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~ BILL NO. _u_ __ 

Ii'HRf:DUCED uY ~--------------------

A 3ILL FOR AN ACT ENTITLED: 8 AN ACT TO PROVIDE FOR 

POST 0 0NEMENT CF CAPITAL GAINS TAX ~y ~ciNVESTING GAIN niTHIN 

6J DAYS; AMENDING SECTION 15-30-lllt MCA." 

EE IT ~MACTEO BY THE LEGISLATURE CF THE STATE OF MONTANA: 

Section 1. Section 15-30-lllt ~CAt is amended to read: 

"1~-~0-111• Adjusted gross income. {1) Adjust~d gross 

income shall be the taxpayer's federal income tax adjusted 

srass income as defined in section 62 of the Internal 

~evenue Code of 1954 or as that section may be labeled or 

am~nded and in addition shall include the following: 

{a] interest received on obli:3tions of another statE 

cr territory cr county, municipality, district, or other 

ryolitical subdivision thereof; 

(b) refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

:·~on-tan·3 income tax liabilitY• 

(2) Adjusted gross income ~oas not includ~ th<' 

followinc which are exempt from taxation under this chapter: 

(a) int2r"st income from obligations of tn~ 'lni"':~d 

Stat;os government, the st ~"':e of ~onta!l.e, co-ur.ty, 

municipality, district, or ether ~ul itical su~division 
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thereof; 

{b) all benefits received u~der the federal 

Retirement Act not in excess of ~3,600; 

Employees• 

(c) all benefits paid under the teachers• retirement 

law which are specified as exempt from taxation by 19-4-706; 

ldl all benefits paid under The Public Employees• 

~et i rement System Act which are specified as ex-empt from 

taxation by 19-3-105; 

(e) all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

(f) all Montana income tax refunds or credits thereof; 

(g) all benefits 

19-11-605 to retired 

paid undar 19-11-602, 19-11-604, and 

and disabled firefighters, their 

surviving spouses and orphans; 

(h] all benefits paid by first- or second-class cities 

for the pol icemen's retire.nent system provided for by Title 

19, cttapter 9. 

(3) In the case of a shareholder of d corporation ~ith 

respect to which the election provided fer u~der subchapter 

s. of the Internal Revenue Code of 1954, as amended, is in 

effect but with respect to which the ~1ection orovided for 

uncar 15-31-ZOZ, as amended, is net in effect, adjusted 

gros~ income does not include any part of the corporation's 

un~istributea taxabl~ inco~e, net cpera~i~~ loss, caait~l 

-2- I N T R 0 D U C E D B I L L 

If {3tf2, 



1 

2 

3 

4 

5 

6 

u: 0450/01 

gains or other gains, profits, or l~sses requir~d to b~ 

incluJed in the shartiholder•s fa0aral income tax •~justed 

gross inco~e by reason of the said election under subchapter 

s. Howaver, the shareholder's adjusted gross income shall 

include actual distributions from the corporation tc th& 

extent they would be treated as taxable dividends if th~ 

7 subchapter s. election were net in effect. 

S .L!t.l._ful:~D..-.i!i~gnilod by a__i;axj;~a¥eC _nu:_~ 

9 ~rposes of adju.s.:t.elL4!LJ:UO:>~IIIl!-IWJ1~:tb..i!i_~~t.lil!L..QD._J.l:li; 

10 ~tL-~xcbaoge ~~1~~~--ii!Ulns.~o so>ct jon 

11 1-'ll-ll.Ltbe InternaLB~u.e-'JH1eL..iL~~.: . .Lulmtrut:t.!i 

12 :!;~!!Ioney :nade frWLt.b~.tlo-ll!l:t.hiD 60 days of tW:..~li:-ilL 

13 ~chan~e and jf the f0 11o~goJ1jtjgo~Q~.e._m~~ 

14 LU-..I.!uLJ:ei.D.N&S:tm.e.nt made lil.c _ _jj}e __ ~I.U:l,l.QS.e.:.-l<~ 

15 subsection ~i~-DQt made jo anx_tina_gL_~al property. 

16 lb) The re~strnent js maae ja a traJ1~ll..L~~~-_Q£ 

17 mut.lnn_:tba.:L_o;m ducts <t..~IJ.b~Lmtl~nnill-D.L:J.u~ 

18 ~t.l!-~~~L&lo..tim.a• A quallf:tlo;;_!lull~--SU: 

1 <J ~grporati.Qn_ under JJJ~~s;!.Lro_JDUilJ!~mts;L~L!ll_l:t.!i 

20 ~~e>'lL!liru.l~-lo.J1Qo~~-il--Im~~t-.l:i~-2QL-2L~ 

21 ~1 tQ emplgyees ~~_p£ins;jpal resjJ1~~.i!i-_iu 

22 Montana. 

23 .Lkl.-IWt-:talt~fi-tePll. rt s t~_aJil>ll.ID:Lllf_i.J:l,;_~lo_~n__hti 

24 L~LD._ jo the ~.W~~L.:tb~..tl.e..ar exchm-D.QJw;b 

25 fllLIII:i-iill>L,li:.mr~~ such LJJ.l.e.:o_~b£-l1li:~Uitim£DL-l.lf 
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~llW!..IIUIY ~Jrescutte. 

1,ti __ Illi:_lLa~~L._:tb.lL.t.l~-o.LiL~~~X&~a~~L..a 

s;<Lll.L!~ll~lll!li:t s ubsect i QOJ!t.l..t...-il-~CLi.e>L.n.e.LJ.~ 

o.e.¥1X purcba~~~· 

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

FISCAL NOTE 

Form BD-15 

In compliance with a written request received January 7 , 19 .§.1__, there is hereby submitted a Fiscal Note 

for _ _!~ Bill 42 pursuant to 1Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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 to provide for postponement of capital gains tax by reinvesting gain within 
60 days. 

ASSUMPTIONS 

There are no data readily available which give the distribution of capital gains income 
among Montana taxpayers. Federal statistics for 1977 report a total of $117,040,000 
in net capital gains (gains less losses) on returns (Federal) from Montana. Assuming 
that: 

(1) 
(2) 

(3) 

the level of net capital gains remains the same during 1981 and 1982, 
the average effective tax rate on Montana adjusted gross income remains at 
5.68% (1978 Montana actual) and, 
at most 20% of the net capital gains income is reinvested according to the 
criteria of this proposal, a calculation can be made to give an indication 
of the amount of revenue involved. The estimate is given only for the 
purpose of illustrating the magnitude of the potential impact. 

Montana income tax attributable to capital gains income without reinvestment provision 

$117,040,000 X .0568 = $6.65M 

Montana income tax attributable to capital gains income assuming 20% reinvestment accord
ing to criteria of this proposal. 

t111p4opoo x .8 x .0568 = $5.32 M 

Thus,under the assumptions made for the purposes of this illustration, the proposal 
would produce a decrease in income tax collections of $1.33 M in each year of the 
biennium. 

If capital gains income were reinvested according to the criteria of this proposal, 
the maximum impact would be a decrease in income tax collections of $6.65 M in 
each year of the biennium. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L- l J - Si' t 



~7th Legislature 

STATEMENT Of INTENT 

HOUSE BILl ~2 

House Taxation Co••ittee 

HB ~2 
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5 Section l(c} of House Bill 42 requires the Depart.ent 

b of Revenue to adopt rules to administer the provisions of 

1 House S·iH ~2. It is the intent of the Legislature that the 

8 Department of Revenue will develop reporting forms for 

9 taxpayers to identify capital assets sold and purchased. The 

10 form .. ;n include the selling or purchase prices of the 

11 appropriate capital asset. 
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HOUSE BILL NO. 42 

INTP:ODUCED BY NOROTVEDT 

A Bill FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR 

POSTPONEMENT OF CAPITAL GAINS TAX 6Y REINVESTING GAIN WITHIN 

69-9.¥5 !_!f!~i AMENDING SECTION 15-3G-11lo HCA.• 

6E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1· Section 15-30-lllo MCAo is aMended to ~ead: 

Hl5-30-1llo Adjusted gross income. 11} Adjusted g~oss 

income shall be the taxpayer's fede~al income tax adjusted 

q~oss income as defined in section 62 of the Inte~nal 

~evenue Code of 1954 o~ as that section may be labeled or 

amended and in addition shall include the following: 

(a) inte~est ~eceived on obligations of anothe~ state 

or territory or county, MUnicipality. districto or other 

political subdivision thereof; 

(b) refunds received of federal incoae tax. to the 

extent the deduction of such tax resulted in a ~eduction of 

Montana income tax liability. 

(2) Adjusted gross i ncoate does not inc I ude the 

following which a~e exe~pt from taxation under this chapter: 

(a) 

States 

interest income from otl igations of the United 

gove~nm~nt, the state of Montana. count yo 

municip~lityo districto or other political subd i vi s i on 
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thereof; 

(b) all benefits received under the Federal Employees• 

Reti~ement Act not in excess of S3o600; 

(c) all benefits paid under the teachers• retirement 

law which are specified as exe•pt from taxation by 19-4-706; 

(dl all benefits paid under The Public EMployees• 

Retirement System Act which are specified as exempt from 

taxation by 19-3-105; 

(el all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-705; 

(f) all Montana income tax refunds or credits thereof: 

(91 all benefits paid under 19-11-602, 19-11-604, and 

19-11-605 to retired and disabled firefighters. their 

surviving spouses and orphans; 

(h) all benefits paid by first- or second-class cities 

for the policemen's ~etireMent system provided for by Title 

19o chapter 9. 

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

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954o as amendedo is in 

effect but with respect to which the election provided for 

under 15-31-202. as amendedo is not in effect, adJusted 

gross income does not include any part of the corporation's 

undistributed taxable income. net operating loss, capital 
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gains or other gains. profitS• or losses required to be 

included in the shareholder•s federal income tax adJusted 

gross income by reason of the said election under subchapter 

s. Howevero the shareholder's adjusted gross income shall 

include actual dastributions from the corporation to the 

extent they would be treated as taxable dividend~ if the 

~ubchapter s. election were not in effect. 

1~l~~_gein_~--£~gni!~2L-2Y--~~~~!£__for the 

q ~Q~~__Qf_adj~Q-~£~inco~~nd~£ this section on the 

10 .l!~J~__Q£_~!:!~~...2!-L~~el!.!!~~~-defined _ _ln se~tion 

ll !22!_2f_the_lnt~£nal R~e Code. if thL!~!.~.X~HU!!J!~ 

12 !_he_~er-toede=f.-e!!!=~l'le-ge_!~OCE~QLQLTHf.2~!:Lwi thin 68 

13 1~LL!EAR_2Lth~ale___QL~~~-~-!!___!b.!L_fQ!l2winq 

14 ~2!!Q i t !2!!L~!:.'L~ 

15 ~l_!!:!~.L~in~eS!_.!!!ent_ mad~f2!__thLQ!:!!:R.!!.l!es of _this 

16 sub~~!i!!!L!~L is not 111ade in "":t::::!!±ft6-_!!f-lltt+-(!.-epet'_tt_LANO 

17 OF _.!OTAl_ARfU~~ATf!L.!.t:!M!_~Q_ACREh 

18 i2l __ Tb~!J~in~~~!~!!!_l~~~l!LLtr!!Q~! busi~~L2! 

19 cor _por a!l2!L!ha !_f.2!!Q~f!~-subs tan!; i a!_~!!!2.!J!!L_ of~~ 

20 actly_i t.x __ i!!__!b~~ll__2!:2!2nt2!!~-L~all!ti!!.9 busi ne~L2! 

21 cori1oraotlgn_und!!:£-1.!:.!lL~~!!:Ctio.!l_!!.!!~£2du~-501; -'lL-ill 

22 !_axab~~rn ing~i "-~2!!l!!!!L_2.L_i t must_i SS\!!L2Ql__Qf its 

23 ~2!! _ _!2_~QIO.X£~L-"'hos~_QrinclQ~!~~id~nce is tn 

24 ~~~ 

2 5 i.fl __ T!J~~~.X£L£~Or !.L!~~!!!Q!!!! t of _!!:!~__!12l!L2.!! his 
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!:£!~£!!__in __ th~-!~~b1~-.X~£_2.Lthe_sal~_QL_~~!:!ange O!!_~ch 

for~~-2!!Q_!!~~2!:Qiug_!_2__~-~les _ _!!~ _ _!he __ Q~Q~rt~!; _ _Qf 

~~[!\l.£_l!!~Q.Ut~£.!:lQ!!:.!. 

i2l __ T!)~ basi s _ _!!l_!!:!~~~!-L~a 1 e_QL_~~QL of a 

~!!~asg!.!_~f!de£_Sub~tion ill• is carried over to the 

n~!~-Q~L~sed_~~~t." 

-End-
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47th Le9islature 

STATEMENT OF INTENT 

HOUSE Bill 42 

House Taxation Co•mittee 

H8 42 

1 

2 

3 

4 

5 Section l(c) of House Bill 42 requires the Depart-nt 

6 of Revenue to adopt rules· to administer the provisions of 

7 House Bill 42. It is the intent of the legislature that the 

8 Department of Revenue will develop reporting for•s for 

9 taxpayers to identify capital assets sold and purchased. The 

10 form will include the se11inq or purchase prices of the 

11 appropriate capital asset. 
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HOUSE BILl NO. 42' 

INTRODUCED BY NORDTVEDT 

A Bill FOR AN ACT ENTITLED: •AN ACT TO PROVIDE FOR 

POSTPONEMENT OF CAPITAl GAINS TAX BY REINVESTING GAIN WITHIN 

6&-9*¥5 !_!~AR; AMENDING SECTION 15-3o-111t MCA.• 

BE lT ENACTED BY THE LEGISLATURE OF THE STATE OF ~NTANA: 

Section 1. Section 15-30-111• MCAt is a~nded to read: 

•15-30-111. Adjusted gross income. (1} Adjusted gross 

income shall be the taxpayer's federal income tax adjusted 

gross income as defined in section 62' of the Internal 

Revenue Code of 1954 or as that section •ay be labeled or 

a~nded and in addition shall include the following: 

(a) interest received on obligations of another state 

or territory or county, MUnicipality, districto or other 

political subdivision thereof; 

(b) refunds received of federal inco.e tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability. 

(2) Adjusted gross inco.e does not include the 

following which are exe•pt fro• taxation under this chapter: 

(a} interest income frOM obligations of the United 

States govern~nto the state of Montana• county, 

municipality. districto or other political subdivision 
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thereof; 

fb) all benefits received under the Federal E~loyees• 

Retirement Act not in excess of S3o600; 

(c) all benefits paid under the teachers• reti~e-.nt 

Jaw which are specified as exe~t f~o• taxation by 19-4-706> 

(d) all benefits paid under The Public E~loyees• 

Retire.ent Systee Act which are specified as exempt f~o. 

taxation by 19-3-105; 

(e) all benefits paid under the highNay pat~ol 

retire.ent law which are specified as exeMpt fro• taxation 

by 19-6-705; 

(f) all Montana inco•e tax refunds or credits thereof> 

tgt all benefits paid under 19-11-602, l9-11-604o and 

19-ll-605 to retired and disabled firefighters, their 

surviving spouses and orphans; 

(h) all benefits paid by first- or second-class cities 

for the poli·ce-n•s retire-nt syste• p~ovided for by Title 

19o chapter 9. 

(3) In the case of a sha~eholder of a corporation with 

respect to which the election provided for under subchapte~ 

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

effect but with respect to which the election provided for 

under 15-31-202, as aaendedo is not in effect• adjusted 

g~oss income does not include any part of the corporation's 

undistributed taxable income, net operating loss, capital 

-2- HB 4;> 
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gains or other gainso profits. or losses required to be 

included in the shareholder•s federal income tax adjusted 

gross income by reason of the said election under subchapter 

s. Howevero the shareholder•s adjusted gross income shall 

include actual distributions fro• the corporation to the 

extent they would be treated as taxable dividends if the 

subchapter s. election were not in effect. 

8 .til-!!.2~in is __ .(~gniZ!tLI!:L~l9!!!~.!!.__for ~ 

9 ~oses of adjusted_g.(~inco~nder this section on the 

10 !a·l.!LQ.(_exch~e of a c~~al asill.1~_defined_ jn section 

11 1221 of the Internal Revenue Codeo if the ta~!!_.(einv~ 

12 the .eney=aeee=~~e•§!*ft PROCEEDS Of THE SALE within 66 

13 l:!~_!_!ill_QLthe sale-2!.._!:~~- and If the following 

14 conditions are aet: 

15 ~1--I!l.!L-.!: ei nvest~- •ad.!L-!!!L_ the f!!:!!:J!OSes of this 

16 sub!ec t i 2!Ll~L is not •a de in -~!!!!=!!.f-""•tt2t'01M!rt1' LAND 

17 Of TOTAL_AR£~REATER_!~!!t_~Q_M;RES~ 

18 1!!1 The reinvest-nt is -de in a trade O.( busine.ss or 

19 £2!:l!~!io!!_tha!_f.!!!!duf!l-2_subs~.!;ial !!!!!!!!!!!__of business 

ZO activlli__l!!_!h~!.!.._gf Montana. A qual i fll.!!g businel!,~ 

21 !i.Q!J!Oratjon !l!!!ter_ll!l.L!.~~tio~ll_l!ro~_50\ -2L..!ll 

ZZ taxable earnings in Montana or it •Y!l_issue 50t of_!!!. 

23 payroll to ••Rill£~!._ whOSL_l!rincipal_.[£]iid~nce is in 

24 ~~na. 

25 ifl~L!~xpaxer reports the ~.aunt of th£ gain on his 
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~~-~-the_tax~ble_~r of the sale or exchange on such 

for•s and according_lQ__~~~es_~!.__!he__g!part•ent of 

~£ffi!!L!!!H-e..ut!C r i be. 

.lll_l!!.!L-basis ~t the_me of~ale QL_£~g£_of a 

~ital asse!L_~L_subsection ~ is carried over to the 

!!ID!!!~t_J!!!rchased_~£ll • 

-End-
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April 11, 1981 

SENATE STANDING COMMITTEE REPORT 
(Taxation) 

That House Bill No. 42 be amended as follows: 

1. Page 3, line 15. 
Following: line 14 
Strike: subsection (a) in its entirety. 
Renumber subsequent subsections. 



April 16, 1981 

SENATE COMMITTEE OF THE WHOLE 

Proposed amendments to House Bill 42 , third reading 
follows: copy, as 

1. Page 3, line 9. 
Following: "section" 
Strike: "on" 
Insert: "which is derived from gain on the sale or 

exchange of property described in sections 1231, 
1245, and 1250, of the Internal Revenue code to 
the extent that this gain is treated as capital 
gain under these sections or which is from" 


