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Z B1LL NO. _ia_-i

zy 1 thz United States or of some states territorys trusteeships

2 INTRGDUCED BY, 2 or protectorate of the United Statess

3/ M Z. ’HIUFT 3 {5) =Qualifying individual® means any person who:

4 A BILL FOR AN ACT ENTITLED: #AN ACT TO REGULATE THE § (a} is required under 15-30-142 to file an individual
S OWNERSHIP DF AGRICULTURAL LAND BY REQUIRING CERTAIN PERSONS, 5 income tax returni

& BUSINESSESs AND CORPORATIONS TO REPURT OWNERSHIP OF INTEREST & (b} has had an average annual gross incomes as shown
7 IN AGRICULTURAL LAND AND BY ODISALLOWING DEDUCTIONS FROM T on his tax returnsy exceeding $i million during the
8 INCOME TAX AND CORPORATION LICENSE TAX LIABILITY FOR CERTAIN 8 preceding 3 years; and

9 FARM-RELATED EXPENSES CLAIMED BY THESE PERSONSs BUSINESSESy 9 {c) earned less than 50% of this income during the
10 OR CORPORATIONS; AMENDING SECTIONS 15-30-101¢ 15-30-121e AND 10 3-year period f.—o.' the sale of raw agricultural productse.

11 80-1-102¢ MCA; AND PROVIDING AN EFFECTIVE DATE.™ 11 (6) "Qualifying corporation®™ means any corporation
12 12 that:

13 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 13 {a) is required under 15-31-101 to pay corporation
14 NEY SECTIONe Section le Definitionse As used in 14 license tax;

15 [sections 2 and 3]s the following definitions apply: 15 {b) had an average annual gross income exceeding $I
15 {1} ™Agricultural land" =seans Tand meeting the 16 millions as shown on its tax returnss during the preceding 3
17 qualifications imposed in 15-7T-202(1){a}). 17 years; and

18 {2} ®Director™ means the director of the department of 18 {c) received less than 50X of this income during the
19 agricultures 19 3-year period from the sale of raw agricultural productse.

20 {3) “foreign business™ means any business entity 20 NEM SECTION. Section 2. Reporting by certain owners
21 including but not limited to corporationss partnershipsy and 21 of agricultural land requirad. {1} Any nonresident aliens
22 associations in which a controlling interest is owned by 22 foreign businesss qualifying corporations or qualifying
23 atiense 23 individual that acquires or transfers any interesty other
24 {4) *Nonresident alien™ means any person who is not a 24 than a security interesty in agricultural land or who holds
25 citizen of the United States and who is not a resident of 25 an interests other than a security interesty in agricultural

HE 42T
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land on [the effective date of this act] sust file a report
with the director not later than 50 days after the date of
such acquisition or transfer.

{2) The vreport wmust be on a form provided by the
department and sust contain:

{a) the 1legal name and address of the owner of
interest;

(b} the citizenship of any owner who is an individualj

(c) the nature of the 1legal entity holding the
interest if the owner is a business or corporations the
country in which it was createds and the principal place of
business;

(d) the type of interest in agricultural land that the
owner acquired or transferred;

(e) a legal description of the agricultural tand
acquired or transferred;

{f} the purchase price paid or any other consideration
given for the interest or the legal name, addresss and
citizenship of the person to whom the interest is
transferred; and

{9) such other information as the director say
consider necessarys

{3) Any person who holds or acquires an intereste
other than:'a securlty int€rests in-agricultural land ard who

subsequently becomes 23 nonresident alien wust subsit 3

-3-
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raports as provided in subsection {(2)e to the directoer not
later than 60 days after he becomes 3 nonresident alien.

(%) Any nuonresident aliens foreign husinesss
qualifying corporations or qualifying individual who holds
or 3cquires any interests other than a security interesty in
nonagricultural land that subsequently is assessed 3as
agriculturat land must submit a reporte as provided in
subsection (2)s to the director not later than 60 days after
the land is reclassified as agricultural %and.

MEH SECTIONM. Section 3. Penalty for failure to file
reporte Any nonresident aliens foreign businesse qualifying
corporations or qualifying individual refusing to file the
report as required in [section 1] is guilty of a wmisdemeanor
and upon conviction shall be fined not less than $10C and
not wmore than a sum equal to 25% of the market value of his
interest in agricultural land on the day the report was duee.

Section 4. Section 80~-1-102s MCAy is amended to reac

“80-1-102. Duties of department. The department shalil:

{1) encouragz and promot> the interests of
agricultures incliuding horticulture and apicultures and all
other allied Industries;

(2) collect and pudblish statistics relating to the
production and marketing of crops and other agricultural
products so far as the information may be of value to the

agricultural and allied interests of the state;

-l
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{3} assists encourages and promote the organization of
farmers® institutess horticultural and agricultural
societiess the holding of fairsy livestock showse or other
exhibits of the products of agriculture;

(4) adopt standards for open and closed receptacles
For farm products and standards for the grade and other
cltassification of farm products;

(5} cooperate with producers and consumers in devising
and maintaining econowmical and efficient systems of
distribution and aid in the reduction of waste and expense
incidental to marketing;

(6) have the authority to maintaln a market news
services including information as to cropsy freight ratess
commission ratess and other matters as may be of service to
producers and consumerse and act as 3 clearinghouse for
information of value to producers and consumers;

{7) gather and diffuse inforwmation concerning the
supplys demands prevailing pricess and commercial movement
of farm products;

(8) investigate the practices and methods of factors,
commission merchantses and others who receives solicits buye

selly handle on commission or otherwises or deal in graine

vegetabless or other farm productss so that distribution of

the commodities is accomplished efficientlys economicallye

and without hardships wastes or fraud;

-5—
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{9} cooperate with Montana state universitys the
agricultural experiment stations and the federal government
for the betterment of the agricultural industries of the
statey the improvesment of rural 1lifes and promotion of
equality of opportunity for the farmers of the state;

{10) take and hold in the name of the state of Montana
propertys real and personale acquired by giftsse
subscriptionsy donationss and bequests;

{11} sell and dispose of personal property owned by it
in a manner the départ-ent may provides when in the judgment
of the department the sale or disposal best promotes the
purposes for which the department is established;

{12) contract in respect to any matter within the scope
of its authority;

(133 b ts of and ile d hig of

qualifyi ti ) Lifyi indivi 1s: 4
+%3¥114) enforce this title and all other Yaws for the

protection and requlation of agriculture.®

Section Se« Section 15-30-101s MCAs is amended to read:

"15-30-101« ©Definitionse For the purpose -of this
chapters unless otherwise required by the contexts the
following definitions apply:

{1) “Department®™ means the department of revenuce.

{2y ®Dividend™ means any distribution made by a

- HB 427
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corporation out of its earnings or ogprofits to its
shareholders or wmemberss whether in cash or in other
property or in stock of the rorpaorationy other than stock
dividends as herein definede ™Stock dividends™ means new
stock issuedy for surplus or profits capitalizeds to
shareholders in proportion to their previous holdingse

{3} “Fiduciary™ means a guardiane trustees executors
adeinistratore receivers conservators or any persons whether
individual or corporates acting in any fiduciary capacity

for any persony truste Or estatee

+434{5) “Foreign country* or “foreign government™ means
any jurisdiction other than the one embraced within the
United Statessy its territories and possessionse

+534158) ™Information agents™ include all individualse
corporationss associationsy and partnershipss in whatever
capacity actinge including lessees or mortgagors of real or
personal propertye fiduciariese employerse and all officers
and employees of the state or of any sunicipal corporation
or political subdivision of the states having the controle
receipte custodys disposaly or payment of intérests rents

salariess wagessy premiumsy annuitiess compensationss

-7~
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remunerationses omolumentss or other fixed or determinable
annual or periodical gainse profitss and income with respect
to which any person or fiduciary is taxable wunder this
chaptere

+63{11 “Net income” means the adjusted gross income of

a taxpayer less the deductions allowed by this chapter.

(8)_ _"Nonresident aliep” seans any parson who is oot a

£¥91(2) *"Paid®s for the purposes of the deductions and
credits under this chaptere means paid or accrued or paid or
incurreds and the terms “paid or incurred® and ®paid or
accrued® shall be construed according to the method of
accounting upon the basis of which the taxable income is

computed under this chapters

€84£11) “"Received™s for the purpose of computati~- of

-
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taxable income under this chapters means received or accrued
and the term ™received or accrued® shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

+93412) ™Resident® applies unly to natural persons and
includesy for the purpose of determining liability to the
tax imposed by this chapter with reference to the income of
any taxable years any person dowmiciled in the state of
Montana and any other person who sa2intains a permanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewheres

$16¥(13) "Taxable income®™ wmeans the adjusted gross
income of a taxpayer less the deductions and exemptions
provided for in this chapters

+11¥(1l4) "Taxable year™ means the taxpayer®s taxable
year for federal income tax purposes.

+323(15) "Taxpayer® includes any person or fiduciarys
resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

Section 6e Section 15-30-121s MCAs is amended to read:

"}5-30-121. Deductions atlowed in computing net
incomes In computing net incomes there are allowed as
deductions:

{1) the items vreferred to in sections 161 and 211 of

—_Q-
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the Internal Revenue Code of 1954y or as sections 161 and
211 shall be Jabeled or amendeds subject to the following
exceptions which are not deductible:

{a) items provided for in 15-30-123;

{b} state income tax paid;

{2) federal income tax paid within the taxable year:

(3) c¢hild and dependent care expenses determined in
accordance with the provisions of section 214 of the
Internal Revenue Code of 195% that were in effect for the
taxable year that began January ls 1974;

(4} that portion of an energy-related investment
allowad as a deduction under 15-32-103."

MEW SECTIONe Section T« Cortain farmrelated items
not deductibles {1) Deductions under 15-31-114 generated
directly or indirectly as a resuit of the growing or
production of any raw agricultural product wmay not be
claimed by a foreign business or quatified corporations.

{2} {a) "Foreiygn business™ wmeans any business entity

including put not Timited to corporationss partnershipss and

T HE 449



10
11
12
13
14
15
16
17
18
19

20

LC 9505/01

associations in which a controlling interest is owned by
aliense

(b) "Qualifying corporation™ means any corporotion
that:

(i} is required under 15-31-1C01 to pay corporation
license tax;

(ii} had an average annual gross incomes as shown on
its tax returnss exceeding $1 million during the preceding 3
yearss and

{iii) received less than 50X of this income during this
3-year poviod from the sale of raw agricultural products.

Section 8« Severabilitye If a2 part of this act is
invalids all valid parts that are severable from the invalid
part remain In effecte If a part of this act is invalid in
ona or more of its applicationse the part remains in effect
in all wvalid applications that are severable frow the
invalid applicationse

Section 9. Effective dates This act is effective on
passaye and approval and applies to taxsble years beginning
after December 31y 1978.

~End-

-11-



&

STATE OF MONTANA ’
reauest no. 17579

FISCAL NOTE

Form BD-I5

In complanee with a wiitten request received  January 29 ;19 79, , there is hereby submitted a Fiscal Note
for o429 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legislature upon request.

DESCRIPTION:

This proposed bill regulates the ownership of agricultural fand by requiring certain persons, businesses,
and corporations to report ownership of interest in agricultural land and by disallowing deductions from
income tax and corporation license tax liability for certain farmerelated expenses claimed by these
persons; and provides an effective date.

ASSUMPPFIONS:

I. Any non resident alien presently owning Montana Agriculeural land will not sell it during
the nexte bi-annum,

o

Any forcign business presently owning Montana agricultural land will not sell it
during the next biannum.

3. With the citizen's concern about foreign ownership of Montana agricultural land, probably
no more than two sales of agricultural fand will be sold to foreign businesses or non-resident
alicns in the next bisannum,

4. Under new Scection 2 registration is nnly rcquircd after acquisition or transfer.

FISCAL IMPACT:

The Department of Agriculture will incur administrative costs of approximately $3,000 per year.
This additional cost muse be funded from che State General Fund.

BUDGET DIRECTOR ‘/ '
Office of Budget and Program Planning

Date: L/ /27
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Approved by Committee
on Taxation

HOUSE BILL HOD. 429
INTRODUCED BY SIVERTSENs MEYERs JOHNSTONy MARKS,
CONRCYy ELLISONs ROTHe HURWITZIe IVERSONs SMITH,

LIENy STAIGMILLERy BURNETTy DONALDSONe THOFT

A BILL FOR AN ACT ENTITLED: "AN ACT TO REGULATE THE
OWNERSHI® OF AGRICULTURAL LAND BY REQUIRING CERTAIN PERSONS,
BUSINESSESs AND CORPORATIONS TO REPORT OWNERSHIP OF IMTEREST
IN  AGRICULTURAL LAND ANO BY DISALLOWING DEDUCTIONS FROM
INCOME TAX AND CORPORATION LICENSE TAX LIABILITY FOR CERTAIN
FARM-RELATED EXPENSES AND CAPITAL GAJNS CLAIMED BY THESE
PERSONSy BUSINESSESs OR CORPORATIONS; AMENDING SECTIONS
15-30-101+ 15-30-121+ AND B80-1-102s MCA; AND PROVIOING AN

EFFECTIVE DATE."

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

NEW _SELTIONse Section le Definitionss As used in
[sections 2 and 3]s the following definitions apply:

{1) "Agricultural Jland® wmeans Tand meeting the
qualifications imposed in 15-7-202(1})}{a). IHL TERM_DOES_HOF
JNCLUDE LAND EOR WHICH A MINING PEBMIT HAS BEEM _ISSUED _BY
IBE__DEPARIMENT Qf _STATE _LANDS DB FOR WHICH A RECLAMALION
BOND I3 IN EFFECTa

123 ZDEPARTMENE™ MEANS THE DECARTHENT QF _AGRICULIURES

+2¥13) ™Director™ means$ the director of the department
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of agriculture.

t33i4) “Foreign business™ means any business entity
including but not limited to corporationses partnershipse and
associations in which a controlling interest is owned by
aliense

t4143) “Nonresident alien™ means any person who is not
a8 citizen of the United States and who is not 3 resident of
the United States or of some states territorys trusteeshipe
or protectorate of the United Statese.

£5¥46) *"Qualifying individual® weans any person whos

ta}y is required under 15-30-142 to file an individual
income tax returnj

{b) has had an average annual gross incose: as shown
on his tax returnss exceeding $t-mi¥tion $500+000Q during the
preceding 3 years; and

(c)} earned less than 50% of this Iincome during the
3-year period from the sale of raw agricultural productss

+6¥11) ™Qualifying corporation® means any corporation
that:

{a) is required under 15-31-101 to pay corporation
license tax;

{t) had an average annual gross income exceeding $%
mit¥ion 35005000+ as shown on its tax returnse, during the
preceding 3 years; and

{c) received less than 50% of this income during the

-2- HB 429
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3-year period from the sale of raw agricultural productse

NEMW. SECTIONs Section 2. Reporting by certain owners
of agricultural Jand requireds, {1} Any nonresident alieny
foreign businesss quatifying corporations or qualifying
individual that acquires or transfers any interests other
than a security interests in aygricultural land or who holds
an interests other than a security interesty in agricultural
tand on [the effective date of this act} must file a report
with the director not Jater than 60 days after the date of
such acquisition or transfer.

{2) The rcport must be on a form provided by the
department and must contain:

{a) the 1legal name and address of the owner of
interest;

{b) the citizenship of any owner who i¢s an individual;

{c) the nature of the 1legal entity holding the
interest if the owner is a business or corporaticns the
country in which it was createdsy and the principal place of
business;

{d} the type of interest in agriculitural land that the
owner acquired or transferred;

{e) a 1legal description of the agricultural land
acquired or transferred;

(f) the purchase price paid or any other consideration

given for the interest or the legal names addresss and

-3- HE 429
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citizenship of the person to whom the interest is
transferred; and

tg) such other information as the director may
consider necessaryes

(3) Any person who holds oF acquires an interests
other than a security interesty in ayricultural land and who
subsequently becomes a nonresident alien wmust submit a
reporte as provided in subsection {2)y to the director not
later than 60 days after he hecomes a nonresident aliens

(a) Any nonresident atienys foreign businessy
qualifying corporations or qualifying individualt who holds
or actquires any interesty other than a security interesty in
nonagriculttural land that subsequently is assessed as
agricultural land must submit a reports as provided in
subsection {2)y to the director not later than 60 days after
the land is reclassified as agricultural land.

NEH _SECTION. Section 3. Penalty for failure to file
reporte Any nonresident aliene foreign businesse qualifying
corporationes or qualifying individual refusing to file the
report as required in [section 1] is guilty of a misdemeanor
and upon conviction shall be fined not Tess than $100 and
not more than a sum equal to 25% of the market value of his
interest in agricultural land on the day the report was due.

Section &« Section 80-1-102+ MCAs is amended to read:

"80-1-102« Duties of departmente. The department shall:

—ly HB 429
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{1} encourage and promote the interests of
agricultures including horticulture and apiculture. and al}
other allied industries;

(2) collect and publish statistics relating to the
production and marketing of crops and othar agricultural
products so far as the information may be of value to the
agricultural and allied interests of the state;

{3) assists encourages and promote the organization of
farmers* institutesy horticulturatl and agricultyral
societiesy the holding of fairse livestock showss or other
exhibits of the products of agriculture;

(4) adopt standards for open and closed receptacles
for farm products and standards for the ygrade and other
classification of farm products;

{5) cooperate with producers and consumers in devising
and maintaining economical and efficient systems of
distribution and aid in the reduction of waste and expense
incidental to marketingi

{6) have the authority to maintain a market news
services including information as to cropse freight ratess
commission rateses and other matters as may be of service to
producers and consumersy and act as a clearinghouse for
information of wvalue to producers and consumers;

(7)Y gather and diffuse information concerning the

supplys demands prevailing pricess and commercial movement

-5- HB 429
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of farm products;

{8) investigate the practices and methods of factorse
commission merchantse and others who receivey solicite buys
sells handlie on commission or otherwises or deal in graine
vegetabless or other farem productss so that distribution of
the commodities ls accomplished efficientlys economicallys
and without hardships wastes or fraud;

{%) cooperate with Montana state universitye the
agricultural exper iment stations and the federal government
for the betterment of the agricultural industries of the
states the improvement of rural 1ifee and promotion of
equality of opportunity for the far-ers.of the state;

{10} take aﬁd hold in the name of the state of Montana
propertyy real and personalys acquired by giftse
subscriptionss donationsy and bequests;

{11} sell and dispose of personal property owned by it
In a manner the department may provides when in the judgment
of the department the sale or disposal best promotes the
purposes for which the department is established;

{12) contract in respect to any matter within the scope
of its authority;

L1321 gather_reporis of and compile data_on_owpership of
agricultural land by nopresident aliensas foreigo busingssess
qualifying corperations:_and qualifying iodividuals: apd

£¥3¥(1%) enforce this title and all other laws for the

~6- HB 429
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protection and regulation of agriculture.®

Section 5. Section 15-30-i0le MCAe Is amended to read:

*15-30-101le Definitionss For the purpose of this
chaptersy unless otherwise required by the contexts the
following definitions apply:

f1) "Department™ means the department of revenuce.

1Z) *Dividend®™ means any distribution made by a
corporation out of its sarnings or profits to its
sharehoiders or memberss whether in cash or in other
proparty or in stock of the corporations other than stock
dividends as herein defined. ®Stock dividends™ seans new
stock issuedy for surplus or profits capitatizedsy to
sharehoYders in proportion to their previous holdingse

(3} “Fiduciary"™ means 2 quardians trusteey executore
administrators receivers conservators or any persons whether
individual or corporatees acting in any fiductary capacity
for any persons trusts or estatee

1%) “Foreign business®. mpeaons _aoy busingss  entity
including but pot lisited to corporationss partnershipss aod
associations _in _which a2 controlling interest is owned by
aliensa

t4¥(3) ™“Foreign country” or "foreign government™ means
any jurisdiction other than the one embraced within the
United Statess its territories and possessionse

£5316) “Information agents™ include all individualse

e HB 429
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corporationss associationsy and partnershipss in whatever
capacity actings including lessees or mortgagors of real or
personal propertys fiduciariess employersey and all officers
and employees of the state or of any municipal corporation
or political subdivision of the states having the controly
receipts custodys disposals or payment of interests rent,
salariesy wagess premiumse annuitiessy compensationss
remunerationss emolumentss or other fixed or determinable
annual or periodical gainse profitss and income with respect
to which any person or fiduciary is taxable under this
chapters

t6¥i11l ™Net income™ means the adjusted gross income of
a taxpayer less the deductions allowed by this chaptere.

18) “Nonresident _alien® means any person who is pot a
citizen of the United States and who is not a _rgsident of
the _Upited 3tates or of some states territorys trusteeships
or_protectorate of the United Statese

£¥319) ™Paid™e for the purposes of the deductions and
credits under this chapters means paid or accrued or paid or
incurreds and the terms ™paid or incurred®™ and "paid or
accrued™ shall be construed according to the method of
accounting upon the basis of which the taxable income is
computed under this chapter.

£10} _"Qua)jfying individual® meapns any persop who:

12)__is required to file oap individual _income tax

-B~ HB 429
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returp under 15-30-1423

ib)}__has had__an.average anpual_gQross_incopes as shown
en__his _tax _returnss: . exceediog $l_wmillion _during _the
preceding 3 yearsi_aocd

{c} _sarned less thac 50X of this jocome during this
3-year period from the sale of raw agricultural _productss

+8¥(111 T™Received™s for the purpose of computation of
taxable income under this chapters means received or accrued
and the term "received or accrued® shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chapter.

£9¥112) ™Resident™ applies only to natural persons and
includesy for the purpose of determining liability to the
tax imposed by this chapter with refaerence to the income of
any taxable years any person domiciled in the state of
Montana and any other person who maintains a permanant place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewhere.

+:¥98%L13) "Taxable income® means the adjusted gross
income of a taxpayer 1less the deductions and exemptions
provided for in this chapter.

+¥1¥(14) "Taxable year™ means the taxpayer®s taxable
year for federal income tax purposess

£¥2¥{1l2) "Taxpayer® includes any person or fiduciarys

-g- HS 429
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resident or nonresidents subject to a tax imposed by this
chapter and does not include corporations.”

Section bes Section 15-30-121, MCAs is amended to read:

®15-30-121. Deductions altowed in computing net
incomes In computing net incowey there are allowed as
deductions:

(1y the items referred to in sections 161 and 211 of
the Internal Revenue Code of 1954y or as sections 161 and
211 shall be !ape‘led or amendeds subject to the following
exceptions which are not deductible:

{a) items provided for in 15-30-123;

{b) state income tax paid; .

1c)_sxpeoses generated directly _or _iodirsctly _as__a
result _of the growing oc groduction of any raw agricultural
mroducts claised byi

Li)__a gualifyiog ipdivigual:

fiil _a poaresident alieni or

fiii) a foreign busipesss

1D)__THE DEQUCTIQN FOB NEY CAPITAL GAIN ALLOWED _UNDER
SECTION 2202 QOFf YHE _INTERNAL _REVENUE _(ODE. AS AMENDED.
CLAIMED BY:

L1 A QUALIFLIED INMDIVIDUAL;

1311 A NONRESIDENT ALIEN: 08

{XE1)_A_FOREIGN BUSINESS;

(2} federa) income tax peid within the taxable year;
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{3) <child and dependent care expenses determined in
accordance with the provisions of section 214 of the
Internal Revenua K Code of 1954 that were in effect for the
taxable year that began January ls 1974:

{4) that portion of an energy-related investaent
allowed as a deduction under 15-32-103."

NEM_SECTIONa Section 7. Certain fara-related items
not deductibles (1) Deductions under 15-31-L14 generated
directly or indirectly as a result of the growing or
production of any raw agricultural product may not be
claimed by & foreign business or qbalified corporations

{2) {(3) "Foreign business™ means any business entity
inctuding but not limited to corporationss partnershipss and
associations in which a controlling interest is owned by
aliense

{b} “Quatifying corporation®™ means any corporation
that:

{i) is required under 15-31-101 to pay corporation
license tax;

{i#) had an average annual gross incomes as shown on
its tax returnsy exceeding $1 mitlion during the preceding 3
yearsi and

(iii) received less than 50X of this income during this
3-year period from the sale of raw agricultural productse

Section 8. Severabilitye If a part of this act is
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invatide a1l vatlid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all valid applications that are severable from the
invalid applicationse.

Section 9« Effective date. This act is effective on
passage and approval and applties to taxable years beginning
after December 31y 1978.

~End-
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HOUSE BILL NDe 429
INTRODUCED BY SIVERTSENs MEYERy JOHNSTONs MARKSe
CONROYy ELLISONes ROTHy HURWITZs IVERSONe SMITH.
LIENy STAIGMILLERy BURNETTs DONALDSONe THOFY

A BILL FOR AN ACT ENTITLED: AN ACT TO REGULATE THE
OWNERSHIP OF AGRICULTURAL LAND BY REQUIRING CERTAIN PERSONS,
BUSINESSESe AND CORPORATIONS TO REPORT OWNERSHIP OF INTEREST
IN AGRICULTURAL LAND AND BY DOISALLOWING DEOCUCTIONS FROM
INCONE TAX AND CORPORATION LICENSE TAX LIABILITY FOR CERTAIN
FARM-RELATED EXPENSES AND CAPITAL _GAINS CLAIMED BY THESE
PERSONSs BUSINESSESs OR CORPORATIONS; AMENDING SECTIONS
15-30-101+ 15-30-121s AND 80-1-102y MCA; AND PROVIDIHG AN

EFFECTIVE OATE."™

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

NEW_SECTIONs. Section le Definitionse As used in
{sections 2 and 3]s the following definitions apply:

{1} "Agricultural land® means land meeting the
qualifications imposed in 15-7-202(1)(a). IHE_YERM DOES_NOT
INCLUDE LAND FOR MHICH & MINING PERMIT HAS BEEN _1SSUED BY
IHE DEPARTMENT 0Of _STAIE _LANDS OR FOR MWHICH A RECLAMATION
BOND_ IS IN _EFFECYa

12} _ZDEPARIMENT™ MEANS THE DEPARTMENY QOF AGRICULJURE.

t24£3) "Director" means the director of the department

w

- O WV

10
11
12
13
14
15
14
17
18
19
20
21
22
23
26 *

25

HB 0429702

of agriculturee.

t3714) “Foreign business™ means any business entity
including but not limited to corporationssy partnershipsy and
associations in which a controlling interest is owned by
aliens.

t43{3) *“Nonresident alien” seans any person who is not
a citizen of the United States and who is not a resident of
the United States or of some states territorys trusteeships
or protectorate of the United States.

+5116) 'Quafifying individual® weseans any person who:

ta) is required undar 15-30-142 to file an individual
income tax return;

{b) has had an average annual g;oss incomes as shown
on his tax returnss exceeding st-mitdion $500.000 during the
preceding 3 years: and

{c) earned less than 50% of <this income during the
3-year period from the sale of raw agricultural productse.

£6¥(1) "Qualifying corporation® means any corporation
that:

{a) is required under lS—J!-lOl to pay corporation
ticense tax;

(b) had an average annual gross income exceeding S
mtidion 3$500,000 a5 shown on its tax returnse during the
preceding 3 years; and ’

{c) received less than 50% of this income during the

-2 HB 429
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3-year period from the sale of raw agricultural products.

MEM SECTIONs Section 2+ Reporting by certain owners
of agricultural .land reguirede {1) Any nonresident aliens
foreign businesss qualifying corporations or qualifying
individual that acquires or transfers any interests other
than a security interests in agricultural land or who holds
an interest. other than a security interests in agricultural
land on (the effective date of this act] must file a report
with the director not later than 60 days after the date of
such acquisition or transfere

{2} The report wmust be dn a form provided by the
department and must contain:

{3a) the legal name and address of the owner of
interest;

{b} the citizenship of any owner who is an individual;

{c}) the nature of the 1legal entity holding the
interest if the owner is a business or corporations the
country in which it was createds and the principal place of
business;

{d} the type of interest in agricultural land that the
owner acquired or transferred;

{e) a 1legal description of the agricultural land
acquired or transferred;

{f} the purchase price paid or any other consideration

given for the interest or the 1legal names addresss and

-3- HB 429
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citizenship of the person to whom the interest is
transferred; and

{9} such other information as the director may
consider necessarye

{3} Any person who holds or acquires an interesty
other than a security interests in agricultural land and who
subsequently becomes a3 nonresident alien a&ust submit a
reports as provided in subsection (Z)+ to the director not
later than 60 days after he becowmes a nonresident alienes

(%) Any nonresident aliens foreign businessye
qualifying corporations or gqualifying individual who holds
or acquires any interesty other than a security interests in
nonagr icul tural tand that subsequently is assessed as
agricuttural land must submit 2 reportsy as provided in
subsection (2)s to the director not 1ater than 60 days after
the land is reclassified as agricultural land.

NEW SECEI(ON. Section 3. Penalty for failure to file
reporte. Any nonresident aliene foreign businessy qualifying
corporations or qualtifying individual refusing to file the
report as required in [section 1] is guilty of a misdemeanor
and upon conviction shal) be fined not less than $100 and
not more than a sum equal to 25X of the market value of his
interest in agricultural land on the day the report was dues.

Section 4« Section 80-1~102+ MCAs is amended to read:

*80-1-102. Duties of departments The department shall:
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{l) encourage and promote the interests of
agriculturey including horticulture and apicultures and all
other allied industries;

(2) collect and publish statistics relating to the
production and marketing of crops and other agricultural
products so far as the information may be of value to the
agricultural and allied interests of the state;

{3) assistes encourages and promote the organization of
farmers* institutess horticultural and agriculturatl
societiess the holding of fairse livestock showss or other
exhibits of the products of agriculture;

{#) adopt standards for open and closed receptacles
for farm products and standards for the grade and cother
classification of farm products;

{5} cooperate with producers and consumers in devising
and maintaining economical and efficient systems of
distribution and aid in the reduction of waste and expense
incidental to marketing;

{6) have the authority to maintain a market news
services including information as to cropsy freight ratess
commission ratesy and other matters as may be of service to
producers and consumersy and act as a clearinghouse for
information of value to producers and consumers;

(7)) gather and diffuse information concerning the

supplys demande prevailing pricess and commercial movement
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of farm products;

(8} (investigate the practices and methods of factorss
commission werchantse and others who receives solicity buyy
sell, handle on commission or otherwises or deal in graine
vegetablessy or other farm productss so that distribution of
the commodities is accomplished efficientlys economically,
and without hardshipy wastees or fraud;

{9) cooperate with HMontana state universitys the
agriculturatl expe(inant stations and the federal government
for the betterment of the agricultural industries of the
states the improvement of rural Vlifes and promotion of
equality of opportunity for the far-ers'of the state;

{10) take aﬁd hold in the name of the state of Montana
propertys real and personalys acquired by giftse
subscriptionss donationss and bequests;

{11) sell and dispose of personal property owned by it
in a manner the department may provides when in the judgment
of the department the sale or disposal best promotes the
purposes for which the department is established;

(12) contract in respect to any matter within the scope
of its authority;

413) gather reports of and compile data on owoership of
agricultural laog by nonresident alienss foreign businessess
qualifying corporatiooss and qualifying iodividualsi and

+333£14) enforce <this title and all) other laws for the
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protection and regulation of agriculture.”

Saction 5« Section 15-30-101s MCA, is amended to read:

®]1%5-30-101e Definitionss For the purpose of this
chaptere unless otherwise required by the contexte the
following definitions apply:

(1) ™Oepartment”™ means the department of revenuee.

{2) "Dividend™ means any distribution made by 3
corporation out of its earnings or profits to its
shareholders cor memberss whether in cash or in other
property or in stock of the corporations other than stock
dividends as herein defined. ®Stock dividends® means new
stock issueds for surplus or profits capitalizeds to
shareholders in proportion to their previous holdingse

{3) “Fiduciary™ meons a guardians trustees executory
administrators receivers conservators or any persones whether
individual or corporates acting in any fiduciary capacity
for any persons truste or estate.

18)_ “Foreign business® eeaos any husiosss . eotity
ioncludioy but not limited %o corporationss partoershipss aod
asseciations _in _which a controlling loterest is owned hy
alienss

t4¥{3) “Foreign country™ or "foreign government®™ means
any jurisdiction other than the one embraced within the
United Statesy its territories and possessionse

+54(6]1 ™Information agents® include all individualse
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corporationsy associationss and partnershipsy in whatever
capacity actings including lessees or mortgagors of real or
personal propertys fiduciarlesy employerss and 311 officers
and employees of the state or of any municipal corporation
or political subdivision of the statze having the controls
receipts custodys disposale or payment of interests rents
salariesy wagessy premiumse annuitiese compensationss
remunerationsy emolumsentss or other fixed or determinable
annual or periodical gainse profitss and income with respect
to which any person or fiduciary is taxable under this
chapters

162411 “Net income™ means the adjusted gross income of
a taxpayer less the deductions allowed by this chapter.

L8)__T“Nooresident _alien® means any persoo who is nod a
citizen of the Unjited States and who is pot .2 _resident _of
the _United States or of some states territorys trusteeships
or_protectorate of the United Statese

t#4L3)1 ™“Paid®s for the purposes of the deductions and
credits under this chapters ®eans paid or accrued or paid or
incurredy and the terms “paid or incurred® and “paid or
accrued® shall be construed according to the method of
accounting upon the basis of which the taxable income is
computed under this chaptere

£10) *Qualifying individual® weapns any pecrson who:

{2} _is required to file an  jndividual . income tax
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on__bis %ax returnss .exceeding 31 _wmillion _during.. .the
preceding 3 yearsi and

ic) esarned _Jess than 50X of this incomse during this
3-year period from the sale of raw agricultucal productsa

841111 ™Received™s for the purpose of computation of
taxable income under this chaptery means received or accrued
and the term ™received or accrued®” shall be construed
according to the method of accounting upon the basis of
which the taxable income is computed under this chaptere

+9¥112) “Resident™ applies only to natural paersons and
includesy for the purpose of determining liabitity to the
tax imposed by this chapter with refaerence to the income of
any taxable yeares any person domiciled In the state of
Montana and any other person who maintains a persanent place
of abode within the state even though temporarily absent
from the state and has not established a residence
elsewheres

$164{13) "Taxable income® wmeans the adjusted gross
income of a taxpayer less the deductions and exemptions
provided for in this chapter.

t23¥[14) “Taxable year™ means the taxpayer®s taxable
year for federal income tax purposes.

t¥23(15]) "Taxpayer® includes any person or fiduclarys
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resident or nonresidents sSubject to a tax imposed by this
chapter and does not include corporations.”

Section 6« Section 15-30-121¢ MCAy is amended to read:

*15-30-121. ODeductions allowed in computing net
incomes In computing net incomes there are allowed as
daductionss:

(1) the items referred to in sections 161 and 211 of
the Internal Revenue Code of 1954y or as sections 161 and
211 shall be labeled or amendeds subject to the following
axceptions which are not deductible:

{a) items provided for In 15-30-123;

{b} state income tax paid;

1iil . a nooresident alieni oc

{iii} a foreigo business:

L0} __THE OEDUCTION FOR _NET CAPITAL GAIN ALLOWED _UNDER
SECTION 1202 OF THE _INTERMAL _REVENUE CODEs AS AMENQEDs
CLALMED BY:

£23__A QUALIFLED INDIVIDUAL:

L1132 A NONRESIDENY ALIEN: QR

L1113 A EQREIGHN BUSINESSS

(2) federal income tax paid within the taxable vyear;
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{3} child and dependent care expenses determined in
accordance with the provisions of section 214 of the
Internal Revenue _Code of 1954 that were in effect for the
taxable year that began January ly 1974;

(#) that portion of an energy-related investment
allowed as a deduction under 15-32-103.%

NEW _SECTION. Section Te Certain farm-related iteas
not deductibles (i} Deductions under 15-31-1l4 generated
directly or indirectly as a result of the growing or
production of any raw agricultural product may not be
claimed by a foreign business or qualified corporatione

{2) {3} "Foreign business™ means any business entity
including but not limited to corporationss partnershipss and
assoclations in which a controlling interest is owned by
atiens.

(b} *"Qualifying corporation® wmeans any corporation
that:

{i) Js required under 15-31-10% to pay corporation
license tax;

{ii) had an average annu2l gross incomes as shown on
its tax returnses exceeding $! million during the preceding 3
years; and

(iii) received less than 50% of this income during this
3-year period from the sale of raw agricultural productse

Section 8. Severabilitye If a part of this act is
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invalidy all valid parts that are severable from the invalid
part remain in effecte If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in ali wvalid applications that are severable from the
invalid applications.

Section 9. Effective dates. This act is effective on
passage and approval and applies to taxable yzars beginning
after December 3le¢ 1978.

-End-
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