SENATE BILL NO. 337

Introduced: 02/01/83

Referred to Committee on Taxation; 02/01/83
Hearing: 2/17/83
Report: 02/23/83, Do Not Pass. Report Adopted.
Bill Killed.
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BILL NO. £7

INTRIDULZED BY

A BILL FOR AN ACT ENTITLED: AN ACT TU PROVIDE AN EXEMPIION
FRUM  THE CORPOCRATE LICENSE TAX FOR  MUNTANA  INVESTMENT
COMPANIES MANAGING PORTFOLIOS BO  PERCENT UOF WHICH ARE
COMPRISED OF SECURITIES EXEMPT FROM  HONTANA  INDIVIDUAL
INCOME TAXATION: AMENDING SECTION 15-31-1u2y MCA; ARND
PROYIDING AN IMMEDIATE EFFECTIVE DATE AND AN  APPLICAZILITY

DAT=a™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section i. Section 15-31-102s MCAy is amendea to read:
"15-31-102. Urjanizations exempt from tax — unrelatad

business income not exempts (I) Except as provided in

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

3Ny incone received by any:

{a) labors aqriculturaly or horticul tural
arganization;
(b) fraternal bencficiaryr societys ardery or

association aperating under the lodge system or for the
axclusive Lenefit of the awembers of a fratarnity itself
aperating under the lodge system and proviaing for tne
payment of lifes sicky accidenty or other benzfits to the

wemsers of such societys orders or association or their
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dependents;

{c} cemetery company owned and operated exciusively
for the benefit of its members;

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

{e) business leaquey chamber of commerces or board of
trade not organized for profit and no part of the net income
of which inures to the henefit of any private stockholder or
individual;

(f) civic league or organization not organized for
profit but ovperated exclusively for the promotion of social
wel fare;

(g) club organized and operated exclusively for
pleasures re;reation. and other nonprofitable purposasy no
part of the nat income of which inures to the benefit of any
private stockhclder or members;

{n) farmers* or other mutual hails cyclunes or fire

insurances companyy mutual ditch or irrigation companyes
mutual or cooperativa telephone companys or Tike
organizatioen of 2 onurely Jocal charsctery the incowe of
which consists sclely of 2assessmentss duesy and feas

collected from members for the scle purpose of meeting its

INTRODUCED BI
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expenses;

(i) cooperative association or corporation engaged in
the business of operating a rural electrification sysceom or
systems for the transmission or distrioution of elecirical
energy on a cooperative basis;

{j) corporations or associations organized for thz
exclusive purpose of helding title to propertys collecting
income therefromes and turning over the entire amount
thereofy less expensese to an organization which itself s
exempt from the tax imposed by this title;

{k) wool and sheep pooly which is an association owned
and operated by agricultural producers organized to market
association members® wocl and sheeps the income of which
consists solaly of assessmentse duese and fees ccllectad
from members for the sole purpose of meeting its expensess
Incomes for this purposey does not include expensz=s and
money distriouted to members contributing wos! and sheeptas

{1} corporation that qualifies as a domestic
intarnational sales corporation (DIS{) under the provisions
of section 921y <t s2ges Of the Internal Revenue Code and
that has in effect for the entire taxable year a valid
election wunder federal Jlaw to be treated as a 0DISC. If a
corporatian makes such an election under federal JlaWwe each
person  who at any time is a sharenolder of such corporation

is subject to taxation under Title 15y chapter 3G» on the
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earpnings and profits of this aISC in the same manner s
praovided by federal 1law For all periods Ffor which the
elaction is effectives

im}. invesimepnt _company orgapized under _the layws of
this_sxate for the purpose of mapnaging _a portfolio of
securities for the bencfit of itg_investors if oght. less than
40% of the principal value of such portfelio is comprised of
securities the income from which _js exempt from foz tax
imposed Ly Title 15y chapter 30.

{2) In determining the license fee to ba 2aiu under
this party there shall not be included any earnings derivad
from any public utility managed or operated ny any
subdivision of the state or from the exercise of auy
governmental functione

(3) Any wunrelated bLusiness incomes as defined by
section 512 of the Internal Revenue Codes 195%¢ as amendedsy
carned by any exempt corporation resulting in & foederal
unrelated business income tax liabitity of more than $100
shall be taxed as other corporation income is taxeu under
this titles An exempt corporation subject to taxation on
unrzlated business income under this section wmust 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.®

MEW SECTIONs Section 2. Effective data -

-~



applicabhility dates This act is effective
approval and applies +to taxable years
December 31y 1982

-End-
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on passaqge

beginning

and

after



STATE OF MONTANA

REQUEST NO. _3.1_0,',?_3,,_.

FISCAL NOTE '

Form BD-13

o

s
I cnpiishce with g written request received February 2’ : , 19 --§3. . there is hereby submitted a Fiscal Note

ior .. Senate Bill 337

pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the Office of ngget and Program Planning, to members
ot the Legisiature upon request, . :

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 337 provides an exemption from the corporate 11cense tax for Montana J

investment companies managing portfolios 80 percent of which are comprised of securities
exempt from Montana individual income taxation. . !

2]

FISCAL TMPACT:

it is not possible to estimate the fiscal impact of the proposal with respect to :
future development. At the present time, there are no companies operating in: Montana P g
which would gqualify for the proposed exemption. . ‘ o

FISCAL IMPACT 11:J/1

Suond

BUDGET DIRECTOR
Office of Budget and Program Plannlng

Date: - 8 -




