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SENATe BILL NO, 361 

INTRODUCED BY LEE, GOODOVER 

IN 'l'~E SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill do 
pass. Report adopted, 

Bill printed and placed on 
members • desks. 

Second reading, do pass. 

Correctly engrossed. 

Third reading, passed. 
Ayes, 48, Noes, 2. 
Transmitted to Bouse. 

IN THE HOUSE 

Introduced and referred to 
committee on Taxation. 

Committee recommend bill be 
concurred in. Report adopted. 

second reading, concurred in. 

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

Third reading, concurred in. 
Ayes, 67; noes, 25. 



April :n, 19 tn 

IN THE SENATE 
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Returned from House. Con­
curred in. sent to enrolling. 

Reported correctly enrolled. 



47th legislature LC 2324/01 

1 

2 

3 

4 

5 

6 

1 

B 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

2-t 

25 

INTRODUCED BY _ 
t;::-.;r:r::J;L 

A BILL FOR AN ACT ENTITLED: "AN ACT TD EXEMPT DOMESTIC 

INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE 

TAX; Ar<O TIJ TAX TH~ SHAREHOL!JERS OF OOI·•ESTIC INTERNATIONAL 

SALES CORPORATIONS; A/lENDING SECTIONS 15-30-111 AND 

15-31-lOZ, MCA.• 

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

Section 1. Section 15-31-102, MCA, is amended to read: 

•15-31-102. Organizations exempt fro• tax -- unrelated 

business income not exempt. (1) Except as provided in 

subsection (3)? there shall not be taxed under this tltle 

any income received by any: 

(a) labor. agricultural, or horticultural 

orqanization; 

(b) fraternal beneficiary, society, order., or 

association 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 

paymf~nt of life, sick, accident., or othar benefits to the 

members of such society, order, or association or their 

depend~nts; 

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

(dJ corporation or association organized and operated 

exclusively fo~ religious, charitable• seientificw or 

educational purposes• no part of the net income of which 

inures to the bene~it of any private stockholder or 

individual; 

(e) business league, cha•ber of commerce, or board of 

trade not organized for pr-ofit and no part of the net inco•e 

of which inures to the benefit of any private stockholder or 

individual; 

(f) civic league or organization not organized for 

profit but operated exclusively for the promotion of social 

welfarei 

(g) club orgatli zed and operated exclusively for 

pleas~re 9 recreation, and other nonprofitable purposes. no 

part of the net income of which inures to the benefit of any 

private stockholder or •embersi 

(h) farmers• or other •utual hail• cyclone, or fire 

insurance company, •utual ditch or irrigation company• 

mutual or cooperatlv<a telephone cOIIpany, or like 

organization of a purely local character, the 1ncome of 

which consists solely of assessaents, dues• and fees 

coll~cted from members for the sole purpose of me~ting its 

expenses; 

(i) cooperative association or corporation engaged in 
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the business of operating a rural electrification system or 

syst-:!IDS for the trans•lss·fon or distribution oY electrical 

energy on a cooperatrve basis; 

(j) corpo~ations or associations organJzed for the 

e•cluslve purpose of holding title to property. collecting 

i ncoae therefrom, and turn-1 ng over the ent i·re aMOunt 

thereof, less expenses., to an organi.z•tion which Itself ts 

exempt from the tax Imposed by this titlel 

(k) wool and sbeep pool, which Is an association owned 

and operated bW' agricultural producers organized to market 

association ae8bers 1 wool and sheep., the Income o~ which 

consists solely of assessments, dues, and fees collected 

from members for the sole purpose of meeting its expenses. 

Income, for this purpose, does not Include expenses and 

money distributed to members contributing wool and sheep•& 

(11 corooratigo that qua1ifjes as a_--dQme~ 

International sales cgrporatlaLJ.IU.SC) under the proy.ls~ 

.t.Wl:,t_ bas In efft<:t for the ept--i re t-axahla yeac~alld 

eltcj;jgp uodgc. fedgral Jaw to be t;.reated._H._JL. OISC· _IL-a 

cwporetion Mkefi sfu::b ag e1Bc1jjQQ UQder fgderal Jaw,, each 

l}ttrson Who at iH!J tiae is a shveholder ot._aw;b__corpqr;atloo 

i $ sub ier;S to .taxatipn under I• tle 15, cbaptar 30. po the 

Jb:f(D('QQI and prgflts. of· t,hj $ DI.s.t.__.in__t.h.e__i.iie--HDil"--U 

JlatXjded bJ federal 1t• file all perigds_foc Mbicb....;tbe 
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£lectjop js eftecs;ye. 

(2) In deter11lnlng the license f'ee to be paid under 

this partt there shall not be included any earnings derived 

from any public utility managed or operated by any 

subdivision of the state or from the exercise of any 

governmental function. 

(3) Any unrelated business inca.e. as defined b1 

section 512 of the Internal Revenue Code~ 195~, as a.endedt 

earned by any exempt corporation resulting in a federal 

unrelated busine'ss income tax liability of more than SlOO 

shall be taxed as other corporation income is taxed under 

thts title. An exeept corporation subject to taxation on 

unrelated business inc~ under this section must file a 

copy of its federal exempt organization business income tax 

return on which ft reports its unrelated business inco•e 

with the department of revenue.• 

Section z. Section 15-30-111• MCA• is amended to read: 

•15-30-111. Adjusted gross income. (1) Adju5ted gross 

Income shall be the taxpayer•s federal· inco.e tax adjusted 

gross lnco•e as defined in section 62 of the Internal 

Revenue COde o~ 1954 or as that section may be labeled or 

aeended and In addition shall include the followln9: 

(a) interest received on obligations of another state 

or territory or county, •unicipality. district, or other 

political subdivision thereo~; 

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

extent the deduction of such tax resulted in a reduction of 

Montana income tax liability• 

(2) Adjusted gross lnco•e does not include the 

following whfch are exempt froa taxation under this chapter: 

(a) intef"est income from obliqations of thg United 

States gavernmentt the state of Montana, countyt 

municipality, district, or other political subdivision 

thereof; 

(b) all benefits received under the Federal Employees• 

Retirement Act not in excess of $3,6001 

(c) all benefits paid under the teachers• retirement 

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

(d) all benefits paid under The Public Employees• 

Retirement System Act which are specified as exempt from 

t<.~xa·t ion by 19-3-105; 

(e) all benefits paid under the highway petrol 

retirement law which are specified as exempt from taxation 

oy 19-6-705; 

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

Cg) all benefits paid under 19-11-602, 19-11-604, an~ 

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

surviving spouses and orphans; 

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

25 for the policemen•s retirement system provided for by Title 
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19• chapter 9. 

(3) In the case of • shareholde~ of a corporation vith 

respect to which the election proYided for under subchapter 

s. of the Internal Revenue Code of 1954• as amendedt is in 

effect but with respect to which tha election provided for 

under 15-31-202 9 as amended• is not In effec~, adjusted 

gross incoAJe does not include any part of the corp'oration•s 

undistributed taxable income, net operating loss, capital 

gains or other gains. profits, or los&es required to be 

Included in the shareholder•s federal inco.e tax adjusted 

gross income by reason of the said election under subchapter 

s. However. the shareholder's adjusted gross income shall 

inclucie actual distributions from the corporation to the 

extent they would be treated as taxable dividends If the 

subchapt~r s. election were not in effect. 

LU-A~Lllb.lllll.u_gf_LJliSC tbat Is exempt Ltl!JII~b& 

s;ar:gatati.oD-U~JalL!IIUiu.-U:=3l:~;uuil.J..J.bal l i nc)ude 

~_!n_tbe_$aws manner as proy~y federal-laM__lstctioo 

222-.-lll:t&.tlli!l ReyeDJ.Le_COOel for aU pari a11!i-tUL-liii:W:.ll_tb.e 

lllK eJect 1 an..lLett~v.e.. • 

Section 3. Applicability. This act applies to taxable 

years beginning after oeceaber 3lt 1981. 

-End-
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STATE OF MONTANA 
REQUEST NO. 299:~_1 __ 

FISCAL NOTE 

Form BD·/5 

In compliance with a written request received February 6 1913}. __ , there is hereby submitted a Fiscal Note 

for ~~~~:r'~~~LL 361 
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 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 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

DJte: ~ - //- /1 
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lNTRIJOUCEO BY 

t:: a~o. 36L 
7 ,,e,.., .. 

A Bill FOR AN ACT ENTITLED: •AN ACT TO EXEMPT DOMESTIC 

INTERNATIONAl SALES CORPORATIONS FROM THE CORPORATE liCENSE 

TAXI AND TO TAX THE SHAREHOLDERS OF DOMESTIC INTERNATIONAl 

SALES CORPORATIONS; AMENDING SECTIONS 15-30-111 AND 

15-31-lOZ, MCA.• 

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

Section 1. Section 15-31-102t MCAt is amended to read: 

•15-31-loz. organizations exempt froe tax -- unrelated 

business income not exempt. (1, Except as provided in 

subsection (3)t there shall not be taxed under this title 

any income received by any: 

(a) labor. agricultural, or horticultural 

orqanization; 

(bJ fraternal beneficiary, soCiety, order,. or 

~ssociation operating under the lodge system or for the 

exclusivg benefit of the members of a fraternity itself 

o;Jerating under the lodge system dnd provtding for the 

p.Jyllfmt of 1 ife, sick, accident, or other benefits to the 

members of such society, order, or association or their 

depend.a-nts; 

(c) cemete~y company owned and operated exclusively 
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for the benefit of its .ambers; 

(d) corporation or association organized and operated 

exclusively for religious, charitable• scientific• or 

educational purposes, no part of the net 1ncome of which 

inures to the benefit of any private stockholder or 

individual; 

(e) business league, cha•ber of commerce, or board of 

trade no~ organized for profit and no part of the net incoMe 

of which inures to the benefit of anr private stockholder or 

individual; 

(f) civic league or organization not organized for 

profit but operated exclusively for the pr~tion of social 

welfare; 

(g) club organized and operated excl us i vel y for 

pleasure, recreation, and other nonprofltable purposes• no 

part of the net income of which inures to the benefit of any 

private stockholder or members; 

(h) farmers' or other •utu~l hall, cyclone, or fire 

insurance co.pany, •utual ditch or irrigation companyy 

11Utual or cooperative telephone c~pany, or like 

organization of a purely local character, the income of 

which consists solely of assess•en~s, dues. and fees 

collected from members for the sole purpose of meeting its 

expenses; 

(i) cooperative association or corporation engaged In 

-2-
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the business of operating a rural electrification syste~ or 

syst·:!~ns for the transiRission or distribution of electr-ical 

energy on a cooperative basis; 

(j) corporations or associations organized tor the 

exclusive purpose of holding title to property, collecting 

inc011e therefrom" and turning over the entire amount 

thereof, less expenses, to an organization which Itself Is 

exempt from the tax iqposed by this title; 

(k) wool and sheep poolt which Is an association owned 

and operated b' agricultural producers organized to market 

association meabers• wool and sheep, the Income of which 

consists solely of assessments, dues. and fees collected 

from members for the sole purpose o~ meeting its expenses. 

Income. far this purpose, does not Include expenses and 

money distributed to members contributing wool and sheepw~ 

(1 I corporation that Quallfies as __a_--dilUU.lJ: 

.lJlU.I:.oati ooaJ sales cprpgrat i oL.L.ullU-u.ndJtC-t.bL~l.owt 

of SHctions 99la gt seq •• of the_Interoal Re~eoue Code ~ 

that naa in effe~gr the~re taxable xe~~alld 

eltctjon under fe<1era1 lev to bg treated-AL-a_ QISC. If a 

cwpomt ion mak•s slK:b~ec;S. jon yoder fedariU.-lAI..1-Wl.c.b 

pec:sqo who at aov tlv.-l..,L.a~bolder of =-~ ~grpstrati.Q.O 

j s subjgct t;o t;a.Kidign under Title 15~apte·r ]Q, on t;he 

urnlngs and profits gf this DISC in the uae_tioo•r £!15 

~jded by federal _la,w fpc all w;:ti.aib._for wbicb-.i..b£ 
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~lectign js eftectjye. 

(2) In determining the license fee to be paid under 

this partt there shall not be included any earnings derived 

from any public utility manaqed or operated by any 

~ubdivision of the state or from the ex~~clse of any 

9overnmental function. 

(3) Any unrelated business inco•e• as defined by 

section 512 of the Internal Revenue Code• 195~7 as aaended, 

earned by any exempt corporation resulting In a f~deral 

unrelated business inco11e tax 1 lability of A;ore th3n SlOO 

shall be taxed as other corporation income is taxed under 

this title. An exempt corporation subject to taxation on 

unrelated business inco.e under this section most 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 z. Section 15-30-111• MCAy is amended to read: 

•15-30-111. Adjusted gross income. (1) Adjusted gr::.ss 

Income shall be the taxpayer•s federal i nco•e tax adjusted 

gross income as defined in section 62 of th~ Internal 

R~venue tode of 1954 or as that section may be labeled or 

amended and in addition shall include the following: 

(a) interest received on obligatrons of another state 

or territory or county 9 •unicipality. district. or ether 

political subdivision thereof; 

-4-



1 

z 
3 

" 
5 

6 

7 

a 

9 

lJ 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

2Co 

21 

2l 

23 

24 

25 

LC Z3Z4/0l 

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

extent the deduction of su~h tax resulted In a reduction of 

Montana Income tax liability. 

(2) Adjusted gross Income does not Include the 

following whiCh are exem~t from taxation under this Chapter: 

(a) interest income from obligation• of the United 

States govern .. ntt the 

municipality. district, 

thereof; 

state 

or other 

of Montana, county• 

political subdivision 

(b) all bene~lts received under the Federal Employees• 

Retirement Act not in e~cess of $3,6001 

(c) all benefits paid under the teachers' retirement 

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

(d) all benefits paid under The Public Employees• 

Retirement System Act which are specified as exempt f~o• 

taxa·ti on by 19-3-105; 

(e) all benefits paid under the highway patrol 

retirement law which are specified as e·x~mpt from taxation 

hy 19-6-705; 

(f) all Montana fnco~ tax refunds or credits thereof; 

(g) all oenefits paid und•r 19-11-60Z, 19-ll-604, and 

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

surviving spouses and orphans; 

(hJ all benefits ~aid by first- or second-class cities 

for tt~~~ policemen•s retlra~~ent 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 under subchapter 

s. of the Internal Revenue Code of 1954, as amended, Is In 

effect but with respect to which tha election provided for 

under 15-31-202~ as amended, is not In effect, adjusted 

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

undistributed taxable incomey net· operating loss. capital 

gains or other gains, profits, or losses required to be 

included in the shareholder•s federal inca.e tax adjusted 

gross income by reason of the said election under subchapter 

s. However. the shareholder's adjusted gross Income shall 

incluOe actual distributions from the corporation to the 

extent they would be tregted as taxable dividends If the 

subchapt~r s. election were not in effect. 

~ shargboldtr gf ·• OI$C that Is c&~~b£ 

~QL.a.tlon 1 icense taLYWfat 15-31-103111 (1 >'shall inc)"ude 

in bj$ adiysted grgss incoee_tha 'ltPloQS aod ~~&of the 

DISC In ·the saaa mannar as grgylded by federal law (section 

2£2_ IOtgrnal Reyenyg tgdel for all parjods_fQr which the 

UlSC electigo_l~fectiye.• 

Section 3. Applicability. This act appli~s to taxable 

years beginning after Oeceaber 31, 1981. 

-End-
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INTRODUCED BY ~ 7 4 'WZ"P"""•"' 

A BILL FOR AN ACT ENTITLED: •AN ACT TD EXEMPT DOMESTIC 

INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE 

TAX; AND TO TAX THE SHAREHOLDERS OF DOMESTIC INTERNATIONAL 

SALES CORPORATIONS; AMENDING SECTIONS 15-30-111 AND 

15-31-102, MCAo• 

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

Section 1. Section 15-31-lOZt MtA, is amended to read: 

"15-31-102. Organizations exempt fro• tax -- unrelated 

business income not exempt. (1) Except as provided in 

subsection (3)t there shall not be taxed under this title 

any income received by any: 

(a) labOrt 

organization; 

agricultural, 

(b) fraternal beneficiary, 

association operating under the lodge 

or 

society, 

system 

horticultural 

order., or 

or for the 

exclusive benefit of the members of a fraternity itself 

operating under the lodge system and providing for the 

paymQnt of life, sick, accident, or other benefits to the 

members of such society, order, or association or their 

dependents; 

(C} cemetery co•pany owned and operated exclusively 
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for the benefit of Its .. ~bers; 

(d) corporation or association organized and cperated 

exclusively for religious, charitable• scientific• or 

educational purposes. no part of the net 1nca.e of which 

inures to the benefit of any private stockholder or 

Individual; 

(e) business league• cha•ber of comaen;e, o·r board of 

trade not organized for profit and no part of the net inco•e 

of which inures to the benefit of any private stockholder or 

individual; 

(f) civic league or organization not orgenized for 

profit but operated exclusively for the pro.otlon of social 

welfare; 

(g) club organized and operated exclusively for 

pleasure, recreation• and other nonprofitable purposes, no 

part of the net income of which Inures to the benefit of any 

private stockholder or members; 

(h) farmer&• or other autual haile cyclone, or fire 

insurance ca.pany, autual ditch or irrigation company, 

11utual or cooperative telephone ca.pany, or like 

organization of ·a purely local character9 the income of 

which consists solely of assess•ents, dues, and fees 

collected from members for the sole purpose of meeting Its 

expenses; 

(i) cooperative association or corporation engaged in 

-2- T H I R D R E A D I N G 
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the business of operating a rural electrification system or 

syst,~ms for th-e transmission or distribution of electrical 

energy on a cooperative basis; 

(j) corporations or associations organized for the 

exclusive purpose of holding title to property. collecting 

lnca.e therefrom, and turning over the entire amount 

thereof• less expenses, to an organization which Itself is 

exemp~ from the tax l•posed by this ti~le; 

(k) wool and sheep pool1 which is an association owned 

and operated by agricultural proclucers organized to mark-et 

association me~ers• wool and sheep, the lnco•e of which 

consists solely of assessments. dues, and fees collected 

from .embers for the sole purpose of meeting its expenses. 

Inco•e• for this purpose, does not include expenses and 

money distributed to members contributing wool and sheepw~ 

.Lla cgrpotwf:iM that gyal ifJ..es a$ a. ~~ 

International sales c.orggratiot 1QllCl unde~s;u:~~ 

g{_sect-IOQI, 99le gt UQa• of the Internal Revenue Code aQ£1 

that bas In effect tor tbe__entlrs taxable ~-4-Xalld 

tlfctiOO under federal Jaw to be treated aa a ~.__lf__a 

corporptlgn -o*es .u,b aq election yoder fedacal Jaw, each 

Qerson who at any tiae is a sbarebolde( of such corpgratfon 

is $11QJes1j to taxatign ynftr Jltle 15, cbaptgr 3Qs 00 the 

earn(•Dg$ And prqflts gf- j;hi:; ,DIS!: in the saee.-aiUID:U:.....-.aS 

groyjcf:ed hX fecferal lp for all p.eriodl for tfhicb-1Jle 
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election is effe,tiye. 

(2) In deterlliRing the Hceftse fee to be paid under 

this part. there shall not be Included any earnings derived 

from any public utility managed or operated by any 

subdivision of the state or from the exercise of any 

government~l function. 

(3) Any unrelated business lnco•e, as defined by 

section 512 of the Internal Revenue Code, 195~• as aaended, 

earned by any exempt corporation resulting tn a federal 

unrelated business Income tax liability cf more than $100 

shall be taxed as other corporation Income Is taxed under 

this title• An exe•pt corporation subject to taxation on 

unrelated business inca.& 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 z. Section 15-30-111• MCA, is amended to read; 

•15-30-111·. Adjusted gross 1 nCOIJ8• ( 1) Adjusted gross 

income shall be the taxpayer•s federal inco•e tax adjusted 

gross Income .as defined in section 62 of the Internal 

Revenue tode o~ 1954 or as that section may be labeled or 

aaended and in addition shall Include the following: 

(a) ·t nterest received on obll gat tens of another state 

or terrf~ory or county, ~nlclpallty, district, or other 

political subdivision thereof; 
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(b) refunds received of federal income tax, to the 

extent the deduction of such tax resulted in a reduction of 

Montana Income tax liability. 

(Z) Adjusted gross inco11e does not Include the 

following whfeh are exempt froa taxation unde~ this chapter: 

(a) Interest inco•e from obligations of the United 

Stat11s governMent, the 

municipality, district, 

ther~of; 

state 

or other 

of Montana, county, 

political sUbdivision 

(b) all benefits received under the Federal Employees• 

RetireMent Act not in excess of $3,6001 

(c) all benefits paid under the teachers• retirement 

law which are specified a5 exempt from taxation by 19-4-706; 

(d) all benefits paid under The Public Employees• 

Retirement System Act Nhich are specified as exempt from 

taxa-tion by 19-3-105; 

(e) all benefits paid under the highway patrol 

retirement law which are specified as exempt from taxation 

by 19-6-7051 

Cf) all Montana inco~ tax refunds or credits thereof; 

(g) all benefits paid under 19-11-602• 19-11-604, and 

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

surviving spouses and orphans; 

(h) all benefits ~aid 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) In the case of a shareholder of a corporation with 

respect to which the election provided for under subchapter 

s. of the Internal Revenue Code of 1954• as aaendedt Is in 

effect but with respect to wh1ch the election provided for 

under 15-31-202• as amended, is not In effect, adjusted 

gross inco111e does not include any pal"t of the corp·oration•s 

undistributed taxable income, net operating loss9 capital 

gains or other gains, profits• or losses required to be 

Included in the shareholder•s federal ineoee tax adjusted 

gross income by reason of the said election under subchapter 

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

include actual distributions fro• the corporation to the 

extent they would be treated as taxable dividends If the 

subchapter s. election were not in effect. 

UJ-~UJlglder of a PIS!; :tbii1Ll.L_IlUIIIIL-1J:~bA 

ldU:illlUf.lgn I I !;AIIU tax undu-1.2;:J.l::l2Ul.J..U~U I ns;}yde 

.La_bis adJusted gross luo-_tbe Pl[pings agd prgfU:& of the 

~~be saae manner as gtpwlded by federal )•w tiection 

.2.2.L IDte(nfl Beyenug CJxle.l__fgr all perio.d..:i_fgr which the 

~ elgctlon Js effective.• 

Section 3. Applicability. This act applies to taxable 

years beginning after Oece•ber 31• 1981. 

-End-

S8.3~/ 
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SENATE BILL NO. 361 

INTROOUCEO BY LEE. GOOOOVER 

A BILL FOR AN ACT ENTITLED: uAN ACT TO EXEMPT UOHESTIC 

INTERNATIONAL SALES CORPORATIONS FROM THE CORPORATE LICENSE 

TAX; AND TO TAX THE SHAREHOLDERS OF DOMESTIC INTERNATIONAL 

SALES CORPORATIONS; AMENDING SECTIONS 15-30-111 AND 

15-31-102~ MCA." 

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

Section 1. Section 15-31-102, MCA, is a~nded to read: 

•15-31-102. Organizations exempt fro~ tax -- unrelated 

business income not exempt. 11) Except as provided in 

subsection (3)• there shall not be taxed under this title 

any sncome received by any: 

{a) labor. 

organization; 

agricultural, or ho.-ticul tural 

(b) fraternal beneficiary, society• order. or 

association ope.-atin9 under the lodge system or for the 

exclusive benefit of the me~bers of a fraternity it~elf 

operattng under the lodge system and providing for the 

payment of life, sick, accident~ or other benefits to the 

members of such 5ociety, order, or association or their 

dependents; 

(C) cemetery company owned and operdted e~clusively 
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for the benefit of its me~bersi 

(d) corporation or association organized and operated 

exc lusi vel y for re1igious9 charitable. scientific9 or 

educational purposes. no part of the net income of which 

inures to the benefit of any private stockholder or 

individual; 

(eJ ousiness leaque, chambe~ of com•erce, 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 

individual; 

(f) civic lea9ue or organization not orgdnized for 

profit but operated exclusively for the pro~otion of ~ocial 

welfare; 

191 club organized and operated exclusively for 

pleasure• recreation, and other nonprofitable purposes. no 

part of the net income of Nhich inures to the benefit of any 

private stockholder or members; 

(h) farmers• or other mutual hail, cyclone, or fire 

insurance company• mutual ditch or irrigation company. 

mutual or cooperative 

organization of a purely 

which consists solely 

telephone company. 

1 ocal character, the 

of assessments~ dues • 

or 1 ike 

l ncome of 

and fees 

collected from members for the sole purpose of meeting 

expenses; 

its 

(i) cooperat1ve association or corporation engaged in 

-z- SB 361 
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the business of operating a rural electrification system or 

systems for the transMission or distribution of electrical 

energy on a cooperative basis; 

(jJ corporations or associations organized for the 

e~clusive purpose of holding title to property~ collecting 

income therefrom, and turning over the entire dmount 

thereof, less expenses. to an organization which itself is 

exempt fro~ the tax amposed by this title; 

(kJ wool and sheep pool, which is an association owned 

and operated by agricultural producers organized to market 

association members• wool and sheep. the income of which 

consists solely of assess~nts. dues. ana fees collected 

fro• aembers for the sole purpose of meeting its expenses. 

Income. for this purpose, does not include expenses and 

1110ney dist.-i.buted to llteltbers contributing wool and sheep•l 

iU~!.J!:Q!ation ~1 __ g~fies _ __!L__~-2.Q_~stic 

.i.!!ll_[Q!!i.Q~ 1 __ sal e~_£.2!:122!.~tl on ~!Kl_~!.._!;t!e prov i_! ions 

of sectio~991..! et seq., of the--l!!.!.ernat Revenue Code _.5!!!!! 

that has in effect for the entire !!r.~lli year a yal ld 

etes!ion under feder~J law to be treated as a orsc. 1!_~ 

~~~!12!L~!es such an elecli2!LY.!l2er fSI..i.Ll!!!tt-~ 

l!:!!.!_!!l!!~~!l!.....!i•e is a shar,eho1!!!Lof such_ corporation 

ll-~!:!!!l!£L_!Q _ _H~ti on u!!_2!!!_ Tit t~L.2!f.t!!~r 30, on the 

!'f!.!!.illiJ~-~_ru:Qfil!_2!_!!lls OlSLi.n the sa~- .anner as 

2!.2! i ded__Ju __ f !~ 1 aw for atl--l!!r i ods_f,!!L.vh ich~ 
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~1ecll2.!!_!..Leff!t£ti ve. 

(2) In deter•ining the license fee to be paid under 

this part, there shall not be included any earnings der&ved 

from any public utility aanaged or operated by any 

subdivision of the state or from the exercise of any 

governmental function. 

(3) Any unrelated business inco~~~e. as defined by 

section 512 of the lnte~nal Revenue Code• 1954• as amended. 

earned by any exe•pt corpora~ion ¥esulting in a fede~dl 

unrelated business i nco.me tax I i abi I i ty of tno~e than $100 

shal1 be taKed as othe~ corporation jncome is taxed under 

this title. An exe•pt co~poration subject to tax~tion on 

unrelated business inco•e under this section must file a 

copy of its federal exempt organization business income tax 

return on which it reports its unrelated business inco~ 

with the department of revenue.• 

Section z. Section 15-30-111., MCA• is aMended to read: 

•15-30-lll• Adjusted gross inco.e. (1) Adjusted gross 

income shall be the taxpayer's federal income tax adjusted 

qross income as defined in section 62 of the Internal 

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

aeended 4nd in addition shall include the following: 

fa) interest ~eceived on obligations of another 5tate 

or territory or county• lfllmicipality• c:Jistrict. or other 

pQli.tical subdivis&on thereof; 

-4- SB 361 
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(b) refunds received of federal income tax,. to the 

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

Montana income tax liability. 

(2) Adjusted gross in<Oifte does not include the 

following which are exempt from taxation under this chapter: 

fa) interest incoMe fror~ obligations of the United 

States government. • the state of Mont.an.a~,. county• 

municipality• district• or other political 

thereofi 

subdivision 

(b) all oenefits received under the Feder-al Employees• 

Retire.ent Act not in excess of $3.600; 

(c) all benefits paid under the teclchers• retiretne"nt 

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

(d) all benefits paid under The Public Employees• 

Retirement System Act which are specifi~d as exempt from 

taxation by 19-3-105; 

(~) a11 benefits paid u~er- the highway patr-ol 

retire.ent law which are specified as exemp~ from taxation 

by 19-6-705; 

Cf) all Montana incoMe tax refunds or credits thereof; 

(9} all benefits paid under 19-ll-602• 19-ll-604, and 

19-11-605 to retired and disabled firefighters 9 their 

survivanq spouse~ and orphan~; 

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

25 for the police•en•s retire•ent syste~ 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 under subchapter 

s. of the Internal Revenue Code of 195~, as amended, is in 

effect but with respect to which the election provided for 

under 1~-31-202• as aMended• as not in effect, ddjusted 

gross tnco~e does not include any par-t of the corporation•s 

undistributed taxable inco~e. net operating loss. capitdl 

gains or other gains, pr-ofitS9 or- lossea required to be 

included in the shareholder's federal income tax adjusted 

gross income by reason of the said election under subchapter 

s. However, the shareholder•s adjusted gross income shall 

include actual distributions fro• the corporation to the 

extent they would be treated as taxable ~ividend~ if the 

subchapter s. election were not in effect. 

ill_~_!haJ:!hold.!£-2.L~-OISU!!!!LiL.-.!!XeiRJ;!,L_frolll __ !.!!!! 

£~Rf!rati2!:! __ !i~£!!~~.! under 15-J!-1031!11!..1 shall include 

~his a!!J!:!~!ed_.9.!.!!ss i nco.e the edrn i!,!9~!!!L...e.!:Of i t:s of t.he 

OIS~-l~-~-~~-'"a!!!!er -~~vi ded !!L.federal !2!!_(section 

~2 __ lrr~e..-~~-l--~~-~~1 ___ r2!-~!l-eeri~f2L-whicn_~ 

DISC_~~£.tio!!._l~~f~UJ..~" 

Section 3. Applicability. This act applies to taxable 

year~ beginning after December 31• 1981. 

-End-
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