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J/.rw.,.AO Bill NO.~ 
/ 

INT•noucro BY ~~_, / .,.. 
/ 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO LIHIT A HONTA:lA 

CORPORATE TAXPAYER TO THE USE OF ONLY THOSe DEDUCTIONS StT 

FORTH IN SCCTION 15-31-114, HCA; AND TO DISALLOW THE USE uF 

FEDERAL INTERNAL REVENUE CODE DEDUCTIONS IN THE CALCULATION 

OF NET INCOME FOR MONTANA CORPORATION LICENSE TAX PURPOSE>; 

AMENDING SECTION 15-31-113t HCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY DATE.• 

WHEREAS• the Montana Supreme Court has developed by 

case law a judicial doctrine of incorporating the deductions 

contdined in the federal Internal Revenue Code into the 

definition of •net income• for Montana corporation license 

tax purposes. 

THEREFOPEt it is the intent of this Dill to abrogate 

this judicial interpretation and provide that the only 

deductions allowabl~ in calculating net income are those 5et 

forth In section 15-31-114., HCA, and not any deduction 

contained in the federal Internal Revenue Code unl~ss 

~pecifically provided otherwise by Montana statute. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONfANA: 
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Section 1. Section 15-31-113, MCA• is amended to read: 

•15-31-113. Gross income and net income. (1) The term 

•gross income• means all income recognized in dete~~ining 

the corporation•s gross inco~e for federal income tax 

purposes and: 

(a) including: 

(i) interest exe~t from federal income tax; 

(ii) the portion of gain from a liquidation of the 

reporting corporation not recognized for federal corporate 

income tax purposes pursuant to sections 331 through 337 of 

the Internal Revenue Code (as those sections may be amended 

or renutDbered) attributable to stockholders, Gither 

individual or corporate. not subject to Hontana income or 

lic~nse tax under Title 15., chapter 30 or chdpter 31 1 as 

appropriate, on the gain passing through to the s·toc::kholders 

pur~uant t~ federal law; and 

(b) excluding gain recognized for federal tax purposes 

as a shareholder of a liquidating corporation pursuant to 

sections 331 through 337 of the Internal Revenue Code (as 

those sections may be amended or renumbered) when the gain 

is required to be recognized by the 1 iquidating corporation 

pursuant to subsection (l)(aJ(ii) of this section. 

(?) Th'O.' term •nl.!t income" means the gross income of 

th•"'!- corporation less 'the only those deductions set forth in 

15-31-114. The definjtjon of p.~t jncomg set forth jn thjs 
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~ion may not be construed to allow ~ deductjon 

1 ~ained in the federal Internal Reyeoye Code unless tbdt 

3 .ue..wtc:ti pn j s. exvrs:ssl y proy i ded for i a -this chapter. 

4 (3) No corporation is ~xempt fro• the corporation 

5 license tax unless specifically provid~d for und~r 

6 15-31-101(3) or 15-31-lOZ. Any corporation not subject to or 

7 liable for federal inco~e tax but not exempt from the 

8 corporation license tax under 15-31-101(3) or 15-31-102 

9 shall compute gross income for corporation license tdx 

10 purposes in the same •anner as a corporation that is subject 

11 to or liable for federal inco11e tax ~ccording to the 

12 provisions for determining gross income in the federal 

13 Internal Revenue Code in effect for the taxable year.• 

14 HEW SErliDN. Section 2. Severability. If a part of 

15 this act is invalid,. all v.31id parts that ar-e severable fr"ll 

16 the invalid part re•ain in effect. If a part of thi5 act is 

17 invalid in one or more of its applications. the part remains 

18 in effect in all valid applications that are severable fro• 

19 the invalid ap~lications. 

20 NEW SECTION. Section 3. Effective date 

21 applicability date. This act is effective on pas5cge dOd 

22 approval and applies to taxable years beginning after 

23 December 3ly 1982. 

-End-

-3-



' STATE OF MONTANA . . 286-83 REQUEST NO. _____ __.___ __ 

FISCAL NOTE 

F11r111 BIJ-15 

In compliance with a written 

fur House Bill 550 

January 31, 83 
request received 19 __ , there is hereby submitted a Fiscal Note 

pursuant to Chapter 53, Laws of Montana, 1965'- Thirty-Ninth Legislative Assembly. 

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

House Bill 550 limits a Montana corporate taxpayer to the use,of only those deductions 
set forth in Section 15-31-~14, MCA; disallows the use of Federal-Internal Revenue 
code deductions in the calculation of net income for Montana corporation license tax 
purposes; and provides an immediate effective date and an applicability date. 

FISCAL IMPACT: 

It is not possible to know how many corporations may have potential deductions 
allowed under federal law which are not expressly permitted by state law. On the 
basis of research done in connection with litigation, it is believed that, if all 
such deductions were disallowed, the state would collect $1,200,000 in additional 
corporation license tax revenue annually. In the absence of this provision, corporation 
license tax collections will drop below current estimates if greater numbers of 
taxpayers avail themselves of such deductions. 

; ' 

,' 
FISCAL NOTE lO:P/1 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: (_ • "3- - 'g" 3 

,, i 
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NO. ~ J.lc,.v ..o Q BILL 
/ 

INT•nDucro •JY ~_.~&~e;_,J;;z.~'~--------------
..-

BY REUUEST OF THE DEPARTMENT OF REVENUE 

A BilL FOR AN ACT ENTITLED: •AN ACT TO liMIT A HONTAtlA 

CORPORATE TAXPAYER TO THE USE OF ONLY THOSE DEDUCTIONS StT 

FORTH IN SCCTION 1S-31-114t MCA; AND TO DISALLOW THE USE UF 

FEDHAL INTERNAl REVENUE CrJDE DEDUCTIONS IN THE CALCULATION 

UF NET INCOHE FOR MONTANA CORPORATION liCENSE TAX PURPuS~S; 

AMENDING SECTION 15-31-113, MCA; ANO PROVIDING AN IHH.DIATE 

EFFrCllVE DATE AND AN APPLICABILITY DATE.• 

~HEREAS• the Montana Suprese Court has developed by 

case law a judicial doctrine of incorporating the deductions 

contained in the feder-al Int:ernal Revenue Code in·to the 

definition of •net inca.e• for Montana ~orporation lic~nse 

ta.-: pu.-poses. 

THEREFO~E, It is the intent of this Dill to dbroqate 

t.his judicial interpn~tation and provide that the only 

deductions allowabl~ in calcul~ting net income ar~ those ~et 

forth In section 15-31-114 .. MCA• and not any d~duction 

containpd in the federal Internal Revenue '-ode unl<-t~s 

soecifically provided othe.-wise by Montana statute. 

BE IT ENACTED BY THE LEGISLATURE OF THE SlATE OF HUNfANA: 
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LC 1227/01 

SP.ction 1. Section 15-31-113• MtAw is aMended ·to read: 

"15-31-113. Gross income and net income. (1) T~ ter~ 

•gross income• means all inca.e recognized in det.er~ining 

the corporation's gross income for federal i OCOIIIe t.aX 

purposes and: 

(a) including: 

(i) inter~s~ exe•pt from federal income tax; 

Cii) the portion of gain from a liquidation of the 

repo.-tin~ corporation not recognizea for federal corporate 

income tax purposes pursuant to sections 331 through 337 of 

the Internal Revenue Code (as those sections may ne dmended 

or renu•bered) attributable to stockholders, either 

individual or corporate, not subject to ~ontana income or 

licanse tax under Title 15• chapter 30 or Chdpter 3lw as 

app.-opriate, on the gain passinq through to the stockholders 

pursuant to federal law; and 

(b) excludin9 gain .-ecoqnized ~or federal tax purposes 

as a shareholder of a liquidating corporation pursuant to 

sections 331 through 337 of the IntPrnal Revenue Code (ds 

those sections may be amended or renumbered) when the gain 

is .-equin:-:d to be recognized by the I iquidating corporation 

pursuant to subsection (l)(a)(ii) of this section. 

(2) Th~ term •n~t inco~e• MP.ans the gross income of 

th·~ corporation less ~he only thpse deductions set for"th in 

15-31-114. lhe defjojtjoo gf n~t jncome set forth In thjs 

SECOND R E A D I N G 
-?-
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~lAD__may not be con>trued to allow~ dedyctioo 

2 .kJIDtajoed i o the federal Internal aeyenue Cgde uo] ess tbsJt 

3 dedyctioo is expressly oroyided tor jo tbi$ cbdptar. 

4 (3) No corporation is exempt f~om the corporation 

5 license tax unless specifically pr-ovided for- und.:r 

6 15-31-101(3) or 15-31-102. Any corporation not subject to or 

7 liable for federal income tax but not exempt from the 

8 corporation license tax under 15-3!-101(3) or 15-31-102 

9 shall compute gross inca.e tor corporation license tdx 

10 purposes in the same manner as a corporation that is subject 

11 to or liable for federal income tax according to the 

12 provisions for determining gross incOMe In the federal 

13 Internal Revenue Code in effect for the taxable year.• 

14 NEW SFCTIQN. Section 2. Soverabi I ity. If a part of 

15 this act is invaJid7 all valid parts that are severable fr~• 

16 the invalid part re•ain in effect. If a part of this act is 

11 Invalid in one or more of its applications, the part r~•ains 

18 in effect in all valid applications that are severable fro• 

19 the invalid ap~lications. 

20 NEW SECTION. Section 3. Effective date 

21 applicability date. This act is effective on pass~ge dnd 

22 approval and applies to taxable years beqinning after 

23 December 31, 1982. 

-End-

-3-
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JJ,., ' 4 Q BILL NO. ~ 
INTRODUCED BY ;:::.'' ..,c!"c;;:,,.cl' 

/ 
BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO LIMIT A MONTANA 

CORPORATE TAXPAYER TO THE USE OF ONLY THOSE DEDUCTIONS SET 

FORTH IN SECTION 15-31-11'>• KCAI AND TO DISALLOW THE USE OF 

FEO~RAL INTERNAL REVENUE CODE DEDUCTIONS IN THE CALCULATION 

OF NET INCOME FOR MONTANA CORPORATION LICENSE TAX PURPOSES; 

AMENDING SECTION 15-31-113• MCA; AND PROVIDING AN IMMEDIATE 

EFFeCTIVE DATE AND AN APPLICABILITY DATE.• 

WHfREAS~ the Mon~ana Supre.. Court has developed by 

case law a judicial doctrine of incorporating the deductions 

contained in the federal Internal Revenue_Code into the 

definition of •net incoae• for Montana corporation license 

tax purposes. 

THEREFORE. it is the intent of this bill to abrogate 

this judicial interpretation and provide that the only 

deductions allowable in calculating net income are those set 

forth In section 15-31-114• HCA• and not any d~ductiun 

contained in the federal Internal Revenue Code unless 

specifically p~ovided otherwise by Montana statute. 

BE IT ENACTEO BY THE LEGISLATURE OF THE SlATE OF MONTANA: 

1 

2 

3 

.. 
5 

6 

7 

8 

9 

10 

11 

12 

13 

lit 

15 

16 

ll' 

18 

19 

20 

21 

22 

23 

?.It 

Z5 

LC 1221'/01 

Section 1. Section 15-31-113• MCAw is a8ended to read: 

•15-~1-113. Gross inca.e and net income. {1} The ter• 

•gross inca.e• aeans all incaae recognized in deteraining 

the corporation•s gross income ~or federal incoee tax 

purposes and: 

(a) Including: 

{i) interest exe~t froa federal lncoae tax; 

(li) the portion of gain fro• a liquidation of the 

reporting corporation not recognized for federal corporate 

incOMe tax purposes pursuant to sections 331 through 337 of 

the Internal Revenue Code (as thOse sections aay be ~nded 

or renullbered) attributable to stockholders. either 

individual or corporate• not subject to ~ntana lncoee or 

license tax under Title·l5• chapter 30 or chapter 31• as 

appropr·iate9 on the gain passing through to the stockholders 

pursuant to federal law; and 

(b) excluding gain recognized for federa} tax purposes 

as a shareholder of a liqUidating corporation pursuant to 

sections 331 through 337 of ~he Internal Revenue Code (as 

those sections may be amended or renumbered) when the gain 

is required to be recognized by the liquidating corporation 

pursuant to subsection (1)(a)(ii) of this section. 

{2) The ter• •net income• .eans the gross inco•e o~ 

the corporation less ~ poly those deductions set forth in 

15-31-114. The definjtjgn gf n~~!~~ Set fprth jn thia 

T H I R D R E A D I N G 
-2-
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1 ••ti90 MY apt be s;;pnd:rfWI t;g allow •y dedyct;;oo 

2 Ufll•lncd In 1;ha f@deraJ IpUrnal BtyBJ)U• Cgda yole1J ttwt 

3 deductim is exPressly groyjded fpc In t:bis cbaptar. 

• (3) No corporation is ex""'Pt frow the corporation 

5 license ~ax unless speci~ically provided for under 

6 '15-31-101(3) or 15-31-102. Any corporation not subject to or 

7 1 iabll!l ¥or· 'federal lnco.e tax but not. exeapt fr011 the 

a corpo~atlon licea&e tax under 15-31-101(3) or lS-31-102 

9 shall ca.pute ~roas inco.e for corporation license tax 

10 purposes In the sa.e •anner • a corpot"ation that is· subject 

11 to or liable for federal Inca.. tax according to the 

12 provisl4ns f~ deter•lnlftg gross lncaee in the feder•l 

13 Internal Revenue to4e in effect for· the taxable year.• 

14 NfM SfCTIQI. Section 2. Severability. If a part of 

15 this act Is lnvalidy all valid parts that are severable fro• 

16 the invalid part re8ain In effect. If • part of this act i• 

ll Jnv~lid In one or .are of its applications. the part re.ains 

18 In effect In all valid applications that; are severable fro• 

19 the Invalid applications. 
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N.EM Sf£II(JII. Section 3• Effec"tJve 

applicability date. This act Is effective 

approval and applies to taxable r••rs 
Dece.ber llt 19BZ. 

-End-

-3-

date 

on pas5age and 

beginning after 


