SENATE BILL HO, 361

INTRODUCED BY LEE, GOODOVER

IX THE SEMNATE

February 3, 1981 Introduced and referred to
Committee on Taxation,

Fiscal note requested.

February 11, 1981 Fismcal note returned,

March 7, 1981 Committee recommend bill do
pass, Report adopted,

March 9, 1981 B8ill printed and placed on
membera' desks,

March 10, 1981 Second reading, do pass,

Mareh 11, 1981 Correctly engrossed,

March 12, 1981 ™ird reading, passed,
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reading this day.
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Ayea, 67; MNoes, 25,
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INTRODUCED BY _

A BILL FOR AN ACY ENTITLED: MAN  ACT TO EXEMPT DONESTIC
INTERNATIONAL SALES CORPORATIONS FRCM THE CCORPORATE LICENSE
TAX; ArO T2 TAX THE SHAREHOLDERS OF DORESTIC INTERNATIONAL
SALES CORPORATIONS; AMENDING SECTIONS 15=-30-111 AND

15-31-102» MCA"

BE IT =NACLTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 15-31-102y MCAy is amended to read:
"15-31-102. Organizations exempt from tax — unrelated

business income not exempte (1) Except as provided in

subsection (3)» there shall not be taxed under this title
any income received by any:z

{a) labore agricultural, ar haorticul tural
organization;

{b) fraternal beneficiaryy societys ordery or
association operating under the 1lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the 1lodge system and providing for tha
payment  of lifey S}ck' accidents or othar beneflts tc the
members of such societys ordery or association or their
dependants;

(c) cemetery company own2d and operated exclusively
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LC 2324401

for the benefit of its members;

{d} corporation or association organized and operated
exclusively for religiousy charitabley scientifics or
educational purposess no part of the net Income of which
inures to the benefit of any private stockholder aor
individualj;

{e} business leagues chamber of commerces or board of
trade not organized for profit and no part of the net income
of which inures to the benefit of any private stockholder or
individualj

{f} civic 1league or organization not organized for
profit but operated exclusively for the promoticn of social
welfare;

{g) club organized and operated exclusively for
pleasurey recreations and other nonprofitable purposess no
part of the net income of which inures to the benefit of any
private stockhclder or members;

{h) farmers® or other autual hail, cyclones or fire
insurance companys ®utual ditch or irrigation companys
mutual or cooperativa telenhone companyy or Tike
organization of a purely 1local charactery the 1income of
which consists solely of assessmentss duess and fees
collacted from members for the sole purpose of meeting its
expenses;

{i) coouperative association or corporation engaged in

-
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the business of operating a rural electrification system or
systems for the transmission or distribution of electrical
energy on 4 cooperative basisg

{J) corporations or associations organized for the
excluslive purpose of holding title to propertys collecting
income therefromey and turning over the entire amount
thereofy Jess expensess to an organization which ftself is
exempt from the tax imposed by this titleg

{k) wool and sheep pooly which Is an assoaciation owned
and operated by agricultural producers organized to market
association mesbers" 'wool and sheepy the Income of which
conslists solely of assessmentss duese and fees coliected
from members for tha sole purpose of meeting its expenseSs
Incomes for this purposes does not Include expenses and
money distributed to members contributing wool and sheapwi

41) _corporation __that _gualifies. .as.- a. . dogestic
dnternational  _sales corporation (DI3SC) under fhe nrowvlsions
pf. suctions 99)ls ot seqaes of the Intecndl Beveoue Coda _aond
that _bas in effect for <She gotire taxabla year a. walid
election undec.fedexal lam.to. be treated a8 a2 DISCs If &
corparation makes sich an election udder federsl laws sach
parsop who ot any tise js. a shareholder of such .corparation
is__subjecs to taxation upder Jitle 1%s chapksr 30 oo the
earnfngs apd grofits.of Lhis DISC. _lo the szse msonek  as
nroxided by federal Jgw for all  perieds _for wbich the
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eloction. is QFfectivea

{(2) In determining the license fee to be paid under
this party thare shall not be included any earnings derived
from any public wuwtility managed or operated by any
subdivision of the state or from the exsrcise of any
governmental functions

(3} Any unrelated business incomes as. defined by
section 512 of the Internal Revenue Codes 1954¢ as amendedy
earned by any exempt corporation resulting in a federal
unrelated business Income tax 1labllity of more than $100
shall be taxed as other corporation income is taxed under
this titles. An exempt corporation subject to taxation on
unrelated business income under this section aust file =2
copy of its federal exempt arganization business incowe tax
return on which it reports its unrelated business Iincome
with the department of revenue.®

Section Z« Section 15-30-111¢ MCAe is amended tc read:

®15-30-111. Adjusted gross incomae. {1) Adjusted gross
income shall be the taxpayer®s fedaral income tax adjusted
gross income as defined In section 62 of the Internal
Ravenue Code of 195% or as that section may be Jlabeled or
amended and in addition shall include the fcllowing?

{a) interast received on obligations of another state
or territory or countys municipalitys districty or other

political subdivision thereof;

-l’—
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(b) refunds received of faderal income taxe to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liabilitye

(2} Adjusted gross Income does not #&nclude the
following which are exempt from taxatlan under this chapter:

{a) interest income from obligations of the uUnited
States governments the state of Montanas countys
municipalitys districty or other political subdivision
thereof;

(b a3}l pepefits received under the Federal Eaployeas®
Retirement ACt not In excess of $346003%

{c) all benefits paid under the teachers® retiremant
law which are specified as exempt from taxation by 19-4-T06;

{d} @all benefits paid under The Public Employees®
Retlrement System Act which are specified as exempt from
taxation by 19-3-105;

(e) all benefits paid under the highway petrol
retirement law which are specified as axempt from taxation
by 19-6-TC53

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

{3} 211 benefits paid under 19-11-602y 19-11-6M4, and
19-11-605 to retired and disabled firefighterss their
surviving spouses and orphans;

{(h) a1t benefits paid by first— or second-class cities

for the policemen®s retirement system provided for by Title
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19¢ chapter 9.

(3) In the case of a shareholder of a corporation with
respect to which the election provided for undaer subchapter
S+ of the Internal Revenue Lode of 1954y as amendeds is5 in
effect but with respect to which the election provided for
undar 15-31-202e¢ as amendedy is not in effects adjusted
gross income does not include any part of the corporationt's
undistributed taxable incomes net operating losss capital
gains or eother galnse profitse or Tosses required to be
included in the shareholder®s federal income tax adjusted
gross income by reason of the said election under subchapter
S» Howevers the shareholder*s adjusted gross income shall
include actual distributions from the corporation to the
extent +they would be treated as taxable dividends if the
subchapter Se election were not in effect.

£5)__A starcholder of .2 DISC that is _exeppl frop _the
corporation  license tox under 15-21=103(1)(1) sball include
in bis adjusted gross income tha earnings and proflts cf the
DISC Jo_ the same ganner as_-provlded by federal law  (seciloo
295 _Igternal _Eevenue Codey for all poriods for.which the
DISC elgction is effectives®

Section 3. Applicabilitys This act applies to taxable
years beginning after December 3le 198l.

-End-
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STATE OF MONTANA

REQUEST NO. 222781

FISCAL NOTE

Forim BD-15

In compliance with a written request received February 6 , 1981

for,,EE}FATE BILL 361

, there is hereby submitted a Fiscal Note

pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annctated (MCA).
Background information used in developing this Fiscal Note is availabie from the Qffice of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION

An act to exempt domestic international sales corporations from the corporate license
tax; and to tax shareholders of domestic international sales corporations.

FISCAL IMPACT

The precise fiscal impact of this legislation can not be determined without an
extremely time intensive review of at least 12,000 files. We estimate the impact
to be approximately $250,000 per year.

PREPARED BY THE DEPARTMENT OF REVENUE W}’h tﬁ-‘-{

BUDGET DIRECTOR

Ofiice of Budget and Program Planning

Date: Q'//"f/
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Approved by Committee
cn Taxation

CA!Q_ s1epo. 367
INTRODUCED BY _é&_.,,zll‘"‘”

A BELL FOR AN ACT ENFITLED: "AN ACT TO EXEMPT DOMESTIC

INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE
TAX3 AKNO TO TAX THE SHAREHGLDERS OF DOMESTIC INTERNATIONAL
SALES CORPORATIOGNS; AMENDING SECTIONS 15-30-111 AND

15-31=102y MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:X
Section les Section 15-31-102s MCAs is amended to read:
#]15-31-102. Organizations exempt from tax — unrelated

business income not exempts (1) Except as provided in

subsection (3)y there shall not be taxed under this title
any income received by any:

{a) 1labor, agricultural, or horticultural
organization;

(b} fraternal beneficiarys societyy ordersy or
agsociaticon operating under the lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the lodge system and providing for the
payment of lifes sicky accidénts or othar benefits to the
members of such societyy orders or association or their
dependants;

(c) cemetery company owned and operated exclusively
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for the benefit of its members;

{d)} corpcration or association organized and operated
exclusively for religiousy charitables scientifics or
educational purposess no part of the net Income of which
inures to the benefit of any private stockholder or
individualj

(e} business leaguey chamber of commerces cr board of
trade not organized for profit and no part of the net income
of which inures to the banefit of any private stockholder or
individual;

{f)} civic 1leaque or organization not organized for
profit but operated exclusively for the promotion of social
welfarej

{g¢) club organized and operated exclusively for
pleasures recreationy and other nonprofitable purposese no
part of the nat income of which inures to the benefit of any
private stockholder or members;

{h) farmers® or other mutual hally cyclomney or fire
insurance companys mutual ditch or irrigation companys
mutual or cooperative telenhone companysy or like
organization of a purely 1local charactery the income of
which cunsigts solely of assessmentsy duesy and feas
collected from members for the sole purpose of meeting its
expensess

{i) cocperative association or corporation engaqged in

- -
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the business of operating a rural electrification system or
syst2ms for the transmission or distribution of electrical
enerqgy on a cooperative basis;

{j) corporations or associations organéized for the
excluslve purpase of helding title to propertys collecting
income therefrome and turning over the entire amount
thereofsy less expensesy to an organization which ltself is
exempt from the tax imposed by this title;

{k} wool and sheep poolys which 158 an association owned
and operated by agricultural producers orgsnized to market
association mesbars' wool and sheeps the Income of which
consists solely of assessmentsy duesy and fees collected
from members for the sole purpose of meeting its expsnscse
Incomes for this purposesy does not Include expenses and
money distributed +to members contributing wool and sheepwi

{1) _corporation _that _gualifies as _ a3 __dogestic
lnternaticoal —sales corparation {(DISC) under the nrevisions
of _sections 991s st seqes_of the Internal Bevenue Code _and
thak  bas o effect for the  gntire taxable yedr a. valid
=lection under federal Joaw to be treated as. a DISC. If _a
corporation makes such_2p_ alection under federal laws cach
pecson who at any Liseg is a_shareholdec of such  carparation
is__subject. to taxation.under Jitle J5e chapter 20s_op the
earpings and profits of this DISC. in fthe sawe gaonec .  as
provided, by federal . law. for all. periods _for which tbe
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election is _effeciives

{2) In determining the license fea to be paid under
this parte there shall not be included any ecarnings derived
from any public wutility managed or operated by any
subdivision of +the state or from the exercise of any
governmental functione

{3) Any unrelated business incomey as defined bY
section 512 of the Internal Revenue Codey 1954y as amended.y
earned by any exempt corporation resulting In a faderal
unrelated business income tax liability of more than $100
shall b@ taxed as ather corporation income s taxed under
this title. An exempt corporation subject to taxation on
unrelated business income undar this section must file a
copy of its federal exempt organization business income tex
return on which it reports its unrelated bhusiness income
with the department of revenues®

Section 2. Section 15-30-11le MCAy is amended tc read:

wiS=-30~-111ls Adjusted gross incomes. (1) Adjusted gross
income shall be the taxpayer®s federal income tax adjusted
qross income as defined in section 62 of the Internal
Revenue Code of 1954 or as that section may be labeled or
amended and in additlon shall include the followings

(a) ‘interest received on oblligations of another state
or territory or countyy wmunicipalitys districts or cther

pelitical subdivision thereof;

-ty
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{(b) refunds received of faederal income taxe to the
extent the deduction of such tax resulted in a reduction of
Montana Income tax liabititye

(2) Adjusted gross Income does not include the
following which are exemnt from taxation under this chapter:

{a) Interest income from obligations of the united
States governments the state of Montanas countys
municipalitys districty or other political subdivision
thereot;

{b} a1l benefits received under the Federal Employees®
Retirement Act not in excess of $34600%

{c) all benefits paid under the teachers®' retirement
law which are specified as exempt from taxation by 19-4=T0&;

{d) all benefits paid under The Public Employees®
Retirement System Act which are specified as exempt frea
taxation by 19-3-1035;

{e) all benefits paid under the highway patrol
retirement law which are specified as exempt from taxation
oy 19-6-T05;

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

{g) al) pbenefits paid under 19-11-602s 15-1L-604y and
19-11-605 to retired and disablted Ffirefighterss their
surviving spouses and orphans;

(h} a1 benefits paid by first- or second-class cities

for the policemen®s retirement system provided for by Title

-5
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19y chapter 9.

{3} In the case of a shareholder of a corporation with
respect to which the electlion provided for under subchapter
Se of the Internal Revenue Code of 1954, as amended, 1Is In
effect but with respect to which tha election provided for
under 15-31-202+ as amendedy is not 1In effecty adjusted
gross income does not include any part of the corporation's
undistributed taxable incomasy net operating lossy capital
gains or other galnse profitses 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. Howevers the shareholder®s adjusted gross Income shalil
include actual distributions from the corporaticon to the
extent they would be treated as taxable dividends if the
subchapter S5« election were not in effaects

£3) A shareholder of @ DISC that is exsepi _frog .the
corppration.  license tax under 15-31-103{1){1} . sba)l include
in bis adjusted gross jocome the garpings aed profits of the
DISC in the sape manner as pravided by federal law. . (section
225 .IDteknal. Revenue . Code) for all periods.for whigh_the
DISC election is effeclives®”

Section 5- Applicabilitys This act appliss toc taxable
years beginning after Oecember 31, 1981.

-End~

-.6_
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@_. sagepo. FE7
INTRODUCED BY M’k

A BILL FOR AN ACT ENTITLED: "AN ACT TG EXEWPT DOMESTIC
INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE
TAX; AND TO TAX THE SHAREMOLBERS Of DOMESTIC INTERNATICGNAL
SALES CORPORATIONS; AMENDING SECTIONS 15-30~111 AND

15-31-102y MCA.®

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HONTANA:
Section le Section 15-31-102s KCAy is amended to read:
w15-31-102+ Organizations exempt from tax — unrelated

business income not exempte (I} Except bs provided in

subsection (3)s there shall not be taxed under this title
any income received by any:

(a) labory agricultural, or harticultural
organization;

(b} fraternal beneficiarys sociéty. orders or
association oparating under the %lodge system or for the
exclusive benefit of the members of a fraternity itself
operating under the lodge system and providing for the
payment of 1lifes sicky acclidenty or other benefits to the
members of such societyy orders or association or their

dependents;

(¢) cemetery company owned and operated exclusively

-
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for the benefit of its members;

{d} corporation or associatlon organized and oparated
exclusively for religiousy charitables scientifics or
educational purposess no part of the net income of which
inures to the benefit of any private stockholder or
individual;

(é) business leagues chamber of commerces or board of
trade not organized for profit and no part of the aet income
of which inures to the banefit of any private stockholder or
individual;

(f} civic league or organization not organized for
profit but operated exclusively for the promotlon of social
welfare;

{g) club organized and operated exclusively for
pleasuresy recreations and other nonprofitable purposesy no
part of the net income of which lnures to the benefit of any
private stockholder or members;

(h) farmers®" or other mutual haily cycloney or fire
insuranca companys mutual ditch or irrigation companys
mutual or cooperative telephene COmpanysy or like
organization of a purely 1local characteres the income of
which consists solely of assessmentss duesy and fees
collected from members for the sole purpose of meeting Its
expenses;

{i) cocperative association or corporation engaged in

- THIRD READING
SR I/
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the business of operating a rural electrification system or
systems for tha transamission or distribution of electrical
energy on a cooperative basis;

{j) corporations or associations organized for the
exclusive purpose of holding title to propertys collecting
income therefroms and turning over the entire amount
thereofy 1less expenses,y, to an organization which Itself is
exempt from the tax imposed by this titlej

{k) wool and sheep pocls which is an association owned
apd operated by agricultural producers ofganiZed to market
association members® wool and sheepy the income of which
consists salely of assessments:l duesy and fees collected
from members for the sole purpose of meeting its expansess
Incomes For this purposey does not ipclude expenses and
money distributed to mewmbers contributing wool and sheapwi

11y .corgoration  that gualifies as o _domestic
international sales corporation (OISC) under the provisfans
nf_aentiﬂns_ﬁalg.gt;ssna;_ni_tbs.lnmeznal_Rexenue__nnns__and
that has _in _effect for _the gptire taxable yedr a valid
elactiop.undar federal Jaw . to be freated as 2 DISC. If a
carporation  makes _such_ag_electioo under federal laws sach
parson who at agy tise is_a. shareboldeg of such . corporatiop
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election |s effectives

{2) In determining the license fea to be pald under
this party there shall not be included any zarnings derlved
from any public wutility managed or operated by any
subdivision of the state or from the exercise of any
governmental functione

(3) Any unrelated business incoseys as defined - by
section 512 of the Internal Revenue Codes 1954+ as amended:
earned by any exempt corporation rsesulting in a federa)
unrelated buysiness Income tax liability of more than %100
shall be taxed as other corporation income Is taxed under
this titles An exempt corporation subject toc taxation on
unrelated business income under this section must file a
copy of its federal exempt organization business income tax
return on which it reports its unrelated business income
with the department of revenue.®

Section 2. Section 15-30-11l1y MCAs is amended to read:

®]15-30~111s Adjusted gross income. (1) Adjusted gross
income shall be the taxpayer®s federal income tax adjusted
gross Income as defiped in section 62 of the Internal
Revenue Code of 1954 or as that section may be labeled or
amended and in addition shall include the following:

(2) ‘Interest received on obligations of another state
or territory or countys municipality, districts or other

political subdivision thereof;

_4_-
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(b) refunds received of federal income taxe to the
extent the daduction of such tax resulted in a reduction of
Montana income tax liabilitye

(2) Adjusted gross income does not include the
following which are exempt from taxation under this chapter:

{a) interest income from obligations of the United
States governmenty the state of Hontanas countys
municipalityy districty or other political subdivision
thereof;

(b} all benefits recelved under the Federal Employees®
Retirement Act not in excess of $3,6003

{c) a1l benefits paid under the teachers® retirement
1aw which are specified as exempt from taxation by 19-4-706;

{d) all benefits paid under The Public Employecest®
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

t{e) all benefits paid under the highway patrol
retirement law which are specified as exémpt from taxation
oy 19~6-T053

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

{g) all benefits paid under 19-11-602s 19-11-604y anc
19-11-605 te gsetired and disabled firefightersy thelr
surviving spouses and orphans;

{hy @1 teneflits paid by first- or second-class cities

for the policemen®s retirement system provided for by Title

—-5=
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19+ chapter 9.

(3) 1In the case of a shareholder of a corporation with
respect %o which the election provided for under subchapter
Se 0of the Internal Revenpue Code of 1954y as amendedy 1s in
effect but with respect to which the election provided for
under 15-31-202y 3s amendeds is not In effects adjustad
graoss income does not include any part of the corporation®s
undistributed taxable incomay net oparating lossy capltal
gains or other gainsy profitss or losses required to be
included in the shareholder®s federal income tax adjusted
graoss income by reason of the said election under subchapter
S+ Howevary the shareholder's adjusted gross income shall
include actual distributions from the corporation to the
extent they would be treoted as taxable dividends §f the
subchapter S« election were not in effect.

18) _A shareholder of a DISL that 15 exempt frogm _the
Corporaticn. license tax under 15-31-103{23f1}.5ball ioclude
Lo_bis_adjusted.grass jncome the oacpings and.profits of the
DISC. in.the same wanner as prowided by federal Jaw [section
225, Intecnal ._Revepue . Code) for all periods_ for.wbich the
DISC _election is effectives™

Section 3. Applicabllity. This act applias to taxable
years beginning after December 31,y 1981a

~End-

SB 34/
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1 SENATE BILL NO. 351 1 for the benefit of its members;
2 INTRODUCED BY LEEs GOODOVER 2 {d) corporation or association organized and operated
3 3 exclusively for religiouss charitables scientifices or
4 A BILE FDR AN ACT ENTITLED: “AN ACT YO EXEMPT OGOMESTIC 4 educational purposese Nno part of the net income of which
5 INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE 5 inures to the benefit of any private stockholder or
b TAX; AND TO TAX THE SHAREHOLDERS OF OOMESTIC INTERNATIONAL .} individual;
7 SALES CORPORATIONS; AMEND ING SECTIONS 15-30-111 AND 7 {e) obusiness leaguey chamber of commerces or board of
8 15-31-102+ MCA.L" a trade not organired for profit and no part of the pet incowe
9 9 of which inures to the benefit of any private stockholder or
10 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: i0 individual;
11 Section 1. Section 15-31-102. MCA. is amended to read: 11 (f} civic league or organization not organized for
12 ¥15-31-102- Organizations exempt Ffrom tax —- wunrelated 12 profit but operated exclusively for the prowotion of social
13 business income not exempts {[k) Except as provided in 13 wel fare;
14 subsection (3)s there shall! not be taxed under this title 14 {g) club organized and operated exclusively for
15 any income received by any: 15 pleasurey recreations and other nonprofitable purposess no
16 {a) labore agriculturals ar horticultural 16 part of the net income of which inures to the bemefit of any
17 organization; 17 private stockholder or members;
18 {b) Ffraternal beneficiarys societys orders or 18 {h} farmers® or other mutual hails cyclones or fire
19 association operating under the lodge system or Ffor the 19 insurance companys mutual ditch or drrigation company,
20 exclusive benefit of the members of a fraternity itself 20 mutuai or cooperative telephone  companye or Tike
21 operating under the lodge system and providing for the 21 organization of a purely local charactery the income of
22 payment of lifes sicke accidents or other benefits to the 22 which consists solely of assessmentss duess and fees
23 members of such societys orders or association or their 23 collected from members for the sole purpose of wmeeting its
24 dependents; 24 expenses;
25 {c} cemetery company owned and operated exclusively 25 (i) cooperative association or corporation engaged in
-2= sB 361
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the business of operating a rural electrification System or
systems for the transmission or distribution of electrical
encrgy on a cooperative basis;

(j} corporations or associations organized for the
exclusive purpose of holding title to praopertys coilecting
income therefroms and turning over the entire amount
thereofs 1less expensess to an organization which itself is
exempt from the tax imposed by this title;

{k) wool! and sheep pools which is5 an association owned
and operated by agricultural producers organized to market
association members® wool and sheeps the income of which
consists solely of assessments., duess and fees collected
from wmembers for the sole purpose of meeting its expenses.
Income: for this purposey does not include expenses and
money distributed to members contributing wool and sheepsj

{1)_ corporation that qualifies as a___domestic

international sales corpovation {DISCY unges the provisions

of _sections 991s et _sege.s of _the_Internal Revenue Code _and

that__has in effect for the _entire taxable year a_valid

election under federal Jaw to be treated as 3 DISC. IF _a

corporation makes such an election under federal laws_ each

person_who at any time is a3 shareholder of such corporation

is__subject _to _taxation under Title 1%, chapter_ 30y on_the

earnings and _profits of this DISC in the same_ manner 23s

provided by federdl law__for all operiods_ for which the

-3- 5B 38l
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election is effectives

{2) in determining the license fee to be paid under
this party there shall not be included any earnings derived
from any public wutility managed or operated by any
subdivision of the state or from the exercise of any
governmental functions

{3) Any unrelated business incomes as defined by
section 512 of the Internal Revenue Coder 1954r as amendedsy
earned by any exempt corporation resulting in a federal
unrelated business income tax liability of more than $100
shall be taxed as other corporation income i$ taxed under
this titles AN exeMpt corporation subject to taxation on
unrelated business income under this section must file 2
copy of its federal exempt organization business income tax
return on which it reports its unrelated Dusiness income
with the department of revenue.™

Section 2. Section 15-30-111s MCAs is amended to read:

#15-30-11le Adjusted gross incomes (l} 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 may be labeled or
amended and in addition shall include the following:

{a) interest received on obligations of another state
or territory Or countys municipalitys districts or other

petitical subdivision thereaof;

- 58 381
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(b) refunds received of federal income taxes to the
extent the deduction of such tax resulted in a reduction of
Montana income tax liability.

{2) Adjusted gross income does not include the
following which are exempt from taxation under this chapter:

{a) interest income from ohbligations of the United

states gqovernment s the state of Montanas countys
municipalitye districty or other political subdivision
ther eof ;

(b} all penefits received under the Federal Employees®
Retirement Act not in excess of $3+600;

(c) all benefits paid under the teachers® retirement
law which are specified as exempt from taxation by 19-4-T06;

(a) all benefijts paid wunder The Public Employees?
Retirement System Act which are specified as exempt from
taxation by 19-3-105;

(e) al! 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 paid under 19-11-602s 19-11-604y and
L19-11-605 to retired and disabled firefightersy their
surviving spouses ang orphans;

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

for the policemen®s retirement System provided for by Title

-5- 53 36l
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L9: chapter 9.

(3) In the case of 3 shareholder of a corporation with
respect to which the election provided for under subchapter
S« of the Internal Revenue Code of 1954y as amendedy is in
effect but with respect to which the election provided for
under 15-31-202+ as amendeds 15 not in effecty adjusted
gross income does not include any part of the corporation®s
undistributed taxable income» net operating losss capital
gains or other gainse profitss or losses required to be
included in the shareholder's federal income tax adjusted
qross income by reason of the said election under subchapter
S- Howevery the shareholder®s adjusted gross income shailt
include actuwal distributions frem the corporation to the
extent they would be treated as taxable dividends if the
subchapter 5. election were not in effect.

{4} A _shareholder of a DISC that is exempt from the

corporation__license_tax _under 15-31-i03(1l}{1)} shall include

in_his adjusted qgross _income the earninqgs and profits of the

0ISC in_the same wmanner_as provided by federal law_ _(section

995 Internal Revenue Lode) For all periods for which the

DISC election is_effectives"

Section 3. Applicabilitys This act applies to taxable
years beginning after December 31y 1981

~Eng-
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