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49th Legislature LC 1504/01 

1 
INTRODUCED BY ~ BILL NO. ill 

2 

3 BY REQUEST OF THE DEPARTMENT OF REVENUE 

4 

5 A BILL FOR AN ACT ENTITLED: "AN ACT REPLACING THE 

6 DISTRIBUTION OF 80 PERCENT OF THE CORPORATION LICENSE AND 

7 INCOME TAXES COLLECTED FROM BANKS AND SAVINGS AND LOAN 

8 ASSOCIATIONS TO THE TAXING JURISDICTIONS IN THE COUNTY WHERE 

9 THE BANKS OR SAVINGS AND LOAN ASSOCIATIONS ARE LOCATED WITH 

10 A DISTRIBUTION OF A FLAT 8.86 PERCENT OF THE CORPORATION 

11 LICENSE AND INCOME TAXES TO BE DEPOSITED TO AND DISTRIBUTED 

12 BY THE LOCAL GOVERNMENT BLOCK GRANT PROGRAM; REVISING THE 

13 COR PO RAT ION LICENSE OR INCOME TAX BY PROVIDING THAT 

14 DEDUCTIONS ARE LIMITED TO THOSE SET FORTH IN SECTION 

15 15-31-114, MCA; PROVIDING FOR DEPRECIATION EXPENSES 

16 CALCULATED UNDER THE IN'rERNAL REVENUE CODE SECTION 168, 

17 ACCELERATED COST RECOVERY SYSTEM; PROVIDING THAT CERTAIN 

18 CORPORATIONS MAY FILE CONSOLIDATED RETURNS; PROVIDING FOR 

19 DISTRIBUTION OF COLLECTIONS FROM CONSOLIDATED RETURNS; 

20 AMENDING SECTIONS 7-6-302 THROUGH 7-6-304, 15-1-501' 

21 15-31-113, 15-31-114, 15-31-141, 17-5-408, AND 20-9-343, 

22 MCA; REPEALING SECTIONS 15-31-701 THROUGH 15-31-703, MCA; 

23 AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN 

24 APPLICABILITY DATE." 
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WHEREAS, the Montana Supreme Court has developed a 

judicial doctrine that incorporates the deductions contained 

1n the federal Internal Revenue Code into the definition of 

11 net income" for Montana corporation license tax purposes; 

and 

WHEREAS, the Montana Legislature has enacted a 

definition of 10 net income" for purposes of the corporation 

license tax, and the effect of the judicial doctrine is to 

automatically include additional deductions as may be 

adopted by Congress without consideration or enactment by 

the Montana Legislature; and 

WHEREAS, the Montana Legislature should be allowed to 

enact deductions appropriate for Montana; and 

WHEREAS, the restrictions on filing consolidated tax 

returns without a deduction for dividends could place 

Montana corporations at a competitive disadvantage because 

corporations that operate both within and outside Montana 

are not subject to multiple taxation by Montana and can file 

combined tax returns pu:suant to Title lS, chapter 31, part 

3, .MCA. 

THEREFORE, one of the purposes of this act is to 

provide that only those deductions specifically set forth in 

Title 15, chapter 31, M.CA, may be used in calculating "net 

income", and the deductions in the Internal Revenue Code do 

not apply unless specifically provided in Title 15, chapter 

-2- INTRODUCED BILL 
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Jl, MCA. The Montana Legislature intends that Montana 

corporations have the right to file consol1dated tax returns 

in order to avoid a competitive disadvantage witn 

corporations which do not operate exclusively in Montana. 

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

Section 1. Section 7-6-302, MCA 1 is amended to read: 

"7-6-302. Local government block grant account created 

source of funds. (l) There is a local government block 

grant account within the state special revenue fund. 

(2} Funds in this account must be used to provide 

payments from the local government block grant program to 

eligible jurisdictions. 

(3) Thirty-three and one-third percent of the oil 

severance tax collected under the provisions of 15-36-lOlL 

8.86% of the cqrporation li~~~?~ and income taxes collected 

under the provisions of Title 15, ch~E_~~!"~ and all funds 

appropriated to the account must be deposited in the 

account. 11 

Section 2. Section 7-6-JOJ, MCA, is amended to read: 

11 7-6-303. Local government block grant program. ( 1) 

The department of commerce shall administer the local 

government block grant program and distribute fu~ds from the 

local government block grant account. 

(2) The local government block grant program is 
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comprised of t~~ee f~r parts: 

(a) a general purpose block grant fer municipal1ties, 

counties, school districts, and othet j~r:sd:ctions; 

(b) a g_~ant for taxing j__Q_~_j.sdictions consist_i_~9____2__t 

8.8~:t __ ~J the CU£.E9_~tion license a_Q~ incorEe ~axes; 

tbti£1 a general services blcck grant for counties; 

and 

tet.!E_l a general services block: grant for 

municipalities ... 

Section 3. Section 7-6-304, MCA, 1s amended to read: 

''7-6-304. Division of block grant funds. The division 

of funds within the local government block grant account is 

as follows: 

(1) Except as provided in 7-6-309(1) and subsection 

ill' t.he general purpose block grant for municipalities, 

counties, school districts, and ether jurisdictions must be 

funded, before any other distributions are made from the 

account, in 3n amount sufficient to cover the reimbursements 

required by 61-3-536. 

EL_The portion of th~~ck qr~nt_accoun~_ consisting 

of B. B6% of the corporat_ion ~::\._c.e.n~e _ iind i·.ncome _t·.a·Ke~ 

collected under the provisions of Ti~le 15. chapter 31, must 

be distributed as provided in this subsection l?C:~_2___£__ __ _!::_~ 

funding the general serv1ces block g_rant::;. The po£!:l_on __2_!: 

th_e account cons_~~Q_f____§_!J!§..:!_~f the ---~Q_£poration license 
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and income taxes must be allocated to all of the counties on 

~ capita basis. The counties shall allocate the amount 

received to each taxing jurisdiction in the co.':ln_!._y__in __ the 

proportion that its mill levy for that fiscal year bears to 

the total mill levy of the taxing authorities of the county. 

tZtlll (a) The general services block grant for 

counties must be funded from a percentage of the remaining 

funds deposited in the account equal to the ratio of the 

unincorporated population to the state population. 

I b) The general services block grant for 

municipalities must be funded from a percentage of the 

remaining funds deposited in the account equal to the ratio 

of the incorporated population 

population.'' 

to the total state 

Section 4. Section 15-1-501, MCA, is amended to read: 

"15-1-501. (Effective July 1, 1985--Applicable to tax 

years beginning after December 31, 1984) Disposition of 

moneys from certain designated license and other taxes. I 11 

The state treasurer shall deposit to the credit of the state 

general fund all moneys received by him from the collect~on 

of: 

(a) automobile driver's license fees under subsections 

(l) tnrough (6) of 61-5-111; 

(b) electrical energy producer's license taxes under 

chapter 51; 

-5-

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 1504/01 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) Seventy-five percent of all moneys received from 

the collection of income taxes under chapter 30 and 68.35% 

of all moneys received from the corporation license and 

income taxes under chapter 31,--~~~ep~~-a~--p~o~~ded--~n 

iS-3!-76%7 shall be deposited in the general fund subject to 

the prior pledge and appropriation of such income tax and 

corporation license tax collections for the payment of 

long-range building program bonds. An amount equal to 8.86% 

of all moneys received f£Om the collection of corporation 

license and income ~?xes under chapter 31 shall be deposite~ 

into the local government block g~~nt account within the 

state special revenue fund~,- subject to the prior pledge and 

appropriation of such c~rporation license tax collections 

for the payment of 1 ong- range building __E!_~9!_~rt! __ S:_q__nds. The 

remaining ~511J 22.79% of the proceeds of the corporat1on 

license tax,-~xcl~din9-~h~t-8il~~8t~d-to-tne-eo~nt±e~-~n0er 

t5-3i-~e%, and the corporation income tax, and ~~~ remaining 

25% of the income tax shall be deposited ~o the credit of 
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th@ state special revenue fund for state equalization aid to 

the public schools of Montana. 

(3) The state treasurer shall also deposit to the 

credit of the state general fund all moneys received by him 

from the collection of license tdxes, fees, and all net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(4) Thirty-three and one-third percent of the total 

collections of the oil severance tax under chapter 36 shall 

be deposited into the local government block grant account 

within the state special revenue fund. After the 

distribution provided for in 15-36-112, the remainder of the 

oil severance tax collections shall be deposited 1n the 

general fund." 

Section 5. 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 determining 

the corporation's gross income for federal ln~ome tax 

purposes and: 

(a) including: 

(i) interest exempt from federal income tax; 

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

reporting corporation not recognized for federal corporate 

income tax purposes pursuant to secLions 331 through 337 of 

the Internal Revenue Code (as those sections may be amended 
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or renumbered) attributable to stockholders, either 

individual or corporate, not subject to Montana lncome or 

license tax under Title 15, chapter 30 or chapter 3:, as 

appropriate, on the gain pass1ng through to the stockholders 

pursuant to federal law; and 

(b) excluding gain recognized for federal tax purposes 

as a shareholder of a liquidating corporcltion 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 subs~ction (l)(a)(ii) of this section. 

(2) The term ''net income'' means the gross income of 

the corporation less the only those deductions set forth 1n 

15-31-114. It does not include any deductions allm"'~-~--E~~ 

Internal Revenue Code unless specifically ~ded for in 

~~-~~~~ 

i 3) No corporation is exempt from the corporation 

license tax unless specifically provided for under 

15-Jl-101(3) or 15-31-102. Any corporation not s~bject to or 

ltable for federal income tax but not exempt from the 

corporation license ta.x unde-r 15--31~101~3} o.r 1:5-Jl~l.,O? 

shall compute gross income for corporation license tax 

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

to or liable for Lederal income tax according to the 

provisions for determining gross income 1n the federal 
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Internal Revenue Code in effect for the taxable year." 

Section 6. Section 15-31-114, MCA, is amended to read: 

"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

{1) All the ordinary and necessary expenses paid or 

incurred during the taxable year 

operation of its business and 

in the maintenance and 

properties, including 

reasonab~e allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments requ~red to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or ~n which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

~rom ~irhaut the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

(2) {a) All losses actually sustained and charged off 

withln the year and not compensated by 1nsurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property u::ied in the trade or 

business, such allowance to be determined according to the 
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the Internal Revenue 

the taxable year. All 

be the same as the 

elections made for federal income tax purposes. No deduction 

shall be allowed for any amount paid out for any buildings, 

permanent improvements, or betterments made to increase the 

value of any property or estate, and no deduction shall be 

made for any amount of expense of restoring property or 

making good the exhaustion thereof for which an allowance is 

or has been made. 

(b) (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

''net operating loss'' means the excess of the deductions 

allowed by this section, 15-31-114, over the gross income, 

with the modifications specitied in {ii) of this subsection. 

If for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

-10-
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net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

amount of such loss over the sum of the net income for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (ii)(B) of this sub~ection and by 

determining the amount of the net operating loss deduction 

without regard to the net operating loss for the lo5s period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii) The modifications referred r::o in (i} of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(B) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective for the 
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taxable year for which the return claiming the net operating 

loss carryover LS filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montalla. 

(iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prior to the date of merger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulting Erom a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods ~hich ended on or 

before December 31, !970, out shall be allowed only with 

respect ~o taxable periods beginnin~ on or after January !, 

1971. 

( 3) 

and g.J.s 

depletion 

rea.sonable 

In the case of mines, other natural deposits, oil 

wells, and timber, a reasonable allowance for 

a~d for depreciation of improvements; s~ch 

allowance to b~ determined according to the 
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provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

{4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 

(5) (a) Taxes paid within the year, except the 

following: 

(i) Taxes imposed by this part. 

{ii} Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

{i11) Taxes on or according to or measured by net 

income or profits imposed by authority of the government of 

the United States. 

(iv} Taxes imposed by any other state or country upon 

or measured by net income or profits. 

{b} Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 
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district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532, paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8) (a) Except as provided in subsection (b), 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shall not allow in 

the rate base of a regulated corporation the inclusion of 

contributions made under this subsection. 

(9) In lieu of the deduction allowed under subsection 

(8), the taxpayer may deduct the fair market value, not to 

exceed 30% of the taxpayer's net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

{a) the contribution 

after the manufacture of 

substantially completed; 

is made no later than 5 years 

the donated property is 

(b) the property is not transferred by the donee in 

exchange for money, other property, or services; and 

(c) the taxpayer receives a written statement from the 

-14-
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donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provisions of {b) of this 

subsection (9}. 11 

Section 7. Section 15-31-141, MCA, is amended to read: 

''15-31-141. Consolidated returns computation and 

procedure ---p~oh±bit~o~--on--£inan~i~i--inet~ttltion~. {1) 

Corporations which are affiliated may t"'ot fiJ e a 

consolidated return nn±e~s if the following conditions are 

met: 

~ at least 80% of all classes of stock of each 

corporation involved is owned directly or indirectly by one 

or more members of the affiliated groupol 

(b) all members of the af~J.lia~_~roup are qualified 

to do business in Montana; and 

(c) all members of the affiliated g_t:__~operate 

exclusive~ithin Montana. 

tit--eo~p~~~~i~n~--may--not--f±!e-a-eon~o!~dated-ret~rn 

~nte~~-t"e-ope~ation-o€-the--a~Eiliated-group--eonstittlte~--a 

tlnita~y--~~~tne~s--end--pe~mt~s±on--to--fi!e--a-e0n~o~idated 

retttrn-is-9iven-by-the-department-of-revenue.--Por--ptlr~o~e~ 

ot-this-seetion,-a-~ttn±tary-busines~-operat±onu-me~n~-one-in 

whieh--the-btts±ne3~-operat±ens-eond~eted-by-the-eo~pora~ions 

in-the-a~f±~iated-groap-are-±nte~re~a~ed--or--interdependent 

to--the-extent-t"at-the-net-ineo~e-o£-one-eo~porat±en-~annot 
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rea3onabty-be-dete~mi~ed-withotlt-re£erenee-to-the-operation~ 

eondtleted-by-the-otner-eo~porat±en~o 

t3t~l If the conditions of ~ttb~eeeions sub_§.~_~_tiq__Q ( 1 J 

a~~-t~t-of-this-se~~~o~ are met, the departmeht ~ay require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4till_ Any corporation liable to report under this 

chapter and owning or controlling, 

indirectly, at least 80% of all classes 

either directly 

of stock of 

or 

each 

corporation involved may be required to r.1ake a consolidated 

report showing the combined net income, such assets of the 

corporation as are required for the purposes of this 

chapter, and such other information as the department may 

require, but excluding intercorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under this chapter and owned or controlled, either directly 

or indirectly, by another corporation may be required to 

make a report consolidated with the own~ng company, showing 

the combined net income, such assets of tc:e corporation as 

are required for the purposes of this chapter, and such 

other information as the department tU.il-l' re.q.uin:.;:; bu.:t_ 

excluding intercorporate stockhoJdinqs and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 
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income earned from business done in this state, the 

equitably adjust department is authorized and empowered to 

the tax in such manner as it may determine. 

t5t--tat-A--majority--ef--~he--eoepo~atto~--%ieen~e-tax 

eoi±ected-from--£±nefte~ai--tnstit~t±o~~--i~--pai0--to--toea± 

go~ernment--areo~--±~--whieh--~aek--finane±a%-±n~tit~tion-±~ 

%oeat~d~--However,--eon~o±±deted---ret~ens---£or---£inane±al 

inst±ttttions--do--not--re£leet--tke-trtle-tax-attribtlte~le-to 

eaeh-loea±-government.--fn--add±tion,--eon~olidated--retttrn~ 

wo~Td-perm±t-f±naneia±-±nstittttion~-to-ofEset-ineome-a9ainst 

iosses--o£-non£inaneial-tn~t±tttt±oftsr-Chereby-di~tortinq-the 

tr~~-ifteome-eE-~eeh-finafte±ei-orqan±%otiofto 

tbt--£n-aeeordanee-wit~--~~b~ee~±on--t5ttotr--£±ftene±al 

±n~tit~t±o~~-are-proh±hited-from-fi±inq-~on~olideted-ret~rn~ 

~nder-thi~-seet±0~7" 

and 

Section 8. 

"17-5-408. 

cigarette 

Section 17-5-408, MCA, is amended to read: 

Percentage of income, corporation license, 

tax pledged. ( 1) The state pledges and 

appropriates and directs to be credited as received to the 

debt service account 11% of all money,-exeept-a~-pro~ided-in 

i5-~i-~9~7 received from the collection of the income tax 

referred to in 15-1-501 and 10.021_. of all money recei~~ 

from the collection of the corporation license tax referred 

to in 15-l-501 and such additional amount of said taxes, if 

any, as may at any time be needed to com?ly with the 
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principal and interest and reserve 

17-5-405{4), provided that no 

requirements stated in 

more than llt of ~n~k the 

income tax collections or 10.02% of the corporation license 

tax collections shall be deemed to be pledged for the 

purpose of 17-5-403(2}. The pledge and appropriation herein 

made shall be and remain at all times a first and prior 

charge upon all money received from the collection of said 

taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 79.75% of all money 

received from the collection of the 16-cent excise tax on 

cigarettes which is 

16-11-111. The state 

directs to be credited 

levied, imposed, and assessed by 

also pledges and appropriates and 

as received to the debt service 

account all money received from the collection of the taxes 

on other tobacco products which are 

levied, imposed, and assessed by 

including the tax levied, imposed, 

or may hereafter be 

law for that purpose, 

and assessed by 

16-11-202. Nothing herein shall impair or otherwise affect 

the provisions and covenants contained in the resolutions 

authorizing the presently outstanding long-range building 

program bonds. Subject to the provisions of the preceding 

sentence, the pledge and appropriation herein made shall be 

and remain at all times a first and prior charge upon all 

money received from the collection of all taxes referred to 
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in this subsection (2) ,'' 

Section 9. Section 20-9-343, MCA, is amended to read: 

~20-9-343. Definition of and revenue for state 

equalization aid. (1) As used in this title, the term "state 

equalization aid 11 means those moneys deposited in the state 

special revenue fund as required in this section plus any 

legislative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for state 

equalization aid shall be made in a single sum for the 

biennium. The superintendent of public instruction has 

authority to spend such appropriation, together with the 

earmarked revenues provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

(3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

{a) 25\ of all moneys received from the collection of 

income taxes under chapter 30 of Title 15; 

(b) i5'i 22.79'l. of all moneys;-e2reept--a~--pro'lfidf!d--ift 

%5-3i-~9%r received from the collection of corporation 

license taxes under chapter 31 of Title 15, as provided by 

15-l-501; 

(c) 10\ of the moneys received from the collection of 
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the severance tax on coal under chapter 35 of Tit~e 15; 

(d) 62 l/2% of the moneys received from the treasurer 

of the United States as the state 1 s shares of ail, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

(e) inLerest and income moneys described in 20-9-341 

and 20-9-342; 

(fl income from the local impact and education trust 

fund account; and 

(g) in addition to these revenues, the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333 shall be pa1d 

into the same state special revenue fund. 

(4) Any surplus revenue in the state equalization aid 

account in the second year of a biennium may be used to 

reduce the appropriation required for the next succeeding 

biennium [or may be transferred to the state permissive 

account if revenues in that fund are insufficient to meet 

the state's permissive amount obligation].'' 

NEW SECTION. Section 10. Extension of authority. Any 

existing authority of the department of revenue or the 

department of commerce to make rules on the subject of the 

provisions of this act is extended to the provisions of this 

act. 

NEW SECTION. Section 11. Intent of arr.endment. The 
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1983 Montana Code Annotated contains two versions of 

15-1-501. One is a temporary version, and the other is 

effective July 1, 1985. Section 15-1-501(2) of both versions 

contains the same language. It is intended that the 

5 amendment to 15-1-501 contained in section 4 of this act 

6 amend both versions. 

7 NEW SEC'riON. Sect ion 12. Repealer. Sections 15-31-701 

8 through 15-31-703, MCA, are repealed. 

NEW SECTION. Section 13. Applicability date. This act 

10 is applicable to taxable years beginning on or after January 

11 1, 1985. 

12 NEW SECTION. Section 14. Effective date. This act is 

13 effective on passage and approval. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 487-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received February 20, 19 --~ , there is hereby submitted a 
Fiscal Note for S.B. 455 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 OF PROPOSED LEGISLATION: 

An act replacing the distribution of 80 percent of the corporation license and income taxes collected from banks 
and savings and loan associations to the taxing jurisdictions in the county where the banks or savings and loan 
associations are located with a distribution of a flat 8.86 percent of the corporation license and income taxes 
to be deposited to and distributed by the local government block grant program; revising the coporation license 
or income tax by providing that deductions are limited to those set forth in Section 15-31-114, MCA; providing 
for depreciation expenses calculated under the Internal Revenue Code Section 168, accelerated cost recovery 
system; providing that certain corporations may file consolidated returns; providing for distribution of 
collections from consolidated returns; and providing an immediate effective date and an applicability date. 

ASSUMPTIONS: 

1. Corporate license tax collections from financial institutions will be $5.686 million in FY 86 and $6.131 
million in FY 87 (OBPP). 

2. Total corporate license tax collections will be $51.357 million and $55.308 million in FY 86 and FY 87, 
respectively (OBPP). 

3. Based on corporate audit experience, it is estimated that the elimination of Section 243, 244, and 245 
deductions of the Internal Revenue Code will increase corporate tax collections by approximately $2.5 
million per year. 

4. Allowing domestic corporations to file consolidated returns will reduce collections by approximately 
$500,000 per year. 

FtHO :N/2 

f)</&J l~ rd.-=---------
BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: f?A 2s_
1 

_ _Li~---
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Request No. 
Form BD-15 

FISCAL IMPACT: 

FNN 487-85 
page 2 

Effect on Revenue: 
Corporate License Tax 

Fund Information: 
General Fund 
Earmarked Special 

Revenue Account 
Debt Service Account 
Local Governments 

Local Government 
Block Grant Account 

Net Local Government Impact 

TECHNICAL NOTE: 

FY 86 
Under Under 

Current Law Pro1:1osed Law 

$51,357,000 $53,357,000 

29,957,120 31,123,138 

11 '702,000 12,160,060 
5,148,880 5,346,372 
4,549,000 -0-

-0- 4,727,430 

FY 87 ---
Estimated Under Under 
Increase Current Law Pro1:1osed Law 

$2,000,000 $55,380,000 $57,380,000 

1,166,018 32,304,000 33,469,754 

458,060 12,618,750 13,076,902 
197 '492 5,552,250 5,749,476 

(4,549,000) 4,905,000 -o-

4,727,430 -0- 5,083,868 

178,430 

Section 14 of the bill states that this act is effective on passage and approval. This will require the 
Department of Revenue to immediately distribute additional FY 85 corporation tax revenues based on the new 
distribution. This will mean that the local government block grant account will receive funds in FY 85 
that will need to be distributed by June 30, 1985. An effective date of July 1, 1985 would alleviate the 
dual distribution process in FY 85. 

Increase 

$2,000,000 

1,165,754 

458,152 
197,226 

(4,905,000) 

5,083,868 

178,868 



STATE OF MONTANA 
REQUEST NO. FNN487-8S(Amended) 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received April 4 , 19 85 , there is hereby submitted a 
Fiscal Note for S.B. 4SS(Amended) 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 replacing the distribution of 80 percent of the corporation license and income taxes collected from banks 
and savings and loan associations to the taxing jurisdictions in the county where the banks or savings and loan 
associations are located with a distribution of a flat 8.86 percent of the corporation license and income taxes to 
be deposited to and distributed by the local government block grant program; revising the corporation license or 
income tax by providing that deductions are limited to those set forth in Section 15-31-114, MCA; providing for 
depreciacion expenses calculat€:<1 under the Internal Revenue Code Section 168, acceleratPd cost recovery system; 
providing that certain corporations may file consolidated returns; providing for distribution of collections from 
co~solidated returns; and providing an immediate effective date and an applicability date. 

FISCAL IMPACT 
The proposal as amended will generate approximately S300,000 of additional revenue by taxing portfolio type divi
dends, but will also create revenue losses by allowing additional consolidated returns. The number of consolida
tions is unknown, but we estimate that the $300,000 gain will be offset. Thus, the bill as amended has no impact • 

. ~!.,{# 
Office of Budgland Program Planning 

Date: ~N · £; · J<J%~--
R~_-./LSrni=": N. sf>:> '-Iss 
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APPROVED BY COMMITTEE 
ON TAXATION 

SENATE BILL NO. 455 

INTRODUCED BY TOWE 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: •• AN ACT REPLACING THE 

DISTRIBUTION OF 80 PERCENT OF THE CORPORATION LICENSE AND 

INCOME TAXES COLLECTED FROM BANKS AND SAVINGS AND LOAN 

ASSOCIATIONS TO THE TAXING JURISDICTIONS IN THE COUNTY WHERE 

THE BANKS OR SAVINGS AND LOAN ASSOCIATIONS ARE LOCATED WITH 

A DISTRIBUTION OF A FLAT 8.86 PERCENT OF THE CORPORATION 

LICENSE AND INCOME TAXES TO BE DEPOSITED TO AND DISTRIBUTED 

BY THE LOCAL GOVERNMENT BLOCK GRP.NT PROGRAM; PROVIDING FOR A 

DIFFERENT DISTRIBUTION FORMULA FOR FISCAL YEARS 1986 AND 

1987 TO INSURE THAT NO COUNTY RECEIVES LESS THAN 90 PERCENT 

OF THE AMOUNT DISTRIBUTED TO IT IN 1983 AND 1984; REVISING 

THE CORPORATION LICENSE OR INCOME TAX BY PROVIDING THAT 

DEDUCTIONS ARE LIMITED TO THOSE SET FORTH IN SECTION 

15-31-114, MCA, AND THOSE DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS FOR 

DIVIDENDS; PROVIDING FOR DEPRECIATION EXPENSES CALCULATED 

UNDER THE INTERNAL REVENUE CODE SECTION 168, ACCELERATED 

COST RECOVERY SYSTEM; PROVIDING THAT CERTAIN CORPORATIONS 

MAY FILE CONSOLIDATED RETURNS; PROVIDING FOR DISTRIBUTION OF 

COLLECTIONS FROM CONSOLIDATED RETURNS; AMENDING SECTIONS 

7-6-302 THROUGH 7-6-304, 15-1-501, 15-31-113, 15-31-114, 

~n> '-•""""• cau""' 
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15-31-141, 17-5-408, AND 20-9-343, MCA; REPEALING SECTIONS 

15-31-701 THROUGH 15-31-703, MCA; AND PROVIDING AN rMMBBrA~B 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

WHEREAS, the Montana Supreme Court has developed a 

judicial doctrine that incorporates the deductions contained 

in the federal Internal Revenue Code into the definition of 

"net income" for Montana corporation license tax purposes; 

and 

WHEREAS, the Montana Legislature has enacted a 

definition of "net income" for purposes of the corporation 

licen~e tax, and the effect of the judicial doctrine is to 

automatically include additional deductions as may be 

adopted by Congress without consideration or enactment by 

the Montana Legislature; and 

WHEREAS, the Montana Legislature should be allowed to 

enact deductions appropriate for Montana; and 

WHEREAS, the restrictions on filing consolidated tax 

returns without a deduction for dividends could place 

Montana corporations at a competitive disadvantage because 

corporations that operate both within and outside Montana 

are not subject to multiple taxation by Montana and can file 

combined tax returns pursuant to Title 15, chapter 31, part 

3, MCA. 

THEREFORE, one of the purposes of this act is to 

SECOND READING 
-2- SB 455 
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provide that only those deductions specifically set forth in 

Title 15, chapter 31, MCA, AND THOSE DEDUCTIONS PROVIDED FOR 

IN THE INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS 

FOR DIVIDENDS, may be used in calculating "net income",-etnd 

~fte-ded~ceions-in-the-fnternsl-Reventte--eode--do--noe--e~ppiy 

ttnless--speeitieally--provided-in-~itle-Z5,-chapee~-3r7-MeA. 

The Montana Legislature intends that Montana corporations 

have the right to file consolidated tax returns in order to 

avoid a competitive disadvantage with corporations which do 

not operate exclusively in Montana. 

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

Section 1. Section 7-6-302, MCA, is amended to read~ 

"7-6-302. Local government block grant account created 

source of funds. (1) There is a local government block 

grant account within the state special revenue fund. 

(2} Funds in this account must be used to provide 

payments from the local government block grant program to 

eligible jurisdictions. 

(3} Thirty-three and one-third percent of the oil 

severance tax collected under the provisions of 15-36-101~ 

8.86~ of the corporation license and income taxes collected 

under the provisions of Title 15, chapter 31, and all funds 

appropriated to the account must be deposited in the 

account. 11 
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Section 2. Section 7-6-303, MCA, is amended to read: 

"7-6-303. Local government block grant program. ( 1) 

The department of commerce shall administer the local 

government block grant program and distribute funds from the 

local government block grant account. 

(2) The local government block grant program is 

comprised of ~hre~ four parts: 

(a) a general purpose block grant for municipalities, 

cc~nties, school districts, and other jurisdictions: 

~--a grant for taxing jurisdictions consistin~ 

8.86% of the corporation license and income taxes; 

tbti£1 a general services block grant for counties; 

and 

tct.l..£1 a general services block grant for 

municipalities." 

Section 3. Section 7-6-304, MCA, is amended to read: 

''7-6-304. Division of block grant funds. The division 

of funds within the local government block grant account is 

as follows: 

(1) Except as provided in 7-6-309(1) and subsection 

~~ the general purpose block grant for municipalities, 

counties, school districts, and other jurisdictions must be 

funded, before any other distributions are made from the 

account, in an amount sufficient to cover the reimbursements 

required by 61-J-536. 

-4- SB 455 
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(2) The portion of the block grant account consisting 

of 8.86% of the corporation license and income taxes 

collected under the provisions of Title 15, chapter 31, must 

be distributed as provided in this subsection prior to 

funding the general services block grants. The portion of 

the account consisting of 8.86\ of the corporation license 

and income taxes must be allocated to all of the counties on 

a per capita basis. HOWEVER, FOR FISCAL YEARS 1986 AND 1987, 

NO COUNTY SHALL RECEIVE LESS THAN 90% OF THE AVERAGE ANNUAL 

AMOUNT OF CORPORATION LICENSE AND INCOME ·TAXES RECEIVED BY 

SUCH COUNTY FOR THE FISCAL YEARS 1983 AND 1984 FROM 

DISTRIBUTION PURSUANT TO 15-31-702. IF PER CAPITA 

DISTRIBUTION WOULD RESULT IN A COUNTY RECEIVING LESS THAN 

SUCH GUARANTEED 90%, THE PER CAPITA DISTRIBUTION OF 8.86% 

SHALL BE ADJUSTED ACCORDINGLY SO THAT NO COUNTY RECEIVES 

LESS THAN ITS GUARANTEED 90% FOR FISCAL YEARS 1986 AND 1987, 

PROVIDED SUFFICIENT REVENUES EXIST. THIS ADJUSTMENT SHALL 

BE MADE BY THE DEPARTMENT TO PRESERVE A PROPORTIONATE, PER 

CAPITA DISTRIBUTION AMONG THOSE COUNTIES RECEIVING MORE THAN 

THEIR 90% GUARANTEED AMOUNT. THE ADJUSTMENT SHALL ALSO NOT 

RESULT IN DISTRIBUTING MORE THAN 8.86% OF CORPORATION 

LICENSE AND INCOME TAXES TO ALL COUNTIES. The counties shall 

allocate the amount received to each taxing jurisdiction in 

the county in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxinjl 
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authorities of the county. 

t~tl!l (a) The general services block grant for 

counties must be funded from a percentage of the remaining 

funds deposited in the account equal to the ratio of the 

unincorporated population to the state population. 

(b) The general services block grant for 

municipalities must be funded from a percentage of the 

remaining funds deposited in the account equal to the ratio 

of the incorporated population to the total state 

population." 

Section 4. Section 15-l-501, MCA, is amended to read: 

'
115-1-501. (Effective July lr 1985--Applicable to tax 

years beginning after December 31, 1984) Disposition of 

moneys from certain designated license and other taxes. (1) 

The state treasurer shall deposit to the credit of the state 

general fund all moneys received by him from the collection 

of: 

(a) automobile driver's license fees under subsections 

(1) through (6) of 61-5-111; 

(b) electrical energy producer's license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone [company] license taxes under chapter 

-6- SB 455 
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53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) Seventy-five percent of all moneys received from 

the collection of income taxes under chapter 30 and 68.35% 

of all moneys received from the corporation license and 

income taxes under chapter 3lr--exeep~--a~--prov±ded--±n 

i5-3t-T9~, shall be deposited in the general fund subject to 

the prior pledge and appropriation of such income tax and 

corporation license tax collections for the payment of 

long-range building program bonds. An amount equal to 8.86~ 

of all moneys received from the collection of_ corporation 

license and income taxes under chapter 31 shall be d~posite~ 

into the local government block grant account within the 

state special revenue fund, subject to the prior pledge and 

appropriation of such corporation license tax collect~~ns 

for the payment of long-range buildin~_program bonds. The 

remaining iS~ 22.79% of the proceeds of the corporation 

license tax,-exetttd~ft9-~ka~-aiioeated-t~-the-eotlntie~-tl"Oe~ 

*5-31-~~~~ and the corporation income taxy and the remaining 

25% of the income tax shall be deposited to the credit of 

the state spec~al revenue fund for state equalizat1on aid to 

the public schools of Montana. 

(3) The state treasurer shall also deposit to the 

credit of the state general fund all moneys received by him 
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from the collection of license taxes, fees, and all net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

{4) Thirty-three and one-third percent of the total 

collections of the oil severance tax under chapter 36 shall 

be deposited into the local government block grant account 

within the state special revenue fund. After the 

distribution provided for in 15-36-112, the remainder of the 

oi: severance tax collections shall be deposited 1n the 

ge:1eral fund." 

Section 5. Section 15-31-113, HCA, is amended to read: 

"15-31-113. Gross income and net income. ( l) The term 

1'gross income" means all income recognized in determining 

the corporation's gross income for federal income tax 

purposes and: 

(a) including: 

(i) interest exempt from federal inc8me tax; 

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

reporting corporation not recognized for federal corporate 

lncome tax purposes pursuant to sections 331 through 337 of 

the Internal Revenue Code (as those sections may be amended 

or renumbered) attributable to stockholders, either 

individual or corporate, not subject to Montana 1ncome or 

license tax under Title 15, chapter 30 or chapter 31, as 

appropriate, on the gain passing through to the stockholders 

-8- SB 455 
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pursuant to 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 liquidating corporation 

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

(2) The term 11 net income" means the gross income of 

the corporation less tke only those deductions set forth in 

15-31-114~ lt-doe~-noe-~~e!tlde-~ny-ded~e~ion~-~llowed-by-ene 

!~eerna%-Reventte-€ode-tlniess-speeif±eeity--provided--for--in 

th~~--ehapt@r~ AND THOSE ' DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR THE SPECIAL DIVIDEND 

DEDUCTIONS PROVIDED FOR BY SECTIONS 243 A(l) AND (3), 244, 

AND 245 OF THE INTERNAL REVENUE CODE (OR AS THOSE SECTIONS 

MAY BE AMENDED OR RENUMBERED) WHICH ARE SPECIFICALLY DENIED 

AS DEDUCTIONS. THOSE DEDUCTIONS IN 15-31-114 THAT REFERENCE 

THE INTERNAL REVENUE CODE SHALL USE THE INTERNAL REVENUE 

CODE IN EFFECT FOR THE TAXABLE YEAR. 

(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 not subject to or 

liable for federal income tax but not exempt from the 

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

shall compute gross lncome for corporation license tax 
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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." 

Section 6. Section 15-31-114, MCA, is amended to read: 

01 15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

{l) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax: provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid 

connection with securing such income shall be deductible. 

1n 

I 2! {a) All losses actually sus~ained and charged off 

within the year and not compensated by ir1surance or 

-10- SB 455 
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otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be determined according to the 

provisions of section 167 or 168 of the Internal Revenue 

Code in effect with respect to the taxable year. All 

elections for depreciation shall be the same as the 

elections made for federal income tax purposes. No deduction 

shall be allowed for any amount paid out for any buildings, 

permanent improvements, or betterments made to increase the 

value of any property or estate, and no deduction shall be 

made for any amount of expense of restoring properlJ or 

making goad the exhaustion thereof for which an allowance is 

or has been made. 

(b) {i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operat1ng 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

"net operating loss'' means the excess of the deductions 

allowed by this section, 15-31-114, over the gross income, 

with the modifications specified in (il) of this subs~ction. 

If for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 
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periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss~ A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

~mount of such loss over the sum of the net income for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (ii)(B) of this subsection and by 

determining the amount of the net operating loss deduction 

without regard to the net operating loss fer the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii) ?he modifications referred to lO {i) of this 

subsection shall be as follows: 

{A) No net operating loss deduction shall be allowed. 

{B) The deduction for depletion shall not exceed the 

~mount which would be allowable if compu~ed under the cost 

method. 
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{C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prior to the date of merger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulti~g from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after Ja11uary 1, 

1971. 

(3) In the case of mines, other natural deposits, oil 
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and gas wells, and timber, a reasonable allowance for 

depletion and for depreciation of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 

{5) (a) Taxes paid within the year, except the 

following: 

[i) Taxes imposed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

1ncome or profits imposed by authority of the government of 

the United States. 

(iv) Taxes imposed ~y any other state or country upon 
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or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes_ imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532, paid within the year. 

(7) That portion of an energy-related 

allowed as a deduction under 15-32-103. 

investment 

(8) (a) Except as 

charitable contributions 

provided 

and gifts 

in subsection 

that qualify 

(b I, 

f·")r 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shalJ not allow 1;-1 

the rate base of a regulated corporation the inclusion of 

contributions made under this subsection. 

(9) In lieu of the deduction allowed under subsection 

(8), the taxpayer may deduct the fair market value, not to 

exceed 30% of the taxpayer's net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended far use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

(a) the contribution is made no later than 5 years 

after the manufacture of the donated property is 

substantially completed; 
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(b) the property is not transferred by the donee in 

exchange for money, other property, or services; and 

(c) the taxpayer receives a written statement from the 

donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provisions of (b) of this 

subsection ( 9) • " 

Section 7. Section 15-31-141, MCA, is amended to read: 

''15-31-141. Consolidated returns computation and 

procedure ----p~oh±e±t±on--on--f±nene±ai-±nst±tttt±on~. (1) 

Corporations which are affiliated may ""~ file a 

consolidated return Hnie~~ if the following cond~Sions are 

met: 

~ at least 80% of all classes of stock of each 

corporation involved is owned directly or indirectly by one 

or more members of the affiliated groupo~ 

(b) all members of the affiliated qroup_are qualified 

to do business in Montana; and 

(c) all members of the affiliated group ?Perate 

~clus~vely within Montana. 

tit--eo~po~at±on3-may-not-f±ie--a--eon~oiida~ed--~et~rn 

ttn~e~~--the--operat±on-o£-the-a£f±iia~ed-9rottp-const±tttt~~-a 

Hnitary-btt~±ne~~--and--perm±~~ion--to--~~re--a--eonsol±ae~ed 

r~tttrn--±a--g±~en-by-the-aepartment-o~-re~enaeo-For-p~rpo~e~ 

o£-thia-aeet±on,-a-Httnitary-btta±ne~~-op~rat±ona-meana-one-±n 
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wh~eh-the-btisine~s-operat%ons-condtteted-by-the--eorporations 

in--the--aff~+±a~ed-gro~p-a~e-in~e~reiated-or-±nterdepende~t 

to-tne-extent-that-the-net-ineome-o£-one-eorporation--ea~not 

reasonabiy-be-dete~m±ned-witheot-re£erenee-to-the-operations 

eondoeted-by-the-other-eorporation~~ 

t3tlll If the conditions of s~b~eetion~ subsection (l) 

end--t~t-of-this-se~tion are met, the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4till Any corporation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least 80% of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such assets of the 

corporation as are required for the purposes of this 

chapter, and such other information as the department may 

requ1re, but excluding intercorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under thls chapter and owned or controlled, either directly 

or indirectly, by another corporation may be required to 

make a report consolidated with the owning company, showing 

the combined net income, such assets of the corporation as 

are required for the purposes of this chapter, and such 

other information as the department may require, but 

excluding intercorporate stockho1dings and intercorporate 

-17- SB 455 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

2.3 

24 

25 

SB 0455/02 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income earned 

department is 

from business done in this state, the 

authorized and empowered to equitably adjust 

the tax in such manner as it may determine. 

t5t--tat-A-majer~~y--of--the--eorporat±on--i±eens~--tax 

eoi!~e~~d--f~em--£±naneial--±net±t~t~one--±e--pa~d--to-ioeai 

government-areae-±n--wh±eh--eaeh--£~nane±ai--inst±ttltion--±e 

toeat~d.---However,---eon~o~±dated---ret~rne--for--£±neneiai 

inet±tut±ons-do-not-refieet-the--trtle--tax--attr±btltab~e--to 

eaeh--ioeai--~o~ernment~--tn--add±t±onr-eonsoi±dated-rettlrne 

wotlld-permit-£inaneiai-±nst±tutions-te-off~et-±neome-aga±nst 

±oeee~-oE-non£±nane±ai-±net±tut±ons,-thereby-O±etort±n9--t~e 

true-ineome-of-eaeh-f±nane±ai-or~an±zat±on~ 

tbt--In--aeeordance--w±th--ettb~eetie"-t5ttat7-f±~~ne±a± 

~net±tttt~on~-are-preh±b±ted-from-£±i~n9-~oneoiidated-r~ttlrn~ 

tlnder-th±~-seet±ono'' 

Section B. Section 17-5-408, MCA, is amended to read: 

''17-5-408. Percentage of income, corporation license, 

and cigarette tax pledged. (1) The state pledges and 

appropriates and directs to be credited as received to the 

debt service account ll% of all moneyr-exeept-a~-proviOeO-in 

i5-3i-18i, received from the collection of the income tax 

referred to 10 15-l-501 and 10.021 of all money received 
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from the collection of the corporation license tax referred 

to in 15-1-501 and such additional amount of said taxes, if 

any, as may at any time be needed to comply with the 

principal and interest and reserve requirements stated in 

17-5-405{4), provided that no more than 11% of ~aeh the 

income tax collections or 10.02% of the corporatio~ license 

tax collections shall be deemed to be pledged for the 

purpose of 17-5-403(2). The pledge and appropriation herein 

made shall be and remain at all times a first and prior 

charge upon all money received from the collection of said 

taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 79.75% of all money 

received from the collection of the 16-cent 

cigarettes which is 

16-11-111. The state 

levied, imposed, 

also pledges and 

excise tax on 

and assessed by 

appropriates and 

directs to be credited as received to the debt service 

account all money received from the collection of the taxes 

on other tobacco products which are or may hereafter be 

levied, imposed, and assessed by law for that purpose, 

including the tax levied, imposed, and assessed by 

16-ll-202. Nothing herein shall impair or otherwise affect 

the provisions and covenants contained in the resolutions 

authorizing the presently outstanding long-range building 

program bonds. Subject to the provisions of the preceding 
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sentence, the pledge and appropriation herein made shall be 

and remain at all times a first and prior charge upon all 

money received from the collection of all taxes referred to 

in this subsection (2).'' 

Section 9. Section 20-9-343, MCA, is amended to read: 

''20-9-343. Definition of and revenw.e for state 

equalization aid. (l) As used in this title, the term ''state 

equal1zation aid" means those moneys deposited in the state 

sp~cial revenue fund as required in this section plus any 

le0islative appropriation of moneys from other sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for 

equalization aid shall be made in 

biennium. The superintendent of 

a single sum for 

public i~struction 

authority to spend such appropriation, together with 

state 

the 

has 

the 

earmarked revenues provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

(3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

(a) 25% of all moneys received from the collection of 

income taxes under chapter 30 of Title 15; 

(b) %5' 22.79% of all moneys,-except-a~-pro~ided-in 

X5-3±-~ar, received from the collection of corporation 
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license taxes under chapter 31 of Title 15, as provided by 

15-l-501; 

(c) 10% of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) 62 l/2% of the moneys received from the treasurer 

of the United States as the state•s shares of oil, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

(e) interest and income moneys described in 20-9-341 

and 20-9-342; 

If l income from the local impact and education trust 

fund account; and 

(g) in addition to these revenues, the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333 shall be paid 

into the same state special revenue fund. 

(4} Any surplus revenue in the state equalization aid 

18 account in the second year of a biennium may be used to 

19 reduce the appropriation required for the next succeeding 

20 biennium [or may be transferred to the state permissive 

21 account if revenues in that fund are insufficient to meet 

22 the state's permissive amount obligation).'' 

23 NEW SECTION. Section 10. Extension of authority. Any 

24 existing authority of the department of revenue or the 

25 department of commerce to make rules on the subject of the 
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provisions of this act is extended to the provisions of this 

act. 

NEW SECTION. Section 11. Intent of amendment. The 

1983 Montana Code Annotated contains two versions of 

15-1-501. One is a temporary version, and the other is 

effective July 1, 1985. Section 15-1-.501{2) of both versions 

contains the same language. It is intended that the 

amendment to 15-1-501 contained in section 4 of this act 

amend both versions. 

NEW SECTION. Section 12. Repealer. Sections 15-31-701 

through 15-31-703, MCA, are repealed, 

NEW SECTION. Section 13. Applicability date. This act 

is applicable to taxable years beginning on or after January 

1, 1985. 

NEW SECTION. Section 14, Effective date. This act is 

effective o"-pa~~d9e-and-approvai JULY 1, 1985. 

-End-
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SENATE BILL NO. 455 

INTRODUCED BY TONE 

BY REQUEST OF THE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT REPLACING TBE 

DISTRIBUTION OF 80 PERCENT OF THE CORPORATION LICENSE AND 

INCOME TAXES COLLECTED FROM BANKS AND SAVINGS AND LOAN 

ASSOCIATIONS TO THE TAXING JURISDICTIONS IN THE COUNTY WHERE 

THE BANKS OR SAVINGS AND LOAN ASSOCIATIONS ARE LOCATED WITH 

A DISTRIBUTION OF A FLAT 8.86 PERCENT OF THE CORPORATION 

LICENSE AND INCOME TAXES TO BE DEPOSITED TO AND DISTRIBUTED 

BY THE LOCAL GOVERNMENT BLOCK GRANT PROGRAM; PROVIDING FOR A 

DIFFERENT DISTRIBUTION FORMULA FOR FISCAL YEARS 1986 AND 

1987 TO INSURE THAT NO COUNTY RECEIVES LESS THAN 90 PERCENT 

OF THE AMOUNT DISTRIBUTED TO IT IN 1983 AND 1984; REVISING 

THE CORPORATION LICENSE OR INCOME TAX BY PROVIDING THAT 

DEDUCTIONS ARE LIMITED TO THOSE SET FORTH. IN SECTION 

15-31-114, MCA, AND THOSE DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS FOR 

DIVIDENDS; PROVIDING FOR DEPRECIATION EXPENSES CALCULATED 

UNDER THE INTERNAL REVENUE CODE SECTION 168, ACCELERATED 

COST RECOVERY SYSTEM; PROVIDING THAT CERTAIN CORPORATIONS 

MAY FILE CONSOLIDATED RETURNS; PROVIDING FOR DISTRIBUTION OF 

COLLECTIONS FROM CONSOLIDATED RETURNS; AMENDING SECTIONS 

7-6-302 THROUGH 7-6-304, 15-1-501, 15-31-113, 15-31-114, 

~ ..... ,....,., .. """"" 
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15-31-141, 17-5-408, AND 20-9-343, MCA; REPEALING SECTIONS 

15-31-701 THROUGH 15-31-703, MCA; AND PROVIDING AN fMMB9fA~B 

EFFECTIVE DATE AND AN APPLICABILITY DATE." 

WHEREAS, the Montana Supreme Court has developed a 

judicial doctrine that incorporates the deductions contained 

in the federal Internal Revenue Code into the definition of 

"net income" for Montana corporation license tax purposes; 

and 

WHEREAS, the Montana Legislature has enacted a 

definition of "net incomen for purposes of the corporation 

license tax, and the effect of the judicial doctrine is to 

automatically include additional deductions as may be 

adopted by Congress without consideration or enactment by 

the Montana Legislature; and 

WHEREAS, the Montana Legislature should be allowed to 

enact deductions appropriate for Montana; and 

WHEREAS, the restrictions on filing consolidated tax 

returns without a deduction for dividends coUld place 

Montana corporations at a competitive disadvantage because 

corporations that operate both within and outside Montana 

are not subject to multiple taxation by Montana and can file 

combined tax returns pursuant to Title 15, chapter 31, part 

3, MCA. 

THEREFORE, one of the purposes of this act is to 
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provide that only those deductions specifically set forth in 

Title 15, chapter 31, MCA, AND THOSE DEDUCTIONS PROVIDED FOR 

IN THE INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS 

FOR DIVIDENDS, may be used in calculating "net income";-8ftd 

the-ded~ctiens-in-~he-Tn~erna%-Reven~e--eede--de--noe--app±y 

uniess--speeifieaiiy--provided-tn-~itie-%S7-ehap~er-3t7-MeA. 

The Montana Legislature intends that Montana corporations 

have the right to file consolidated tax returns in order to 

avoid a competitive disadvantage with corporations which do 

not operate exclusively in Montana. 

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

section 1. Section 7-6-302, MCA, is amended to read: 

"7-6-302. Local government block grant account created 

source of funds. (1) There is a local government block 

grant account within the state special revenue fund. 

{2) Funds in this account must be used to provide 

payments from the local government block grant program to 

eligible jurisdictions. 

(3) Thirty-three and one-third percent of the oil 

severance tax collected under the provisions of 15-36-lOlL 

8.86\ of the corporation license and incOme taxes collected 

under the provisions of Title 15, chapter 31, and all funds 

appropriated to the account must be deposited in the 

account." 
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section 2. Section 7-6-303, MCA, is amended to read: 

"7-6-303. Local government block grant program. (1) 

The department of commerce shall administer the local 

government block grant program and distribute fundi from the 

local government block grant account. 

(2) The local government block grant program is 

comprised of ehree four parts: 

(a) a general purpose block grant for municipalities, 

counties, school districts, and other jurisdictions; 

(b) a grant for taxing jurisdictions consisting of 

8.86' of the corporation license and income taxes; 

tbti£1 a general services block grant for counties; 

and 

tet@ a 

municipalities." 

general services block grant for 

Section 3. Section 7-6-304, MCA, is amended to read: 

N7-6-304. Division of block grant funds. The division 

of funds within the local government block grant account is 

ae follows: 

(1) Except as provided in 7-6-309(1) and subsection 

~, the general purpose block grant for municipalities, 

counties, school districts, and other jurisdictions must be 

funded-, before any other distributions are made from th:e 

account, in an amount sufficient to cover the reimbursements 

required by 61-3-536. 
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(2) The portion of the block grant account consisting 

of 8.86' of the corporation license and income taxes 

collected under the provisions of Title 15, chapter 31, must 

be distributed as provided in this subsection prior to 

funding the general services block grants. The portion of 

the account consisting of 8.86\ of the corporation license 

and income taxes must be allocated to all of the counties on 

a per capita basis. HOWEVER, FOR FISCAL YEARS 1986 AND 1987, 

NO COUNTY SHALL RECEIVE LESS THAN 90\ OF THE AVERAGE ANNUAL 

AMOUNT OF CORPORATION LICENSE AND INCOME TAXES RECEIVED BY 

SUCH COUNTY FOR THE FISCAL YEARS 1983 AND 1984 FROM 

DISTRIBUTION PURSUANT TO 15-31-702. IF PER CAPITA 

DISTRIBUTION WOULD RESULT IN A COUNTY RECEIVING LESS THAN 

SUCH GUARANTEED 90\, THE PER CAPITA DISTRIBUTION OF 8.86\ 

SHALL BE ADJUSTED ACCORDINGLY SO THAT NO COUNTY RECEIVES 

LESS THAN ITS GUARANTEED 90% FOR FISCAL YEARS 1986 AND 1987, 

PROVIDED SUFFICIENT REVENUES EXIST. THIS ADJUSTMENT SHALL 

BE MADE BY THE DEPARTMENT TO PRESERVE A PROPORTIONATE, PER 

CAPITA DISTRIBUTION AMONG THOSE COUNTIES RECEIVING MORE THAN 

THEIR 90\ GUARANTEED AMOUNT. THE ADJUSTMENT SHALL ALSO NOT 

RESULT IN DISTRIBUTING MORE THAN 8.86\ OF CORPORATION 

LICENSE AND INCOME TAXES TO ALL COUNTIES. The counties shall 

allocate the amount received to each taxing jurisdiction in 

the county in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxing 
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authorities of the county. 

tit11l (a) The general services block grant for 

counties must be funded from a percentage of the remaining 

funds deposited in the account equal to the ratio of the 

unincorporated population to the state population. 

(b) The general services block grant for 

municipalities must be funded from a percentage of the 

remaining funds deposited in the account equal to the ratio 

of the incorporated population to the total state 

population.•• 

Section 4. Section 15-1-501, MCA, is amended to- -read: 

"15-l-501. (Eff~ctive July 1, 1985--Applicable to tax 

years beginning after December 31, 1984) Disposition of 

moneys from certain designated license and other taxes. (1) 

The state treasurer shall deposit to the credit of the state 

general fund all moneys received by him from the collection 

of: 

(a) automobile driver•s license fees under subsections 

(1) through (6) of 61-5-lll; 

(b) electrical energy producer•s license taxes under 

chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36; 

(d) liquor license taxes under Title 16; 

(e) telephone (company) license taxes under chapter 
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pursuant to 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 liquidating corporation 

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

( 2 J The term "net income" means the gross income of 

the corporation less the only those deductions set forth in 

15-31-1147 It-dees-ftet-iftei~de-afty-ded~etiefts-aiiewed-by-the 

lnte~~a~-Revenae-eoee-an%ess-spee~£ieaiiy--provided--fcr--in 

this--ehaptCPT AND THOSE DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR THE SPECIAL DIVIDEND 

DEDUCTIONS PROVIDED FOR BY SECTIONS 243 A(l) AND (3), 244, 

AND 245 OF THE INTERNAL REVENUE CODE (OR AS THOSE SECTIONS 

MAY BE AMENDED OR RENUMBERED) OR ANY OTHER DEDUCTION FOR 

DIVIDENDS, WHETHER PAID OR RECEIVED, AS PROVIDED BY THE 

INTERNAL REVENUE CODE, WHICH ARE SPECIFICALLY DENIED AS 

DEDUCTIONS. THOSE DEDUCTIONS IN 15-31-114 THAT REFERENCE THE 

INTERNAL REVENUE CODE SHALL USE THE INTERNAL REVENUE CODE IN 

EFFECT FOR THE TAXABLE YEAR. 

( 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 not subject to or 

liable for federal income tax but not exempt from the 
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corporation license tax under 15-31-101(3) or 15-31-102 

shall compute gross income for 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." 

Section 6. Section 15-31-114, MCA, is amended to read: 

"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

(l) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its 

reasonable allowance 

business and properties, including 

for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deduct~ble. 
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amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana~ 

(iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prior to the date of merger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 
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1971. 

(3) 

and gas 

depletion 

In the case of mines, other natural deposits, oil 

wells, and timber, a reasonable allowance for 

and for 

reasonable allowance 

depreciation of 

to be determined 

improvements; 

according to 

such 

the 

provisions of the Internal Revenue Code in effect for the 

taxable yeat. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 

(5) (a) Taxes paid within the year, except the 

following: 

(i) Taxes imposed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

income or profits imposed by authority of the government of 
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ret~~ft--*s--~*ven-bJ-the-depar~men~-ef-revenue~-Per-p~rposes 

ef-tftis-seet~enT-a-•~n*tary-b~siness-operat~on•-means-ene-~n 

whieh-the-b~siness-cperaticns-ecnd~eted-by-the--ecrpcrations 

in--the--a!!iliated-grc~p-are-interretated-cr-interdependent 

to-the-extent-thae-tfte-net-ineeme-ef-ene-eorporation--eannet 

reasonab!y-be-determined-witno~t-re£erenee-te-the-eperations 

ecnd~eted-by-the-cther-ecrpcraticnsT 

t3t~ If the conditions of s~bseetiens subsection (l) 

and--tit-of-this-seetion are met, the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t•tlll Any corporation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least 80\ of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such assets of the 

corporation as 

chapter, and 

require, but 

are required for the purposes of this 

such other information as the department may 

excluding intercorporate stockholding& and 

intercorporate accounts. Any corporation liable to report 

under this chapter and owned or controlled, either directly 

or indirectly, by another corporation may be required to 

make a report consolidated with the owning company, showing 

the combined net income, such assets of the corporation as 

are required for the purposes of this chapter, and such 
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other information as the department may require, but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income earned from business done in this state, the 

department is authorized ,and empowered to equitably adjust 

the tax in such manner as it may determine. 

t5t--tat-A-ma;eriey--er--the--eerpcraticn--iieense--t8~ 

eetleeted--from--£inaneial--instit~tiena--is--paid--tc-tcea! 

gevernment-area~-in--whieft--eaeh--£inaneiai--inseit~tien--*s 

ioeatedT---However7---eeneeiidated---ret~rns--£or--finaneia% 

instit~tiens-do-not-re£ieet-the--tr~e--taM--attrih~tabie--eo 

eaeh--ieeai--governmente--ln--additionr-consoiida~ed-ret~rns 

wouid-permit-finaneiai-instit~tiens-to-e~fset-incoae-against 

ioeses-e£-non£inanciai-institutionsT-tftereby-disterting--tfte 

tr~e-ineome-o£-eaeh-!inaneiai-organizationT 

tbt--fn--aeeerdanee--with--s~bseetien-tSttat7-finaneiai 

instittttio.fts-are-prohibited-£rom-£iii:uJ-eonsoiidatet!-rettsrns 

tuuier-this-seeti:onT 11 

Section 8. Section 17-5-408, MCA, is amended to read: 

"17-5-408. Percentage of income, corporation license, 

and cigarette tax pledged. (l) The state pledges and 

appropriates and directs to be credited as received to the 

debt service account 11% of ·all money,.-exeept:-es-pro~i:ded-~rt 
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(b) iSt 22.79\ of all moneys7-excep~-as-pre•ided-in 

iS-3%-i&iy received from the collection of corporation 

license taxes under chapter 31 of Title 15, as provided by 

15-l-5011 

(c) 10\ of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) 62 1/2\ of the moneys received from the treasurer 

of the United States as the state's shares of oil, gas, and 

other mineral royalties under 

Leasing Act, as amended; 

the federal Mineral Lands 

(e) interest and income moneys described in 20-9-341 

and 20-9-3421 

(f) income from the local impact and education trust 

fund account; and 

(g) in addition to these revenues, the surplus 

revenues collected by the counties for foundation program 

support according to 20-9-331 and 20-9-333 shall be paid 

into the same state special revenue fund. 

(4) Any surplus revenue in the state equalization aid 

20 account in the second year of a biennium may be used to 

21 reduce the appropriation required for the next succeeding 

22 biennium [o[ may be transferred to the state permissive 

23 account if revenues in that fund a[e insufficient to meet 

24 the state's permissive amount obligation] ... 

25 NEW SECTION. Section 10. Extension of authority. Any 
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existing authority of the department of revenue or the 

department of commerce to make rules on the subject of the 

provisions of this act is extended to the provisions of this 

act. 

NEW SECTION. Section 11. Intent of amendment. The 

1983 Montana Code Annotated contains two versions of 

15-1-501. One is a temporary version, and the other is 

effective July 1, 1985. Section 15-1-501(2) of both versions 

contains the same language. It 

amendment to 15-1-501 contained 

amend both versions. 

is intended that the 

in section 4 of this act 

NEW SECTION. Section 12. Repealer. Sections 15-31-701 

through 15-31-703, MCA, are repealed. 

NEW SECTION. Section 13. Applicability date. This act 

is applicable to taxable years beginning on or after January 

1, 1985. 

NEW SECTION. Section 14. Effective date. This act is 

effective en-passage-and-appre¥al JULY 1, 1985. 

-End-
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HOUSE STANDING COMMITTEE REPORT 

Page l of 2. March -~-~·-'··· . 1e .. s..s .... 

MR ........ S£EAK.E.R.: .... 

We, your committee on ... .............. TAXAT.IO!l!. .................. . 

having Mad under consideration . SENAXE .. Bill No ... 45-5··· 

third reading copy ( blue 
colo< 

REVISING THE CORPORATION TAX CONCERNING NET INCOME & CONSOLIDATED 

RETURNS; 

Respectfully report as follows: That ........................ ?.~~~~-~., .. . 

be amended as follows: 

1. Title, line 25. 
Following: • 7-6-304, 11 

Insert: •7-6-309," 

... Bill No ... t~.~---

2. Page 5, lines 4 and 5. 
Following: "subsection• on line 4 
Strike: "prior to funding the general services block 

qran;s" 
Insert: 1ndependent of the funding of any other block 

grant" 

~H~ 
~· 

................. (99D.t:Jn\l.e.clL ............ . ....... E.;~;~m~~: · ·· 

~· 

Page 2 of 2. 
SB 455 March. 29 ... 19 .8.:) .. 

-It 

3. Page 6. 
Following: line 10 
Insert: •section 4. Section 7-6-309, MCA, is amended to 

read: 
"7-6-309. Disposition and use of funds. Dis

bursements from the local government block grant 
account shall be made as follows: 

(1} On October 1, 1983, a disbursement must be 
made from the general services block grant that is the 
lesser of: 

lal $2 million; or 
(bl one-third of the total general fund appro

priation to the account for the biennium ending- June 
30, 1985. 

(2) On March 1, 1984, and March 1 of each suc
ceeding year the reimbursement required by 61-3-536 
must be distributed. 

(3) On June 30, 1984, a disbursement must be made 
from the general services block grants for municipal
ities and counties that equals the amount which is the 
lesser of the difference between the account balance on 
that date and: 

(a) $3 million; or 
(b) one-half of the total general fund appro

priation to the account for the biennium ending June 
30' 1985. 

(4) 9ft Except as provided in subsection (5), on 
June 30, 1985, and June 30 of each succeed1ng year, all 
funds remaining in the account must be distributed. 

(5) On May 1, 1986, and May 1 of each succeeding 
ear, the port1on of the local government block grant 

account consJ.StJ.nq of 8. 86% of the corporate license 
and 1ncome tax must be dJ.strJ.buted. 

iS~ (6) The funds distributed by this part may be 
used for any-purpose authorized by law.• It 

'J:o--?1~ 

" /'; jJ 
.ky~vvr ... 

GE7Y DEVLIN, Chatrman. 
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COMMITTEE OF THE WHOLE AMENDMENT 

HOUSE 
4-3-85 

DATE 

5:55 PM 
TIME 

MFI. CHAiflMAN, I MOVETOAMEND SENATE BILL No. 455 -IJ. v-:_ 

third reading copy. f blue 
Colo< 

I as follows: 

1. Pa9e 9, line 16. 
Followi09: "RENUMBERED l" 
Insert: "unless such d vidends are received from affiliated 
companies which are so• or more controlled,• 

' 
~ 

&_~ 
~-

I ( AQOPT ) 

REJECT 

Rep. Dave Brown 
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0 

COMMITTEE OF THE WHOLE AMENDMENT 
4-2-85 

HOUSE DATE 

1:45 
TIME 

MR. CHAIRMAN' I MOVE TO AMEND SENATE BILL No. 455 

THIRD reading copy 1 BLUE 1 as foUows: 
Coloo-

1. Pa9e 5, line 12. 
Fo1lowin9: "15-31-702" 
Insert; •, as that section read on January 1, 1985• 
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HOUSE 
COMMITTEE OF THE WHOLE AMENDMENT 

0 

4031115P.cW 

4-3-85 
DATE 

11:15 
TIME 

MR.CHAIRMANoiMOVETOAMENO Senate Bill No. 455 

th i rd reacmg copv I blue 1 •• tonows: 

0 

~\f 
o9 

REJECT 

Color 

1. Title, lines 13 and 14. 
Strike: "FOR FISCAL YEARS 1986 AND 1987" 

2. Title, line 14. 
Strike: •9o• 
Insert: •1oo• 

3. Page S, line 8. 
Strike; "FOR FISCAL YEARS 1986 AND 1987," 

4. Page 5, line 9. 

s. 

6. 

5. 

Strike; •got• 
Insert: •'I'lfii't • 

Page S, line 14. 
Strike: "90%" 
Insert: •J"mr• • 

Page S, line 16. 
Strike; "901 FOR FISCAL YEARS 1986 AND 1907" 
Insert: •lOot" 

Page S, line 20. 
strike: •got• 
Insert: •IiiO\" 

.......... ~~!'- ... Ke:lrn!.AnL 
Rep. Keenan 
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SENATE BILL NO. 455 

INTRODUCED BY TOWE 

BY REQUEST OF TRE DEPARTMENT OF REVENUE 

A BILL FOR AN ACT ENTITLED: "AN ACT REPLACING THE 

DISTRIBUTION OF 80 PERCENT OF THE CORPORATION LICENSE AND 

INCOME TAXES COLLECTED FROM BANKS AND SAVINGS AND LOAN 

ASSOCIATIONS TO THE TAXING JURISDICTIONS IN THE COUNTY WHERE 

THE BANKS OR SAVINGS AND LOAN ASSOCIATIONS ARE LOCATED WITH 

A DISTRIBUTION OF A FLAT 8.86 PERCENT OF THE CORPORATION 

LICENSE AND INCOME TAXES TO BE DEPOSITED TO AND DISTRIBUTED 

BY THE LOCAL GOVERNMENT BLOCK GRANT PROGRAM; PROVIDING FOR A 

DIFFERENT DISTRIBUTION FORMULA P6R--PfS€Ab--¥EARS--l986--AN6 

1981 TO INSURE THAT NO COUNTY RECEIVES ~ESS THAN 99 ~ 

PERCENT OF THE AMOUNT DISTRIBUTED TO IT IN 1983 AND 1984; 

REVISING THE CORPORATION LICENSE OR INCOME TAX BY PROVIDING 

THAT DEDUCTIONS ARE LIMITED TO THOSE SET FORTH IN SECTION 

15-31-114, MCA, AND THOSE DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS FOR 

DIVIDENDS; PROVIDING FOR DEPRECIATION EXPENSES CALCULATED 

UNDER THE INTERNAL REVENUE CODE SECTION 168, ACCELERATED 

COST RECOVERY SYSTEM; PROVIDING THAT CERTAIN CORPORATIONS 

MAY FILE CONSOLIDATED RETURNS; PROVIDING FOR DISTRIBUTION OF 

COLLECTIONS FROM CONSOLIDATED RETURNS; AMENDING SECTIONS 

7-6-302 THROUGH 7-6-304, 7-6-309, 15-1-501, 15-31-113, 

~n• , .. ,,.,.,. Counc• 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0455/04 

15-31-114, 15-ll-141, 17-5-408, AND 20-9-343, MCA; REPEALING 

SECTIONS 15-31-701 THROUGH 15-31-703, MCA; AND PROVIDING AN 

fMMEBfA~E EFFECTIVE DATE AND AN APPLICABILITY DATE." 

WHEREAS, the Montana Supreme Court has developed a 

judicial doctrine that incorporates the deductions contained 

in the federal Internal Revenue Code into the definition of 

''net income" for Montana corporation license tax purposes; 

and 

WHEREAS, the Montana Legislature has enacted a 

definition of "net income., for purposes of the corporation 

license tax, and the effect of the judicial doctrine is to 

automatically include additional deductions as may be 

adopted by Congress without consideration or enactment by 

the Montana Legislature; and 

WHEREAS, the Montana Legislature should be allowed to 

enact deductions appropriate for Montana; and 

WHEREAS, the restrictions on filing consolidated tax 

returns without a deduction for dividends could place 

Montana corporations at a competitive disadvantage because 

corporations that operate both within and outside Montana 

are not subject to multiple taxation by Montana and can file 

combined tax returns pursuant to Title 15, chapter 31, part 

3, MCA. 

THEREFORE, one of the purposes of this act is to 

-2- SB 455 
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provide that only those deductions specifically set forth in 

Title 15, chapter 31, ~CA, AND THOSE DEDUCTIONS PROVIDED FOR 

IN THE INTERNAL REVENUE CODE, EXCEPT FOR CERTAIN DEDUCTIONS 

FOR DIVIDENDS, may be used in calculating "net income'• 7 -e:t"ld 

the-ded~e~~eft~-ift-the-fn~@~r\e%-Reven~e--eode--do--no~--eppiy 

~ftiess--speeifiea%%y--provided-ift-~itie-l5 7 -ehepter-3i7-MeA. 

The Montana Legislature intends that Montana corporatio~s 

have the right to file consolidated tax returns in order to 

avoid a competitive disadvantage with corporations which do 

not operate exclusively in Montana. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ~ONTANA: 

Section 1. Section 7-6-302, MCA, is amended to read: 

"7-6-302. Local government block grant account created 

source of funds. (1) There is a local government block 

grant account within the state special revenue fund. 

(2) Funds in this account must be used to provide 

payments from the local government block grant program to 

eligible jurisdictions. 

(3) Thirty-three and one-third percent of the oil 

severance tax collected under the provisions of 15-36-lOlL 

8.86% of the corporation license and income taxes collected 

under the provisions of Title 15, chapter 31, and all funds 

appropriated to the account must be deposited in the 

account." 
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Section 2. Section 7-6-303, MCA, is amended to read: 

"7-6-303. Local government block grant program. ( 1) 

The department of commerce shall administer the local 

government block grant program and distribute funds from the 

local government block grant account. 

(2) The local government block grant program is 

comprised of three four parts: 

(a) a general purpose block grant for municipalities, 

counties, school districts, and other jurisdictions; 

(b) a grant for taxing jurisdictions consisting of 

8.86% of the corporation license and income taxes; 

t~t!£1 a general services block grant for counties: 

and 

tetill a general services block grant for 

municipalities." 

·section 3. Section 7-6-304, MCA, is amended to read: 

"7-6-304. Division of block grant funds. The division 

of funds within the local government block grant account is 

as follows: 

{1) Except as provided in 7-6-309(1) and subsection 

~· the general purpose block grant for municipalities, 

counties, school districts, and other jurisdictions must be 

funded, before any other distributions are made from the 

account, in an amount sufficient to cover the reimbursements 

required by 61-3-536. 

-4- SB 455 
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(2) The portion of the black grant account consisting 

of 8.86\ of the corporation license and income taxes 

collected under the provisions of Title 15, chapter 31, must 

be distributed as provided in this subsection pr*or-~e 

£ttad~"g-~he-geaera~-se~~~ee~-bieek-grants INDEPENDENT OF THE 

FUNDING OF ANY OTHER BLOCK GRANT. The portion of the account 

consisting of 8.86\ of the corporation license and income 

taxes must be allocated to all of the counties on a per 

capita basis. HOWEVER, P9R-PfSeAb-YEARS-l986--ANB--l98~7 ~ 

COUNTY SHALL RECEIVE LESS THAN 98% 100% OF THE AVERAGE 

ANNUAL AMOUNT OF CORPORATION LICENSE AND INCOME TAXES 

RECEIVED BY SUCH COUNTY FOR THE FISCAL YEARS 1983 AND 1984 

FROM DISTRIBUTION PURSUANT TO 15-31-702, AS THAT SECTION 

READ ON JANUARY 1, 1985. IF PER CAPITA DISTRIBUTION WOULD 

RESULT IN A COUNTY RECEIVING LESS THAN SUCH GUARANTEED 96% 

100%, THE PER CAPITA DISTRIBUTION OF 8.86% SHALL BE ADJUSTED 

ACCORDINGLY SO THAT NO COUNTY RECEIVES LESS THAN ITS 

GUARANTEED 98%-P9R-PfSeAb-YEARS-l986-ANB-}981 100%, PROVIDED 

SUFFICIENT REVENUES EXIST. THIS ADJUSTMENT SHALL BE MADE BY 

THE DEPARTMENT TO PRESERVE A PROPORTIONATE, PER CAPITA 

DISTRIBUTION AMONG THOSE COUNTIES RECEIVING MORE THAN THEIR 

98% 100% GUARANTEED AMOUNT. THE ADJUSTMENT SHALL ALSO NOT 

RESULT IN DISTRIBUTING MORE -~~N 8.86% OF CORPORATION 

LICENSE AND INCOME TAXES TO ALL COUNTIES. The _ _c::ounties shall 

allocate the amount received to each taxing jurisdiction in 
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the county in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxing 

authorities of the county. 

titlll (a) The general services block grant for 

counties must be funded from a percentage of the remaining 

funds deposited in the account equal to the ratio of the 

unincorporated population to the state population. 

(b) The general services block grant for 

municipalities must be funded from a percentage of the 

remaining funds deposited in the account equal to the ratio 

of the incorporated population to the total state 

population." 

SECTION 4. SECTION 7-6-309, MCA, IS AMENDED TO READ: 

"7-6-309. Disposition and use of funds. Disbursements 

from the local government block grant account shall be made 

as follows: 

(1) On October l, 1983, a disbursement must be made 

from the general services block grant that is the lesser of: 

(a) $2 million; or 

(b) one-third of the total general fund appropriation 

to the account for the biennium ending June 30, 1985. 

(2) On March 1, 1984, and March 1 of each succeeding 

year the reimbursement required by 61-3-536 must be 

distributed. 

(3) On June 30, 1984, a disbursement must be made from 

-6- SB 455 
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the general services block grants for municipalities and 

counties that equals the amount which is the lesser of the 

difference between the account balance on that date and: 

(a) $3 million dollars; or 

(b) one-half of the total general fund appropriation 

to the account for the biennium ending June 30, 1985. 

( 4) 9!'1: Except as provided in subsection ( 5), on June 

30, 1985, and June 30 of each succeeding year, all funds 

remaining in the account must be distributed. 

(5) On May 1, 1986, and May 1 of each succeeding year, 

the portion of the local government block grant account 

consisting of 8.86% of the corporate license and income tax 

must be distributed. 

tSt~ The funds distributed by this part may be used 

for any purpose authorized by law." 

Section 5. Section 15-1-501, MCA, is amended to read: 

"15-1-501. (Effective July 1, 1985--Applicable to tax 

years beginning after December 31, 1984) Disposition of 

moneys from certain designated license and other taxes. (l) 

The state treasurer shall deposit to the credit of the state 

general fund all moneys received by him from the collection 

of: 

(a) automobile driver's license fees under subsections 

(1) through (6) of 61-5-111: 

(b) electrical energy producer's license taxes under 
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chapter 51; 

(c) severance taxes allocated to the general fund 

under chapter 36: 

(d) liquor license taxes under Title 16; 

(e) telephone [company] 1 icense taxes under chapte t-

53; and 

(f) inheritance and estate taxes under Title 72, 

chapter 16. 

(2) Seventy-five percent of all moneys received from 

the collection of income taxes under chapter 30 and 68.35% 

of all moneys received. from the corporation license and 

income taxes under chapter 31,--ex~ept--a~--provided--i~ 

i5-3i-76ir shall be deposited in the general fund subject to 

the prior pledge and appropriation of such income tax and 

corporation license tax collections for the payment of 

long-range building program bonds. An amount equal to 8.86% 

of all moneys received from the collection of corporation 

license and income taxes under chapter 31 shall be deposited 

into the local government block grant account within the 

state special revenue fund, subject to the prior pledge and 

appropriation of such corporation license tax collections 

for the payment of long-range building program bonds. The 

remaining i5% 22.79\ of the proceeds of the corporation 

license tax,-exeltld±~~-that-a%loeated-to-~he-eetl~tie~-ttnder 

l5-3l-YBit and the corporation income tax, and the remaining 
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25\ of the income tax shall be deposited to the credit of 

the state special revenue fund for state equalization aid to 

the public schools of Montana. 

13) The state t~easurer shall also deposit to the 

c~edit of the state general fund all moneys received by him 

from the collection of license taxes, fees, and all net 

revenues and receipts from all other sources under the 

operation of the Montana Alcoholic Beverage Code. 

(4) Thirty-three and one-third percent_ of the total 

collections of the oil severance tax under chapter 36 shall 

be deposited into the local government block grant account 

within the state special revenue fund. After the 

distribution provided for in 15-36-112, the remainder of the 

oil severance tax collections shall be deposited in the 

general fund." 

Section 6. 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 determining 

the corporation's gross income for federal income tax 

purposes and: 

(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 

-9- SB 455 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0455/04 

the Internal Revenue Code (as those sections may be amended 

or renumbered) attributable to stockholders, either 

individual or corporate, not subject to Montana income or 

license tax under Title 15, chapter 30 or chapter 31, as 

appropriate, on the gain passing through to the stockholders 

pursuant to 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 liquidating corporation 

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

(2) The term "net income" means the gross income of 

the corporation less the only those deductions set forth in 

15-31-114e it-does-fto~-ifte%~de-afty-ded~et±ons-aiiowed-by-t~e 

%nternaX-RevenHe-eode-~nless-spee~Etea~iy--prov±ded--£or--in 

~hi~--ehepter~ AND THOSE DEDUCTIONS PROVIDED FOR IN THE 

INTERNAL REVENUE CODE, EXCEPT FOR THE SPECIAL DIVIDEND 

DEDUCTIONS PROVIDED FOR BY SECTIONS 243 A(l) AND (3), 244, 

AND 245 OF THE INTERNAL REVENUE CODE (OR AS THOSE SECTIONS 

MAY BE AMENDED OR RENUMBERED) UNLESS SUCH DIVIDENDS ARE 

RECEIVED FROM AFFILIATED COMPANIES WHICH ARE 80% OR MORE 

CONTROLLED, OR IANY OTHER DEDUCTION FOR DIVIDENDS, WHETHER 

PAID OR RECEIVED, AS PROVIDED BY THE INTERNAL REVENUE CODE, 

WHICH ARE SPECIFICALLY DENIED AS DEDUCTIONS. THOSE 
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DEDUCTIONS IN 15-31-114 THAT REFERENCE THE INTERNAL REVENUE 

CODE SHALL USE THE INTERNAL REVENUE CODE IN EFFECT FOR THE 

TAXABLE YEAR. 

(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 not subject to or 

liable for federal income tax but not exempt from the 

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

shall compute gross income for 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." 

Section 7. Section 15-31-114, MCA, is amended to read: 

"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

(1} All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 
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to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

(2) (a) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be determined according to the 

provisions of section 167 or 168 of the Internal Revenue 

Code in effect with respect to the taxable year. All 

elections for depreciation shall be the same as the 

elections made for federal income tax purposes. No deduction 

shall be allowed for any amount paid out for any buildings, 

permanent improvements, or betterments made to increase the 

value of any property or estate, and no deduction shall be 

made for any amount of expense of restoring property or 

making good the exhaustion thereof for which an allowance is 

or has been made. 

(b) (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The net 
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operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

11 net operating loss" means the excess of the deductions 

allowed by this section, 15-31-114, over the grass income, 

with the modifications specified in (ii) of this subsection. 

If for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

amount of such loss over the sum of the net income for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in {ii)(B) of this subsection and by 

determining the amount of the net operating loss deduction 

-13- SB 455 

1 

2 

3 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

sa 0455/04 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii) The modifications referred to in (i) of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(B) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss ca~~ied over to any taxable 

years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective fo~ the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

oniy with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduttion for net operating losses sustained by the 

merged corporations prior to the date of merger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 
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(v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss carryback or 

(vi) The net operating loss deduction 

carryover. 

shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 

1971. 

(3) In the case of mines, other natural deposits, oil 

and gas wells, and timber, a reasonable allowance for 

depletion and for depreciation of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 
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(5) (a) Taxes paid within the year, 

following: 

(i) Taxes imposed by this part. 

except the 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

income or profits imposed by authority of the government of 

the United States. 

(iv) Taxes imposed by any other state or country upon 

or measured by net income or profits. 

(b} Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532, paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8) (a) Except as 

charitable contributions 

provided 

and gifts 

in subsection 

that qualify 

(b)' 

for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shall not allow in 

the rate base of a regulated corporation the inclusion of 

contributions made under this subsection. 

(9) In lieu of the deduction allowed under subsection 
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(8), the taxpayer may deduct the fair market value, not to 

exceed 30\ of the taxpayer's net income, of a computer or 

other sophisticated technological equipment or apparatus 

intended for use with the computer donated to an elementary, 

secondary, or accredited postsecondary school located in 

Montana if: 

(a) the contribution is made no 

after the manufacture oE the 

substantially completed; 

later than 5 years 

donated property is 

(b) the property is not transferred by the donee in 

exchange for money, other property, or services; and 

(c) the taxpayer receives a written statement from the 

donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provisions of (b) of this 

subsection (9)." 

Section 8. 

"15-31-141. 

Section 15-31-141, MCAr is amended to read: 

Consolidated returns computation and 

procedure ----pro~±b±t±o~--e~--f±na~eial-institution~. (1) 

Corporations which are affiliated may ~ot file a 

consolidated return ~nies~ if the following con~!tions are 

met: 

~ at least 80% of all classes of stock of each 

corporation involved is owned directly or indirectly by one 

or more members of the affiliated group7L 
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(b) all members of the affiliated group are qualified 

to do business in Montana: and 

{c) all members of the affiliated ~roup operate 

exclusively within Montana. 

tit--€er~o~ee±o~s-mey-nee-f±ie--a--eonsoiidatee--~et~~n 

~~ie~s--~fte--ope~at±on-o£-the-a££±i±ated-group-eo~stitutes-a 

un±tery-bu~iness--and--pe~m±ss±o~--to--Eile--a--eonsoiidated 

retttr~--is--given-by-t~e-eepartment-of-reve~ueo-Po~-p~~poses 

of-this-s~ction,-a-u~n±tary-btlsiness-operationu-meane~o"e-in 

whieh-the-b~siness-operations-eond~eted-by-the--eer~oration~ 

in--the--aEriliated-qrottp-are-interrelated-or-interdependent 

to-the-extent-that-the-net-ineome-o£-one-eorporation--ea"no~ 

reasonably-be-Cetermined-withotlt-re£erenee-to-the-operations 

condttet~d-by-the-other-eorporations~ 

t3t~ If the conditions of s~b~eetions subsection {1) 

and--tit-of-this-seetion are met, the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4tlll Any corporation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least 80% of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such assets ot t~e 

corporation ds are required for the purposes of this 

chapter, and such other information as the department may 
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require, but excluding intercorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under this chapter and owned or controlled, either directly 

or indirectly, by another corporation may be required to 

make a report consolidated with the owning company, showing 

the combined net income, such assets of the corporation as 

are required for the purposes of this chapter, and such 

other information as the department may require, but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income earned from business done in this state, the 

department is authorized and empowered to equitably adjust 

the tax in such manner as it may determine. 

t5?--tat-A-ma;ority--oE--~h~--eo~po~at~en--iteense--tax 

eoiiee~ed--from--f±naneiat--ins~ittltion~--±s--paid--to-ieeai 

government-areas-±n--wh±eh--eaeh--finaneial--±ns~±~tl~ion--is 

%eeatedo---HoweverT---eenso%idated---rettlrns--£o~--Einaneial 

±ns~±tttt±ons-do-not-re£%ee~-the--trtl~--tax--a~t~±b~tabie--eo 

eaeh--loeel--gove~nmento--fn--add±t±on,-eonsolidated-retttrns 

wo~rd-perm±t-f±nane±al-±nst±t~t±on~-te-oftset-±neome-aga±n~t 

rosses-of-nonfinane±al-±nst±t~tions;-thereby-d±stort±~g--the 

tPHe-±neome-of-eaeh-f±nane±al-organ±zet±ono 

fbt--ln--aeeerdanee--with--stte~eetien-t5ttatt-~±naneiat 
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±nstittttions-ere-proft±b±eee-frem-f+i+"~-eonsolidated-retttrns 

H:nfte.P-th±s-seet:±en-." 

Section 9. Section 17-5-408, MCA, is amended to read: 

"17-5-408. Percentage of income, corporation license, 

and cigarette tax pledged. (1) The state pledges and 

appropriates and directs to be credited as received to the 

debt service account 11\ of all money,-exeept-ss-prov±ded-±n 

%S-3i-T6it received from the collection of the income tax 

referred to in 15-1-501 and 10.02% of all money received 

from the collection of the corporation license taK referred 

to in 15-1-501 and such additional amount of said taxes, if 

any, as may at any time be needed to comply with the 

principal and interest and reserve requirements stated in 

17-5-405(4), provided that no more than 11\ of ~1:2ek the 

income tax collections or 10.02% of the corporation license 

tax collections shall be deemed to be pledged for the 

purpose of 17-5-403(2). The pledge and appropriation herein 

made shall be and remain at all times a first and prior 

charge upon all money received from the collection of said 

taxes. 

(2) The state pledges and appropriates and directs to 

be credited to the debt service account 79.75% of all money 

received from the collection of the 16-cent excise tax on 

cigarettes which is levied, imposed, and assessed by 

16-11-111. The state also pledges and appropriates and 
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directs to be credited as received to the debt service 

account all money received from the collection of the taxes 

on other tobacco products which are or may hereafter be 

levied, imposed, and assessed by law for that purpose, 

including the tax levied, imposed, and assessed by 

16-11-202. Nothing herein shall impair or otherwise affect 

the provisions and covenants contained in the resolutions 

authorizing the presently outstanding long-range building 

program bonds. Subject to the provisions of the preceding 

sentence, the pledge and appropriation herein made shall be 

and remain at all times a first and prior charge upon all 

money received from the collection of all taxes referred to 

in this subsection (2). 11 

Section 10. Section 20-9-343, MCA, is amended to read: 

11 20-9-343. Definition of and revenue for state 

equalization aid. (1} As used in this title, the term ••state 

equalization aid 11 means those moneys deposited in the state 

special revenue fund as required in this section plus any 

legislative appropriation of moneys from ether sources for 

distribution to the public schools for the purpose of 

equalization of the foundation program. 

(2) The legislative appropriation for state 

equalization aid shall be made in a single sum for the 

biennium. The superintendent of public instruction has 

authority to spend such appropriation, together with the 
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earmarked revenues provided in subsection (3), as required 

for foundation program purposes throughout the biennium. 

(3) The following shall be paid into the state special 

revenue fund for state equalization aid to public schools of 

the state: 

(a) 25% of all moneys received from the collection of 

income taxes under chapter 30 of Title 15; 

(b) %5% 22.79% of all moneys,-exeept--as--p~o~±Oed--±n 

%5-3%-79%, received from the collection of corporation 

license taxes under chapter 31 of Title 15, as provided by 

15-l-501; 

{c) 10% of the moneys received from the collection of 

the severance tax on coal under chapter 35 of Title 15; 

(d) 62 l/2% of the moneys received from the treasurer 

of the united States as the state's shares of oil, gas, and 

other mineral royalties under the federal Mineral Lands 

Leasing Act, as amended; 

(e) interest and income moneys deicribed in 20-9-341 

and 20-9-342; 

(f) income from the local impact and education trust 

fund account; and 

{g) in addition to these revenues, the surplus 

revenues collected by the counties 

support according to 20-9-331 

for foundation program 

and 20-9-333 shall be paid 

into the same state special revenue fund. 
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l (4) Any surplus revenue in the state equalization aid 

2 account in the second year of a biennium may be used to 

3 reduce the appropriation required for the next succeeding 

4 biennium {or may be transferred to the state permissive 

5 account if revenues in that fund are insufficient to meet 

6 the state 1 s permissive amount obligation]." 

7 NEW SECTION. Section 11. Extension of authority. Any 

8 existing authority of the department of revenue or the 

9 department of commerce to make rules on the subject of the 

10 provisions of this act is extended to the provisions of this 

11 act. 

12 NEW SECTION. Section 12. Intent of amendment. The 

13 1983 Montana Code Annotated contains two versions of 

14 15-1-501. One is a temporary version, and the other is 

15 effective July 1, 1985. Section 15-l-501(2) of both versions 

16 contains the same language. It is intended that the 

17 amendment to 15-1-501 contained in section 4 of this act 

18 amend both versions. 

19 NEW SECTION. Section 13. Repealer. Sections 15-31-701 

20 through 15-31-703, MCA, are repealed. 

21 NEW SECTION. section 14. Applicability date. This act 

22 is applicable to taxable years beginning on or after January 

23 l. 1985. 

24 NEW SECTION. Section 15. Effective date. This act is 

25 effective on-passa9e-and-appreva~ JULY 1, 1985. 

-End-
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