HOUSE BILL NO. 550

Introduced: 01/28/83

Referred to Committee on Taxation: 01/28/83
Hearing: 2/3/83
Report: 03/17/83, Do Not Pass

Objection: 3/17/83

2nd Reading: 03/22/83, Do Pass

3rd Reading: 03/23/83, Do Pass

Transmitted to Senate: 3/23/83

Referred to Committee on Taxation: 03/24/83
Hearing: 3/31/83

Report: 4/1/83 Be Not Concurred In
Bill Killed: 04/01/83
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_‘%1&&& BILL NO. _ﬁo
#
INTRODUCED BY W&fﬁr

-~
BY REQUEST OF THE DEPARTMENT OF REVENUE

A BILL #OR AN ACT ENTITLED: ™AN ACT 7TO LIMIT A MONTANA
CORPORATE TAXPAYER TO THE USE OF ONLY THOSE DEDUCTIONS SET
FORTH IN SCCTION 15-31-11%s MCA; AND TO DISALLOW THE USE UF
FEDERAL  TNTERNAL REVENUE CODDE DEDUCTYIONS IN THE CALCULATION
OF NET INCOME FOR MONTANA CORPORATION LTCENSE TAX PURPOSES;
AMENDING SECTION 15-31-113s MCA; AND PRUVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILITY DATE.™

WHEREASe the Montana Supreme Court has developed by
case law a judicial doctrine of incorporating the deductions
contained in the federal 1Internal Revenue Code into the
definition of "net income” for Montana corporation license
tax purposese

THEREFNREy dt is the intent of this pill to abrogate
this judicial interpretation and provide that the only
deductions allowable in calculating net income are those set
forth in section 15~31-1l4y HMCAy and not any deduction
contained in the federal Internal Revenue Code wunless

specifically provided ctherwise by Montana statute.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNFfANA:
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Section le Section 15-31-113 MCAs is amended to read:

"15-31~113« Gross income and net income.
"groass income®™ means all income

the corporation's gross income

purposes andgs

{a) including:

for federal

recognized

in

{1) The term
determining

income tax

{i) interest exempt from federal income tax;

(ii) the portion of gain

from a tliquidation 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 renumbered) attributable

to

stockholdersy cither

individual or corporates not subject to Montana income or

license tax under Title 15, chapter 30

or

chdpter 31y as

appropriates on the gain passing through to the stockholders

pursuant to federal Yaw; 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

these sections may be amended or renumbered} when the gain

is required to be recognized by the liguidating

corporation

pursuant to subsection {1){a)(i21) of this sections

{2) The term ™pnet income"™ means the gross income of

tha corporation less #he oply those deductions set forth in

15-31-114. Jhe definjtion of p2t income
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section _may .not De construed . ta ollow any deduction
contained in__the foderai Internal Revenue Codg unless that
deduction is ¢xpressly provided for in this chapters

{(3) No corporation is exempt from the corporation
license tax unless specifically provided for under
15-31-101(3) or 15-31-102. Any corporation pot subject to or
Jianle for federal income tax but not exempt from the
corporation license iax under 15-31-101(3) or 15-31-1uU2
shall compute gross income for corporation lYicense tax
purposes in the same manner as a corporation that is subject
to or liable for federal income tax according to the
provisions for determining gross income in the Ffederal
Internal Revenue Code in effect for the taxable years™

NEH_SECTIONe Section 2« Severabilitye If a part of
this act is invalide all valid parts that are severable from
the invalid part remain in effect, If a part of this act is
fnvalid in one or more of its applicationss the part ramains
in effect in 3ll1 valid applications that are severable from
the invalid applicationses

NEM SECTIONe Section 3. Effective date —_
applicability dates This act is effective on passage and
approval and applies to taxable vyears beginning after
December 3ls 1982.

—End~-
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STATE OF MONTANA 286-83

REQUEST NO. “°07°7
FISCAL NOTE
Furm BD-15
) nuary 31 83 ‘ . .
In compliance with a written request received Ja y ’ , 19 , there is hereby submitted a Fiscal Note

for __House Bill 550

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 15-31-114, 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 10:P/1

. s .
G;;;;)CIAJVL4SP*FV\V'
BUDGET DIRECTOR
Office of Budget and Program Planning

Date: _ &=~ 3 -¥3
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committee on taxation

Recommend do not pass

Objection Raised to

Adverse Committee Report

M BILL NOD. éLO
)
INTRADUCED AY Md?.;/

-~
BY REQUEST DF THE DEPARTHMENY OF REVEWNUE

A BILL FOR AN ACT ENTITLED: ™AN ACT TOU LIMIT A HONTANA
CORPORATE TAXPAYER TO THE USE OF ONLY THOSE DEQUCTIONS StT
FORTH IN SCCTION 15-31-1144 MCA; AND TO DISALLOW THE USE UF
FEDERAL INTERNAL REVENUE CODE DEDUCTIONS IN THE CALCULATION
UF NET INCOME FOR MONTANA CORPORATION LICENSE TAX PURPUSES;
AMENDING SECTION 15-31-113, MCA; AND PROVIDING AN IMMeEDIATE

EFFFCTIVE DATE AND AN APPLICABILITY OATE.®

WHEREASy the Montana Supreme Court has developed by
case law a judicial doctrine of incorporating the deductions
contained in the federal Internal Revenue Lode into the
definition of "net income™ for Mantana corporation license
tar purposess

THEREFNFEy it is the intent of this pill to abrogate
this judicial interpretation and provide that the only
deductions allowable in calculating net income are those set
forth iIn section 15-31-1ll4s MCA» and not any deduction
contained in the federal Internal Revenue (ode uniess

specifically provided otherwise by Montana statute.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA:
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Section l. Section 15-31-113s MCAy is amended to read:

m15-31-113. Gross income and net incomee (1) The term
"gross income™ means ail income recognized in determining
the corporation's gross income for fFederal income tax
purposes and:

{a) including:

ti) interast exempt from federal income tax;

{ii) the portion of gain from a liquidation of the
reporting corparation not recognized for federal corporate
income tax purposes pursudant to sections 331 through 337 of
the Internal Revenue (ode (as those sections may be awended
or renumbered) attributable to stockholdersy zither
individual or corporates not subject to Montana income or
licanse tax under Title 15y chapter 30 or chapter 3is as
appropriaters on the gain passing thrcugh to the stockholders
nursuant to federal laws 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 (ode (as
those sections way be amended or renumbered) when the gain
is required to bhe recognized by the liquidating corporation
pursuant to subsection [l)(a)(ii) of this sectione

(2y The term "net income™ mrans the gross income of
the corporation less eme only these deductions set forth in
15-31-114. Ihe defipition _of not income set forth in this

SECODND READING
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section moy pot be construed to allow apy deduction
contained i the fegd 1_Io 1.4 Cod 1 Ly
i . - assl ideg € in_thi |

{3} No corporation is exempt from the corporation
license tax uniess specifically provided for wunder
15-31-101(3) or 15—-31-102. Any corporation not subject to or
liable for federa' income tax but not exeapt from the
corporation license tax wupder 15-31-101¢3) or 15-31-102
shall compute qross income Ffor corporation license tax
purposes in the same manner as a corporation that is subject
to or liable for federal income tax according to the
provisions for determining gross income in the federal
Internal Revenue Code in effect for the taxable year.™

NMEMW _SECTIOMs Section 2. Severability. If a part of
this act Is invalidy all valid parts that are severable from
the invalid part remain in effects If a part of this act is
Invalid in one or mere of its applicationss the part ramains
in effect in all valid applications that are severable from
the invalid applicationse

NEW_SECTIDONg Section 3« Effective date —
applicability date. This act is effective on passzge and
approval and applies to taxable years beginning after
Decemher 31y 1932.

—End—
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MBILL NO. .ﬂg

INTRODUCED BY e,

BY REQUEST OF THE DEPARTMENY OF REVENUE

A BILL FOR AN ACT ENTITLED: ™AM ACT TO LINIT A MNONTANA
CORPORATE TAXPAYER TO THE USE OF ONLY THOSE DEDUCTIONS SET
FORTH IN SECTION 15-31-11%s WMCA: AND TO DISALLOW THE USE UF
FEDERAL INTERNAL REVENUE CODE DEDUCTIONS IN THE CALCULATION
GF NET INCOME FOR MONTANA CORPORATION LICENSE TAX PURPOSES;
AMENDING SECTION 15-31-113y MCA; AND PROVIDING AN IMMEDIATE
EFFECTIVE DATE AND AN APPLICABILITY DATE.™

WHEREAS+s the Hoﬁtana Supreme C(ourt has developed by
case law a judicial doctrine of incorporating the deductions
contained in the federal iInternal Revenue Code into the
definition of "net incoma® for Montana corporation license
tax purposes.

THEREFOREy It is the intent of this pill to abrogate
this judicial interpretation and provida that the only
deductions allowable in calculating net income are those set
forth in section 15-31-114¢ MCAy and not any deductiun

contained in the federal Internal Revenue C(ode unless

specificelly provided otherwise by Montana statutea

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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Section le Section !5-31-113; MCAy is amended to read:

#15-31-113«s Gross incowme and net incomee {1} The term
=gross income® seans all income recognized in determining
the corporaticn®s gross income for federal income tax
purposes ands

{a) including:

{i} interest exempt 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 Revemue Code tas those sections may be amended
or renumbered) attributable to stockholderss either
individual ‘or corporates not subject to Montana income or
licanse tax under Title 15+ chapter 30 or chapter 31y as
appropriates on the gain passing through to the stockholders
pursuant to federal law; and

tb} excluding gain recognized for federal tax purposes
as a shareholder of a liguidating 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 liquidating corporation
pursuant to subsection {l)(a){ii} of this section.

{2y The term ™net income® means the gross income of
the corporation less #he gnly those deductions set forth in
15-31-114. Ihe defipition _of ngi income set forth in this

THIRD READING
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{3) No corporation is eaxempt from the corperation

license tax unless specifically provided for under

“15~31=101(3) or 15-31-102. Any corporation not subject to or

liabla for feceral Income tax but not exempt from the
corpgration ‘Jicense tax under 15-31-101{3}) or 15-31-102
shall compute gross income for corporation license tax
purposes Iin the s3me wanner a3 a corporation that is subject
to or Jliable for faderal iIncome tax according to the
provisions for dJetarwining g¢gross inceme in the federal
Internal Revenus Code in effect for the taxable year.”

BEM_SECTIOM. Section 2. Severabilitye If a part of
this act is invalidy ali valid parts that are severable fros
the invalid part remain In effect. 1I1f a part of this act is
invalid In one or more of its applicationss the part ramains
in effect in all valid applications that are Severadble from
the invalid applications.

NEW _SECTI(QNe. Section 3« Effective date ——
applicability dates This ack is effective on passage and
approval and applies to taxable years beginning after
December 31, 1982.

-End-
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