
March 4, 1981 

March 5, 1981 

March 9, 1981 

March 30, 1931 

April 3, 19tH 

April 4, 19tH 

April 6, 19tH 

April 7, l9tll 

HOUSE lULL NO. 834 

IN'r~OOUCEO BY JI'ABR£GA, GOOOOVBR 

IN THH HOUtn!: 

Introduced and referred to 
Committee on ~axation. 

Fiscal note requested. 

Fiscal note returned. 

On motion rules suspended 
and hill allowed to be 
transmitted on the 75th 
legislative day. 

ComJ~ittee racornmend bill 
de pass oa amended. Report 
adopted. 

Bill printed ~nd placed on 
rnctfllbers • desks. 

Transmitt~l date extended to 
the 76th legislative day. 

Second readinq, oo pass 
as amended. 

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

Third readinq, passed. 
Ayes, 86J Noea, s. 
Transmitted to 6enate. 

IN THF. SP:NATE 

On motion and consent bill 
allowed to be received and 
considered this seasion. 



April 7, 1981 

April 15, 1981 

April 17, l.9!H 

April 20, 1981 

lntroduc&d and referred 
to Committe& on Taxation. 

Committee recomMend bill 
be concurred in. Report 
adoptftd. 

Second reading, concurred in. 

On motion rules auaponded. 
Bill placed on calendar for 
third reading this day. 

Thirrl reeding, concurred in. 
Ayes# 4lr Noes, 9. 

Ui THE HOtJSS 
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Retu~ned from Senate. 
Concurred in. Sent to 
enrolling. 

Reported correctly enrolled. 
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HOUSE BIL~ B34 

INTMDUCEO BY~~~ 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ESTABLISH AN 

INVESTMENT CREDIT AGAINST PERSONAL INCOME TAX OR CORPOIUTE 

TAX fOR INVESTMENTS IN SM~L BUSINESS INVESTMENT COMPANIES; 

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE.• 

BE lT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

Section 1. Short title. This (act] .. , be cited as the 

•Seall Business lnvest .. nt Credit Act•. 

Section z. Purpose. The purpose of' this [act) is to 

encourage private sector fnvest .. nt tn venture capital flr•s 

celled s .. ll business lnvest .. nt co•panles, which are 

organized for the purpose of diversifying and strengthening 

eaploy .. nt opportunities of coepanies within Montana. This 

[act]• by establishing ll•lted tax credits, de.anstrates a 

recognition by the legislature that significant Incentives 

IIIUSt be offered to attract private risk capital to 

•anufacturlng, agricultural, and ti.Oer product processing 

co.panies ~hen the alternative inves~nts for private risk 

capital are natural resource ventures, which often yield 

extr ... ly high rates of return. The legislature further 

recognizes the necessity of tax incentives for Investors In 

aanufacturlng, agricultural, and ti~r product processing 
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LC 1195/01 

given the hardship caused .. ny Montana c~lttes by their 

reliance on an econo•lc base ~fnated by single• large 

Industries. 

Section 3. Oeflnfti·on. For the purposes of this [act]. 

•saall business fnvest .. nt co.peny• or •seJc• .. ana a saell 

business ln-s~nt c-pany as defined In section 103 of the 

federal Saall Business lnvest .. nt Act of 1958• as a.ended. 

Section "• Location of' saall business invest .. nt 

c011panl es. Saall business lnvest .. nt co!lpllni as for which 

Investors aay qualify for tax credits under (section 5) are 

ll•lted to newly organized S81Cs• organized after [the 

effect!- date of this act] and located in each of the 

following regions o~ the state with a distribution of one 

SBIC In each region. Such newly organized SBICs are not 

ll•lted to doing business tn the region where they are 

headquartered but are ll•ited to doing business within the 

state of Montana. The regions and suggested city for the 

headquarters are: 

(1} Kalispell, serving lincoln, Flathead, Sanderst and 

Lake CountIes; 

(2J Missoula, serving Mineral• Missoula, and Ravalli 

Counties; 

(3} Anaconda, serving Deer Lodge• Beaverhead• and 

Silver Bow Counties; 

("tJ Helena. serving Granite. Powell• Lewis and Clarkt 

,..2- I N T R 0 D U C E D B I L L 
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~efferson. and Broadwater Countiest 

(5) Great Falls, serving Glacier, Toole, Ponderay 

Tetont and Cascade Counties; 

(6) Boze.an, serving Meagher, Madison, Gallatin, Park, 

and SMeet Grass Counties; 

(7) Havre, serving liberty, Hillt Chouteau, Blalnet 

and Phllll ps Counties; 

( B J l-i StOift'l t serving 

Petroleu., Wheatlandt Golden 

tountlesJ 

.ludlth 

Valley, 

Basin, Fergus, 

and Musselshell 

(9) Billings, serving StlllMater, Carbon, Yellowstone, 

Treasure, Big Horn, and ftosebud Counties; 

(10) GlesgoM, serving Valley, Danielst Sheridan, 

McConet Garfleldw Roosevelt, and Richland counties; 

(11) Miles City, serving Oawsont Pralre, Wlbauxt 

Custer, Fallont PONder River, and Carter Counties. 

Section s. A.aunt of tax credit -- carryover. (1) 

Subject to the H•ltatlons set forth In this section and 

[section 6)t there Is allOMed as a tax credit against the 

tax i11posed by 15-:JD-103, 15-30-104, and 15-3D-l05 or by 

15-31-101t 15-3f-1Z1, and 15-31-122 the aaount of 50~ of any 

invest .. nt by any Investor In any region In Montana 

specified In [section 4) In the capital stock oft or ll•lted 

partnership units Issued by, regional s•all business 

invest-Itt coapanles organized within the state of Montana 

-3-
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as described In [sections 3 and 4)• 

(2) The a.aunt of the credit allowed for the taxable 

year Is the su• oft 

(a) the credit carryovers carried to the taxable year 

as provided in subsection (4); end 

fb) 25• of the aaount of credit deter•lned under 

subsection (1)• 

(3) Notwithstanding the provisions of subsection C2)• 

the credit allowed for the taxable year .. , not exceed the 

lHS- ~: 

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

or 

(b) 2n of the ..aunt of credit allowed under 

subsection (l) for the taxable year and any prior taxable 

years with credit carryovers. 

C4J If any part of the credit Is not applied against 

the tax liability for the taxable year, such excess shall be 

a credit carryover to each of the 10 taxable years following 

the unused credit year, subject to the ll•ftations l•posed 

under subsection (3). 

Section •• llaitatfons. (1) Fr011 [the effective date 

of this act) through April 30• 1983, the ••••-• aggregate 

aaount of lnvestaent credits allowed under [section 5] for 

any region listed In (section 4] Is S500t000• 

CZJ After April 30t 1983t subsection f1) does not 

-4-



LC 1195/01 

1 apply. A~ter April 30, 1983, credits are allowable under 

2 [section 5] until the point at which the records o~ the 

3 depart.ant of revenue Indicate that the total aggregate 

4 credit a~unt allowable as provided In subsection (3) has 

5 been reached or Dece.Oer 31w 1983, whichever occurs first. 

6 (3) The total aggregate a80Unt of credits allowable 

1 under this [act] Is ss.s efllion. In no case •ay the 

8- dapart .. nt allow an lnvest .. nt credit that llfOUld result In a 

9 total aggregate credit a.ount in excess of ss.s etllion. 

10 Section 1. Reporting recordkeepl ng by the 

11 depart .. nt. (1) The chal·r-n or president of each regional 

12 ••all business invest .. nt co~ny shall report on a for• 

13 established by the depart .. nt on a .onthly basis the na•e of 

14 each Investor, the region of lnvest88nt, the a.ount of the 

15 lnvest .. nt eade, and the date of tnvest.ent. 

16 (2) The departeent shall keep a record of the 

17 aggregate aeount of invest .. nts aade in and credits allowed 

18 for each individual region and for all regions taken 

19 together In order to carry out the provisions of [section 

20 6]. 

Section a. 21 

22 revenue aay 

Ruleeaklng authority. 

adopt rules necessary 

23 provisions of this [act]. 

The depart .. nt of 

to carry out the 

24 Section 9. Effective date. This act Is ef~ective on 

25 passage and approval. 

-End-

-5- Hl3 3'~'1 



STATE OF MONTANA 
REQUEST NO. __ 4=-:2::..:::0:.._-.;:,;81=--

FISCAL NOTE 

Form BD·IS 

In compliance with .a written request received Kiu;cb 4 , 19 ---AL., there is hereby submitted a Fiscal Note 

~for HQUSE BILL 834 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 establish an investment credit against personal income tax or corporate 
tax for investments in small business investment companies; and providing an immediate 
effective date. 

Fl:SCAL 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 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date:_],.- q- 1/ 
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STATeMENT Of INTENT 

HOUSE BILL 634 

House Taxation Committee 

Section 4 of House Bill 834 provides the Jepartment of 

6 ~evenue with rulemaking authority relating to Small 8usiness 

7 

'I 

9 

Investment Corporations in Montana. In enacting this 

legislation. it is the intent of the Legislature that the 

Oepartment of Revenue wi 11 adopt rules that ensure the 

10 proper reporting of investments in SBIC•s and rules to 

11 establ1sh el igibil1ty for the capital gains and dtvidend 

12 treatment all owed by House Bi II 834. 
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HOUSE BILL NO. 334 

INTRODUCED BY FABREGAt GOODOVER 

A SILL FOR AN ACT ENTITLED: "AN ACT TO E-5illf!t:f5H--AN 

t~E-5~~ENl--ER€Bf~--A61ltN-5~ EXE~f!_fER!~IN_f~~!!~b_~~!~~~NO 

Q!Y!Qf~~-~f~ME_fROM PERSONAL INCOME TAX OR CORPORATE TAX 

FOR INVESTMENTS I~ SMAll BUSINESS INVESTMENT COMPANIE~; AND 

PRQVl~lNG AN IMMEDIATE EFFECTIVE DATE.• 

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

Section 1. Short title. This [act] may be cited as the 

"Small Business Investment €1'e<ht !~fEN.!IYE Act"• 

Section 2. Purpose. The pu~pose of this [act] is to 

encour<ige private sector investment in venture capital firms 

called small business investment compan 1 es. which are 

or~anized fo~ the purpose of diversifying and strengthening 

pmploymPnt opportunities of companies within Montana. This 

[act]• by establishing limited tax e1'eei~s EXE~~!ONS, 

demonstr-at.~s a recognition by the legislature that 

significant incentives must be offered to attract private 

risk c~pit~l to manufacturing, agricultural, and timoer 

product processing companies when the altern :'!ti ve 

tnvPstments for private risk capital are natural resource 

v~ntures. which often yield extreme] y high r c~t,~s of r~turn. 

ThP leq1slature further recogn1zes the necessity ~f tax 

HB 0834/02 

incentives for investors in manufacturing, agricultural, and 

2 timber product process1ng given the hardship caused many 

3 Montana communities by their reliance on an econonic base 

4 dominated by single, large industries. 

5 Section 3. Deftnition. For the purposes of this (act]• 

6 "sma 1 I business investment company" or "SB [(" means a small 

1 business investment company as defined in section 103 of the 

8 federal Small Business Investment Act of 1958, as amended. 

9 -5eet?on-~.--~oe~~+on--ef--~~~---btt~+"e~---~ftve~tm@ftt 

10 eem~eft+e~.----5me++--bu~?fte~~--iftwe~~ment-eemp~ie~-fe~-wft?eft 

11 ~n~e~to~s-mey-~aa~~fy-fe~-tex-eredtt~-ttftee~-f~e~~+o"-5i--ere 

12 ++mited--te--new+y--e~qeftt~ed---5Btf:~.--o~~e"~~ed--efter-ft"e 

l3 effeet+~e-eete-of-tfl~~-eeti--end--*eeeted--+n--eaeH--ef--the 

14 fo~+ow~ft~-- .. e~+ens--of--tfte-stete-wttH-e-d+~t~butien-of-ene 

15 -5BfE-ift-eeeft-1'e~on.--5ttefl--new+y--o~~an~ted---5B+c5--a .. e--fte~ 

16 ~im+~ed--ee--eerft~--b~?ne~~--?ft--tfte--reqion-wHe1'e-they-ere 

l1 ~d~tte1't~ed-bat-e1'e-~?m+tee-~o-dorftq-bu~i"e~~--·~~"~"--tfte 

18 5~e~e--ef--~Oft~Oft6T--~fte-- .. egieft5-eftd-~ttqge5t~-e~ty-for-~he 

Jq fteedque .. ~er~-a.-e• 

20 tit--~e+~pe++~-5erv?ng-~ifteef"y-Ff~HeeeT--5ender~y-end 

21 l:eke-Eet:tfttte5~ 

22 t~t--H~s;eu+eT-;ervtflg-M?ftera+y-M~55ett~e~--ane--Rava++i 

Z3 f:ettfttre5t 

24 t~t--llneeende~--~e1'v?nq--~eer--l:odqe.--Be~ve1'fteedy--end 

25 -5~+ver-Sew-Eettft~~e5T 

-2- H~ 834 
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t~t--H~l~"e~-~~~w~ftq-6~e"~~~T-Pow~~t.-~~~~-e"e--E+e~k~ 

~~ff~~~""•-aftd-ereeewet~~-t&U"t~~~t 

t~t--G~@et--Fe~+~.--~~~•*"9--G~ee~~~.--~ee~~.--Pene~~e• 

~~ten.-ene-Ee~eed~-teHett~~t 

f6t--~e~~m&fty-~~~vtft~-M~e9h~r~-Mee+~onw-6e~+ettn.-~e~ky 

end-Sw~~t-Gre~~-toHnt+e~t 

tit--Hew~ey-~e~w+"~-~tbertyy--H+++.--Eho~t~e~~--e~et"~• 

eed-Phj~ft~~-tOHfttT~~t 

t~t--t~w+~to~.----~~v~e9----dudtth---Be~tn.---Fe~9H~ 

Pet~o+eHmw--W~et+endy--&e+d~ft---Ye++~yw---end---MH~~e~~h~+~ 

tOHet+e~t 

t~--B++~"9~.-~ervfe9-St+~+weter~-E~bon.-¥e~~ow~~OfteT 

~ree~~~~•-6+~-Horny-end-*o~~bud-Eoufttt~~t 

t~9t-6+e~9o•w---~~rw+n9---Ye++~y.---9en+~~.--sh~~tee"• 

Meteftew-6erft~d.-Aoo~eve+t.-ene-Rteh+ene-Eountte~t 

t~~t-Mt+~~--E+t~·--~~•+"9--Be•~o"·---P~e+r~w---W•bett~y 

Eu~ter.-Fe++eey-Pewee~-R+wery-eed-Ee~t~~-~oufttt~~· 

S~etten-Sw--*MOUnt--o~--to•--e~edyt-----ee~ryew~~~--t~t 

Sttbj~et-te-th@-++Mitetteft~-~~t-fo~th--Tft--th+~-~~etten--eed 

t~eet+on--6iw--ther~--+~-e++o~d-~-e-tew-er~ett-e9e+n~t-t~ 

t~-+~o~~d-oy-iS-~9-l63y-~~-39-t~~--ene--l5-39-t9S--er--hy 

tS-3t-tet.-ts-3~-t~t.-ene-~~-3~-t~~-th~-emeunt-ef-se•-of-eny 

+n•~~tment---by--eny--tnwe~tor--+"--eny--r~9+on--+n--~o"tene 

~~e+f+ee-yn-f~eettoft-~i-+"-the-e~+te+-~toek-ef•-o~-++m+t~e 

~ertne~~h+~-un+t~--+~~ued--byy--re9~ene+---~me+~---btt~+n~~~ 
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+nv~~tmP-nt--eom~an~e~--e~gen~~~d-•~th+n-th~-~t~t~-ef-we"te"e 

~~-de~e~+h~d-tft-f~e~t~Oft~-3-end-~~ 

t~t--~he-emo~nt-ef-th~-~r~d+t-ef?o•ed-fe~--th~--texeb~e 

y~~-+~-th~-~ttm-o~+ 

tet--the--~ree+t-eerryow~~-eer~+~d-to-t~-te•ee+~-y~e~ 

e~-~rewte~d-tft-~tib~~ettoft-t~tt-e"d 

tet--~S--of--the--emouftt--ef--~red+t--dete~~+ne~--Hnd~~ 

~ub~eet+on-t~t• 

t~t--~ot~th~teedtft9--th~-~ro·~~~oft~-of-~ttb~eet•e"-trt~ 

the-e~~e+t-e++ew~d-fo~-th~-texob+e-y~e~-mey-"et--exe~~e--the 

+e~~er-o++ 

tet--th~-texpe~~A5-te•-++eb+ftty-for-t"e-tewehte-ye~r1 

or 

fht--i~•---of---the--emeunt--of--er~dtt--efte•~d--~nd~~ 

5~b5eet~eft-t~t-fer-th~-te~eb+e-y~e~-end--eny--pr~er--t~~ee+e 

yeer~-•+th-er~d+t-eerryow~r5w 

t~t--+f--eny--~e~t-of-th~-ered+t-+;-not-epp+t~d-e9~+n~t 

the-tex-++eb+f~ty-fo~-th~-texebf~yeer.-5~eh-~~ee~~-~hef+-e~ 

e-e~ee~t-eer~yower-te-~eeh-of-the-i9-texebf~-yea~~-foffowtftq 

th~-Hnu~ed-er~+t-yeerT-5Hbjeet-te-th~--++m+tat~o";--~~pe5erl 

und~r-~ub5~et+oft-t3t• 

5eettoft-O.--r+m+tet+on~.---tlt-f~o~-ttn~-effeettw~-dete 

of-th~~-eeti-thrOH9h-Ap~++-39~-i9&3y-th~--mo•+mu~--e9g~e9et~ 

emouet--of--tftYe5t~nt-ered+t~-e++o•~d-Hftd~r-f;eet+on-5i-for 

ofty-reg~oft-+t~tee-+ft-feeet+o"-~i-+~-~~aa.aae. 

-4- H~- 834 
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t~t--•ft~r-A~r~f-~a~--+99~~--~~h~e~tieft--ttt--do~~--"ot 

~p~~~w--Aft~r--•~~ii--~e,--t983~-er~d+t~-e~~-eliow~hf~-~"d~r 

f~e~t+o"-5,-~Ht+l-the-pe+nt-ot--wh+eh--t~--r@eord~--of--t~ 

de~ert~ftt--ef--r~•~"~~--+ftd+~ete--that--th~-toto+-e~~~e~ete 

eredit-~mo~ftt-o++o•ob+e-o~-pre•+~-+"--~~h~eet+e"--t~t--ho~ 

oeeft--r~eehed--e~-B~e~mh~r-3ty-t983~-•hieh~•~r-o~~~r~-f+r~t' 

t~t--~h~-tete+-oggre~et~-em~ftt--ef--~red+t~--o~+eweb+e 

8 ~"d~r--th+~--feet,--+~--~5,5--m++t+enw--tft--fte--~a~e-mey-the 

9 eopert~ftt-e++ow-eft-iftY~~t~ftt-er~+t-thet-wo~id-re~n+t-+"-e 

10 tete+-eggregote-e~ed+t-emenftt-+ft-e~~e~~-ef-,5w5-m+i++o"' 

ll Section 4. Reporting recordkeeping by the 

12 department. t~t The chairman or president of each region~ 

13 small ousin~ss investment company shall report on a form 

14 establtshed by the department on a monthly basis the name of 

15 each 1nvestor, the-regieft-of-+ft•e~t~ftt~ the amount of the 

16 investment made. and the date of investment. 

17 trt--~h~--d~po~tmeftt--~ho+i--k~ep--o--r~eord---ef---the 

18 e~gr~~ote--eme~ftt-of-iftYe~tmeftt~-mode-+ft-Oftd-e~ed+t~-~iew~d 

19 fer--eo~h--+"rl?•+duo+--re~+oft--eftd--fer--e++--regieft~--to~eft 

20 tegether--~ft--o~d~--to-~e~~y-eut-the-~reY+~+oft~-ef-t~~t+oft 

21 6i-' 

22 Section 5. 

23 revenue m1y 

Rulemaktng authority. 

adopt rules necessarr 

24 provistons of this [act}. 

The department of 

to carry out the 

2S ~~~!lQ~_b. _ _f~fl!~k-~~!NS_==-QlY!Q~NO~--~!£MP!~Q~ ___ A~Y 
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fAP!!~h--~~l~-~Q!VlQf~Q-~f2~~fAL!{£Q_~~~lNvfV!OUAl 

Q~-~-fDRfQ~~TIO~_f~Q~-~~_l~yfi!~ENT ~~~-5Blf_QRGANI£fQ~ 

~CCQ~Q~~CE_~!!~-l~l~-l~fll_!~!EM~!_FRQ~TA!~!lDN_~~DE~_!HE 

fROY!~!Q~2_Qf_!!!hE_!2~_CH~fl!Bj_lQ_ANO_~!~ 

Section 7. Effective date. This act is effective on 

passage and app~oval. 

-End-

-6- H;, i'34 
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STATEMENT OF INTENT 

HOUSE BILL 8H 

House Ta~ation Co•mittee 

HB 831t 

5 Section 4 ~of House Bill 831t provides the Depart.ent 

6 of Revenue ~ith rulemaking authority relating to Small 

7 Business Invest-nt Cor·porations in Montana. In enacting 

8 this legislation• it is the intent of the Legislature that 

9 the Department of Revenue will adopt rules that ensure the 

10 proper reporting of investments in SBIC•s and rules to 

11 establish eligibility for the capital gains and dividend 

12 treat.ent allo~ed by House Bill 834. 
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HOUSE BILL NO. 83~ 

INTRODUCED BV FABREGA, GOOOOVER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO i:SJ. ... ~H+t-- ... N 

~H¥ESJ.MENJ.--EA£9~J.--.,.&A+NS¥ EXEMPT CERTAIN CAPITAL GAINS AND 

OIY!OENQ INCOME FROM PERSONAL INCOME TAX OR CORPORATE TAX 

FOR INVESTMENTS IN SHALL BUSINESS INVESTMENT COMPANIES; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Short title. This [act] aay be cited as the 

"S•all Business Invest•ent E~~~~ INCENTIVE Act"• 

Section z. Purpose. The purpose of this [act] is to 

encourage private sector investment in venture capital fir•s 

called small business invest~nt companies• which are 

organized for the purpose of diversifying and strengthening 

employment opportunities of co~anies within Montana. This 

[act]• by establishing li•ited tax e~~~ EXEMPTIONS• 

delllonstrates a recognition by the legislature that 

significant incentives ~ust be offered to attract private 

risk capital to manufacturing• agricultural, and timber 

product processing c011panies when the alternative 

invest.ents for private risk capital are natural resource 

ventures, which often yield extre~ly high rates of return. 

The legislature further recognizes the necessity of tax 
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incentives for investors in manufacturing, agricultural, and 

timber product processing given the hardship caused •any 

Montana com~ities by their reliance on an econa.ic base 

dominated by single, large industries. 

Section 3. Definition. For the purposes of this {act], 

•s.all business invest.ent ca.pany• or "SBIC• means a s•a$1 

business invest~nt company as defined in section 103 of the 

federal Saall Business lnvest•ent Act of 1958• as a.anded. 

5ee~+&n-+•--b&ea~~eft--e~--~ea++---~~~"e~---~n•~~~~ 

eo~en~es.---s.e++--b~~~~--~n.es~~~-ee.pente~~or-wh+eh 

~ftY~~~~-.ey-~ae+~~y-~e~-~aw-e~eei~~-an~-~5ee~~-Si--ePe 

++mi~~--~o--new+y--e~gen~ed--5a+£~.--erge~red--a~~er-f~he 

e+~ee~ve-es~o#-~~~ee~--eftd--foeeted--~~eeeft--8+--~ 

~~+ewf~--re~e~-e+--~he-~~e-.+~n-e-d*s~r*~~~-one 

56+~-~-e~h-~g*en.-Saeft--new+y-~~n~r~--SBJEs--e~--~ 

+~~~--~o--do+n~-~~t~s--tn~he--~~*on-where-~ney-OPe 

heddqadr~ered-ba~-ere-+~e+~ed-~e-dotng-b~~ne~--wf~h*n--~he 

~~e~e--e~--~o~ena.--~he--reg*on~end-sag~~~-e~y-for~ 

heedflt'-~ers--e .. 

~t--Ke+~pe++~-5erY+tt~-~*"~ft~-F+~needT-SOftde~s~-end 

loake-E-eattt:i-e~i" 

t~t--"*~so~e~-serwi-ftg-Mffte~e+~-M+s~a+e.--and--Rewe++t-

€eunt:t~1" 

t3t--.,.tte~de.--serw+ttg--&eer--to~e.--Beswer~--eftd 

S+.J.Yer-Bow-E-~~-1" 
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HB 0834/02 

~t--.#~~-Apr~+-3e~--+9&3y--sb~ee~eft--t+t--dce~--ft0t 

epp+y.--••~e~--Ap~+--38~--+9&3~-e~edt~~-ere-e++eweb+e-und~ 

~§ee~eft-§1-b~t+-~he-p~n~-~--~eh--~he--ree~d~--e+--~he 

depert.en~--of--re.eftae--tnd~~e--~h~--~he-~~e+-ag~ege~e 

e~edt~-e.eun~-e++e.e&+e-~-preYtded-~-~b~~ton--t3t--h~ 

b~ft--~eeehed--er-&eeeMb~-3ty-+983,-~eftewe~oeeu~-++~~~~ 

t3t-~he~e~e+-e~~e~e~e-es0Uft~--a+--ere~~~-e++eweb+e 

8 uftde~--~t~--~ee~i--+~--.s.s--.t++teft.--rn--ne--e&Se-~y~ 

9 d&pert~ft~-e++ew-aft-tftYe~~Men~e~+~-~hat-web+d-re~u~-~n-e 

10 ~ata+-e~grege~-e~dt~-eMeu~-tn-e.ee5~-ef-S5~-mt++tonw 

11 Section 4. Reporting -- recordkeeptng by the 

12 department. t*t The chairman or president of each ~~tefte4 

13 small business invest-·nt company shall report on a forwo 

14 established by the depart-nt on a monthly basts the name of 

15 each investor. ~he-reg-tctft-ef'-trwe~~-ft~T the a1110unt of the 

16 investment made• and the date of investaent. 

17 t~t--~he--deper~Meft~--~he++--keep--a--reeerd---o+---~he 

18 e~re.,a~e--e-n~of-~yes~ -n~s--·de-tn-eftd-e!"edt~ s-&4 +owed 

19 +er--eeeh--~ftdt~dbe+--regten--eftd--f~--e++--regtens--~eken 

20 ~"~~he~--+n--ord~--~o-eerry-eb~~he-~ewts~ons-of-~~ee~ton 

21 6'Jw 

Section 5. 

revenue may 

Rule•aking authority. 

adopt rules necessary 

provisions of this [act]• 

The departaent of 

to carry out the 

22 

l3 

24 

25 SE~!10~~- CAP!!!l GAINi-==-Q!VIOENOS EXEMPTED. ANY 

-5- HB 834 

2 

3 

4 

5 

6 

HB 0834/0Z 

CAPITAL GAINS OR OIVIOEND INCOME REALIZED BY AN lNOJVIOUAL 

~! CORPORA TIO~ FR0/:!.2fL~:!:f.lll!ENT_IN A!:!_SB!.L!!RGANilEO IN 

ACC.QROA~CE_!!!!tt_THIS [!~!.LIS EXEMPT FROM UXAT!ON UNDER THE 

PROVISIONS OF TITLf 15, CHAPTERS 30 AND 31. 

Section 7. Effective date. This act i~ effective on 

passage and approval. 

-End-

-6- HB 834 



47th legislature 

STATEMENT OF INTENT 

HOUSE Bill 834 

House Taxation Co.mittee 

Section 4 ~of House Bill 834 provides the 

of Revenue with rulemaking authority relating 

Business Investment Corporations in Montana. In 

HB 834 

DepartMent 

to Sma11 

enacting 

z 

3 

4 

5 

6 

7 

8 this legislation. it is the intent of the Legislature that 

9 the Department of Revenue will adopt rules that ensure the 

10 proper reporting of investMents in sarc•s and rules to 

11 establish eligibility for the capital gains and dividend 

lZ treatMent allowed by House Bill 834• 
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HOUSE BILL HOe 834 

INTRODUCED BY FABREGAo GOOOOVER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO ES~B~+S~--AN 

~N¥ES~~N~--EREB~-A~+~ EXEMPT CERTAIN CAPITAL GAINS AND 

DIV!DENQ INCDHE_FRO~ PERSONAL INCOME TAX OR CORPORATE TAX 

FOR INVESTMENTS IN SHAll BUSINESS INVESTMENT COMPANIES; AND 

PROVIDING AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Short title. This [act] may be cited as the 

•s•all Business Invest-ant Eree*~ INCENTIVE Act•. 

Section 2. Purpose. The purpose of this [act} is to 

encourage private sector investment in venture capital firms 

called small business investment companies, ~ich are 

organized for the purpose of diversifying and strengthening 

employment opportunities of co~anies vithin Montana. This 

{act]• by establishing limited tax eree+~ EXEHPT!ONSo 

de110nstrates a recognition by the legislature that 

significant incentives 11ust be offered to attract private 

risk capital to manufacturing• agricultural, and timber 

product processing companies when the alternative 

investMents for private risk capital are natural resource 

ventures, which often yield extremely high rates of return. 

The legislature further recognizes the necessity of tax 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0834/02 

incentives for investors in manufacturing, agricultural, and 

timber product processing given the hardship caused many 

Montana communities by their reliance on an economic base 

dominated by single, large industries. 

Section 3. Oefinition. For the purposes of this [act]• 

•small business invest.ent co•pany• or •SBIC" means a small 

business investment company as defined in section 103 of the 

federal Small Business Investment Act of 1958, as amended. 

See~~en-~~--~eee~on--o~--~~~---b~*~~---?n•~~lleftt 

e~n~e~---S.o?+--b~*"e~~--~n~~meft~-eo.pen+es-•or-•"*e" 

TftYe~~~-mey-~ae+~•y-~or-~o•-ered+~~-uftder-t~c~*on-§1--are 

+~+~ed--~--new~--or~on~ed--SB+&s~--er~nt~--o•~er-f~fte 

~ee~ve-da~e-o+~"*s-aeti--end--+oeoted--*n--eaeft--o+--~ 

•e+~~tn~--re~ens--ef--~-s~~e-~tft-o-e~~t~eu~t&n-of-one 

S&+E-*n-eeeh-re~enw-Sueh--new+y--er~+red--~+E~--ore--net 

+~atted--te--do*~-bus*n~--?n--~"e--re~on-where-~hey-ore 

~d~uartered-but-ore-++•+ted~e-det~bu~+ne~~--w+tn+n--~he 

s~o~e--ef--H~eno.--~he--reg*en~eftd-~ug~~ted-e+ty-fer-~ 

heod~uorter~-~e+ 

t+t--*o+ts~++~-~r·+n~-~+fteo+n.-F+e~fteoey-Seftder~•-eftd 

~oke-~a~tes• 

t~t--H*~ou+e.-serv~ftg-Htnere+~-Mt~~ou+e.--oftd--Rovo++~ 

Eeun~+e~• 

t3t--•noeeftde.--ser•~n§--&eer--red!e•--Beeverheoey--end 

S*+•er-Bew-eo~~*e~• 
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4t 
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1 

HB 083oltj02 

t~t--•~ter-Apr++-3e~--~~8d~-~e~on--ttt--does--n~ 

~y.--•~er--ApP+~--38,--t~ed~~-ere-e+~~~e-dnder 

f-e~-+t-~+'1-~M-,e+M-e"t-wtt+eh--'tM!--..ee;wiH-of'--'tftt! 

deper~~-ef--~eveftde--+nd+ee-te--'the't--~--te'te+-egg~ega-te 

e~d+-t-~'t-e~~·-•~~+dee-~-~~,.et~on--t~--~ 

bee"--..eeehed--~Bee..O_,-~t.-t983y-wlol+eheYe~-oeeu~s-f+~~ 

t3t--~he-te-te~-e~e~'te-a-eun't--e~--e~'t~--e++owob+e 

8 uftde~--'th~--fee'ti--+s--•s.s--.t+++enw--tn--no--eese--.y-'the 

9 eepe~~""t-e++e•~-+nwe~~e..e+-t--the"t-•eu+d-~e~+'t-+ft-8 

10 ~e"te+-egg~ege-te-~ed+"t-e.a.n-t-+"-e.ee~~-~-*S.S-~~++onw 

11 Section 4. Repo~ting -- ~eco~dkeeping by the 

12 depa~tment. tlt The chai~•an o~ p~esident of each ~g+on~ 

13 small business invest.ent co•pany shall ~epo~t on a fo~• 

14 established by the depa~tsent on a •onthly basis the na•e of 

15 each i nvestoro 'the-reg+et~-ef'-+rwes't_...'t~ the a110unt of the 

16 invest.ent •ade• and the date of invest•ent. 

17 t~t--fhe--deper-t~n-t--she++--keep--e--~eeo~d---o~---'the 

18 e~g~ege-te--o.ou"~e+-+nv~~ft'ts~de-+"-et~d-e~ed+'ts~+ewed 

19 ~&r--eeeh--+~v+dae+--~eg+on--eftd--~--e++--reg+ens--'takeft 

ZO 'tege'the~--+"--o~de~---to-eer~y-e•'t--the-p~ov+s+afts-of-fsee-t+en 

21 6-J .. 

Section s. 22 

23 revenue may 

Rulemaking autho~ity. 

adopt rules necessary 

24 provisions of this {act]. 

The depart•ent of 

to ca~ry out the 

25 SECTION 6. CAPITAl GAINS -- DIVIDENDS EXEMPTED. _ ANY 

-5- H8 814 
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6 

HB 083olt/02 

CAPITAl GAI~_OR O!VIOENO INCOME REALI~ED BY AN INOIVIOUAl 

OR A CORPORATION FROM AN INVESTMENT IN AN SBIC 2RGANIZEO IN 

ACCO~~f!_~ITH THIS [ACT] IS EXEMPT FROM TAXATION UNDER THE 

PROVISIONS OF TITLE 15• CHAPTERS 30 AND 31. 

Section 1. Effective date. This act is effective on 

passaqe and app~ovaJ. 

-End-

-6- HB 834 


