HOUBE BILL NO, 834

INTRODUCED BY PABREGA, GOODOVER

IN THE HOUBE

March 4, 1981 Introduced and referred to
Committee on Taxation,
March 5, 1981 Piscal note requested.
¥arch 9, 1981 Fiscal note returned.
March 30, 1981 On nmotion rules suspended

and bill allowed to he
transnitted on the 75th
legislative day.

April 3, 1941 Committee recommend bill
do pasz as amended. Report
adopted,

April 4, 1981 Bill printed and placed on

mambars' desks,.

Transmittal Aate extended to
the 76th legislative day.

Appil 6, 1981 Second reading, do pass
as amended,

On motion rules suspended
and bill placed on third
reading this day.

Third reading, passed.
Ayes, 863 Noes, 8.
Trangmitted to Senate,

I8 THE SERATE
April 7, 14081 On motion and consent bill

alloved to be received and
considered this smession.



April 7, 1981

April 15, 1981

April 17, 1981

April 26, 1981

Introduced and refarred
to Committeer on Taxation,

Committee recommend bill
be concurred in. Report
adopted,

Second reading, concurred in.
On motion rules suspended,
Bill placed on calendar for
third reading this day.

Third reading, concurred in.
Ayes, 41 YNoes, 9.
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enrolling,
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INTRODUCED BY

A BILL FOR AN ACT ENTITLED: AN ACT TO ESTABLISH AN
INVESTMENT CREPIT AGAINST PERSONAL INCOME TAX OR CORPORATE
TAX FOR INVESTMENTS IN SMALL BUSINESS INVESTHMENT COMPANIES;

AND PROVIDING AN IMMEODIATE EFFECTIVE DATE.™

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

Section 1. Short title. This [act] may be cited as the
»Small Business Investment Credit Act¥.

Section 2« Purpose. The  purpose of this {act) is to
encourage private sector investment in venture capital firms
cslled small business investment companiess which are
organized for the purpose of diversifying and strengthening
employment opportunities of coapanies within Montana. This
{act}s by establishing limited tax creditss demonstrates a
recoganition by the legislature that significant Incentives
must  be offered to attract private risk capital to
manufacturinge agriculturaly and timber product processing
companies when the alternative investments for private risk
capital are natural resource ventures, uhich- often vyield
extremely high rates of returne The legislature further
recognizes the necessity of tax incentives for investors In

manufacturings agriculturals and timber product processing

(U T

v & ~

10
11
12
13
14
15
16
i7
18
19
20
21
22
23
24
25

icC 1195701

given the hardship caused meny Montana comsunities by their
rellance on an economic base dominated by singles large
indusfries.

Section 3. Definition. For the purposes of this [act]e
*s2all business Investment company® or "SBICY means a saall
business investment company as defined In section 103 of the
faderal Small Business Investment Act of 1958 as asendeds

Section 4« Location of seall business investment
companiess Small business investment companies for which
investors may qualify for tax credits under [section S] are
limited to newly organized SBICss orgenized after [the
effactive date of this act) Qnd located in each of the
following regions of; the state with a distribution of one
S$BIC In each regione Such newly organized SBICs are not
Timited to doing business in the region where they are
headquartered but sre limited to doing business within the
state of Montanas The regions and suggested city for the
headquarters are:?

{1) Kalispelly serving Lincolns Flatheads Sanderss and
Lake Counties;

{2) HRissoulas serving Minerals Missoulas and Ravalli
Counties;

(3} Anacondas serving Deer Lodgee Beaverheads and
Silver Bow Counties;

{%#) Helenas serving Granita. Powelly Lewis and Clarks

~2- INTRODUCED BILL
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Jeffersons and Broadwater Counties:

{5) ©Great Fallsy serving Glacliery Tooles Ponderas
Tetons and Cascade Counties;

{6) Bozemans serving Meaghers Madisons Gallatine Park,
and Sweet Grass Counties;

(7) Havres serving Libertysy Hille Chouteaus Blaines
and Phillips Counties;

{8) Lewistowns serving - Judith Basing Ferguse
Petroleums Wheatlandsy 6Golden Yalleyy and Musselshell
Counties;

{9} Billingse serving Stillwatary Carbone Yellowstones
Treasures Big Horne and Rosebud Counties;

{10) Glasgowsr serving Valleyy Danielsy Sheridane
McCones Garfields Roosevelts and Richland Countiess

t11) Miles Cityy serving Dawsone Praire,y Wibauxy
Custers Fallony Powder Rivery and Carter Counties.

Section 35« Amount of tax credit =-- carryovare (1}
Subject to the limitations set forth in this section and
[section 6]y there is allowed as a tax credit against the
tax imposed by 15~30-103, 15-30-104y and 15-30~105 or by
15-31-101s 15~-31-121¢ and 15-31~-122 the amount of 50% of any
investment by any Investor in any region in Montana
specified in [section 4] in the capital stock ofs or Timited
partnership units iIssued byes regional small business

investment companies organized within the state of Montana
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a5 described in [sections 3 and 4}«

(2} The amount of the credit allowed for the taxable
year is the sum of:

{a) the credit carryovers carried tc the taxable year
as provided in subsection (4); and

{b) 25% of the amount of <credit determined under
subsection {1).

(3) Notwithstanding the provisions of subsection (2}
the credit allowed for the taxable year may not exceed the
lessar of: _

(a) the taxpayer®s tax liability for the taxable year;
or

{b) 25% of the amount of credit allowed under
subsection (1) for the taxable year and any prior taxable
years with credit carryovers.

(4#) If any part of the credit is not applied against
the tax liabillity for the taxable yeary such excess shall be
a credit carryover to each of the 10 taxable years following
the unused credit years subject to the limitations imposed
under subsection (3).

Section 6« Limitationse (1) From [the effective date
of this act] through April 30s 1983, the maximum aggregate
amount of Investment cradits allowed under [section 5] for
any region listed in {section 4] is $5004000.

(2) Aftar April 30y 1983, subsection (1) does not

-
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applye. After April 30y 1983,y credits are allowable under

[section 5] until the point at which the records of the

department of revenue indicate that the total aggregate
credit amount allowable as provided in subsection (3) has
been reached or Deceaber 31y 19834 whichever occurs firste

(3): The total aggregate amount of credits allowable
under this [act] is 355 wmillione In no case may the
dapartment allow an investwment credit that would result in a
total aggregate credit amount in excess of $5.5 million.

Section T+ Reporting - recordkeeping by the
department. (1) The chairsan or president of each regional
small business investment company shall report on & form
establ ished by the departeent on a monthly basis the name of
each investore the region of investmente the amount of the
investaent mades and the date of investmente.

(2) The department shall keep & record of the
aggregate amount of investments msade in and credits allowed
for each individual region and for all regions taken
together in order to carry out the provisions of (section
6le

Section 8« Rulemaking authoritye The department of
revenue may adopt rules necessary to carry out the
provisions of this [act]e

Section 9. Effective datee This act is effective on

passage and approvale
-End-~
-

HB §34



STATE OF MONTANA
REQUEST NO. ____420-81

*

FISCAL NOTE

Form BD-15
In compliance with .a written request received ___Maxch-4 , 19 __R81., there is hereby submitted a Fiscal Note
, for ___HOUSE BILL 834 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

»

An act to establish an investment credit against personal income tax or corporate
tax for investments in small business investment companies; and providing an immediate
effective date.

E
FISCAL IMPACT

It is impossible to anticipate the extent to which this proposal would be utilized in
Montana; therefore, a precise estimate of the fiscal impact cannot be given. It is
conceivable that individual income or corporation tax receipts could be reduced by as
much as $5.5 million during the 82-83 biennium, and implementation of this measure
‘would necessitate additional expenditures for administration. It is estimated that
$25 to 30 thousand would be needed for initial data processing system development,

as well as $6 thousand annually for data processing operational expenses and about
$14 thousand annually for additional tax administration personnel.

_PREPARED BY THE DEPARTMENT OF REVENUE

Al Wy

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: $'—- q -
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STATEMENT OF INTENT
HOUSE BILL 834

House Taxation Committee

Section 4 of House Bil) 834 provides the Jepartment of
Revenue with rulemaking authority relating to 5Small Business
Investment Corporations in Montana. In enacting this
legistations it is the intent of the Legislature that the
Department of Revenue Will adopt rules that ensure the
proper reporting of investments in SBIC*s and rules to
establish eligibitity for the «capital gains and dividend

treatment allowec by House Bill 834.



47th Legislature

10

11

12

13

14

15

16

17

La

19

20

23
24

25

HB 0834/02

roved by Committee
-n Taxation

HOUSE BILL NO. 334

INTRODUCED BY FABREGA. GOUDOVER

A STLL FOR AN ACT ENTITLED: “AN ACT TO ESTABEISH--AN

ENVESTFMENTF -~ EREDIT——aGAENST EXEMPT CERTAIN CARPITAL GAINS AND

DIVIJEND INCOME FROM PERSONAL INCOME TAX OR {(ORPORATE Tax

FOR  INVESTMENTS IN SMALL BUSINESS INVESTMENT COMPANIES; AND

PROVIDING AN IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED 3Y THE LEGESLATURE OF THE STATE OF MONTANA:
Section 1. Short titlee. This [act] may be ctted as the
Section 2. Purpose. The purpose of this [act] is to

encourage private sector investment in venture capital Firms

called small business investment compantess which are
oriyanized for the purpose of diversifying and strengthening
employment opportunities of companies within Montanas This
fact}s by establishing limited tax eredits EXEMPTIONS,
demonstrates a recognition by the legislature that
significant incentives must be offered to attract private
risk ca3pital to manufacturinge agriculturals and timber
product processing companies when the alternative
investments for private risk capital are natural resource
venturess which often yield extremely high rates of returns

The 1legislature further recognizes the necessity of tax
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incentives for investors in manufacturings agriculturals and
timber product processing given the hardship caused many
Montana communities by their reliance on an economic base
dominated by sinales large industriess
Section 3. Definitione For the purposes of this {[act]s
"small business investment company® or "SBIC"™ means a small
business investment company as defined in section 103 af the
federal Small Business Investment Act of 135Be as amendeda
Section—4dvy--tocation--of—smati--—bustness—-—investment
ecompantess——-Smati--bosiness--investment-compantes—for-which
tnvestors-may-quettfy-for-tax-credits-under-fsection-5i--are
timtted-—to-—newty-—organized—-S5B8iCsvy—-organized-—after-{Cthe
etfeetive-date-of-thts-acei--and--}tocated-—itn-~each——of-—-the
fotlowrng——regions--of-—the-state-with-a-distrrbution-of-ons
583€-in-each-regtonv-Such--newly——organized--5831Es--ars--not
}imited-—to--dorng-—-bustness-—in--the--region-where—they-are
headquartered-but-are—dtmited-to-doing-busrness—-within-—the
state--of-——MHontangs—-Fhe—-regtons-and-suggested-eity-fFor—the
meadqoarters—arer
tiy—-Kattspetiv—serving-tincoinv-Fiatheadyr-Sanderav—and
take-Countress
f23-—-Mrssoutar-serving-Mineraly-4“issogtar--and--Ravaltit
Eounttesi
t3}--Anaconday-—-serving--Heer--todgey—-Sezverneady-~-and

Stiver-Bow—€Counttesy

-2- MY B34
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t4r-—Helemav-serving-6ranttey-Powetty—tewis-amd——-Etarky
Jeffersonv-nnd-Eresdwater-Eountiess
t5--6reat—-Fattsy—-serving--6lactery-—Faoter-—Ponderay
Fetonvr-and-tascade-Eountiest
té}--Bozemany-serving-Meaghery-Madisony—Gattatiny-Parky
and-5Sweet-Grass—-countiest
t#r--Havrey-serving-tirbertyr-Hitdy-——Ehouteauy--Blainey
and-Phidttps-Eountrest
t9r—-tewistomy-~--serving--—dJudith-—-Basinvy--—-Ferqusy
Petroteumr-—Hheattandr--60tden—-Valleyv———and---Husselshei}
Countiest
9 --8itHingsSy-serving-Stitiwatery-Carbony-¥etiowstoney
Freasurev-2t3-Horny-and-Rosebud-Eountiest
t161-61asgonr——-serving—-—¥atlteyy---Santelsy-——-Sheridany
HeEoney-Garfieldv-Roosevelrty—and-Richiand-Eountiest
tity-Mites—-Ettyr-—serving--Bawsony-—-Prairer———HWrbauxy
Eustery-Foallony—Powder-Riverv-and-Carter-tountiess
Seetion—-Ss——Amount--of—-tax-—credrt————— carryovers——tit
Subject-to-the-dimitatirons-set-forth-—tn-——this—-sectien-~and
fesection——o}r--there-—is-atiowed-ss-a-tax-credit-agarnse—the
tax—inmposed-by—15-30-1H39-15-30-164v—-and--15-39-185--or--by
£5-3#=483v-15-3t~22tv-and-15-31- i22-the-amount-of-50%—of-any
investment---by-—any—-fnvestef——in--eny——region-;fn-—ﬂentsne
spectfied—tn-fsectron-43-in-the-copitat-stock-ofy-er-timited

partnershtp-~unttS——issved—-byy—-regionat-——smati-——busitmess

-3- H3 834
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tnysstment-—cempontes-——orgqantzed-within-the-state-of-Yoneans
as-deseribed-in-fsections-3-and-4i=
f2¥-—Fhe-ameont-of-the-eredtt-attowed-for-—the-—-taxabte
year—ts—the-sum-of+
{of--the-—credit-carryovers—carried-to-the-taxapte-year
as-provided—itn—subsectron-t4tt-and
tor-——25%—of--the-—amount--of-—credte--determinea~-under
subsectiton-{tids
£3}--Notwithstanding-——the-provistons—of-subsectron-{2%~
the-credit-atiowed-for-the-taxable-year-may-not--exceed--the
tesser-ofs
faj-—-the-taxpayeris-teax—ttabtirty-for-tne-taxsbte-yeari
or
t8)-~25%---of-—-the--amount ——of--creditt--attawed--onder
subsectton—{ii-for-the-taxable-year-and--any--priror——taxabtle
years-—witth-eredtt-Ccarryoverss
tay--tf--any--part-of-the-eredit-ts-not-applted-agatnst
the-tax—tiabtitty-for-the-taxable—yeary-such-excess—shatt-ne
a-eredit—carryover—to-each-of-the-i5-toaxable-years-fotiowing
the-tunused-credit—yeary-sutject-to—the-—timrtatitons——imposed
ander—-subsection-{t3e
Sectiton-br-—kimitationss——{tH}-From—fthe-effective-daee
of-thits-scti~throogh-Aprit-38v-1%83y-the--maximum-—agqreyate
amount-—of-~tnvestment-credits-atiowed-under-fsection-5i-for

any-regten-tisted-in-fsection-4]-i15-4$586+y0606~

-4 He B34
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t2y-—-hfter-Apri+-38vy--1983y——subSectiton--ttj--does--mot
apptye—~After——Aprt3-—38y--1983v-credits-are-attowable-onder
Feection-SJ-untii-che-potnt-at--which--the--records--of--the
department--of--revenve—-indreate-—that--the-totat-aggregate
eredrt-ameont-aliowable-as-provided-in--subseettron—-{3y--has
been--reached--or-Secember—-3tv-1983y—whichever-oceours-firsts

t33--The-totalt-aggregate—amount——of-—credits——altorable
ander—~thits--faetd--1+9--$5uS5—-miItroms——In-—no—-case-may~the
gapartment-a2tltow-an-investment-eredit-thoat-wonid-resote~-in-a
totat-aggreqgate-credit-amount-in-excess-of-$5+5-mititons

Section 4. Reporting - recordkeeping by the
department. $13% The chairman or president of each regqtonad
small business investment company shall report on a form
established by the department on a monthly basis the name of
each investors the-region—of-tnvestmenty the amount of the
investment mades and the date of investment.

t23--fhe—department—shati-—keep--a-—record--—-of-—-the
agqregate——amount-of-investmenti-made-tn-and-credits-oldowed
for-—eaeh——tadrvidoat--region—and--for-—att--regions-—taken
together——tn--order--to-carry-out-the-provisions—of-fsection
63

Section 5. Rulemaking authority. The department of
revenue may adopt ~rules necesSary to carry out the
provisions of this [act]e.

SECTION 6. CAPITAL GAINS —- DIVIDENDS EXEMPTED. _ _ANY

-5- HP 834

HB 0834,02

CAPIYTAL GAINS OR DIVIDEND INCOME REALIZED SY AN INUIVIDUAL

OR_A CORPORATION FROM_AN_INVESTMENT IN AN SBIC ORGANIZED IN

ACCORDANCE WITH THIS fACT] ¥S EXEMPT _FROM_TAXATION UNDER_THE

PROVISIONS OF TITLE 15y CHAPTERS_30_AND_31.

Section 7. Effective date. This act is effective on
passage and approvale

-&nd-

-6- M B34



47th Legislature HB 834

io

i1

12

STATEMENT OF INTENT
HOUSE BILL B34

House Taxation Committee

Section 4 5 of House Bill 834 provides the Department
of Revenue with rulemaking authority relating to Small
Business Investment (orporations in Montama. [n enacting
this legislations it is the intent of the tegislature that
the Department of Revenue will adopt rules that ensure the
proper reporting of investments in SBIC®s and rules to
establish eligibility for the capital gains and dividend

treatment allowed by House Bill B34,
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HOUSE BILL NOe. 834

INTRODUCED BY FABREGAy GOODOVER

A BILL FOR AN ACT ENTITLED: PAN ACT TO ESFABLISH--AN

ENVESFMENT—-EREBEF—-AGAFNST EXEMPT CERTAIN CAPITAL GAINS AND

DIVIDEND INCOME_FROM PERSONAL INCOME TAX OR CORPORATE TAX

FOR INVESTMENTS IN SMALL BUSINESS INVESTMENT COMPANIES; AND

PROVIDING AN IMMEDIATE EFFECTIVE DATE."

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

Section l. Short title. This [act] may be cited as the
"Small Business Investment Eredit INCENTIVE Act™.

Section 2. Purposes The purpose of this [act}]l is to
encourage private sector investment in venture capital firms
called small business investment companiess which are
organized for the purpose of diversifying and strengthening
employment opportunities of companies within Montana. This
{act]sy by establishing limited tax eredits EXEMPTIONSs
demonstrates a recognition by the legislature that
significant incentives must be offered to attract private
risk capital to wmanufacturingr agriculturals and timber
product processing companies when the alternative
investments for private risk capital are natural resource
venturessy which often yield extremely high rates of returne

The legislature further recognizes the necessity of tax
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incentives for investors in manufacturings agriculturalsy and
timber product processing given the hardship caused many
Montana communities by their reliance on an economic base
dominated by singles Yarge industriess

Section 3. Definition. For the purposes of this [act]s
*small business investment company” or "SBIC™ means a smail
business investment company as defined in section 103 of the
federal! Small Business Investment Act of 1958+ as amended.

Seetion-4v--tocattron——oaf-—smati-—-business——-itnvestment
compantese———-Smeti--business—-investment-compantes-for—which
tnvestors-may-quatify-for-tax—eredita-under-fsection-5j--oare
+imited——to--newly--organized—5S8i€svr——organired--afeer—fthe
effective-date-of-this-act]—-ond--}ocated— in—eseh——of--the
following——regirens——of—-the-state—with-a-distribution—of-one
58FE-tn-each-regionv—Such--newly-—orgenized—-581€s—--are-—-not
imited-—to--doing--business——in—the--regton—where-they-are
headquartered-but-are-dimited-to—doing—business——within-—-the
state-——of--Montanav--Fhe--regtons-and-suggested-city-For—-the
hesdquarters-aret

t13-~katispetiv—serving-tineoiny-Flatheadv—Sandersy—end
take-Countiest

t23--Missoutay-serving-Mineraty-“issoniar-—and--Ravetis
€ountiest

£33 ——-Anaconday—-ssrving--Deer—-todger--feaverneady-—ond

S4+iver-Bow-Covntiest

-2- HB B34
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t4)——Helenavy-serving-6ranitev-Powediv-Lewis-and--Ctarky
dJeffersony-and-groadwater—€ountiess
5)--6reat--Faitay-—serving--6laciervy—-Footey—-Ponderay
Fetonv-and-cascade-Eountiesy
to)-——Bozemany—serving-Measgherv—Masisony-Gattetine-Parky
and-Sweet-6rass-Eountiess
t¥3-—Havrev—serving-tibertyy—Hitly—chovteany—~Blainey
and-Phidtips—Countiest
t8--tewistowny-~--verving- —-dudirth-——Basiny-——Fergusy
Petroteumy—Whestltendy--6olden—-Valieyy-———and-—-Hassed shedd
Eountiest
+9r--8tHingsvy-serving-Stirttwatery-Corbony-Yeltowstoney
Freasurey-8ig-Horny-and-Rosebud—Eountiest
t184-61asgowr——-serving———valieyy——-Bantel sv--Sheridany
Meconev-Garfieldy—Rooseveltv-and-Richlond-Countiest
tHHiy-Mites--Eirtyy-—serving—-Bawsony—-Prairey———Nibauxy
€ustery—Fallony-FPowder-Rivery-end-Earter-Countiess
Section-Sv——Amount——of —-tax-——credit-—-—-——carryovers——ti}
Subjeet-to-the-timitations—set—forth-~in--this--section——and
facetion——63r——there--is-aliowed-as-a-tax-credit-against—the
tax-imposed-by-15-38-103v-15-30-104vy-—and--15-36~105—~or--by
15-31—-181v-15-3 112 ty-and—15-31-122-the-amount-of-50%-of -any
tnvestaent-—-by-—any——investor——in--any--region——in—Nontana
spectfied-in-faeetion—4j-in-the—capital-stoek-ofy-or-—timited

partnership--units-—issued--byv--regionai———smati-—-business

-3~ HB 834
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tnvestment--companies——organired -within-the-state-of-Montana
as-deserihed—in—fseetiensfa-end-ﬁi-
t23~—Fhe—-amount-of -the-eredit-attowed-for--the--taxabte
year—+s-the—sum-of+
toy-—the-—ecredit-corryovers—carried—to-the -taxable—year

as—provided-in—subsection-t4it-and

to3——25%-0f-—the t-—of-—eredit-~determined-—under
subhsectiton-{tidw

£34--Notwithstanding—the—provisions-of-subsection-{2}y
the-eredit-altowed-for-the—toxable—year-may not-—exceed-—the
{esser-of+

tod-—che-taxpayertis—tax-Iiapittty-fer—the-taxadle-yeors
or

fbi—-asi———of--—ehe;—emeunt-ef——eredit—-s4+o-ed——unéef
subsection~{i for-the-taxable-year-and--any--prior-—-taxabdte
years~with-eredit-carryoverss

t4y—if-—any--part-of-the-credit-is-not-appiied-against
the-tax-trabitity-—For—the-taxabple—yeary-—such-exeess-shatt-be
a-eredit—carrycver—to—each-of-the—i6-taxabte-years-fottowing
the-unused-credit-yearvr—subject-to-the——iimtrtatirons-——imposed
under—aubseectiton—{3}w

Seetion—bw~-tinttationsv———tip—From-fthe-effective-date
of-this-aeti-through-Aprit—30v—1983v-the--maximum——sggregate
amount--of-~investment-eredits-ellowed-under-fsection-5j-for

any-regiron—t isted—in-fFsection-4j-i3-$566+y000+

—fg— HB B34
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2 y—-—Afeer~Aprit+-38vy--1983r--subsection——{t1}--does-—-not
appiyr——After—Aprit--38v--1983v-credits—are-altowable-under
Fseetion—-5J-unmtiti—the-point—at--which-—-the--recorda-——of——-the
depaftieﬂt—-ef--re;eﬂae--indieate——that-—the-tota}—aggfegete
eredit-ameunt—altiowable-as—provided—in-—subsectton——{33——has
been—reached—or-tdecember-3iv-1983vy-whichever—occura-firses

134--Fhe-toteal-aggregate-amoont-——of-—-credita-——atiowsbie
under--this—~factd--+9--4$5v5--at Hione--in-—no--case-may—-the
dapartment-atiow-an-iavestment-eredit—that-wounltd-resatt—tn-a
total-sqgqregate—credit-amount-in-exeess—of—$5r5-mittions

Section 4. Reporting - recor dkeeping by the
department. t¥ The chairman or president of each regional
small business investment company shall report on a form
established by the department on a monthly basis the name of
each investore the-region—of-investmenty the amount of the
investment mades and the date of investmente.

t+2¥--Fhe--deparement-—-shalti-—keep—-a--record-—-of---the
aggreqate——amount—of—investments-made-in-and-eredits-aliowed
for--esch--individuat-—-region-——and--for--ati-—regions—taken
together--tn--order-—to-carry-out-the-provistons—-of-fsection
63

Section 5. Rulemaking authority. The department of
revenue may adopt rules necessary to carry out the
provisions of this {act]e

SECTION _6.__CAPITAL _GAINS —- DIVIDENDS EXEMPTED. ANY

- HB 834
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CAPITAL GAINS OR DIVIDEND INCOME REALIZEC BY AN _INDIVIDUAL

OR_A_CORPORATION FROM_AN INVESTMENT IM AN SBIC ORGANIZED__IN

ACCORDANCE WITH THIS fACT] IS_EXEMPF_FROM TAXATION UNDER THE

PROVISIONS OF TITLE 15¢ CHAPTIERS 30_AND 31,

Section 7. Effective date. This act is effective on
passage and approvale

-End-

-6= HB 834
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STATEMENT OF INTENT
HOUSE BILL 834

House Taxation Committee

Section € S of House 8ill 834 provides the OUOepartment
of Revenue with rulemaking authority relating te Small
Business Investment Corporations in Montanas In enacting
this legislations it is the intent of the Legislature that
the Department of Revenue will adopt rules that ensure the
proper vreporting of investments in SBIC*s and rules to
establish eligibility for the capital gains and dividend

treatment allowed Dy House Bill 834,
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HOUSE BILL KO. 834

INTRODUCED BY FABREGAs GODDOVER

A BILL FOR AN ACT ENTITLED: AN ACT TO ESTFABEESH-—AN

FNVESFMENF-—CREDEF——AGAINST EXEMPY CERTAIN CAPITAL GAINS AND

DIVIDEND_INCOME FROM PERSONAL INCOME TAX OR CORPORATE TAX

FOR  INVESTMENTS IN SMALL BUSINESS INVESTMENT COMPANIES; AND

PROVIDING AN IMMEDIATE EFFECTIVE DATE."

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

Section ls Short title. This [act] may be cited as the
"Small Business Investment €redit INCENTIVE Act™.

Section 2. Purpose. The purpose of this [act} is to
encourage private sector investment in venture capital firms
caltled small business investment companiesy which are
organized for the purpose of diversifying and strengthening
employment opportunities of companies within Montana. This
{act)s by establishing limited tax eredits EXEMPTIONS,
demonstrates a recognition by the Jlegislature that
significant incentives must be offered to attract private
risk capital to manufacturings agriculturals and timber
product processing companies when the alternative
investments for private risk capital are natural resource
venturesy which often yield extremely high rates of returne.

The tegislature further recognizes the necessity of tax
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incentives for investors in manufacturings agriculturals and
timber product processing given the hardship caused many
Montana communities by their reliance on an economic base
dominated by singles large industrieses
Section 3. Definitione. For the purposes of this [act]s
"small business investment company® or "SBIC™ means a small
business investment company as defined in section 103 of the
federal Small Business Investment Act of 1958+ as amendede.
Seetion—4v--tocatien——of--smait-—-bosiness-——investment
eompaniess——-Smati--business--investment-companies—Ffor—-wihrich
investors-may-quetify-for-tax—credits-under ~fsection—5j--are
+iwited--to——newly-—orgenized—S8iCsv-——organized——after-fthe
effective-date-of-this-actj--ond-—tocoted-—rn-——each—of-—the
foltlowtng——regions--of--the-state-with-a-distribution—of-one
SpiE-tn-eech-regitonv-Such——newty-—orgenized—-58Es-—are——net
imited-—to——dotng——bostaess-—in-—the-—region—where—they—are
headquartered-but-are-tinited-to-doitng-business——within—-the
state——of-—-Nontanav——Fhe--regions—and-suggested-city-for-the
headquartera-ared
£13-—Ketiapetiy—serving-tincoiny-Flatheady- Sandersy-and
teke-Countiess
$2}-—Missoutay-serving-Mineralv—Missovtay--and--Ravatit
countiest
t3}--Ansconday--serving--Beer-~todger--Beaverheady--and

Sttver-Bow-Countiest

-2- HB 834
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t4y--Helenay—serving-6ranttevy-Powetir-tewis-and——Clarky

‘defferascny-ont-Broadwoter-Eountiesy

15)~—6reet~--Fat¥sy--serving-—6iactervr—~Footer--Ponderay
Fetony-and-tascade-Commtiest
t64——Boremanv—serving-Neaghery—Madisony-5adtatinvy—Parky
and-Sweet-Grass—Eountiest
t¥3-~Hevrev—-serving-tibertyr——Hitdv--Ehoutesuy~—Blatney
and-Phiditips—Countiest
A)-—tewistowny———serving-——dudith---Basiny-——-Fergusy
fetroleumy——Wheottandy——Gotden—— Vol teyy-—-and-—-Mussed shetd
Eountiest
+93—Btitingsv-serving-Stidiwatery—Carbony-¥eltiowstoney
Fressurey-8ig-Horny—and—Rosebud-Eountiest
$18)y-61asgowy——-serving-——Valleyy--—Banietsy--Sheridany
HeEoney—Garfieldy-Roosevelty-and-Richiand-Countiest
tit3-Mites--Cityvr-—serving--Bawsonvy—-—Proirey-——Wibauxy
Evstervy-Fattony-Powder—Riverv-and-Carter—Countiess
Section~Sy-—Amount——of-—-tax-——ecredtt————-— carryovers-—tit
Subject-to-the-tinitations—set-forth-—tn-—this--section-—and
fsection——63v—there-—is-atiowed-as-o-tax—credit-agarnst-the
tax-impesed-by-15-38-3103v—15-38-184v-—and--15-36-185-—or--by
t5-34-403v-25-31~-12iv-and-15-3i-i22-the-amount-of-58%-of-any
tnvestment—--by-—-any-——investor--in-—any--region-—tn--Nentana
specitfied-in-faection—4j-in-the-capital-stock-ofr-or-timited

partnership--onits-—issved--byy—-regionat--—smait-—-buosiness

-3~ HB 834
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tnvestment-—-compantes—-orgonized-within-the-state-of-Monteana
sa-deseribed-in—frections-3-and-43=
t23-—Fhe—amount—of-the—-eredit-ositowed-for——the——taxable
year—is—the—sum-ofe
ta}-——the——credit—carryovers—corried-to-the-taxable-yenr
as-provided—in-subsection-t4¢si-ond
thy-—258-of-—the--amount-——of—eredit—-determined——under
subsection-tite
131-~Notwithstanding-—the-provisions—of-subsection- {2}
the-eredit—altoned-for-the-toxnbhie-year-ady-not--exceed--the
esser—ofe

taj-~the-toxpayerts-tax—tiabitity-for-the-texsbte-years

B y——25%——of-——the-——amount—-of--credit——attowed——under
subsection-{i}-for-the-taxebie-year-asnd-—-any——prior——taxable
years-with-credit-corryoverss

t43-—3f--any--part—of-the-credit-is-not-epplied-aguinse
the-tex-+iabitity-for—the-taxable-yeary-such-excess—shali-pe
a—credit-carrysver—to-cach-of—the-if-taxebie-years-foliowing
the-unused-eredit—yearv-subject—to-the-—timitations——imposed
under—subsection-{3iv

Sectiton—bv--bimttationsy——— (i -From-fthe-effective-date
of —this-acti-throagh—aprii-38+-1583v-the——poxinun——aggregate
amount— ¢f——investment-credits-ottowed-under-faection-5i-for

any-regiton-itsted-itn-fsection-43j-i1s5-$560v000+

—&- HB B34
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t2y-—After—-Aprit-—30+--1983vy-—subsection-—{ij)-—does--not
applye——afrer——Aprid--38y--1983v—credits—ore—aliowebte-under
feecrion-53-untit-the-peint-ast—wirich——the-—vecords—of--the
department--of—-revenve——indicote—that—-the-totel-oggreqgate
eredit-amount—asitowsble-as-provided-tn-—subsection—~{3)y--hos
been~——reached-——er-Becember-3ivy-1983v-wivichever-occurs—-firste

£33-~Fhe-total-aggregste—anount--of-—credits-—attowadie
under-~this—-faety-—ts——4$5s5--mitions-—in--no--case-may-the
deparement-ollion-an-itnvesteent-credit-that-wounld-resuit—in—a
tote¥-aqggregate—credit-omount-in—excess—of-$5e5—-mititons

Section 4 Reporting - recordkeeping by the
department. &1} The chairman or president of each regionad
small business investment company shal! report on a form
established by the department on a monthly basis the name of
each investory the-region-ef—investmenty the amount of the
investment mades and the date of investment.

t2)~-Fhe-—department——shatt-—keep--a——record---of-——the
aggregate——amount-of-investaents-made—in-and-eredits-aliowed
for-~eaeh-—indi viduat——region——and-—for--aii-—regions——taken
together-—in--order--te-carry-ocut-the-provisiens—of-fsection
69

Section 5. Rulemaking authoritys The department of
revenue may adopt rules necessary to carry out the
provisions of this {act]e

SECTION 6o CAPITAL GAINS -- DIVIDENDS _EXEMPTED. ANY

-5~ HB 834
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CAPITAL _GAINS OR DIVIDEND INCOME REALIZED BY AN _INDIVIDUAL

OR_A_CORPORATIGN_FROM AN _INVESTMENT 1IN AN SBIC ORGANIZED _IN

ACCORDANCE WITH THIS [ACT]) IS EXEMPT FROM _TAXATION UNDER THE

PROVISIONS OF TITLE 15 CHAPTERS 30 AND_31.

Section 7« Effective datee This act is effective on

passage and approval.

-End-

-6 HB 834



