection (2} and (3) of 16-11-111, as
awmendedy after the payment and redemption in full of the
outstanding bonds for which said taxes have heretofore been
pledged and appropriated or after the necessary funds have
been set aside for such payment and redemption as provided

in this parte The state also pledges and appropriates and
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directs to be «credited as received to the sinking fun.
account all money received from the collection of the taxes
on other tobacco products which are or may hereafter be
leviedy imposede and assessed by 1law for that purposes
including the tax Tevieds imposeds and assessed by
16~11-202. Nothing hercin shall impair or otherwise affect
the provisions and covenants contained in the resolutions
authorizing the presently outstanding long-range building
program bondse Subject to the provisions of the preceding
scntences the pledge and appropriation herein made shall be
and rermain at al) tiames a first and prior charge upon all
money received from the collection of all taxes referred to
in this subsection (2)"

Section 15« Section 20-9-343y MCAs is amended to read:

®20-9-343., Definition of and revenue for state
equalization aide (1) As used in this titles the term "state
equalization aid*® means those moneys deposited in the
earsmarked revenue fund as required in this section plus any
legislative appropriation of moneys from other sources for
distribution to the public schools for the purpose cf
equalization of the foundation prograna.

(2) The following shall be paid into the earmarked
revenus fund for state eguatization 2id to public schools of
the state:

(a} 25% of all moneys received from the collection of
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income taxes under chapter 30 of Title 153

(b} 25% of all moneyss gxgept as provided in_ [section
6 __of this actls received from the collection of corporation
license taxes under chapter 31 of Title 15y as provided by
15-1-5013

{c) 10% of the moneys received from the collection of
the severance tax on coal under chapter 35 of Title 15;

{d) 62 17/2% of the moneys received from the treasurer
of the United States as the state®s shares of oils gase and
other mineral royalties wunder the federal Mineral Lands
Leasing Acts as amended;

(e} interest and income moneys described in 20-9-341
and 20-9-3423

{f)} income from the local impact and education trust
fund account; and

(3) in addition to these revenuesy the surplus
revznues collected by the counties for foundation program
support according to 20-9-331 and 20-9-333 shall be paid
into the same earmarked revenue funde.®

Section l6e Section 32-1-413y MCAy is amended to read:

»32-1-413. Borrowing money for <capital purposes -~
status of capitale Notwithstanding any other provision of
Taws any commercial banky savings hanks trust companys or
investment companys now Jn existence or which may be

hereafter formeds shall have the power to borrow money for
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capital purposes wupon such teras and conditions as may be
approved by the department and for this purpose may issue
capital notes or debentures therefory such notes or
debentures to be subordinate in right of payment to the
payment in full of all deposits of such banke savings banke
trust companys Or investment company. The amount of money so
borrowed shall be considered as capital for the purpose of
determining the w®axisusm amount of money that may be loaned
by such banks savings banks trust companye or investsent
company to any persons partnerships or corporation and for
the purpose of determining the maximum amount of money which
such bank may borrow and for all other purposes of bank
capital as may be :required by lawv-exeept-thet-the-poney-so
borrowed-—shal}--not——¢n-—any-—-event---he--—considered—-—¢n
ascertotning-—the-velue-end-assessnent-cf-shares-of-ony-beank
for-the-purpose-of-taxstion.”™

Section 1Te Repealere Sections 15-6-106s 15-24-50C1
through 15-24-508s and 15-24-503y MCAy are repealed.

Section 18« Effective datee This act is effective for
taxable years beginning on or after Deceaber 3le 1978.

-End-
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Marcn Zo, 1979

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 150, third reading bill, be amended as follows:

1. Title, line 11.

Strike: "COLLECTING AND"
2. Page 2, line B.
Following: "governments,"
Strike: "all"

Insert: "a portion of the"
3. Page 2.

Following: 1line 9

strike: "collected"
Insert: "received"

4. Page 9, lines 7 and 8.
Strike: ", except as provided in {section 5},

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 in which the business is located
the revenues calculated under [section 6 (b)]."

6. Page 10, lines 1B 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: "overpayment"
Insert: ‘"received"

8. 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 loan 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: xemainder 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(1) (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"
Inscrt: "taxing jurisdiction”

4. Page 12, line 9.
Following: “THOSE"

Strike: "COUNTY"

Insert: "taxing jurisdiction"



