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1 < Bl NO. TTS w 1 Repartaent _of Revenue: et alss Defendants and Respondentss
2 INTQODUCED BY :Zri;éu**Jih?Ailr ‘jZvaf ?? 2 Cause Noe 81~-5289y and has filedy through its Revenye
P// f?ahsz :22%5' #d§7 "Z}évkj;%zélﬁqu 3 gversight Committeey, an Amicus Curiae brief in support of
A L N ¢F/ENTITLED: 'ANW 2% 4 the position of the Department of Revenue; and
szA !b“IP LUDED INTEREST I:fgﬂ& FOR MONTANA C RPORATIGN Wit dive: 5 WHEREASy the Department of Revenue is presently seeking
6 LICENSE TAX PURFOSES; TO APPLY THE DISALLOWANCE OF DEBUCTIUN & to have the yUnited States Supreme Lourt review the mattere
7 RETROACTIVELY TD AtL TAXABLE PERIODS ODURING MWHICH SUCH 7 and at this time other decisions are also being reviewed by
8 INCOME IS EXCLUDED FROM GROSS INCOME; AND PROVIDING AN 8 the United States Supreme Court that might have a bearing on
9 IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE." 9 the issue of the taxability of such income; and
10 10 WHEREASs in the interim uncertainty exists as to the
11 WHEREAS, the Montana Corporation License Tax aAct (Title 11 taxability of such income and claims for refund of tax and
Lz 15+ chapter 31y part 1) was inteadeds after the enactment of 12 returns of income will be made by <orpoerations based upon
I3 Chanter 634y Laws of 1979y to require all corporations to 13 the exclusion of such income; and
14 report and pay a tax upon all income derived from 14 NHEREAS the Legislature desires to maintain
15 obligations of the United S5tates or its agencies or 15 approximately the current level of revenue to state and
16 instrumentalities as permitted by Title 31+ section T4Zs . 16 local government; and
7 United States Lode; and 17 WHEREASy immediate legislative action is necessarye.
18 WHEREASs the Montana Supreme Court on September 23, 18 THEREFOREs it s the intent of the Legislature to
19 1982 (petition for vrehearing denied Oecember 6y 1982)+ 19 proportionately reduce the allowable deductions to all
20 decided in the case cited below that such income must Dbe 20 corporations for all taxable periods for which interest
21 excluded from the measure of the subject tax; and 21 income is excluded or claim for refund of tax is made upon
22 HWHEREASy the Legislature disagrees with the Montanas 22 such exclusion under claim of right under federal lawa
23 Supreme Court's decision in the case of Ejirst_  Federal 23
24 Savings __and _ Loon  Assocjations_ .3 _Federally Chagtered 24 BE TT EMACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
25 Assogiations gt _3les  Plaintiffs_ _ and _Appellonts _ Y. 25 Section 1. Reduction of deductions related to excluded
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incomea (1) A corporations taxable under Title 15+ chapter
3le part 1y that excludes interest from yross income which
would be taxable except for federal law must adjust its
allowable deductions for all taxable periods for which
interest is excluded in the following manner:

{a} the total amount of interest excluded from gross
income by federal law must be determinad;

{b) the total amount of all interest incame from all
sources must be determined;

(c) the ratio of excluded interest income to all
interest income must be determined; and

{(d) the total deductions allowable wunder 15-31-114
must be reduced by an amount determined by multiplying the
amount of dgeduction otherwise allowable by the ratio of
excluded interest te all interest income; howevers the
product of this calculation may not exceed the amount of
excluded interast incomee

[(2) Allowable deductions must be reduced with respect
to all corporations that exclude interest income otherwise
taxable upon returns filed for all taxable periods for which
such exclusion is claimed and for all taxable periods for
which a claim for refund is mades

Saction 2. Codification instructions Section 1 is
intended to be codified as an integral part of Title 15

chaoter 31y part le

-3
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Section 3. FEffective date —- applicavcility date. This
act is effective on passage and approval oand applies
retroactivelyy, within the meaning of 1-2-109y to toxable
periods beginning on and after December 31, 1978 (the
effective date of Chapter 634y Laws of 1979)s for which o
corporation has excluded interest income based upon federal
lan or for which a corporation has included interest income
and subseguently claims a refund of taxes paid based upon
fedaral law.

-End-



STATE OF MONTANA
REQUEST NO.

FISCAL NOTE

Form BD-13

in compliance with a written request received February 2, , 19 83 . there is hereby submitted a Fiscal Note
ror .. Senate Bill 335

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative 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:

Senate Bill 335 disallows deductions related to excluded interest income for Montana
corporation license tax purposes.

FISCAL IMPACT:

The fiscal impact of the proposed legislation would be to restore revenues which
would otherwise be lost as a result of the Montana Supreme Court decision in the

case of First Federal Savings and Loan Association, et al., v. Department of Revenue.
The anticipated revenue loss associated with this case is $9 million in corporation
tax refunds immediately upon adverse final disposition of the case, and at least §2
million to $3 million annually in foregone tax receipts.

LOCAL IMPACT: ’ :

Local governments would face the greatest burden of a reduction in revenues, since
80% of the corporation tax received from flnan0131 1nst1tut10ns is distributqd to o
local taxing jurisdictions.

-

FISCAL IMPACT 11:M/1

BUDGET DIRECTOR

Office of Budget and Program P1an'ning

Date: Lﬂ X< ?') ‘l




48th Legislature

1

2

ey

10
il
12
13
1%
15
16
17
18
12
c0
21
22
23,
24

- 29

LC 0965/01

Approved by committee

on Taxation
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LICFNSE TAX PURPOSES; TO APPLY THE DISALLOWANCE OF DEDUCTIUN
RETROACTIVELY TO ALL TAXABLE PERIODS DURING WHICH SUCH
INCOME (S EXCLUDED FROM GROSS TINCOME; ANU PROVIDING AN

IMMEDTATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

WHERFAS, the Montana Corporation iLicense Tax Act (Title
15+ chapter 3ls part 1) w2s intendeds after the enactment of
Chapter 634y Laws of 1974+ to require all corporations to
report and pay & tax wupon allt income derived from
obligations of the United 5tates or its agencies or
instrumentalities as permitted by Title 31y section T4Z,
United States Code; and

WHEREASy the Montana Supreme Court on September 23,
1982 (petition for rebeariny denied December 6y 1982)4
decided in the case cited below that such income must be
excluded from the measure of the subject tax; and

WHEREASs the Legislature disagrees with tne Montana
Supreme Court*s decision in the case of Figst Federal
2avings __and. _ Loan __Associatiopns 2  Feder2lly Chartered
Assogiations gt  alss _ Plointiffs___apd  _Appellants  ve
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Repartment of Revenues ot ales Defendants and Respondentss
Cause Hos 81-528y and has filedsy through its Revenue
gversight Comnittees an Amicus Curiae brief in support of
the position of the Department of Revenue; and

HHEREASs the Department of Revenue 'is presently seeking
to have the United States Supreme Lourt review the mattery
and at this time other decisions are also heing reviewed by
the United States Supreme Court that might have a bearing on
the issue of the taxability of such income; ang

WHEREASy in the interim uncertainty exists as to the
taxability of such income and claims for refund of tax and
returns of income will be made by corporations based upon
the exclusion of such income; and

WHEREASY the Legislature desires to maintain
approximately the current level of revenue to state and
leocal government; and

HHEREASy immediate legislative action is necessary.

THEREFOREy it is the intent of the Legislature to
proportionately reduce the allowable deductions to all
corporations for all taxable periods for which interest
income is excluded or claim for refund of tax is made upon

such excliusion under claim of right under federal Jawe.

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

Section la Reduction of deductions related to excluded

SECOND READING

S8 32¢
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income. (1) A corporations taxable under Title 15+ chapter
3ly part ls that excludes interest from gross income which
would bhe taxable except for federal law must adjust its
altowable deductions for all taxable periods for which
interest is excluded in the following manner:

(a) the total amount of interest excluded from gross
income by federal 1aw must be determinad;

(b) the total amount of all interest income from all
sources must be deterwined; ‘

{c} the vratio of excluded interest income to all
interest income mist be determined; and

{d) the total deductions allowable under 15-31-11%
must be reduced by an amount determined by multiplying the
amount of deduction otherwise allowable by the ratio of
excluded interest to all interest income; howevers the
product of this calculation may not exceed the amount of
excluded interest incqme.

{2} Allowable deductions must be reduced with respect
to all corporations that exclude interest income otherwise
taxable upon returns filed for all taxable periods for which
such exclusion is claimed and for all taxable periods for
which a claim for refund is madee

Section 2. Codification instructions Section 1 is
intended to be codified as an integral part of Title 15,

chaoter 31y part 1. .

LC 0965/01

Section 3. Effective date -- applicability date. This
act is effective on passage and approval and applies
retroactivelys within the meaning of 1-2-109» to taxable
periods beginning on and after December 31y 1974 (the
effective date of Chapter 6349 Laws of 1979)e for which a
corporation has excluded interest income based upon federal
1aw or for which a corporatiaon has included interest income
and subsequently claims a refund of taxes paid based upon

fFederal lawe

-End-
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LICENSE TAX PURPOSES; TO APPLY THE DISALLOWANCE OUF DEDUCTION
RETHGUACTIVELY TO ALL TAXABLE PERICDS ODURING WHICH SUCH
INCOME IS EXCLUDED FROM GROSS INCOME; ANO PROVIDING AN

IMMEOIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.™

WHEREASy the Montana Corporation License Tax Act (Title
15¢ chapter 31y part 1) was intendads after the enactment of
Chaoter 634y Laws of 1979, to require all corporations to
report and pa; a tax upon all income derived ¥from
obligations of the United States or its agencies or
instrumentalities as permitted by Title 31, section T4
United States Lode; and

WrnEREASs the Montana Supremz Court on  September 23,
1982 ({petition for rehearing denied December  6&» 1982)»
decided in the case cited pelow that such income qust ve
excluded from the measure of the subject tax; and

WHEREASs the Legislature disagrees with the Montana
Supreme Court's decision in the case of first Faderal
33vi0gs. _and_ _ _Loan _ Associations @ _Federally Chartered
Assgciotions gt _ _ alss.  Flajntiffs __ond Appellants  we
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Departoment of Reyepuer 2t ales Defendants aod Bespondentse
Cause Nos 81-528y and has fileds through its Revenue
Dversight Committees an Apigus (uriae brief in support of
the position of the Department of Revenue; and

WHEREASs the Department of Revenue is presently seeking
to have the United States Supreme Court review the matters
and at this time other Jdecisiaons are also being reviewed by
the United States Supreme Court that might have a bearing on
the issue of the taxability of such income; and

HHEREAgg in the interim uncertainty exists as to the
taxability of such income and claims for refund of tax and
raturns of income will be made by corporations based upon
the exclusion of such income; and

WHEREAS the tegislature desires to maintain
approximately the current level of revenue to state and
local government; and

WHFREASy immediate legislative action is necessary.

THEREFOREe it s the intent of the Legisloture to
proportionately reduce the allowable deductions to all
corporations for all taxable periods for which interest

income is excluded or claim for refund of tax is made upon

such exclusion under claim of right under federal lawe

BE 1T ENACTED 8BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section le Reduction of deductions related to excluded

2= THIRTD READING
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incomee (1) A corporationsy taxable under Title 154 chapter
3le part 1y that excludes interest from gross income which
would be taxable except for federal law must adjust its
allowable deductions for all taxable periods for «nich
interest is excluded in tha following manner:

{a) the total amount of interest excluded from gross
income by federal law must be determined;

{b) the total amount of all interest income from ail
sources must be determined;

(¢} the ratio of excluded interest income to all
interest income must be determined; and

{d) the total deductions allowable under 15-31-114
must be reduced by an amount determined by multiplying the
amount of oeduction otherwise allowable by the ratio of
excluded interest to all interest income; howevery the
product of this calculation may not exceed the amount of
excluded interest income.

{2)Y allowable deductions must be reduced with respect
to all corporations that exclude interest income - otherwise
taxable upon returns filed for all taxablie periods for which
such exclusion is claimed and for all taxable periods far
which a claim for refund is made.

Section 2. Codification instructione Section 1 is
intended to be codified as an integral part of Title 15

chaoter 31y part la
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LC 0965/01

Section 3, Effective date —— applicability date. This
act is effective on passage and approval and applies
retro@ctiver. Wwithin the meaning of 1-2-109s to> taxahl-=
periods beqginning on and after 0Oecember 31y 1973 (th-=
effactive date of Chapter 634y Laws OfF 197%)s For whicn 3
corporation has excludéd interest income based upoen fegeral
Taw or For which 3 corporation has included interast income
and subsequently claims a refund of taxes paid hased upon
fedoral lawe

—-End-
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April 21 ‘ gy

FREE CONFERENCH COMMITTRL
SENATE DILL 335
(Report No. 1, 9 A.M.)

Mr. President:

. We, vour Free Conference Committee on Senate Bill 335,
met and considercd:

Senate Bill 335, reference bhill; and
Governor's Proposed Amendments of April 20, 1983.

We respectfully recommend as folliows:

That the Senate and the House accede to the Governor's
Proposed Amendments numbers 1 through 6; and

That the Senate and the House accede to the Governor's
Proposed Amendment number 7 as amended in clerical '
instruction number 1; and

That this Free Conference Committee report be adopted.

CLERICAL INSTRUCTIONS FOR REFERENCE COPY (SALMON)

1) Governor's Proposed Amendment number 7 1s amended to
read:

"7. Page 5, lines 15 through 25.

Strike: section 6 in its entirety

Insert: "Section 14. Contingent effective dates -
applicability dates., (1) Section 1 is effective on passage
and approval and tf-and-enty-if-a-£final-determrnatien-is
reached-in-eurrent-pending-titrgattony-and-ati-poeentiaz
appeata-arae~axhausred-or~barred;-that-the-intereae-ineeme
frem-carbain-federat-ebligqaeiona-is-nok-inetudakie-2n-the
net-ineome-measurement-pase~-st~ehe~Montana-eceorperation
tieense-taxns--tf-seetren-t+-beecomes-effeettve-rt applies
retroactively, within the meaning of 1-2-109, to taxable
periods beginning on and after December 31, 1978 (ihe
effective date of Chapter 634, Laws of 1979), for which a
corporation has excluded interest income based upon federal
law or for which a corporation has included interest incoma
and subsequently claims a refund of taxes paid based upon
federal law.

{2) Sections 2 and 2 are effective on passage and
approval. Section 2 applies to taxable periods beginhing
after December 31, 1982. Section 3 applies retroactively,
within the meaning of 1-2-109, to taxable periods beginning
after Decemher 21, 1978, - ~

(Continued on page 2)
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Free Conference Committece

SB 335

Report No. 1, 9 A.M. April 21 14y
Page 2 of 2 ) R

(3) Sections 4 through 11 are effective if and only if
the method of calculating the measure of the tau provided
for in section 1 is finally held to be unconstitutional or
invalid. If section 1 is finally held to be
unconstitutional or invalid, sections 4 through 11 apply to
taxable periods beginning January 1 of the calendar year in
which section ! is finally held unconstitutional or invalid.
If section 1 is challenged in court and held by a final
decision of the court to be constitutional and valid, and
all potential appeals are exhausted or barred, then sections
4 through 11 are repealed.""

FOR THE SENATE FOR THE HOUSE
/L,,-L:Lut_&&j/, ( L .z;/,/’/_—;’/
TURNAGE, CHATR ﬁb _FRRDLEY, CHAL ,B,fA

13;:,( % Loe % (’7? e

BROWN

TOWE ' BERTELSEN

83
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HOUSE TAXATION COMMITTEE
AMENDMENTS TO SB 335, Third Reading Copy., Blue
March 23, 1983

1. Title, line 8.

Following: "GROSS INCOME;"

Insert: "PROHIBITING CONSOLIDATED RETURNS FOR FINANCIAL
INSTITUTIONS UNDER THE CORPORATE LICENSE TAX; REAFFIRMING THE
INCLUSION OF STATE AND LOCAL BOND INCOME IN THE DEFINITION OF NET
INCOME FOR CORPORATION LICENSE TAX PURPOSES:"

2. Title, line 9.
Following: "AND"

Strike: "AN"

Following: "APPLICABILITY"
Strike: "DaATE"

Insert: "DATES"

3. Page 3, line 23.
Following: 1line 22
Insert: "Section 2. Consolidated returns prohibited. (1} A
majority of the corporation license tax collected from financial
institutions is paid to local government areas in which each
financial institution is located. However, consolidated returns
for financial institutions do not reflect the true tax
attributable to each local government. In addition, consolidated
returns would permit financial institutions to offset income
against losses of non-financial institutions, thereby distorting
the true income of each financial organization.

{2) In accordance with subsection (1), financial
institutions are prohibited from filing consclidated returns
under 15-31-141.

Section 3. Reaffirmation of bond income inclusion in definition
of net income for corporation license tax purposes. Not
withstanding the provisions of any other law, the income from
bonds or other obligations issued by any state or political
subdivision of a state are included in gross and net income for
purpcses of the corporation license tax. Further, such income
has been included in gross and net income since the effective
date of Chapter 634, Laws of 1979, which law repealed the
exclusion of such income from the tax base of the corporation
license tax."

Renumber: subsequent sections



4. Page 3, line 23.

Following: "instruction."

Strike: "Section 1 is"

Insert: "Sections 1 through 3 are"

5. Page 3, line 24.
Following: "as"
Strike: "an"
Following: "integral"
Strike: T"part"
Insert: "parts"

6. Page 4, line 1,
Following: "applicability"
Strike: "date"

Insert: "dates"

7. Page 4, line 2,

Following: "approval"

Strike: "and applies"

Insert: ". Sections 1 and 3 of this act apply"

8. Page 4, line 9.

Following: "law."

Insert: "Section 2 of this act applies to taxable periods
beginning after December 31, 1982."

AND AS AMENDED
BE CONCURRED IN




HOUSE COMMITTEE OF THE WHOLE
March 26, 1983

Amendments to Senate Bill 335, Third reading, blue copy as follows:

1. Page 3, line 25.

Following: "part 1."

Insert: "Section 5. Severability. If a part of this act is
invalid, all valid parts that are severable from the invalid part
remain in effect. 1If a part of this act is invalid in one or
more of its applications, the part ramins in effect in all valid
applications that are severable from the invalid applications."
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t SENATE BILL NO. 335 ‘ 1 WHEREASs the Montana Supreme Court on September 23s
2 INYRODUCEG BY TOWEs TURNAGEy FABREGAe 2 1982 (petition for rehearing denied Oecember b6y 1982)y
3 YARDLEYy WILLIAMS, MARKSy RAMIREZy ABRAMS, THUMAS, 3 decided in +the case cited below that such income must be
4 - ASAYs BLAYLOCKsy GUODGVERe MCCALLUMs KOLSTADs HARRINGTONS “ excluded from the measure of the subject tax; and
- NESMANs ZABROCKTy DONALDSONs SEVERSONy CHRISTIAEHNSs 5 “HEREASy the Legislature disagrees with the Montana
[ KITSELMANy NDRDTVEOT 6 Supremz2 Court's decision in the case of Eirst fFederal
7 7 3avings _and._Loan_ _Associations __a___Federally _ Chartered
] A BILL FDR AN ACTF ENTITLED: ™AN ACT TO DISALLOW DEDUCTIONS 8 Assgociations __et . _ales _ Plaintiffs___and __Asoellants__va
9 RELATED TO EXCLUDED INTEREST INCOME FOR MONTANA CORPORATION 9 Qgpa;:mgnt_gf_aggggug;‘3;_3114_Qgfgnqan;i__ang__ggsngnggnt5,
10 LICENSE TAX PURPOSES; TO APPLY THE DISALLOWANCE OF DEDUCTION 10 Cause Nos 81-528, and has fileds through its Revenue
11 RETRIOACTIVELY TO ALL TAXABLE PERTODS DURING WHICH SUCH 11 Oversight Committeer an AMigus Curiae brief in support of
12 INCONE TS EXCLUDED  FROM  GROSS  INCDME; PROHIRITING 12 the position of the Department of Revenue; and
13 LCONSOLLDATED _RETURNS FOR_FINAMCIAL INSTITUTIONS  UNDER__THE 13 WHEREASs the Department of Revenue iS presently seeking
14 CORPORATE __LICENSE  TAX; _REAFFIAMING THE INCLUSION OF STAIE 14 to have the United States Supreme Court review the matters
1s AND_LOCAL.BOND_ INCOME IN_THE OFEFINLIION QF_ _MET__INCOME__EGR 15 and at this time other decisions are also being reviewed by
16 CORPORATION LICENSE JAX _PURPQSES: AND PROVIDING AN IMMEDIATE 16 the United States Supreme Court that might have a bearing on
17 FFFECTIVE DATF AND AN APPLICABILITY BAFF DRAIES." 17 tha issue of the taxability of such income; and
18 18 WHEREASs in the interim uncertainty exists as to the
19 WYEREASy the Montana Corporation License Tax Act (Title ie taxapility of such Income and claims for refund of tax and
20 15y chapter 31y part 1) was intended: after the enactment of 2G returns of income will be made by corporations based upon
.dl Chapter 634y Laws of 1979, to require al) corporations to 21 the exclusion of such income; and
22 report and pay 3 tax uwpon all  income derived from 22 WAEREASy the Legis!aturer desires to maintain
23 cbhligations of the United States or its agencies or 23 aporoximately the current level of revenue to state and
24 instrunentalities as permitted by Title 31y section T42y 24 local -jovernment; and
25 United States [odei and 25 ~“HERKEAS, immediate legislative action is necessarya
-2- 58 335

REFERENCE BILL



L ]

o

10
1
12
13
1%
15
15
17
18
19
20
21
22
23
24

25

SE 0335,02

Y4EREFDREy it is the intent of the Legislature to
proportienately reduce the alleowable deductions to all
corporstions for all taxable periods for which interest
income is excluded or claim for refund of tax is wmade upon

such excluston under claim of right under federal laws

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

Section le Reduction of deacuctions related to excluded
incomes (1) A corporations taxable under Title 15, chapter
31y part 1le that excludes interest from gross income which
wauld be taxable except for federal law  must adjust its
allowable deductions for all taxable pericds for which
interest is excluded in the following manner:

(a) the total amount of interest excluded from qross
income by federal law must be determined;

(b} the total amount of all interest income from all
sources must be determined;

{c) the ratle of excluded interest income to all
interest income must be deterwmined; and

(a) the +total deductions allowable under 15-31-114
must be reduced by an amount determined by multiplying the
amount of deduction otherwise allowable by the ratio of
exctuded interest to all interest income; howevary the
product of this calculation may not exceed the amount of

excluded interast income,

-3- SB 335
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(2) Allowadle deductions must bLe reduced with Tespect
to all corporations that exclude interest income otherwise
taxable upon returans filed for 2311 taxable periods for wnicn
such asxclusion is claimes and for all taxanle periots  for
which a3 claie for refund is sadas

I4ERE_15 & NEM_MCA _SECTION THAT REDI:

Szction 2. Consolidated returns prohipitecs (1) A
majority of the corparation Ulicense tax ccllected from
financial institutions is paia to local governeent areas in
which each financiat institution Js ‘located. Howevers
consol i dated returns for financial institutions do not
reflect the true tax attributable to each local governments
in additions consolidated returns would permit financial
institutions to offset Income against losses of nonfinancial
institutionse thereby distorting the true income of gach

financial organizationa.

(2) in accordance with subsection (l)s financiatl
institutions are prohibited from filing consolidated returns
under L5-31-i4l.

IHERE 15 .A.MEW _NCA_SECYION THAL READS:

Section 3. Reaffirmation of bond income inclusion in
definition of net income for corporation license tax
purposaes. Notwithstanding the provisions of any othar laws
the income from bonds or otheyr obligations issued by any

state or political subdivision of a state are included in

by 5B 33S
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gross and net income for purposes of the cerporation license
taxe “urthery such Income has been Included in gross and net
income since the effective date of Chapter 634s Laws of
1979 which law repealed the exclusion of such income from
the tax base of the corporation license taxe

Section 4. Codification instructions Seetien-fi—-is
SECTIONS_ ) _THROUGH _3_ARE intended to be <codified as an
integral part PARIS of Title 15y chapter 31, part le

SECTION. 3. _SEVESABII ITX. _ IF A _PART . OF THIS ACI LS
INYALIDs ALL _YALJD PARIS THAJ ARE _SENERABLE _FROM THE INVALID
BARY _REMAIN_IN FEFECTs IF A PARI _OF IHIS ACT I3 _YNWALID IN
OME__JB_MORE QF I¥S APPLICATIONS. THE PARY REMAINS_IN FEFECT
AN_ALL__¥ALID _APPLICATIONS THAI..ARE__SEYERABLE _EBOM__THE
INYALLQ _APPLICATIONS. .

Section 6. €Effective date -- applicability dete QAIES.
This act |Iis effective on passage and approval snd-applies,
SECTIONS_1_AND_ 3 OF THIS ACT APPLY retroactivelys within the
meaning of 1-2-109y to taxable periods beginning on and
after Necember 31, 1978 (the cffective date of Chapter 634,
Laws of 1979)s for which a corporation has excluded interest
income based upon federal law or for which a corporation has
included Interest income and subsequently claims a refund of
taxes 33id based upon federal lawe SECTION 2 _0F THIS ACT
AR2LIES__T0__TAXABLE _EBERIODS. BECINNING AFTER DECEMBER 31.

1282a
-End-

~5= sAa 335



COVERNOR'S PROPOSED AMENDMENTS
TQ SEMNATE BILL WO. 335
REFERFNCE BILL

1. Title, line 10,

Tollowing: "PURPOSES;"

Tnsert: “TO IMPOSE A CONTINCEMT FINANCIAL INSTITUTIONS FRANCHISE TAX
MFASURFD BY DFPOSITS;"

2. Title, line 16.
Following: "PURPOSES:"

Trsert: '"AMENDING SECTIONS 15-31-101, 15-31-701; AWD 15-31-702, MCA;"

3., Title, line 14,
¥ollowing: "PROVIDING"
Strike: AN TMMEDTATE"

4., Title, Jine 17.
Following: “EFFECTIVE"
Strike: "DATE"

Tnsert: "DATES™

5. Page 5, line 6.
Following: line 5
Tnsert: 'NFW.SECTION Section 4. Purpose. It i5 the intent of

this act that every bank and savings and Joan association doiong
business withir the state as a corporation or assoclation within
the provisions of 15-31-101 shall annrually pay to the stafe trea-
surer a financial institutjons franchise tax for the privilepe of
conducting business in this state in corporaté form, Sivce finan-
cial 1institutions possess proportionately greater amounts of
iantangible assets which are mot subject ro property tax compared
to nonfinancial carporations, 1t is the ifutent of the TLegisliature
to equalize overall tax burdenms within the state, as well as the
total tax burden between financial institutions and other corpora-

tions by enacting this tax,

lowing definitiens apply:

NFW SECTJON Sectien 5. Definitioms. As used in this part, the fol-

(1) (a) Frecept as provided im subsection (h), "rotal deposits"
means the average total deposits for a taxable periocd of a bank or
esavings and loan assoclation as reported to state or federal repgu—
latars on the consclidated report of condition in which are exhib-
ited in detail and under eppropriate schedules, the vespurces and
liabilities of a bhank or savings and loso association oo those
Fast davs designated by the comptroller of currencv of the United
States for reports of national banking associations or for banks
required to report to the department of . commerce on those past

days specified in 32-1-231,

NEW

(b)  Total deposits Include all demand deposits and time deposits,
including but ret limited to those deposits that are insured by
the federal savings and loan insurance corporation and federal
deposit imsurance corporation, except deposits of the TUnited
States government or Its agencies or for the state of ¥ontana or
its agencies or politicel subdivision. -

(2} "Taxable period" means the taxable year for federsl income
tax purpoges of the bank or savings and loan association.

SECTION Section 6. Tax imposed - - - rate - — exceptions,

(1Y There is imposed upon every bank and savings and loan associ-
ation for each tarable period a financial iInstitutions franchize
tax at the rate of .097 of total deposits.

D When a bank or savings and loan assoclation changes its tax—
able pericds, it must promptly notifv the department of revenue,
(3) To the extent that a bark or savirgs and loan association 1is
a branch of a foreigp bank or savings and loan association, this
section applies only te the total deposits veceived by the Montsma
branch or aperation,

(4) The rate of tax imposed under this section mav not be less
than 0.075% nor more than 0.125% of total deposits without approv-
al of two-thirds of each house of the legislature,

NEW SECTION Section 7. Tncorporatiom by reference. The provisions

of the following gections of this chapter are incorporated ianto
this part by reference and are made a part hereof: sections
15-31~-101, 15-31-102, 15-31-111, 15-31-123, 15-31-142, 15~-31-143,
15-31=501 through 15-31-509, 15-31-521 through 15-31-544, and
15-31-551 through 15~31-554, except that wherever the words "tax",
"license tax", "license fee", "corporation exelse tax"™, or like
words appear, referring to the tax imposed under part 1 of this
chapter, there shall be substituted the words "financial institu-
tiens franchise tax", =snd except that wherever the words ™net
income"”, "taxable.income", “taxeble net income™, eor like words
appear, referring to the baris against which the measure of the
license tax computation is made, there shall he substituted the
words "total deposits".

Section #. Section 15-31-101, MCA is amended to read:

"15-31-101. Orgsnizations subject to tax. (1) The term "corpo-
ration” Includes assoclations, joint-stock companies, common-law
trusts and business trusts which do business 4ip an organized
capacity, and all other corporations whether created, organized,
or existing under and pursuant to-the law, agreements, or declara-
tions of trust of any state, country, or the United States.

(2} The terms 'engaged 1in business”™ and "doing business” both
mean actively engaging In any transactfon for che purpose of
financial or pecuniary gain or profit,



f1)  Fvery corporation, except as hevefnafter provided and except

as provided in 33-2-705(f}, engaged in business in the srate of "

Montana shall annually pay to the state treasurer as a license fee
for the privilege of carrylng on business *r this state such per=-
centege or percentages of irs total net income for the preceding
taxable year at the rate bereinafter set forth, Tn the case of
corporations having ircome from busiress acrivity which is taxable
both within and without this state, the license fee sghall he mea-
sured by the net income derived from or attributable to Montana
sources as determined under part 3,

This tax is due and payable on the 15th day of the 5th wwonth fol-
lowing the close of the taxable year of the corporation; however,
the tax becomes a lier as provided in this chapter on the last day
of the taxable year in which the ¥ncome was earmed and #sz for the
privilege of carrving on business in this state for the taxable
year in which the income was earned,

(4) Fvery bank orgarized under the laws of the State of Montana,
of any other state, or of the United States and every savings snd
losn assoelation organized under the laws of this state or of the
United States is subject to the Montanz eerpovesrisn ldeemse finan-
clal instituticns franchise tax provided for under this chapter in
lieu of the corporate license tsx. For taxable years beginning on
and after January 1, 1972, this subsectior 1s effective in accor-
dance with Public Law %1-156, Sectiom 2 (12 U.S5.C. 548)."

NEW SECTION Section 9, Disposition of revenue.  The ravenue
collécted from the tax imposed by this part must be digbursed in
accordance with 15-31-701 and 15-31-702.

Section 10. Sectiop 15-31-701, MCA 1s amended to read:
"15-31-701. Department of Revenue - - gpecial duties for traus~
mitting corperasion Idieemee eaw financial institutions franchise

tax revenues collected from banks or savings and loan associations
to counties,

(1) Vithin 30 days aiter receiving eespermatisn Ideemse financial
institutions franchise tax returns and payments from banks or
savings and loan associations, the department of vevenue shall
transmit to the county tressurer of the county fn which the busi-
ness is located the revenues calculated under 15-31-702(1)(b).

(2) If the department of revenue determines, under the provisions
of 15-31-503 and 15-31-531, that a hank or savings and loan asso-
ciation owes more taxes than shown on the original return or has
paid more than the tax, peralty, or interest due iv any vear, it
shall not{fy the bank or savings and loan associations. Addition~
al paypeut is due within 10 days after receipt of the final deter-
mination of taxesa due. County treasurers shsll issue warrants for
their pertion of the overpayment received and interast, as provid-
ad in 15-31-531,

(3}  The department shall continue to exercise all its dutfes and
powers outlined in this title with respect tco auditing returns and
enforcieg payment of the ecorperakten iteense financial irstitu-
tions franchise taxes owed by hanks and savings and losn assoria—
tions. Any delinquent taxes collected from the sale of property
of a bank or savings and loan association under the provision of
15-=31-525 shall be transmitted to the c¢ounty in which the corpora-
tion owing the delinquent taxes is located. The only duties of
the county treasurers in thls regard are issuing refunds and dis-
tributing the taxes to locel taxing jurisdictions.”

Section 1l.  Section 15~31-702, MCA, is amended to read:
"15-31-702, Dietributions of eorperetien iicense financial insti-
tutions franchise taxes c¢ollected from banks or savings ard loen
associations. (1) All rporakd ¥ financial institutions
franchise taxes collected from banks and ssviogs and loan associa—
tions shell be distributed in the following marner:
(a} 207 must be remitted to the state treasurer to be allocated
as provided in 15-1-501(2); and
(b) 80% must be allocated to the various taxing jurisdictions
within the county in which the bank or savings and loan associa=~
tion 18 located.
{2) The epwxparation I}deemse financial institutions franchise
toaxes distributed under subhsectfor (1)(b) shall bde =allocated to
each taxing jurisdiction im the propeortion that its mil! levy for
that fiseal year bears to the total wmill levy of the taxing
authorities of the district in which the bank or savings and loan
association is located,
(3) "Taxing jurisdictions” means, for the purposes of this sec-
tion, all taxing authorities within a county permitted under state
Yaw to levy mills sgainst the taxsble value of property in the
taxing district ip which the bark or savings and losn association
is located.
(4) Tf a return filed by a bank or savings and loan asescciation
involves branches or offfces in more than one taxing jurisdiction,
the department of revenue rshall provide a method by rule for equi-
table distribution among theose taxing Jurisdictions.”

Renumber: subsequent sections

6. Page 5, 1ine 7.
Following: “THROUGH"
Strike: "3"

Insert: "7 and section 9"

7. Page 5, lines 15 through 25.

Scrike: section 6 in its entirety

Insert: "Section 14. Contingent effective dates — applicability
dates. (1) Section 1 1s effsctive if and only if & final determira-
tion 18 reached in current pending Jitigation, and =211 potential
appeals are exhausted or barred, that the Interest income from certain
federal obligations is not includable in the net 1income measyrement
base of the Montana corporation licerse tax., If section | hecomes



effective it applies retroactively, within the meaning of 1-2-109, t¢
taxable periods beginning on and after December 31, 1978 (the effec-
tive date of Chapter 634, Laws of 1979), for vhich a2 corperation thas
excluded interest income based upon federsl law or for which a corpo-
ration hag included interest income and rubsequently elafms a refund
of taxes paild based upon federal law,

(2) Sections 2 and 3 are effective on passage and approval.
Section 2 applies to taxable perleds hepinning after TNecember 31,
1987, BSection 3 spplles vetvoactively, withio the meaning of 1-7-109,
to taxsble periods beginning after Necember 31, 1978.

(3) Sections 4 through 1l sre effective 1f and only if the method
of calculating the meagsure of the tax provided for in section 1 is
finally held to be uncomstitutional or invalid, If section 1 is
finally held to be unconstitutlonsl or irvalid, sections 4 through 11
applv to taxable pericds beginring Janvary 1 of the ealendar vear in
which section 1 is finaliy beld uncemstitutional por invalid,”



