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HOUSE BILL NO. ~ 

INTRODUCED BY -~--~~L-~-

A Sill FOR AN ACT ENTITLED: •AN ACT TO REGULATE THE 

OWNERSHIP OF AGRICULTURAL LAND BY REQUIRING CERTAIN PEP,SO"'S, 

9USI~ESSES, AND CORPORATIONS TO REPORT 1WNERSHIP "" ,___ .. INTEREST 

I~ AGRICULTURAL LAND, 8Y DISALLOWING DEDUCTIONS FRO~ INCOME 

TAX AND CORPORATION LICENSE TAX LIABILITY FOR CERTAIN 

FAK!1-RELAT~D fXPENSES AND CAPITAL GAIN~ CLAIMED BY THESE 

?ERSONS, BUSINESSES, OR CORPORATIONS, AND BY PROVIDING TAX 

HiCENTIVES FOR THE SALE OF LAND TO SMAll OR oEGINNHlG 

FAR~ERS; AMENDING SECTIONS 15-30-101, 15-30-121, AND 

BP-1-102, ~CA; AND PROVIDI~G AN IHHEDIATE EFFECTIVE OAT~.• 

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

~~ Section 1. Definitions. As used in 

[sections 2 and 3], the following definitions Epply: 

(1) •Agricultural land• means land ~eeting th0 

qualifications imposed in 15-7-202(1)(aJ. The ter~ does not 

include land for which a mining permit has been issued by 

the dspart1:1ent of state lands or fer which a r2cla111ati on 

bond is in effect. 

(?) "Department• means the department of agricultur2. 

(3) "Director• means the director of the department of 

agriculture. 
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(4) •Foreign business" ~ans any business entity• 

including but not limited to corporations• partnerships. and 

associations, in which a controlling interest is owned by 

aliens. 

{5) "Nonresident alien• means any person who is not a 

citizen of the United States and who is not a resident of 

the United States or of some state, territory, trusteeshlpo 

or protectorate of the United States. 

(6) •Qualifying Individual• means any person who: 

(a) is required under 15-30-1~2 to file an Individual 

incon~e tax return; 

(b) has had an average annual gross income, as shown 

on his tax returns, exceeding ssoo,ooo during the preceding 

3 years; and 

(c) earn<i!d less than 50~ of this inco11e during tht! 

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

(71 "Qualifying corporation• means any corporation 

that: 

(a) is required under 15-31-101 to pay corporation 

license tax; 

(b) h2c an everage annu"'l gross inco11e, as Sh()wn on 

its tax returns, exceeding $500 1 000 during the preceding 3 

y<'ars; and 

(c) received less than 50% cf this inco~e during the 

J-year period fron, thE. sale of raw agricultural products. 
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~~Ha Section z. Reporting by certain owners 

of aqricultural 

foreign business. 

land requireo. (1) Any n3nresident ~lien, 

qualifying corporation, cr qu~1ifying 

individual that acquires or transf2rs any interest, other 

than a security interest, in agricultural land or who hclds 

an interest, other than a security interest, In a]ric~ltur~l 

land on [the effective date of this act] .nust file a report 

with the director not later than 60 days after the date of 

such acquisition or transfer. or not l~ter than Januery 1, 

1962• whichever cccurs sooner. 

(2) The report DUst be on a form provided by the 

depart•ent and must contain: 

(a) the legal name and address of the owner of any 

interest; 

(b) the citizenship of any owner who is an in~lvidual; 

(c) the nature of the legal entity holding the 

interest If the owner is a business or corporetlcn, the 

country In which it was created, and the principal place of 

business; 

(dt the type of interest in agricultural land that the 

owner acquired or transferred; 

(e) a legal description of' the agricultural land 

acquired or transferred; 

(f) the purchase price paid or any other consideration 

given for the interest, or the legal nameo nddress• and 
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citizenship of the person to ~hom the interest is 

tran3ferred; and 

{9) such other infora.atlon cS the 

consider necessary. 

dir&ctor r.•ay 

(3) Any parson ~h~ holds or acquires an interest• 

ether than ~ security interest, in &gricultural land and who 

subsaquer.tly becoa,es a n<>nresident a1 i-=n must s:Jblliit a 

re,:.or"!:o r.!S provided in s:Jbsection l2h to ttoa di rect~r not 

l~tdr than 60 days after he becomes ~ nonresidE~t alien. 

1'1 Any nonresident allen9 foreign ~usiness, 

qualifying corporation. or qualifying individual who holds 

or acquires any interest, other than a security interest• in 

nona_ricultural land that subse~uen~ly is ass-~~~d a~ 

.agr i cul tura 1 1 and o~1ust subwi t -~ rep crt, as provided in 

subs.ction (2) 0 to the director not lat~r than &C days after 

the land is reclassified as agricultural lane. 

\:::It S~"'CTI,.,r:. S·~ct i en 3 • Po.nc:lt y for f d lt;r•< tn "i 1 e 

r"-:•._;rt. Any nonresident al ;.,n, for<'iJr t:usi.1ess, qualifying 

corp~rationt or ~ualifying indlvidu61 r~fusins to file t~e 

r<·:,.>c~t as requir<>d in [section 21 is ·JUilty :.>f;; •••isdBmeconor 

-end upon conviction shall be fined n·:>t l<'SS than HOC ,Jnd 

not ~ore than a su~ equdl to Z51 of thE •ark~t value of his 

interest in agricultural lan~ on t~e d2y the re~ort w~s due. 

';-~ction 4. Section e~-1-112, 'lC~ .• , a;n<ond<oc to r;e;d: 

"f!0-1-102. Out i .,s of d8pa rtu,.,nt. Th .. ~"'-"rt;l.-to-:'nt shall-: 
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PI encoura•)e and promote the. interests of 

agriculture. including horticulture and apiculture, and all 

oc~er allied industries; 

(2) collect and publish statistics relating to the 

production and marketing of crops and other agricultural 

prvd•~cts so far 3S the i nfonnat ion may be of value to the 

z~ricultural and allied interests of the state; 

(3} assist• encourage, and promote the oryanization of 

farmers • institutesr horticultural and agricultural 

societies, the holding of fairs, livestock shows, or other 

exhibits of the products of agriculture; 

(4) adopt standards for open and closed receptacles 

for f2rm products and standards for the grade and other 

classification of f~rm products; 

{5) cooperate with producers and consu~ers in devising 

and maintaining economical and efficient syste~s of 

distribution and aio In the reduction of waste and expense 

incidental to marketing; 

(6) have the authority to ~alntain a market news 

servic~ 9 including Information as to crops, freight rates, 

commission rates, and other matters as may be of servic~ to 

producers and consumers, and act as a clearinghouse for 

information of value to producers and con~umers; 

(71 sather and diffuse Information concerning the 

supply, demand, prevailing prices, and commercial ~cvement 

-5-

1 

2 

3 

4 

5 

6 

7 

<l 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 2074/01 

of farm products; 

(8) investigate the practices and methods of factors, 

commission merchants, and others who receive, solicit, buy 9 

sell, handle on commission or utherwise 9 or deal in grain, 

vegetables, or other farm products, so that distribution of 

the commodities is accomplished efficiently, economically, 

and without hardship, waste, or fraud; 

(9) cooperate with Montana state university, the 

agricultural experiment station, and the federal government 

for the ~etter~ent of the agricultural industries of the 

state, the improvement of rural life, and promotion of 

equality of opportunity for the farmers of the state; 

(10) take and hold in the name of the state of Montana 

property, real and personal, acquired by gifts, 

sutscriptions, donations, and bequests; 

{11) sell and dispose of personal property owned by It 

in a manner the depart~ent may provide, when in the judgment 

of the department the sale or disposal best promotes the 

purposes f~r which the department is established; 

(12) contract in respect to any matter within the scope 

of its authority; 

.U~l~a.tbe.t~ll-..!.2.L.ilrul_s;.~LLil.at.a-'lD-01rui.UbliL.QL 

~.tls;...ull.w:..U_l.ao!l_t!lLDQD.t.!til!Liw.:t_.ali..e~~-~a_b:~.il:.ul~.u 

~U2llf¥la~-~.t£tlQDh-~ng_gy2llf¥l09-lual~l~u~l~ 

t+3t~l enforce this title and all other laws for the 
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protection and regulation of agriculture.• 

Section 5. Section 15-30-lOlt ~CA, Is amended tc read: 

•15-3o-101. Definitions. For the purpose of this 

chapter, unless otherwise required by the context, the 

following definitions apply: 

{1} "Department• means the department of revenu~. 

(2) •Dividend• means any distribution made by a 

corporation out of its earnings or profits to its 

shareholders or me•bers, whether in c~sh or in other 

propertr or In stock of the corporation, other than stock 

dividends as herein defined. •stock dividends• •eans new 

stock issued, for surplus or profits c~pitalized, to 

shareholders in proportion to their previous holdings. 

(3) nfiduclary" means a guardian, truste~, executor, 

admjnistrator, receiver, conservator, or any person, whether 

individual or corporate, acting in nny fiduciary capacity 

for sny person, trust, or estate. 

~ • fore j go_ business • ..JI.eimS---'Ul¥--t!lllln.a:L.-ilo.til¥£ 

jocludlog_but opt limited to corp0 rati 0os~toersh!pso aod 

~at.Lim~ldlls;b a controlli.IU!_intereljt iL-O.m~bl! 

ill i ens. 

t~ti2l •Foreign country" or •foreiqn govern~ent" means 

any jurisdiction other than the one embraced within the 

United States, Its territories and possessions. 

tSt!~ •Gross income• means the tdxpay£r's gross 
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income for federal income tax purposes as 1efined in secticc 

61 of the Internal RevenuE Code of 1954 or as that secti;.Jr 

m.ay be labeled or amend·zd, excluding unempl oymen~ 

compensation Included in feder31 gross income under ~h£ 

provisions of saction 85 of the Interndl R?venue Code of 

1·~54 as a!!lended. 

f6taJ. "Information agents" includes all indivi<luals, 

corporations, associations, and partnerships, in whatever 

capacity acting, including lessees or mortgagors of real or 

~ersonal property, fiduciaries. employers, and all officers 

and employees of the state or of any 1runicipal corporation 

or political subdivision of the state, having th~ control, 

receipt, custody, 

salaries, wages, 

disposal, or pay•,ent of i nteres ~ • rent, 

premiums, annuities, compensations, 

remun~rations, ereoluments, or other fixed or deter~inable 

annual or periodical gains. profits, and income with r•'Sptv­

t0 which any person or fiduciary is taxable under this 

chapter. 

t~~L~ "Knowingly• Is as defined in 45-2-101. 

t6tL2l •Net incoee• mesns the adjusted gross income of 

a tdxpayer less the deductions allowed by this chapter. 

Ll~~e~jdeot 

~itiz~O-i!L.tl:le_lmi ted States ao!Llllb!Lll.JlGt--iJ~~IlL_gf 

~C_pLQtectQrate of the Unit~~ 
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t9tl~ "Paid•, for the purposes of the deductions a~o 

credits under this chapter, •eans paid or accrued or paid or 

incurred, and the terms Rpaid or incurred" and "paid or 

accrued• shall be construed according to the method of 

accounting upon the basis of which the taxable income is 

cc~putdd under this ch~pter. 

t~&tJlZl "Purposely• is as defined in 45-2-101. 

ll~Qualjfyjog jodjyjdual" mean~ any~~aD-~~ 

.LU-....ll reQuire.Q_to file an _J.naJ.timtii.L...l!K2liUL......tax 

~LD-UDder 15-30~ 

Lbl- has hQd __ ~o avera~aooual gcoss ~2~~a~~~ 

QQ.__tJ~~L-£Uurn;; • u~l:.!llog__ll_illil.lian __ >lw:.ill.Q_.....t~ 

UI:~~.,..¥ea.t:l.i...il.lll:l 

'.;) earoeg____]_£U_ than 501 ...Q£J.bl.Llm£-11l.u:llH;_i.~ 

3-yeGr per j Q!LLu!IIL!.tw_~al.Lg£_u~~llllul-~ll.a 

t~~t~ "Received•, for the purpose of computation of 

taxabl2 income under this chapter, means received or accrueo 

and the term •received or accrued" shall be construed 

3Ccord i n•j to the method of account in.;~ upon the basis of 

which the taxable income is computad under this chapter. 

t~rt112l "Resident• applies only to natural persons and 

includes, for the purpose of determining l lability to the 

tax imposed by this chapter with reference to the inco~e cf 

any taxable year• any person domiciled in the st0te of 

~ontana and any other person who maintains a permanent place 

-9-
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of abode within the state even though temporarily absent 

frolll the state and has not established a residence 

elsewhere. 

t~stLlbl •Taxable income" •eans the adjusted gross 

income of a taxpayer less the deductions and exemptions 

provided for In this chapter. 

t~tLlll •Taxable year• means the taxpayer's taxRble 

year for federal incollle tax purposes. 

tistLlal "Taxoayer• Includes any person or fiduciary, 

resident or nonresident, subject to a tax imposed by this 

chapter and does not include corporations•" 

Section 6. Section 15-30-121, MCAr is amended to read: 

"15-30-121. Deductions 

inco~e. In computing net 

deductions: 

allowed in 

i ncomet there 

computing net 

are all owed as 

(1) the items referred to in sections 161 and 211 of 

the Internal Revenue Code of 1954r or as sections 161 and 

211 shall be labeled or amended, subject to the following 

exceptions which are not deductible: 

(a) items ~rovided for In 15-30-123; 

(b) state incc~e tax paid; 

.U:.L-~D.S.£li~.e!!~LilliULdi.I:.ekll¥-~.i.wti.J::~~_a 

~.s.ul~ _ _Q£_~~Q4~-2L-PLQQY~l2ll-Q£_gll¥-~-~~cicult.ULQI 

~LQ~£-.;lal~-~£ 

1iL_a-~~ll£¥ln~-lodLx~Y~l~ 
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ilJ.lmw:L_wuJu 

sectjoo 1ZD2 gf__tbe_.IoteroAJ__~~ue coae~ as ameDdeAa 

chliud b)': 

111-_a_qualitving iod!yjdUAli 

~ ognresldeot_aljen; or 

{iii) a forefgp Quslness: 

(2) federal income tax pald within the taxable year; 

(3) child and dependent care expenses determined in 

accordance with the provisions of section <14 of the 

Int9rnal Revenue Code of 1954 that were in effect for the 

taxable year 

liMitation 

that began January 1t 1974. However, the 

set forth in section 214(e)(4) of the Internal 

Revenue Code of 19~4 as that section was in effect for the 

taxable year that began January 1t 1974o applies only to 

pay111ents made to a child of the taxpayer who is under 19 

years of age at the close of the taxable year and to 

pay~~~ents made to an individual with respect tQ whom a 

deduction Is allowable under 15-30-112(5) to the taxpayer or 

the taxpayer•s spouse. 

(4) that portion of an energy-related investment 

allowed as a deduction under 15-32-103; 

(5) In the case of an individual, political 

contributions determined In accordance with the provisions 

-11-
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of s'ction 218(a) and (t) of the Internal R.eve0ue Coc'e that 

w~r~ in effect for the taxable year ended Dece~ber 31 0 

1976.• 

~fK-SfkiiOHa Section 7• Certain farm-related items 

not deductible. (1) Deductions under 15-31-11~ generated 

directly or indirectly as 1 result of the growing or 

production of any raw agricultural product may not be 

claimed by a foreign business or qualifying corporation. 

(2) (a) •For~ign business• means any business entity, 

including but not limited to corpor3tions, partnerships, and 

associations, in which a controlling interest Is owned by 

aliens. 

(b) •Qualifying corporation• means any cor;;oration 

that: 

(i) Is required under 15-31-101 to pay corporotion 

license tax; 

( i i) had an average annual gross i nc0111eo as s 'j,,wn on 

its tax returnso exceeding Sl million during the preceding 3 

years; and 

(ill) received less than 50% of this Income during the 

3-year period froL the sale of r~w agricultural prcducts. 

U~W SECIIO~. Section a. Income tax <kduction for 

small far111ing operation. A taxpayer, other than a 

nonresident allen or foreign business as cefined in [section 

1] or a taxpayer reporting an average annual gross incoae 

-12-
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1 exce~ding $500,000 during the preceding 3 years, is entitled 

2 tc a deduction from his taxable lncoae equal to 100% of any 

3 inco~a realized as a r~sult of farming activity en any land 

~ during the first 5 years of ownership of such lando up to a 

5 maxi~um of $50,000 a year. 

6 !]Eli SECTioN£ Section 9. Income tax deduction fer land 

7 sa18 to s~all farmers. A landowner who sells or transfers 

a any interest In land ass&ssed as agricultural land to a 

9 person other than a nonresident alien or foreign business as 

10 defined in {section 1] or a taxpayer reporting an average 

11 annual gross income exceeding $500,000 during tne preceding 

12 3 years Is entitled to a deduction from his taxable income 

13 equal to 100% of any income or capital gain, or both, 

14 realized or otherwise subject to state income taxation frow 

15 the sale, up to a maximum of $50,000 0 as long as the land 

16 continues to be assessed zs agricultural land. 

11 Section 10. Sever3bility. If a part of this act is 

Hl invalid• all V3lid parts that ar-e severabla from the invalid 

19 part remain in effect. If a part of this act is invdlid in 

20 one or ~ore of its applications, the part remains in effect 

21 in all valid applications th3t are severable from the 

22 invalid applications. 

23 Section 11. Effective date. This act is eff€ctive on 

24 pdss~ge and ap~roval and applies to taxable years beginning 

2j after Decem~e.- 31, 1980. 

-13- f/8 r 
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STATE OF MONTANA 
REQUEST NO. 295-81 

FISCAL NOTE 
Form RD·/5 

In compliance with a written request received February 4 19 ___8l, there is hereby submitted a Fiscal Note 

for Hayse Bill 599 pursuant to 'Title 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 of Proposed Legislation 

An act to regulate the ownership of agricultural land by requiring certain persons, 
businesses, and corporations to report ownership of interest in agricultural land, 
by disallowing deductions from income tax and corporation license tax liability for 
certain farm-related expenses and capital gains claimed by these persons, businesses, 
or corporations, and by providing tax incentives for the sale of land to small or 
beginning farmers. 

Fiscal Impact 

The fiscal impact of this proposal cannot be estimated. All other things being 
equal, Sections 6 and 7 would result in an increase in tax liabilities, whereas 
Sections 8 and 9 would decrease tax liabilities. It is not believed that the proposed 
income tax deductions for new, small farming operations (Section 8) would result in a 
substantial loss of revenue, however. 

The measure mandates specific reports to the Department of Agriculture. The 
administrative costs for such reporting procedures will be $2,000 for the biennium. 

Technical Note 

1. The Department of Agriculture would have responsibility for enforcement of the 
reporting requirements provided in the bill; however, because of the confiden­
tiallity of tax return information, it would be difficult for that agency to 
identify qualifying individuals and corporations. 

2. Administration of the tax provisions included in Section 6 through 9 would 
necessitate substantial information-processing requirements for the Department 
of Revenue. 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: ""2.... - 'l - '? ( 


