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3 3 takparer- fof-aR—eRcEGY—conbetvation-purpose shall-betreated
] A BILL FOR AN ACT ENTITLED: ™AN ACT TRAKSERRRING THE ENERGY 8 by-—the——departnest—of—Fevenue—a8-6lase-oight—Frofestyy-as
5 COHNSERVATICHE AND ALTEENATIVE ENEBGY TAX INCENTIVES FROM THE 5 defined i ceetions—84301-and— 8430 —te—the—entent—the
6 PROPERTY TAX TO THE INCOME ARD CORPCEAIIOM LICENSE TAXES, AS 6 appratsed-—value—ef—tho—iavestnent—decs—not—ecaxseed-tuenty
7 DEECUCTICNS; AMENDING SECTIONS B84-202, 84-301, 84-15C2, 7 parcont-—(23X)—ef—the-appraised—valee—ef —tho——building——isn
-} 84-U906, AFD B84-T403, B.C.H. 1947, AND EROVILIEG an 8 #hich-—the—iavestagnt—is—eaades JIn__addition to_all other
9 BFFECTIVE DATE,™ 9 deductions_from adjusted gross_individuwal iscome allowed_ _in
10 10 computing tazable income under Title 84, chapter u9, or fros
LA BE IT EMACTEL BY THE LEGISLATUGRE OF THE SIATE CP ACKTANA: " gross _corporate income allowed ia computing net _inpccme_under
12 Ssection 1. Section 84-T74(3, R.C.M. 1947, is amended to 12 Title B4, chapter 15, a taxpayer may deduct a rorticpn of his
13 read as fcllows: 13 expenditure _for _ccnstructing or_ _impstalling _a_recoghized
14 "gu-7403, Tax treatment of certain energy-related 14 nopfossil form of enerxgy genmeyation or_a _capital _ipvestment
135 investEents. (1} Upoa-applicaticn-—by——a—taspayesrs,——approved 15 in _a building for _apn _energ¥ copservation _purrose, _ip
16 ender—section—i—2idly—a-sapitalinvestaenti-—by—tho-taupayes 16 accordance with tbe following schedule:

17 ina-reeegniscd-—nonfessil-fera—of-energygeneratioa—shall-be 17 If _the imrstallaticn_ox If the installaticn_or

18 treated—by-the—dopartacat—oli-reveave—ass 18 investment is _made_in investeent_is_made_in

19 {aj—-property-—ereapi-fEon-tanationy—to-the——ertest——the 19 g_:esidéntial building; a_building pot used

20 appraised—satac—of —tho——investuont—dees—net—odcead—one 20 as a residence:

21 hesdeedi—+thoucsand—deliere—(51004 030 y—9% 21 40% of first 31,000 expended 40X of first 32,000 expended
22 +b)y——6lacs-—Beven—propertyy—as—deiined —in—soeticne 22 30% of gext $1,000 expended 30% _of pext $2,000 expended
23 843831 —and——B4—302-for-such—poEtien—of-the—appraoiced-valuc 23 20% of next $1,000 expended 20% of next $2,000_ expended
24 ef the—intestaent—that—enceceds—one—hendred-shousand——4ellass 28 10%_of _pext $1,000 expended 10% _of next $2,00C exrended
25 433059666~ 25 This_tax treatment is_subject to_approval _cf _the_ _departrent
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of an_application as_prcvided_in_ 84-7404.™

Section 2. Section 84-202, R.C.HM. 1947, is amended to
read as follows:

nga-202, Exemptions from taxaticm. {1) {a) The
property of the United States, the state, counties, cities,
towns, school districts, lunigipal cerporations, public
litraries, buildings with land they occupy and furniskings
therein owned by a church and used for actual religious
worship and for residences of the clergy, togethexr with
adjacent land reasonably necessary for convepient use <cf
such buildings owned by a church, such cther property as is
used exclusively for agricultural and horticultural
societies, for educationral rurgoses, hospritals and places of
barial not used or held for private or corporate profit, and
institutions o¢f gpurely public charity, evidence of debt
secyred by mortgages of record upcs real or perscnal
property in the state of Kcntana, and public art gallexies
and puklic otservatcries not used cr held for private or
corporate profit, are exempt frcm taxatics, but no Ecre land
than is necessary for such purgcse is exespt.

{t) As used in this subsection, the term "institutions
of purely public charity™ shall include crganizaticns cwaing
and operating facilities for the care of the retired or aged
or chrorpically ill which are nct operated for gaim cr

grefit; and the teras “public art galleries and fuklic
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cbservatories™ shall mean onrly such art galleries and
observatcries whether of public or private ownershir, as are
open to the public, without charge cr fee at all reascnatble
hours, and are used for the purpose of educaticn cnly.

{2) When a c¢lubhouse cor building erected by or
helonging to any society or organizaticen cf  honcrably
discharged United States socldiers, sailors cr marines wbc
served in army or pavy of United States, is used exclusively
for edncational, fraternal, benevolent or furely public
charitable purposes, rather than for gaimn or Ggrofit,
together with the library and furniture necessarily used in
any such buildipg, such property is exeapt from taxation,
and all property, real or perscmal, im the [fpossession of
legal guardians of incompetent veterans of the World ¥ar or
rinor dependents of such veterans, where such propecrty is
funds or derived from funds received fros the Dnited States
as pension, compensation, insurance, adjusted compensation,
or gratuity, shall be exempt from all taxatico as property
of the United States while held ty the guardian, but nct
after title passes to the veteraa or mimcr in bis or her own
right on account of remcval of legal disability.

{3) all household gocds and forniture, includiag

clecks, ®wusical instruments, sewing gachines, wearing

‘appatel «cf zembers cf the farily actually used by the owner

for persopnal and domestic purposes, or for furnishing or
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equipping the family residence are exeapt froe taxzaticn.

{4) Freeport sexrchandise shall be exexpt from
taxation, Freeport mserchandise ®means those stocks of
merchandise wmanufactured or frcduced outside this state
which are in transit through this state and comnsigned to a
warehcuse or other storage facility, public cr private,
within this state, for storage in transit pricr to shipment
to a final destination ouotside the state, apnd whick have
acquired a taxable situs within the state.

Stocks of serchandise do pot 1lose their statuvs as
freeport merchandise because while in the storage facility
they are assembled, bound, joined, processed, disassembled,
divided, cut, broken in bulk, relabeled or repackaged.

AnY person, corporation, firs, partnership,
association, or cther group seeking to gmalify its Gproperty
for inclusior in this class shall sake applicaticn to the
state department of revenue in such manner or form as may te
required by the department.

(5} {The following agricultural grcducts are exempt
from taxation:]

{(a) a1l unprocessed, perishable fruits ard vegetatles
in farm storage and owned by the produacer are exeept fros
taxation.

(by aAll nopperishatble unprccessed agricuitural

preducts except livestock, held in pessessicn  of the
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original prcducer for less than seven (7) months following
harvest.

{c) Livestock, defined as cattle, sheep, hcrses, cx
mules, which have not attained the age of nine (S) months as
of the last day of any wmonth.

{6} Moneys and credits are exespt from tazaticn.

+H——h—eapital—iavesiBent——in-—a—srecegnined neafeseil
forn—of -epctdy—generatiou-—icexeajpt-+o—the—eontent——provided
ahdeF-ceotion-8U-J403 "

Secticn 3., Section 84-301, B.C.®., 1947, is amended to
read as fcllows:

mBU4—-301. Classification of grcperty for taxatiom. For
the purpcse of taxation the tazable property im the state
shall be classified as fcllows:

Class One. The annnal net proceeds of all wmines and
mining claims, except coal mioes, after deducting crly the
expenses specified and . allowed by secticn 8B-54C3; alsc
where the right to enter upcr land, to explcre cr frospect,
or dig Eoé cil, gas, coal or wineral is reserved in land or
Teceived by mesne ccnveyance {exclusive of leasehold
interests), devise or succession ky any Ferscn (34
ceorporation, the surface title to which has passed to or
remains in ancther, the state departament c¢f trevenue shall
determine the value of the right tc enter upon said tract of

land for the purpcse of digging, explcring, or prespecting
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for gas, cil, coal or minerals, and the same shall ke placed
im this classification for the purpose of taxation.

Class Two, ill agricultural and cther tools,
implements and machinery, gas aand other epgines and boilers,
threshing wmachines and outfits used therewith, autcsotiles,
motor trucks and cther power-driver cars, vehicles cf all
kinds except amokile homes, boats and all watercraft,
harness, saddlery and robes and except as provided im Class
Five (a} of this section, all pcles, liues, transfcramsers,
transformer staticns, meters, tcools, improvements, machinery
and other property used and owned by all persons, firas,
corporations, and other organizations which are engaged in
the business of furpishing telephone ccaponicaticns,
exclusively tc rural areas, or to raral areas and cities and
towns provided that apy such city or town has a pcpulaticne
of eight hundred ({800) persons or less; and frovided
further, that the average circuit siles for each statior on
the systewm is acre than one and one-guarter (i 1/4) ailes.

Class Three, Livestock, poultry, and unireccessed
preducts of both; furoiture and fixtures used in ccumerciasl
activities; the annual gross proceeds of urpdergrovnd cocal
sines; and all cffice or hotel furriture and fixtures,
except isprovedents ircluded in Class Mine.

Class Four. (a) A1l lamd, tcown and city lots, with

improvenents, except imrrcvements included im Class WNine,
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and all trailers affixed to land ocwned, leased, cr under
conrtract cr purchase by the trailer cwaer, manufacturicg ard
gining machinery, fizxtures and supplies, except as ctherwise
provided by the cobnstitution of Mcntana, and except as such
rroperty may be ipcluded in Class Five, Class Seven or Class
Eight.

(b} Mobile hcmes withcut regard tc the cwpership cf
the land upon which they are sitvated, except thcse held by
a distributor or dealer cf mobile bcmes as part of his stock
in trade, and excegt as such prcperty may be incluoded in
Class Eight.

Class Pive. fa} 211 poles, lines, transfcreers,
transformer stations, meters, tools, imgrcvesents, machinery
and otber property used and owned by co-cperative rural
electrical and co-operative rural telerhone associaticns
organized under the laws of Mcntana except those within the
incorporated 1lirits of a city or town in which less than
ninety—-five per cent (95%) of the electric consumers and/or
telephone users are served Lty a co-operative crgacizatico,
and as to the property enumerated in this sul-secticn {a)
within ipccrporated 1limits c¢f a city cr town in which less
than ninety-five per cent (95% of the electric consusers or

users will be served by a co-operative crganizaticm, such

‘property shall be put in Class Two.

(t) A1l unprocessed agricultural products either om
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the farm or in storage, irrespective of whether said
products are owped by the elevator, warehouse or flour mill
gwner cr cowpany stering the same, or any cther Gfperscn
whomscever, except all perishable fruits and vegetakles ip
farm storage and owned by +the prcducer, and excepting
livesteck and poultry and the unprocessed products of both.

fc) The dwelling house, and the let on «hich it is
erected, owned and occupied Ly amny resident of the state,
who has been honorably discharged from active service in any
branch of the armed forces, who is rTated one hundred per
cent {100%} disabled due to a service-connected disability
by the Drited States veterans adesinistration or its
SUCCEeSSOors.

In the event of the veteran's death, the dvelling
house, and the lot on which it is erected, so 1lcrg as the
surviving spouse remains unmarried and the owner aand
occupant of the property, shall remain within this
classificaticn.

Class Six. Property ferserly imcluded in this class is
ncw classified by section 84-308, R.C.M. 1947.

Class Seven. fa) 811 new indostrial froperty. HNew
ipdustrial property shall mean any ©pew induwstrial glant,
including land, buildings, machinery and fixtures which, in
the detereminbaticn cf the state departzent of revenue, 1is

used Ly a new industry during the first three (J) years of
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operaticn pot having been assessed prior to July 1, 1961,
within the state of MNontana, New industry shall mean any
person, corporation, firs, partnership, asscciation, or
other group which establishes a new plant or plants in this
state for the operaticn of a new industrial endecavor, as
distinguished frow a mere expanmsion, reorgapizaticn, or
merger of anm existimg industry or industries. Erovided,
however, that new industrial property shall be lisited to
industries that eanufacture, »ill, mine, produce, process or
fabricate materials, or do similar vork im which cagpital and
labor are empioyed and in which materials unserviceable ik
their natural state are extracted, processed oxr made fit for
us€ oOr are substaptially altered or treated sc as to create
comaercial products or materials; industries that engage in
the @®echanical o¢r chesical transformations of materials or
substances into new products in the smanner defined as
wmanufacturing in the 1972 Stapdard Industrial Classification
Mansal, frepared by the United States office of management
and budgeé; and in no event shall the +term new industrial
property be included to mean property used by retail or
whclesale pwerchants, ccmzercial services of any type,
agriculture, trades or professions. Nev industrial prcperty
does not include a plant which will create ar adverse imfpact
on existing state, county, or municiral services, The

derartzent shall promulgate requlaticses for the

—10-
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determination of what comstitutes ar adverse impact taking
into consideration the number of people tc be espleyed and
the size of the community in whichk the 1locaticn is
contesplated. Once the department bas w®ade an ipitial
determination that the industrial facility qualifies as new
industrial ©property, the depa;tlent shall then upca proper
nctice hold a hearing to determine if the bpew industrial
classification should be retained by the property. The
local taxing authority may appear at the hearing, and it
also may wairve its objection to retention cf this
classification if the industry agrees tc the prepaysent of
tazes sufficient to satisfy tax requirements created by the
location and copstructicsn of the facility during
construction period.

In the event of a prepaysent of taxes, the Baximun
apcant cor prepayament shall be the amount without the
application of thke Class 7 [a) to such property.

If a wmajor new industrial facility gqualifies under
Class 7 (a) the reduction of its yearly payment cf [frcperty
taxes for reimbursement of its prepaid tazxes as provided for
in section 84-41-109, BR.C.M., 1547, shall not begir until the
Class 7 gqualificaticn expires. Apd provided further, that
new industrial property shall nct be included +tc mean
property which is used or employed imn any industrial fplant

which has beer in coperaticn in this state for three (3}
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years or longer. Any perscn, corporation, fire, partnership,
associaticn or «cther group seeking tc qualify its property
for inclusion in this class shall make agplication tc the
state departaent of revenue in such wmanner and fcra as smay
be required by said department.

(k) Pusiness inventories. Business inventories shall
include goods intended for sale or lease ip the ordinary
course of business, and shall include raw materials and work
in progress with respect to such goods, but shall =rnot
include gocds actually leased or rented on the lien date, or
sobile homes bkeld by a dealer or distributor as a part cf
his stock in trade.

tc} Air polluticn cortrol eguipment as defined in
section 69-3923,

48— italo—i . ed i3
e e N N sded 3

. B4 T

Class Eight. &} Any improvesent on real rroperty,
trailers affixed to land or mobile bhome belonging tc any
person who qualifies wunder any cne or wmore of the
hereinafter set fcrth categories, with appurtepant land &nmot
exceeding five (5) acres, which together have a market value

of not more than twenty-sever thousand five hundred dollars

- {$27,5C0), which dwelling is cwned or under a ccntract for

deed, and which is actually occupied for at least tern (10)
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months per year as the priwary residential dwelling of:

(1) a widow sixty-two (62) years cf age ci <clder,
whether with or without @minor dependent childrem, whc
gqualifies under the income limitaticms cf (4), or

(2) a widcwer sixty-twc (62) years of age or clderx,
whether with or without siner dependent children, whe
qualifies under the income limitatices of (4}, or

(3 a widow or widower with wsinor or dependent
children regardless of age, who qualifies under the income
limitations of (#), or

(4) a recipieat or recipients cf retirement or
disability benefits whose incose from all sources is not
sore than six thousand dcllars ($6,000) for a single person
and six thcusard eight hundred dollars ($6,800) for &
narried couple total per annum whether said dwelling is
cccupied by a single person or a sarried ccuple. Provided,
further, that one who applies for classificaticn cf prcperty
under this class wmust wmake amn affidavit to the state
department of revenue on a form as say be prcvided by the
state department of revenue supplied without cost to the
apglicant, as to his inceme, if agplicable, as to his
retirement benefits, if agprlicakle, or, as %o his amarital
status, if applicakle, and to the fact that he or she
actually occupies or maintains as his or bher grimary

residential dwelling, such land and ieprcvements with right
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of the county welfare board to investigate the applicant, cn
the cospletior of the form, as to ansvers givenm om the foram.
Provided, further, the assessed value of said froperty shall
not be increased during the 1life of the recipient of
retiresent benefits or widov or widower covered under this
class, unless the owner-resident makes a substantial
iarrovement in thke dwelling. For the purroses of the
affidavit reguired for classification of property under this
class, it shall be sufficiect if the agpplicant signs a
statement swearing to or affirsing the correctness of the
information supplied, whether or not the statement is sigmned
before a persco authorized to administer oaths, and wails
the applicaticn and statement to the department of revenue,
This signed statement shall be treated as a statement under
oath or eguivalent -affirsation for purposes of secticn

94-7-203, R.C.M. 1947, relating to the criminal offense of

false swearing.

4bp-——d—eapital—iavestsent—in-abuilding—fer—an-encrgy

Class ¥ine, The incremental increase ip the value of
real estate attribmtable +tc repairing, wmaintaining or
improving existing improvements.

Class Ten. The amnual gross proceeds c¢f ccal mines

using the strig mining method.
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Class Eleven. Centrally assessed utility allocations
after deductions of locally assessed properties and except
as provided in Class Two for rural telepbcnes and Class FPive
(a) for cocoperatives, and all other prcperty not incloded in
the ten (10) preceding classes."

Sectiocn 4. Section B4-1502, B.C.H. 1947, is asended to
read as follcws:

"84-1502. Deductions allowed in cosputing income, In
computing the net income the follcwing deductions shall ke
allowved from the gross income received by such corgeration
witkin the year from all scerces:

1. A1l the ordinary and necessary expenses paid or
incurred during the taxable year in the wpairtenapce and
operation of its business and properties, including
reasonable allowance feor salaries for personal services
actually rendered, sabfect tc the lisitation hereinafter
contained, remtals or other paymsents required to be made as
a condition toc the continued use or possession of property
to which tbe corporation has not takem c¢r is Bnot taking
title, ot in which it has no equity. No deductico shall be
allowed for salaries paid upon which the recipient thereof
bas not paid MHontapna state income tax; provided, however,
that where domestic corporations are tazxed on incoee derived
frcm without the state, salaries of officers paid inm

connection with securing such income shall be deductitle.
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2. (A} A1l 1losses actually sustaiped and charged cff
within the year amnd nct cospensated by insurance or
otherwise, including a reascnable allowance for the wear and
tear and obsclescence c¢f prcpexty used ip the trade or
business, such allowvance to be determined according to the
provisions of section 167 of the internal revenue ccde irn
effect with respect to the taxable year. All elections for
depreciation shall be the =same as the elections made for
federal income taxr purposes. Bo deduction shall ke allowed
for apy amcunt paid out for apy buildings, fpermanent
improvements or betterments made to increase the value cof
apy property or estate and no deducticr shall be made for
any amount of expense of restoring prorerty or wmakirng gcod
the exhaustion thereof for which ap allowance is or has teen
nade,

{B) {a) There shall te allcwed as a deduction for the
taxable period a net operating 1loss deduction determined
according tc the rrowvisicns of this subsecticp. The net
operating loss deductiop is the aggregate cf net ofperatiog
loss catryovers to such taxable period flus the net
operating loss carrybacks to such taxable period., 1The ters
"pet operating loss™ aeans the excess of the deducticnos

alloved by this section, B#-1502, over the gross income,

'with the wscdifications specified in paragraph {(t) cf this

subsection. If for amny +tazakle period beginning after
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pecember 31, 1970, a net cperating lcss is sustained, such
lcss shall be a net operating lcss cacrryback to each of the
three (3} tazxable pericds greceding the tazable gpericd cf
such less and shall be a net operatipg 1loss carrycver to
each cf the five (5) taxable periods follcwing the taxaktle
period of such loss. The portice of such loss which sball be
carried to each of the other taxable years shall be the
excess, if any, of the azsount cf such lcss over the susm of
the net income for each of the prior taxable pericds tc
which sach loss was carried, For purposes of the freceding
sentence, the net incose for such prior taxable period shall
be computed with the wodifications specified in Ffaxagraph
{by (ii) of this subsectiocn and by determining the amount of
the net operating loss deduction without regard to the net
operating loss for the loss perjod or amy taxable period
thereafter, and the net income so cosputed shall not be
considered tc be less than zero.

{b} The wmodificaticns referred to in paragraphk (a) of
this subsecticn shall te as follows:

(i) ¥o net operating loss deducticn shall be allowed.

{iiy} The deductior for depleticn shall not exceed the
amount vwhich would be allcwable if computed under the ccst
method.

{c}) A net operating loss deducticr shall be allowed

cnly with regard tc losses attributable tc the business

—-17-
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carried cn within the state of Morntana.

{&) In the case of a wmerger of corpecraticns, the
surviving ccrporation shall nct be allowed a net operating
loss deduction for het operating losses sugstained by the
merged corporaticns prior to the date of merger.

In the case of a consolidation of ccrporations, the new
ccrporate entity shall not be alloved a deductice fcr ret
operating losses sustaiped by the coansclidated ccrporations
prior to the date cf comrsolidatiomn.

{e) MNotwithstanding the grovisioss of section
Bu-15C08.1(c), R.C.B. 1947, interest shall not be paid with
respect to a refund of tax resulting from a pet operating
lcss carryback or carryover,

(f) The net operating 1loss deducticn shall nct be
allowed with respect tc taxable periods which ended con or
before December 31, 1970, but shall be alloved ozxly with
respect to taxable pericds beginnirg cn cr after Jamuary 1,
1971,

3. in the case of mines, cther natural depcsits, cil
and gas wells, and timber, a rtreascnable allowance for
depletion and for depreciaticm cof isprovements, such
reasonable allowance to be determined according to the
prcvisicns of the intermal revenue code in effect for the
taxable year. All electicns wade under tte internal revenue

code with resgect to capitalizing or expemsing exticration
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and development costs and intangible d4rilling ezpenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purrcses.

4, The awount of interest paid within the year cnp its
indebtedness incurred in the operation of the business froa
which its income is derived; but 2o interest shall be
allowved as a deduction if paid on ar indebtedness created
fcx the porchase, maintemance or iamprovesent c¢f property or
for the conduct of businmess wunless thbe income frcm such
property or business would be taxable urpder this act.

5. Interest income from obligations of the state of
Hontana, or any political subdivisicon or municipality of the
state of Nontana.

6, 7Taxes paid within the year except the following:

{(2a) Taxes imposed by this act.

{b} Taxes assessed against local benefits of a kind
tending to increase the value of the property assessed.

{c) Taxes on or according to or seasured by net income
or profits imposed by autbority of the government of the
United States.

{d) Taxes imposed by any other state or ccuntry ugcn
or measured by net income or profits,

{31 _That portiop _of_ _ap__epergy-related__investament

allcwed as a_deduction_upder_ 84-7403,

Taxes deductible under this act shall be ccestrued tc

—-19-
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include taxes imposed Lty any county, schocl district or
municipality of this state.”™

Section S. Section 84-4906, R.C.¥. 1947, is amended to
read as fellows:

"gn-4906, Deductions allowed in cosputing net income.
In computing net income, there shall be allowed as
dedyctions:

fa) The items referred to in sectioms 16% amd 211 of
the Internal Revenue Ccde of 1954, or as secticns 161 and
211 shall be labeled or amended, except that state income
tax paid shall nct be dedoctible and also subject to the
exceptions provided in secticn B84-490%, relating to itesms
oot dedactible,

{b) Federal inccme tax paid within the tazable year.

{c) _That portion__of__ap _energy-related _ipvestment

allowed as _a_deduction gpnder B4-7403."

Section 6., Effective date. This act apglies to all
taxable years beginning after December 31, 1977,

—End-
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STATE OF MONTANA
REQUEST NO. _133-77

Form BD-IS‘J

FISCAL NOTE

In compliance with a written request recaived January 24 , 19 77__ | there is hereby submitted a Fiscal Note
for House Bill 292 pursuant to Chapter 53, L.aws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

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

of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION

This bill transfers the energy conservation and alternative energy tax incentives from
the property tax to the income and corporation license taxes, as deductions.

ASSUMPTIONS

1. The number of individual income taxpayers taking advantage of the proposed deductions
from adjusted gross income for energy conservation and/or non-fossil energy generation
capital investments would be 1% of all returns, and these taxpayers would be distrib-
uted in the top 10% of all returns in a manner proportional to the distribution of
such returns for calendar year 1975 income.

2. Bach of the hypothetical taxpayers of assumption 1 will install $1,000.00 worth of
non-fossil energy generation equipment, so that the appropriate deduction from adjusted
gross lincome would be $400.00.

3. The percentage decrease in total calendar year tax liability for all returns under
assumptions 1 and 2 (0,13%) will apply equally to calendar years 1977, 1978 and 1977

4. The Department of Revenue forecast of individual income tax for 1978 and 1979 is g/
assumed to be the basis for comparison,

5. No additional administrative, auditing or investigations personnel will be required
to implement the proposed law.

FISCAL IMPACT

FY 78 FY 79
Individual income tax collections
under current law $123.732M $140.093M
Individual income tax collections
under proposed law $123.570M $139.904M
TOTAL DECREASE : S .162M S .189M

The amounts estimated for decrease in revenue do not include decreases for corporation
license tax collections. Available data makes it impossible to estimate what impact
the proposed legislation might have on corporation license tax collections.

(Continued on page 2)

BUDGET DIRECTOR
Office of Budget and Program Planning ,
-/

Date:




STATE OF MONTANA
REQUEST NO. 153777

FISCAL NOTE

b | _ N - Form BD-15

In compliance with a written request recaived January 24 , 19 _17__, there is hereby submitted a Fiscal Note
for House Bill 292 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty:Ninth Legislative Assembly.
Background information used in devéloning this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request, -

Page 2

LONG~RANGE EFFECTS

It is anticipated that, as the techniques of noh-fossil generation become more readily
available, the long range effect of this bill would be to decrease individual income tax
collections by more than the 0.13% indicated.

It is not possible to estimate the effect on corporation tax collections.

TECHNICAL NOTE

‘- ‘sgsumption 5 is probably not realistic,

PREPARED BY DEPARTMENT OF REVENUE

pa._ :QZC_ n..rp (‘;j. 7\? LR TS hﬂ_&
BUDGET DIRECTOR e
Office of Budget and Program Planning
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rroved by Committee
1 Taxation

AQUSE BILL NO. 292

INTRODOCED EY MELOY, RRADLEY, HUENKEXENS, VIWCENT

A BILL FOR AN ACT FNTITLED: "AN ACT TRANSFERBING THE ENERGY
CONSERVATICK AND ALTERNATIVE ENERGY TAX INCEWTIVES FRCE TRE
PEOPERTY TAX 1O THE INCOHE ANC CCBPCEATICN LICENSF TAXES, AS
DEDUCTIONS;  AKFNLING SECTICHS 84-202, 848-301, 64-1502,
Be-0906, B4-Tu01, AND 84-7u03, B.C.H. 1967, AKS PROVIDIKG AW

EPFECTIVE DATE.™

BE IT ENACTEL BY TET LFGISLATURE OF THE STATE OF MONTAN2:

Section 1. Section P4-T403, R.C.M. 1947, is amended to
read as fellcus:

nge~700¢3, Tax treatwent of certain energy—-related
investrents, {1} Ypop——applicatioa—by-—a—takpayeEy—2pproved
ander-seation—84-—TJiy—a—capital—investaent—by-the—taxpayes
in-—a-regegnized-—nenfoecsil forn-ef cpergy—acneraticn—shall-be
rEeatad-by-—the-doparticnt-ef-—revenue—ase

{2 )—pEeparty-—cxenpt—EfEGa—takationy—to—theertens—the
appraiced-vatne—ef—tho-—ifvestRont——does——not——cEGead—one
hundeed—thonsani—dellare {53655 686ry—0E

H——elass—sesap-—pEepeEtyy—ac—defined —ih--se6tions

BU_3i - apd—RL4 ‘22' for cgch # rgi A—9E—-th ;rFrai 4 Faiy
of——the—tavesei2nt—that—a 4 ne—huhdered—th né—dellars
+51L0,6884
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apprEaised—valae-ef-the-investeendi—does—pot—enceced——tuenty
pereent—{10%—of——she-—appraised—ratae—ofthe building-in

#hich-the-invyestaent—is-—nadey In__addition to _all_ _other

deductions from adjusted gross_jindéividuwal inceme_allowed_in

coepputing_ taxable income_under Title B4, chapter 49, or from

qross _corporate income_allowed in computing net_ income under

Title 84, chapter 15, a_taxpayer may deduct a_pertion_of his

expenditure for constrocting _or _installing a__reccgnized

nonfosgil form of energy geperation cor_a capital imwvestament

in__a_ _building for__an__energy _ccnservation _purpgse, igp

accordance with the feliowing schedule:

If the ipstallation or If the _installaticn_cor

invastment_is_made_ in investment is_made in

a_resideptial buyilding: a building nct used

I
i
3
(st
Jag
g
"
.
o
]
ig
[t
‘d
L]
=3
)
o
-y
;
,.
&
jo+

36% 0% cf_next

20% _of next $2,000 expended
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10% of next $1,000 expepded 10%_of next 32,000 expended

This tax treatment is subject_tc_approval of the derartment

of an applicatiomn as_provided in_ B4-7404.7

Section 2., Section 88-202, B.C.N. 1947, is amended to
read as follows:

w8202, Eiesptiors from tazation. {1) (a) The
property of the United States, the state, counties, cities,
towns, school dJdistricts, wmdnicipal corporations, public
libraries, bnildings wvith land tkey occupy and farniskings
therein owned by a church and used for actual religious
worship and for residesces of tbe clergy, together witk
adjacent land reasonakly necessary fcr convenient use of
such buildings owned by a charch, such other property as is
nsed exclusively for agricoltural and horticultural
societies, for educational purposes, hospitals and places of
burial not used or held for private or corporate prcefit, and
institutions of purely public charity, evidence of debt
secured by wortgages of record upcn real or persenal
property in the state of Montara, and public art galleries
and public observatories nct wused or held for private or
corporate profit, are exespt frcw taxation, but no more land
than is necessary for such purpese is exespt.

{b) As used in this subsection, the ters "institutions
of purely public charity" shall include organizations owning

and operating facilities for the care of the retired or aged
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or chronically i11 which are not operated =£for gaio or
vrofit; and the terms "pablic art galleries and putlic
ohservatories®" shkall wmean cnly such art galleries and
observatories whether of public or private ownership, as are
open to the public, without charge or fee at all reascnable
hours, and are used for the purpcse of education only.

{2} When a clubhbouse or building erected by or
belonging to any society or organization of hencrably
discharged United States soldiers, sailcrs or warimes who
served in army or navy of United States, is wsed exclusively
for educational, fratermal, benevolent or purely pablic
charitable purpcses, rather than for gaim or profit,
together with the library and furmiture necessarily used in
any such bunilding, such property is ezespt fros taxation,
and all gproperty, real or personal, in the possession of
legal gunardians of incompetent veterans of the World War or
ninor dependents of such veteranc, where such progperty is
funds or derived froa funds received frow the Usited sStates
as pension, compensation, insurance, adfusted compensation,
or gratuity, shall be exempt frowm all taxation as freperty
of +the United 5States while held by the guardian, bot not
after title passes to the veteran or minor in his or her own
right on account cf remcval cf legal dicability.

{3) 211 household goods and furpiture, inclading

clocks, susical instruments, sewing wackines, wearing

—Y4— HB 292
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apparel of members of the fasily actually used by the owner
for personal and demestic purpeses, or for furnishing or
equipping the fawily residence are exeampt fros taxation.

{4) Freeport merchandise shall be exengt fros
taxation. Freeport merchandise wmeans those stocks of
merchandise manafactured or produced outside this state
which are in transit through this state and consigpned to a
warehouse or other storage facility, public or private,
within +this state, for storage in transit prior to shipsent
to a fipal destination outside the state, and which have
acquired a taxable situs within the state,

Stocks of mecrchandise d4c¢ Dot lose their status as
freeport merchandise because while in the storage facility
they are assembled, bound, joined, processed, disassesbled,
dividad, cut, broken ip bulk, relabeled or repackaged.

Any person, corporation, firs, partnership,
association, or other group seeking tc goalify its property
for inclusion in this class shall wake applicaticn tc the
state departwent of revenue in such wmanner or form as may be
required by the department.

(S} [The following agricultural gproducts are exempt
frce taxation:)

{a} All unprocessed, perishable fruits and wvegetables
in farm storage and cwned by the prcducer are exempt froms

taxaticn,
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(b} 1ll nongerishable ungrocessed agricultural
products except livestcck, held in possession of the
original groducer for less than seven (7) wmonths following
harvest.

{c} Livestock, defined as cattle, sheep, horses, or
mules, which have bot attained the age of nire (9) sonths as
of the last day of any mornth.

(6) Moneys and credits are exempt frcs taxaticn.

{Fr——d—eapital-invesstnont—is—a——cecognized-—nenfossil
E £ . : ) ided
apder-gection—84-FiiI"

Section 3. Section B4-301, R.C.M. 1987, is amended to
read as follows:

ng4—301. Classification of property for taxation. For
the purpose of taxation the taxakle property in the state
shall be classified as follows:

Clazss Onme. The annwal net proceeds of all sines and
Bining claims, except coal mines, after deducting only the
expenses specified and allowed by section B4-5003; also
vhera tte right tc enter upon land, to explore or prospect,
or dig for oil, gas, coal or mineral is reserved ip land or
received by @mesne conveyance (exclusive of leasehcld
interests), devise aT succession Ly any person or
corporation, the surface title to which has gassed to or

remaine in another, the state department cf revenge shall
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deterwkine the value of the right to enter upen said tract of
land for the purpose of digging, exploring, or ©prospecting
for cis, o0il, coal or ainerals, and the sase shall te placed
in this classification feor the purpcse of taxation.

Class Two. 211 agricoltural and other tools,
implements and machinery, gas and other ergines and boilers,
threshing machines and owtfits uvsed therewith, automchiles,
potor trucks and other power-driven cars, vehicles of all
kinds except mobile homes, Loats aad all watercraft,
harness, saddlety ard robes and except as provided in Class
Five (a) of this section, all ypoles, lines, transforsers,
transforder stations, seters, tocls, improvesents, machinery
and cther propetty used and owned by all persons, firms,
corporations, and othet trganizations which are enmgaged in
the business of fornishing telerhone communicatioss,
exclusively tc rural areas, or to rural areas and cities and
towns provided that any such city or town has a population
of eight hupdred (B00) persoms or less: and provided
further, that the arverage circuit wiles for each staticn on
the systew is more than ohe apd one-guarter (1 1,8) miles.

Class Three. Livesteck, poultry, and ungrocessed
products of both; furnitere and firtures used in commercial
activities; +the annuval gross preoteeds of ynderground coal
mines; and all o¥fice or hoctel Furniture and fixtures,

except isprovements included in Class Nine.
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Class Four. (a) - All 1land, town and city lcts, with
improvements, except improvements included im <Class Ninpe,
and all trailers affixed to land cwvned, leased, or under
contract or purchase ty the trailer cwner, msanufacturing and
mining machinery, fixtures and supglies, except as otherwise
prcvided by the constitutior of Montana, and exceprt as sach
property may be included in Class Five, Class Seven br Class
Eight.

(k) Mobile hkcmes witkout regard tc the cwnership of
the land upon which they are sitvated, except those held by
a distributor or dealer ¢f mobile homes as part of his stock
in trade, and except as such property may be imcluded in
Class Fight.

Class Five, {a) All Foles, lines, transfcrmers,
transfcreer stations, meters, tcols, imprcvesents, amachinery
and other property used and owned by co-crerative Tural
electrical and co-operative rural telerhone associations
organized under the laws cof Rontana except those within the
incorpcrated lisits of a city or town ip which less thanm
ninety—five per cent (95%) of the electric censumers and/cr
telephone users are served by a co-operative organizaticn,
and as to the property enumerated in this sub-section (a}
within incorpcrated limits cf a city cr tcwn ip which less
than nipety-five per cent {954} of the electric consumers or

users will be served by a co-coferative organizatics, such
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property shall be put ip Class Two.

(b} All anprocessed agricultural groducts either on
the farem or in storage, irrespective of whether said
products are owned by the elevator, Wwarehoose or flcur will
cwner or coepany storing the same, cor any cther persca
wvhowsoever, except all perishable fruits ard vegetables in
farm storage and owvwned by the prodecer, and excepting
livestock and poultry and the unprocessed products of both.

(¢} The dwelling house, and the lot on which it is
erected, cuned and occupied by any resident of the state,
who has been hovorably discharged frome active service in anpy
branch of the armed forces, who is rated one hundred per
cent (100%) disabled due to a service-—connected disakility
by the Tnited States veterans administratiom or its
SUCCEeSSOLE.

Tn the event c¢f the veteran's death, the dwelling
housa2, and the lot on which it is erected, so long as the
surviving spouse remains unmarried and the owner and
cccuparnt of the prererty, shall remain within this
classificaticn.

Class Six. FProperty fcrmerly included in this class is
now classified by section 84-303, R.C.H., 1947,

Class Seven., {a) All new industrial gpreoperty. HNew
industrial property shall mean any new industrial plant,

including land, buildings, machinery ang fixtures which, in
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the determination of the state department of revenue, is
used by a pewv industry during the first three (3) years of
operation not havimg been assessed prior tc July 1, 196t,
within the state of Montama. New industry shall wmean any
person, ccrporation, firs, partnership, association, or
other group which establishes a nev plant or plants in this
state for the operation of a new indaustrial endeavor, as
distinguished from a owmere expansion, TrTeorganizaticm, eor
merger of an existing ipdustry cr ipdustries. Provided,
however, that zew industrial property shall be 1limited to
industries that manufacture, will, wine, groduce, process or
fabricate materials, or do similar work ip which capital and
labor are esployed apd in wvhich materials umserviceable in
their patural state are extracted, processed or made fit for
use or are substantially altered or treated so as tc create
coswercial products or materials; industries that engage im
the mechanical or chemical transforsation of materials or
substances intc new products in the wmapper defined as
manufacturing in the 1972 Standard Industrial Classification
#anual, prepared by the United States office of wmanagement
and ©budget; and im no event shall the term mew industrial
property be included to mean property wused by retail or
whclesale merchants, ccmmercial services of any type,
agriculture, trades or professicns. New industrial prcperty

does not include a plant whick will create an adverse iapact
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on existing state, county, eor smunicipal services. The
departasernt shall Fromulgate regulaticns for the
determination of what ccnstitetes an adverse impact taking
into consideration the nusber of pecple tc be employed and
the size of the coamunity in whick the 1lccation is
contemplated. Once the derartment has made an dinitial
determination that the industrial facility qualifies as new
industrial property, the department shall then upor proper
notice hold a hearing to determine it the new industrial
classificatioen sheould be retaimned by the property. The
local taxing -aothority :may appear at the hearinag, -and it
also -say waiwe its objectien tc retention of this
classificaticon if +the industry agrees tc the prepaysent of
taxes sopfficient to satisfy taxr reguiresents created by the
location and construction of the facility daring
construction period.

In the event of a prepayment of taxes, the waximum
asount or prepayment shall be the amount withcut the
application of the Class 7 {a) to such prcperty.

If a majer new industrial -facility gualifies under
Class 7 {a) the reduction of its yearly papment of property
taxes for reimbursement of its prepaid taxes as provided for
in section B4-U41-105, R.C.M. 1947, shall net begim until the
Class 7 gqualification expires. And provided further, +that

nev industrial property shall npot be included +tc-mean
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preperty which is used or esmfloyed ip amy ipdustrial plant
which has bheen in operation in this state fcr three {3)
years or longer. Any persca, corporatiocu, firm, partnership,
association or other group seeking toc gualify its grcperty
for inclusior in this class t=hall wmake application to the
state department cf revenuve im such panrer and fcrm as may
be required by said department,

{t) Business inventories. Business invertories shall
include goods intended for sale or lease in the ordinary
course of business, and shall include raw materials and werk
in progress with respect to such geoods, but sball not

include goods actwvally leased or rented on the lien date, or

‘mobile homes held by a dealer or distributor as a part of

his stoek in trade.

(c) Air pollution contrcl egquigeent as defined in
section £9-3923,

4 ead—i R igod E i3
£ £ . . Lded a
segtiop—SU4-T403.

Class Bight. 48} Any impicovement on rTeal [frogperty,
trailers affixed to land or mokile bcee belonging to any
person who qualifies wunder any one or more of the
hereinafter set forth categcries, with appurtenant land not
exceeding five (5) acres, whick together have a market value

of not more than twenty-seven thousand five hundred dollars
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{$27,5¢0), which Awelling is gwned or under a comtract fcr
deed, and which is actually cccupied fcr at least tem (10}
months per year as the primary residential dwelling of:

{1 a widow sixty-twc (62) 7years of age or older,
vhether with or withoat minor dependent childrenm, vho
qualifies under the income lisitaticns of {4), or

{2y a widover sixty-twe (62) years cf age cr older,
whether with or without wincr deperndent children, who
ggalifies under the ipcome lisitaticns cf (4), or

{(3)y a widow or widower with ainor cor dependent
children regardless of age, who gqualifies under +the income
lieitations of (4), or

{8y a recipient cr recipients of retirement or
disability benefits whose income frcm all sowrces is ot
more than six thousand dellars ($6,000) for a single person
and sizx thousand eight huardred dcllars ($6,800) for a
parried coaple +total per annum whether said dwelling is
ccecunied by a single ferscm cr a sarried couple. FProwided,
further, that one who applies for classification of property
under this class must wmake an affidavit tc the state
departzent of revenue on a form as may be provided by the
state department of revenue supplied without cost to the
apgplicant, as to his inccme, if applicable, as to his
retiresent benefits, if applicable, or, as to his marital

status, if applicable, anéd to the fact that he or she
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actually occupies or waintains as his or her primary
residential dwelling, such land and improvesments with right
of the county welfare board to investigate the applicant, on
the completion of the form, as to answvers given cn the fors.
Provided, further, the assessed value of said property shall
not be increased during the 1life of the recipient of
retirement benefits or widow or widower covered onder this
class, anless the owner-resident wsakes a substantial
improvement in the dwelling. For the purposes of the
affidavit recguired for classification of groperty under this
class, it shall be sufficient if the applicant signs a
statement swearing to or affirming the correctness of the
information sapplied, whether or not the statesent is signed
before a persomn authorized to admwinister oaths, and mails
the application and statement to the department cf revenue.
This signed statement shall be treated as a sStatement under
oath or equivalent affirmation for rtfsrposes of section

2Y-7-203, R.C.M. 1947, relating to the criminal offense of

false swearing.

s tali i beildisg—£

Class Nine, The incremental increase in the vwalue of
real estate attributable +to repairing, amaintaiming or

improving existing improveaments.
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Class Ten. The annual gross [froceeds of coal =sines
using the strip mining method.

Class Eleven. Centrally assessed utility allccaticms
after deductions of locally assessed properties and except
as provided ipn Class Two for rural telephones and Class FPive
{a) for cooperatives, and all other property not included in
the ten (10) preceding classes.™

Section 4. Sectiop 88-1502, R.C.N. 19487, is amended to
read as fcllows:

"84-1502., Deductions allowed in computing inccee. In
computing the net income the following deductions shall bLe
allowed from the gross income received by such corperatioco
within the year froa all sources:

1. a1l the ordipary and mnecessary expemses paid or
incurred during the taxable year in the maintepance and
operation of its business and properties, incliuding
reasonable allcowance for salaries for personal services
actually rendered, subject tc the lisitation hereinafter
contained, rentals or cther 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 nct taking
title, or in which it has nc equity. No deduction shall be
alloved for salaries paid upon which the recipient thereof
has not paid Montama state income tax; rrovided, howaever,

that where domestic corporations are taxed on income derived
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froe without the state, salarjes of officers taid in
connectior with securing such income shall be deductihle.

2. (A} All losses actually sustainced and charged off
within the vyear amnd not coapensated by insuraance or
otherwise, including a reasonable allcwance for the wear and
tear and cbsolescence of property used 1in the trade or
business, such allowance to be deterzined accordiu§ to the
provisiops of section 167 of the internal revenue code in
effect with respect to the taxable yvear. All elections for
depreciaticn shall be the sase as the electicns wade for
federal incomse tax purposes, Mo deduction shall be allowed
for any amount paid out for any buildings, permanent
improvements or betterments sade to increase the value of
any property or estate and no deducticn shall be aade for
any amount of expense of restoring property or sakinmg good
the exhaustion thereof for which an allowamce is or has been
made.

(B) (a} There shall be allowed as a deducticn for the
taxable period a net operatipg loss deduction determined
according to the provisions of this stbsecticn. <The net
operating loss deduction is the aggregate of net operating
loss carryovers toc sach tazable peried plus the net
operating 1loss carrybacks to such taxable period, The tera
"net operating loss" means the excess o¢f the dedaoctioss

allowed Lty this secticn, B84-1502, over the gross income,
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with the modifications specified in paragraph (b) of this
subsection. If for any taxable pericd hegiqning after
December 31, 1970, a net operating loss is sustained, such
loss shall be a net operating loss carryback to each of the
three (37 taxable periods preceding the taxable peried of
such loss and shall be a net operating loss carryover to
each of the five (5} taxable periods follcwing the taxable
pericd of such loss. The portiom of such loss which shall be
carried to each of the cther taxable years shall be the
excess, if any, of the asount of such loss over the sum of
the net income for each of the prior taxable periods tc
which such lcss was carried. For purposes of the preceding
sentence, the pet income for such prior taxable pericd shall
be computed with the modifications specified in paragraph
by {iiy of this subsection and by determining the amount of
the net operating loss deduction withownt regard to +the net
operating loss  for the loss pericd or apny taxable period
thereafter, and the net inccme so computed shall nect be
considered to be less than zero,

(by The wodificaticns referred to in paragraph (a) of
this subsection shall te as follows:

{i) Nc pet cperating loss deduction shall be allowed.

{ii) The deduction for depletion shall not exceed the
amount vhich would be allowakle if computed under the cost

method.
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(c} A pet operating loss deduction shall be allowed
only with regard to losses attributable to the business
carried on vwithin the state cf Montama.

(d) In the case cf a merger of corporaticns, the
surviving corporation shall not be allovwed a net cperating
loss deductiorn for net operating losses sustained by the
perqged corporations prior to the date of merger.

In the case of a comsolidation of corporations, the new
ccrporate entity shall not be allowed a deduction for net
operating losses sustained by the consolidated corporations
prior to the date of consolidation.

{e) tHotwithstanding the provisicns of section
84-1508.1(c}, R.C.M. 1947, interest shall not be paid with
respect to a refund of tax resulting fros a net operating
loss carryback or carryover.

(f) The net operating loss deductior shall not be
aliowed with respect to taxable periods which ended on or
before December 31, 1970, bot shall ke allowed cply with
respect tc tafable periods beginping cn cr after January 1,
1971.

3. In the case of mines, other patural deposits, cil
and gas wells, apd tiaber, a reasonakble allowance for
depletion and foer Jdepreciation of isprovements, such
reasonable allowance to be determined according to the

prcvisions of the internal revenue code in effect for the
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taxable year. A11 elections made under the internal revenue
code with respect to capitalizing or expensing exploration
and drv=lopment costs and ipntangitle drilling expenses for
corporation 1license tax purpeses shall be the same as the
electicns made for federal income tax purrcses.

4. The awonnt of interest paid within the year on its
indebtedness ipcurred in the operation of the business from
vhich its income is derived; but nec interest shall be
allowed as a deduction if paid crp an indebtedness created
for the parchase, amaintenance or improveeent of property or
for the coanduct of business unless the income from such
property or busimess would be taxable umder this act.

5. 1Interest incose froam obligaticas of the state of
¥contana, or any political subdivisicn or municipality of the
state of Montana.

6, Taxes paid within the year except the fcllcwing:

{a}) Taxes imposed by this act.

(b} Taxes assessed against 1local benefits of a kind
tendinrg to increase the value of the property assessed.

tcy Taxes on or according to or measured by net incose
or profits imposed bty authority ¢f the government of the
Onited States.

(6} Taxes imposed by any other state o1 country upom

or aeasured by net income or profits.

{7) _That portion cf _ap _energy-related __investment
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allowed as_a_deductiop npnder B4-7403,

Taxes deductible wunder this act shall be construved tc
include taxes isposed by any county, schecol district or
municipality of this state.®

Section 5. Section BU-U9(€, R.C.N. 1947, is amended to
read as fcllows:

"84-49046. Deductions allcwed in coxzputing netrinCOle.
In cosputing net inccme, there stall be allcvwed as
dednctions:

{a) The items referred to ir sectioms 161 and 211 of
the Interpal Revenue Code of 1958, or as sections 161 and
211 shall be labeled or amended, except that state income
tax paid shall not he deductible and alsc subject to the
exceptions provided in section 84-459C9, relating to items
not deductible,

{b} TFederal income tax paid within the taxable year.

{c}_ That portion _of_ _an__energy-related ipvestuent

allowed as a deduction under B4-T8Q2. "

SFCTION 6, LEGISLATIVE _INTENT, JI__IS_THE JINTEEY QOF
THE LFGISLATURE THAT NO DEDUCTION UNDER THIS ACT BE__ALLONED

FOR_CAPITAL INVESTMENT FOR_AN ENERGY CCNSERVATION PRACTICE

IN THF NE¥__COBSTRUCTION OF__A _PBUILDING_ _IF _TBAT _CAPIIAL

INYESTMERT WOULD HAVE BFEN _RADE UNDER ESTABLISHED STANDARDS

OF _NEW CONSTEUCTION, THF_DEPARTHMENT OF BEVENUP SHALL _ADQPT

RULES TO_ IMPLEMENT THIS LEGISLATIVE INTENT, SUCH RULFS SHALL
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BE BASED _ON__THE _BEST CUERENTLY AVAILABLE METHCDS _OF

ANALYSIS, INCLUDING THOSE CF THE NATIORAL BUEEAU or

STANDAEDS, THE METHCDS OF ANALYSIS, INCLUDING THOSE OF_THE

HATTIONWAL BOURFAG OF STANDARDS, THE DEPARTMFNT OF HACUSIEG AND

URBAN DEVELOPMENT, AND OTHER FEDERAL AGENCIES ANRD

PROFESSIONAL SOCTIETIRS _ARD__MATERIALS DEVELOPED BY THE

DEPARTMENT _OF REYENDE, PROVISIONS _SHALL_ _BE_ _MADE_FOR_AN

ANNUAL JOPDATING OF RULES AMD STAMNDARDS AS_BEQUIREL.

SECTION 7, SECTION B4-7401, R.C.M, 13487, IS_AFENEED TQ

READ_AS FCLLOWS:

"84-7401, Statement of purpose, The purpose of this
act is to encourage the use cf alternative energy sources
and the conservation of energy through incentive prograss,
Sach incentives are to be made available to the energy user
on a basis which requires him tc take the initiative in

obtaining a particular incentive. ZFhis—aes—ic—not—intended
+o—Fequire-—aR —3556666E——to—Fevalue——pECPOELy—elcept—upen

This act allows but does not reguire a Ttublic wtility ¢to
extend credit for energy conservation investments.™

Section 8. Effective date, This act applies to all
taxable years beginning after December 31, 3833 1976.

-End-
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on Taxation

HOUSE BILE AND. 292

INTRODUCED 3BY MELOYs RRADLEYes HUENNEKENSy VINCENT

A BILL FOR AN ACT ENTITLED: "™AN ACT TRANSFERRING THE ENERGY
CONSERVATION AKD ALTERNATIVE ENERGY TAX INCENTIVES FROM THE
PROPERTY TAX TU THE INCOME AND CORPORATION LICENSE TAXESe AS
DEDUCTIONS; AMENDING SECTIONS B4-202¢ 84-301ls 841502+
834~4906y 84-7401s AND 84-T403+ ReCeMe 1947y AND PROVIDING AN

EFFECTIVE DATE."™

B3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le« Section 84-71403¢ ReCaM. 1947y is amended to
read as follows:
284-T7T403. Tax treatment of certain energy-related
investmentse (1) Upen—appiicetion—by—a—texpayery—approved
under—seetion—Bi-F404y—a—capitat—investment—by-the——Ltoxpayer
+n—ﬂ—fecqgni{ed-ﬂoﬂfess++—Fefm—ef—enefgy-qenefet+ﬁn—sha++—be
+treatec-hy—the-department-of-revente—ass
{ta}--property——exempt——from taxationy—to-the-extent—the
appra+sed-vatde——of ——the-—-investment——does——not-—exceed--one
hundred—thousand-doltars—{4$166+8698ry—or
for—-—cinss——seven—-propertyy——as——defined-—in——sections
84-38t-and—-84~382y-for-Steh-pertion—of-the——enpraised-—vaide
of-—the-tAvestment—-that-exceeds-one-hundred—thousand—dotiars

14180v000)=
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t2y--dpen—appltication—by —a-—taxpayery——approved-—under
section--B4-T484v-—a—capttat—investment—in-a-buitding-by-the
taxpayer—for-an—enerqgy-coftservetion-purpose-shalti-be—trented
by—the—department—eof-revenue-—as—ciass——eitght——propertyy—as
defined——in——sectione——94-30i—and-84-382y—to-the—exntent—the
appraised-valtue-of-the-investment——does——naot—-exeeed-——twenty
percent——{20%)——of——the-—npproised——valve-of-the-boitding—in
which-the—investment—-+s——modes In addition to atl other
deductions from adjusted gross individugl income allowed io
computing taxable income under Title 84¢ chapter 49. or from
gross corporate income allowed in computing pet income undey
Iitle 84e chapter 15 3 taxpaver may deduct a portion of his
expenditure for <constructing oer _installinag o recognized

£ il f £ - ital i

in__a_building for ao epnergy conservatinn purpgses in
accordapse with the foliowing schedule:
If che installation or If the installation or
ioves ; . . . e i
A residential buildings a building not used
a4s A resjdences
4€% 100% of first 49% 100X of first
$11000 expended $2+000 expended
39% 50% of next 30% 50% of next
$£1:000 expended 32,000 expepnded

2J% of next $1.2000 expended 20% of next $23Q000 expended
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103 of next $1.000 expended 10% of next $2.000 expended
lhis _tax treatment is subject to approval of the department
of an applicotion as provided in 84-7404 AND MAY NOT BE
LLAIMED FOR EXPENDITURES AND CAPITAL INVESTMENTS FINANCED BY
A__STAIE, FEDRERAL. OR PRIVATE GRANT FOR DEYELOPMENT OF
RENENABLE ENERGY SOURCES.®

Section 2. Section B4-202y ReleMe 1947y is amended to
read as follows:

"g4-202. Exemptions from taxation. (1) t(a) The
property of the United Statess the statey countiess citiessy
townss School districtss municipal corporationss public
librariess buildings with land they occupy and furnishings
therein owned by a church and used for actual religious
worship and for residences of +the clergys together with
adjacent tand reasonably necessary for convenient use of
such buildings owned by a churchs such other property as is
used exclusively for agricul tural and bhorticultural
societiess for educational purposess hospitals and places of
burial not used or held for private or corporate profity and
institutions of purely public charitys evidence of debt
secured by mortgages of record upon real or personal
property in the state of Montanas and public art galleries
and public observatories not used or held for private or
corpcrate profits are exempt from taxations but nc more land

than is necessary for such purpose is exempte
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{b}Y As used in this subsections the term ®"institutions
of purely public charity® shall include organizations owning
and operating facilities for the care of thz retired or aqed
or chronically i1l which are not operated for oain or
profit; and the terms “public art galleries and public
observatories® shall wmwean only such art galleries and
observatories whether of public or private ownershipy, as are
open to the publice without charge or fee at all reasonable
hourss and are used for the purpose of education only.

{2) #hen a clubhouse or building erccted by or
belonging to any society or organization of honorably
discharged United States soldiersy sailors or marines who
served in army or navy of United Statess is used exclusively
for educationals fraternals benevolent or purely public
charitable purposess rather than for gain or profite
together with the library and furniture necessarilty used in
any such buildings such property is exempt from taxations
and all! propertys real or personals in the possession of
legal guardians of incompetent veterans of the World War or
minor dependents of such veteranss where such property is
funds or derived from funds received from the United States
as pensione compensations insurances adjusted compensations
or gratuitys shall be exempt from all taxation as property
of the United States while held by the aquardian, but not

after title passes to the veteran or minor in his or her own
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right on account of removal of legal disabilitye

(3) Al household goods and furnitures including
cliocksy musical instrumentss sewing machinesy wearing
apparel of members of the family actually used by the owner
for personal and domestic purposesy or for furnishing or
equipping the family residence are exempt from taxatione

{4) Freeport merchandise shall be exampt from
taxatione Freeport wmerchandise means those stocks of
merchandi se manufactured or produced outside this state
which are in transit through this state and consigned to a
warehouse or other storage facilityese public or privates
within this statey for storage in transit prior to shipment
to a final destination outside the statey and which bhave
acquired a taxable situs within the statee

Stocks of merchandise do not lose their status as
freeport merchandise because while in the storage facility
they ar=s assembleds bounds joineds processeds disassembleds
divideds cute broken in bulke relabeled or repackagede

Any persony corporationy firme partnershipe
associationy or other aroup seeking toc guatify its property
for inclusion in this class shall make application to the
state department of revenue in such manner or form as may be
required by the department.

{5) [The following agricultural products are exempt

from taxation:])
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{a) All unprocesseds perishable fruits and vegetables
in farm storage and owned by the producer are exempt from
taxatione

{b} A1} nonperishable unprocessed agricultural
products except livestocks held in bpossession of the
original producer for less than seven (7) months following
harveste

(c) Livestocks defined as cattlies sheeps horsess or
mulesy which have not attained the age of nine (9) wmonths as
of the last day of any monthe

{6) Moneys and credits are exempt from taxatione

£#r——k-cap+tet-investment-—tn-——a--re.vgnized-——nonfosaid
form—of-—energy-generation—is—exespt-to—the-extent-provided
under—section—84—F463x"

Section 3. Section 84-30le RaCeHs, 1947y is amended to
read as follows:

"84-301l. C(Classification of property for taxation. For
the purpose of taxation the taxable property in the state
shall be classified as follows:

Class Onee The annual net proceeds of all mines and
mining claimse except coal minesy after deducting only the
expenses specified and allowed by section 84-5403; also
where the riaht to enter upon lands to explore or prospect,
or dia for oils gass coal or mineral is reserved in land or

received by mesne conveyance (exclusive of leasehold
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interests)s devise or succession by any person oOr
corporations the surface title to which has passed to or
remains in anothers the state department of revenue shall
determine the value of the right to enter upon said tract of
land for the purpose of diggings explorings or prospecting
for gass ocilsy coal or mineralss and the same shall be placed
in this classification for the purpose of taxationa

Class Twoe Al agricultural and other toolsy
implements and machinerys gas and other engines and boiterss
threshing machines and outfits used therewithy automobiles,
moteor trucks and other power~driven carss wehicles of all
kinds except mobile homess boats and aill watercraftse
harnesss saddlery and robes and except as provided in Class
Five (3) of this sections 311 polesy, 1liness transformerss
transformer stationss meterssy toolss improvementss machinery
and other property used and owned by 211 personse firmse
corporationss and other organizations which are engaged in
the business of furnishing telephone communicationss
exclusively to rural areass or to rural areas and cities and
towns pravided that any such city or town has a populatiof
of eight hundred (B00) persons or less; and provided
furthers that the average circuit miles for each station of
the system is more than one and one-quarter (1 1/4) milesa

Class Threee Livestocks poultrys and unprocessed

products of both; furniture and fixtures used in commercial
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activities; the annual gross proceeds of underground coal
mines; and all office or hotel furniture and Ffixtures,
except improvements included in Class Ninees

Class Foure (a) All 1landy town and city lotse with
improvementss except improvements included in (lass Nines
and all trailers affixed to Yand ownedy leased, or under
contract or purchase by the trailer owner. manufacturing and
mining machinerys fixtures and suppliess except as otherwise
provided by the constitution of Montanas and except as such
property may be included in Class Fivey Class 5Seven or Class
Eighte

{b) Mobile homes without regard to the ownership of
the land upon which they are situated, except those held by
a distributor or dealer of mobile homes as part of his stock
in tradey and except as such property may be inciuded in
Class Eighte

Class Fivé. (a) Al polesy Tiness transformers,
transformer stations, meterss toolss improvementsy machinery
and other property used and owned by co-operative rural
electrical and co—operative rural telephone associations
organized under the laws of Montana except those within the
incorporated limits of a city or town in which Jess than
ninety~-five per cent {95%) of the electric consumers and/or
telephone users are served by a co-operative oraganizations

and 3s to the property enumerated in this sub-section (a)
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within incorporated limits of a city or town in which less
than ninety-five per cent {(95%) of the electric consumers or
users wWill be served by a co-operative organizations such
property shall be put in Class Twoe

{b} A1 unprocessed agricultural products either on
the farm or in storagee irvespective of whether said
products are oswned by the elevatory warehouse or flour mill
owner or company storing the sames or any other person
whomsoevery except all perishable fruits and vegetables in
farm storage and owned by the producers and excepting
livestock and poultry and the unprocessed products of both,

(c) The dwelling houses and the Jot on which it is
erecteds owned and occupied by any resident of the state,
who has been honorably discharged from active service in any
branch of the 3armed forcessy who is rated one hundred per
cent {100%) disabled due to a service-connected disabiltity
by ther United States veterans administration or its
SUCCe550rSe

in the event of the veteran's deathe the dwelling
houses and the 1ot on which it is erectedy so long as the
surviving spouse remains unmarried and the owner and
occupant of the propertys shall remain within this
ciassificatione

Class Sixe Property formeriy included in this class is

now classified by section 84-30B8y ReCeMe 1947
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Llass Sevene {(a) ATl new industrial propertye HNew
industrial property shall mean any new industrial plant.
tncluding landy buildingss machinery and fixtures whiche in
the determination of the state department of revenuey is
used by a new industry during the first three {3} years of
operation npot bhaving been assessed prior to July ls 1961,
within the state of Montana. New industry shall mean any
persons corporations firmes partnerships associations or
other oroup which establishes a new plant or plants in this
state for the operation of a new industrial erideavore as
distinguished from a mere expansions reorganizationsy or
merger of an existing industry or industries. Providedy
howevery that new industrial property shall be limited to
industries that manufactures, mills mines produces process or
fabricate materialsy or do simitar work in which capital and
labor are employed and in which materials unserviceable in
their natural state are extracteds processed or made fit for
use or are substantially altered or treated so as to create
commercial products or materials; industries that engage in
the mechanical or chemical transformation of materials or
substances into new products in the manner defined as
manufacturing in the 19712 Standard Industrial Classification
Manuals prepared by the United States office of management
and budget; and in no event shall the term new industrial

property be included tc mean property used by retail or
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wholesale merchantss commercial services of any typesy
agricultures trades or professions. New industrial property
does not include a plant which will create an adverse impact
on existing states countyy or municipal servicess The
department shall promul gate regulations for the
determination of what constitutes an adverse impact taking
into consideration the number of people to be employed and
the siZe of the community in which the Jlocation is
contemplateds Once the department has made an initial
determination that the industrial facility qualifies as new
industrial propertys the department shall then upon proper
notice hold a hearing to determine if the new industrial
classification should be retained by the propertye. The
local taxing authority may appear at the hearings and it
also may waive its objection to retention . of this
classification if the industry agrees to the prepayment of
taxes sufficient to satisfy tax requirements created by the
Jocation and construction of the facility during
construction periode

In the event of a prepayment of taxesy the maximum
amount or prepayment shall be the amount without the
application of the Class 7 {a) to such property.

If a major new industrial facility qualifies under
Class 7T (a) the reduction of its yearly payment of property

taxes for reimbursement of its prepaid taxes as provided for
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in section 84-41-105y ReleMe 1947y shall not begin until the
Class 7 qualification expires. And provided furthery that
new industriat property shall not be included to mean
property which is used or employed in any industrial plant
which has been in operation in this state for three ({3}
years or lcngere Any persony corporationy firms partnerships
asspciation or other group seeking to qualify its property
for inclusion in this class shall make application to the
state department of revenue in such manner and form as may
be required by said department.

{b}) Business inventoriese. Business inventories shall
include goods intended for sale or lease in the ordinary
coursce of businesss and shall include raw materials and work
in progress with respect to such goodss but shall not
inciude goods actually leased or rented on the lien dates or
mobile homes held by a dealer or distributor as a part of
his stock in trades

(c) Air pollution control equipment as defined in
section 69-3923.

td¥—~k-copitat-irnvesement——in-—a-—recognized—nonfossid
form——of-—energy-——qgenerationy——to-——the—extent—provided—under
sectron—84-74683w

Class Eight. t8% Any improvement on real propertys
trailers affixed to iand or mobile home belonging to any

person who qualifies wunder any one or more of the
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hereinafter set forth categoriess with appurtenant land not
exceeding five (5) acress which together have a market value
of not more than twenty-seven thousand five hundred dollars
($279500)s which dwelling is owned or under a contract for
deedy and which is actually occupied for at least ten (10)
months per year as the primary residential dweltiing of:

(1) a widow sixty-two {62) years of age or olders
whether with or without minor dependent childrens who
qualifies under the income limitations of (4)s oOr

{2) a widower sixty—two (62) years of age or older,
whether with or without minor dependent <childrens who
qualifies under the income limitations of (4)s or

{3) a widow or widower with minor or dependent
children reqgardless of ages who qualifies under the income
limitations of (4)+ oOr

{4) a recipient or recipients of retirement or
disability benefits whose incowme from all sources is not
more than six thousand dollars {$64000) for @ single person
and six thousand eight hundred dollars ($6+800) for a
married couple +total per annum whether said dwelling is
cccupied by a single person or a married couplee Provideds
furthers that one who applies for classification of property
under this class must make an affidavit to the state
department of revenue on a form 35 may be provided by the

state department of revenue supplied without cost to the
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applicantey as to his incomes if applicablesy as to his
retirement benefitse if applicabley ory as to his marital
statusy if applicables and to the fact that he or she
actually occupies or maintains as his or her primary
residential dwellings such land and improvements with right
of the county welfare board to investigate the applicants on
the completion of the forme 3s to answers given on the forme
Provideds furthers the assessed value of said property shall
not be increased during the life of the recipient of
retirement benefits or widow or widower covered under this
classy uniess the owner—resident makes a2 substantial
improvement in the dwelling. For the purposes of the
affidavit required for classification of property under this
classs it shall be sufficient if the applicant signs a
statement swearing to or affirming the correctness of the
information supplieds whether or not the statement is signed
before a person authorized to administer oathss and mails
the application and statement to the department of revenuee
This signed statement shall be treated as a statement under
oath or equivalent affirmation for purposes of section
94-7-203y RaCaMa 1947+ relating to the criminal offense of
false swearinge
th3——A-eapitat-investment—in-—a—bueilding-for—an——enerqgy
conservation——purposey——to—the—extent—provided-under—section

B4—F483w
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Class Ninee The incremental increase in the value of
real estate attributable to repairings maintaining or
improving existing improvements.

Class Tens The annual gross proceeds of coal wmines
using the strip mining method.

Class Eleven. Centrally assessed utility allocations
after deductions of locally assessed properties and except
as provided in Class Two for rural telephones and Class Five
ta) for cooperativesy and all other property not included in
the ten (10) preceding classesa”

Section 4« Section 84—1502s ReCeMe 1947y is amended to
read as follows:

*84-1502. Deductions allowed in computing incomes In
computing the net income the following deductions shall be
allowed from the gross inceme received by such corporation
within the year frosm all sources:

1. Al} the ordinary and necessary expenses paid or
incurred during the taxable year in the maintenance and
operation of its business and propertiessy inctuding
reasonable allowance for salaries for persomal services
actually rendereds subject to the Timitation hereinafter
containeds 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

titles or in which it has no equity. No deduction shall be
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allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the statesy salaries of officers paid in
connection with securing such income shaltl be deductiblees

2« {A) Al] losses actually sustained and charged off
within the year and not compensated by insurance or
otherwisey including a reasonable allowance for the wear and
tear and obsolescence of property used in the trade or
businessy such allowance to be determined accordinq‘to the
provisions of section 167 of the internal revenue code in
effect with respect to the taxable year. A1l 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 buildingss 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
mades

(B} {(a) 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
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operating 10ss carrybacks to such taxable periocds The term
“net operating lossY means the excess of the deductions
allowed by this sections B4&-1502s over the gross incomes
with the modifications specified in paragqraph (b} of this
subsection. 1If Ffor any taxable period beginning after
Cecemner 31y 1970y @ net operating loss is sustaineds such
loss shall be a net operating less carryback to each of the
three {3} taxable periods precedina the taxable period of
such Yoss and shall be a net operating loss carryover to
each of the five (5] taxable periods following the taxable
period of such less. The portion of such loss which shalt be
carried to each of the other taxable years shall be the
excesss if anys of the amount of such loss over the sum of
the net income for each of the prior taxable periods to
which such 10oss was carrieds. for purposes of the preceding
sentences the net income for such prior taxable period shall
be computed with the modifications specified in paragraph
{b) {ii) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operating loss for +the loss period or any taxable period
thereaftery and the net income so computed shall not be
considered to be less than Zero.

() The modifications referred to in paragraph {a) of
this subhsection shall be as follows:

{i} No net operating loss deduction shall be allowed.
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(ii) The deduction for depletion shall not exceed the
amount which wouid be allowable if computed under the cost
methoda

{c) A net operating loss deduction shall be allowed
only with regard to losses attributable to the business
carried on within the state of Montana.

{d} In the case of a merger of corporationse the
surviving corporation shall not be allowed a net operating
toss deduction for net operating losses sustained by the
merged corporations prior to the date of merger.

In the case of a consolidation of corporationss the new
corporate entity shall not be allowed a deduction for net
operating Jlosses sustained by the consolidated corporations
prior to the date of consolidatione

{e) HNotwithstanding the provisions of section
84-150841{C)s ReleMa 1947+ interest shall not be paid with
respect to a refund of tax resulting from a net operating
loss carryback or carryovere

{f) The net operating 1loss deduction shall not be
allowad with respect to taxable periods which ended on or
before ODecember 31s 1970y but shall be alliowed only witn
respect to taxable periods beginming on or after January 1.
1971.

3, In the case of minesy other natural depositss oil

and gas wellsy and timbhers a reasonable allowance for
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depletion and for depreciation of improvementss such
reasonable allowance to be determined according to the
pravisions 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 Jlicense tax purposes shall be the same as the
elections made for federal income tax purposese

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 purchases maintenance or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this acte

5« Interest income from obligations of the state of
Montanas or any political subdivision or municipality of the
state of Montanae.

6« Taxes paid within the year except the following:

(a) Taxes imposed by this acte

(b} Taxes assessed against local benefits of a kind
tending to increase the value of the property assessede.

{c) Taxes on or according to or measured by net income
or profits imposed by authority of the government of the

United States.
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{d} Taxes imposed by any other state or country upon
or measured by net income or profitse

(7} That  portion of an _energy-related = investment
allowed as a deductjon under. 84-7403.

Taxes deductible under this act shall be construed to
include taxes imposed by any countys school district or
municipality of this state<®

Section 5 Section 84-4906+ RaeCeMe 1947, is amended to
read 3s follows:

*B4-4§906. Deductions allowed in computing net incomee.
In computing net incomes there shall be all owed as
deductions:

{a) The items referred to in sections 16} and 211 of
the Internal Revenue Code of 1954y or as sections 16! and
211 shall be 1labeled or amendedy except that state income
tax paid shall not he deductible and also subject to the
exceptions provided in section 84-4909y relating to items

not deductibles

(b) Federal income tax paid within the taxable year.

(c) That portion _of an _energy-related _investiment
allowed as._a deduction under 84-7403,"

SECTION 6o LEGISLATIVE INTENTe T 15 THE INTENT OF
I4E_LEGISLATURE THAY NO DEDUCTION UNDER THES ACT BE ALLOWED
EQR__CAPITAL INVESTMENMT FOR AN ENERGY CONSERVATION PRACTICE
AN YHE NEW CONSTRUCTION OF A BUILDING IF THAT CAPITAL
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INVESTMENT WOULD HAVE SEEN MADE UNDER £STABLISHEDR STANDARDS
QF _NEW CONSTRULTION. THE DEPARTMENT OF REVENUE _SHALL ADOPT
RULES TOQ IMPIEMENT THIS LEGISLATIVE INTENT. SUCH RULES SHALL
BE  BASED _ON THE DEST CUBRENTLY AVAILABLE METHODS OF
ANALYSISy INCLUOING THOSE OFf THE NATIONAL _ BUREAU OF
STANDARDSe THE OEPARTMENT OF HOQUSING AND URDSAN DEVELOPHMENT .
AND _CTHER FEDERAL AGENCIES AND PROFESSIONAL SOCIETIES AND
SHALL 5HE_MADE FOR AN ANNUAL UPDATING CF RULES AND STANDARDS
AS BEQUIREDS

SECTIQON Ta SELYION 84-TF401» RefaMe 1947 JS AMENDED TO
READ AS FOLLOWS:

"84~T7T40le Statement of purposee. The purpose of this
act is to encourage the use of alternative energy sources
3nd the conservation of energy through incentive programsa
Such incentives are to be made available to the energy user
on a basis which requires him to take the initiative in
obtaining a particular incentive. Fhis—act—irs—not—intended
to-requtre—af—-nssessor——te-—revaltde—-property—-—except——uposf
receipt-—of-—a-properiy-documented-and-opproved-appeceotiony
This act 2llows but does not require a public utility to
extend credit for energy conservation investments.®

Section 8« Effective dates This act appdlies to all
taxable yvears beqinning after December 31y +93F 1975.

-End-
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HOUSE BILL NO. 292

INTRODUCED BY MELDYs BRADLEYs HUENNEKENSs VINCENT

A BILL FOR AN ACT ENTITLED: “AN ACT TRANSFERRING THE ENERGY
CONSERVATIOMN AND ALTERNATIVE ENERGY TAX INCENTIVES FROM THE
PROPERTY TAX TO THE INCOME AND CORPORATION LICENSE TAXESs AS
DEDUCTIONS; AMENDING SECTIONS 84~202, 84-301s B84-1502+
84-4906y 85-~T40ks AND 84—T403¢ ReCeMe 19475 AND PROVIDING AN

EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE DF THE STATE OF MONTANA:
Section le Section 84-7403y Rel«Me 1947+ is amended to
read as follows:
884-T7T403. Tax treatment of certain energy—-related
investmentse (1) Upen—aphiiecstion—by-a—toxpayery-anproved
under-section—84T484y—a-capitet—investoent—by—the-—texpayer
rn-e-recoqnized-nonfossii—formof—energy-generation-sheti—be
trestec-by—the—department-of-revenve—ast
foy——property——exenpt—fromtaxetiony-te—the-extent—the
appraised-vatue——of—the-—investment—does——not—exceed-—one
hundred—thousend—dotiars—{$1+06v0068y—or
tby——closs—seven——propertyy——as—defined-—in——seceions
84-38k—and—-84-302v—for—suech-portion—of-the——anproised-—vaide
ef-—the-investment—-that—exceeds-—one—hundred-thousand—deoitars

teraey00ey>

There are no changes in w and due to length will not
be rerun, Please refer to yellfow copy for complete text.
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t2}-—dpon—application-by-—a-—taxpayery—approved——under
seetion——84-1484y——a—copitat—investment—in-a—building—by-the
taxpayer—for-en—energy-conservation—purpose-shati-be-trented
by-the-department—of-revenuve-as—etass——eight——propertyy—as
defimed-——in--sections——84—361—and-84—302v—to—the—extent—the
apprarsed-vatrue—of—the—investment—does——not-—enceed——twenty
pereent——{20%)-—-of-—the-—approised——vatve—of-the—buiiding—in
which—the—investment—+s—mades In addition tg 2all other

If the installatiop or If the installation or
investient js made in ipvestment is made in
a_residential buildings buildi i
as a residence:
48% 100X of first 49% 100% of first
$15000 expepded $2+000 expended
3e% 50% of next 36X 30% of next
$1.000 expended 322000 expended

20% of next $1:000 expended 20% of pext $2,000 expended
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Section 2. Section 84-202s ReCeMe 1947y is amended to
read as follows:

*8&-202. CExemptions from taxation. (1) ta) The
property of the United Statesy the states countiess citiesy
townss school districtse municipal corporationss public
librariess buildings with land they occupy and furnishings
therein owned by a church and used for actual religious
worship and for resjidences of the clergyes together with
adjacent land reasonably necessary for convenient use of
such buildings owned by a churchy such other property as is
used exclusively for agricultural and horticultural
societiess for educational purposess hospitals and places of
burial not used or held for private or corporate profite and
institutions of purely public charityes evidence of debt
secured by mortgages of record upon real or personal
property in the state of Montanas and public art galleries
and public observatories not used or held for private or
corpcrate profity are exempt from taxations but no wmore land

than is necessary for such purpose is exempte
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{b) As used in this subsections the term “"institutions
of purely public charity” shall include organizations owning
and operating facilities for the care of the retired or aged
or chronically i1l which are not operated for gain or
profit; and the terms “public art galleries and public
observataries® shall wmean only such art galleries and
observatories whether of public or private ownerships as are
open to the publics without charge or fee at all reasonable
hourss and are used for the purpose of education only.

{2) Wwen a clubhouse or building erected by or
belonging to any society or organization of honorably
discharged United States scldierss sailors or wmarines who
served in army or navy of United Statess is used exclusively
for educationals fraternaly benevolent or purely public
charitable pusrposess rather tﬁan for gain or profits
together with the library and furniture necessarily used in
any such buildings such property is exempt Ffrom taxations
and all propertys real or personals in the possession of
legal gquardians of incompetent veterans of the Morld War or
minor dependents of such veteranse where such property is
funds or derived from funds received from the United States
as pensions compensationy insurances adjusted compensations
or gratuitys shail be exempt from all taxation as property
of the United States while held by the guardians but not

after title passes to the veteran or minor in his or her own

—fm HB 292
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April 13, 1977

SENATE
STANDING COMMITTEE REPORT
Committee on Taxation

That House Bill No. 292, third reading, be amended as follows:

1. Amend page 21, section 7, line 22.

Following: 1line 22

Insert: "Section 8. Extension of existing classifications. Any classification
of property under the provisions of 84-7403, R.C.M. 1947, that existed prior
to the effective date of this act, approved by the department of revenue before
April 19, 1977, shall continue in effect until December 31, 1982. On January 1,
1983, the taxable percentage of such property shall be determined under Chapter
3, title 84, R.C.M. 1947 or that chapter as it may be recodified or amended.

Renumber: following section



April 14, 1977

SENATE
COMMITTEE OF THE WHOLE

That House Bill No. 292 be amended as follows:

1. Amend page 2, section 1, lines 13 and 14.

Following: "for"
Strike: "constructing or installing a recognized nonfossil form

of energy generation or"

2. Amend page 3, section 1, line 4.
Following: "“FOR"

Insert: "so much of the"

Following: "INVESTMENTS"

Insert: "as are"

3. Amend page 3, section 1, lines 5 and 6.

Following: "FOR"
Strike: "DEVELOPMENT OF RENEWABLE ENERGY SOURCES"
Insert: "energy conservation"

4. Amend page 21, section 7, line 23.

Following: 1line 22

Insert: "Section 8. Coordination with other legislation. If
House Bill 70 is enacted, then in lieu of the amendments to
84-301 enacted by this act, classes fifteen and eighteen in
House Bill 70 shall be further amended by deleting references
to capital investments in recognized nonfossil forms of
energy generation and in a building for an energy conservation

purpose.
Renumber: subsequent section
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HOUSE BILL NO. 292
INTRODUCED BY MELOYs BRADLEYs HUENNEKENSe VINCENT
A BILL FCR AN ACT ENTITLED:z “AN ACT TRANSFERRING THE ENERGY
CONSERVATIOM AND ALTERNATIVE ENERGY TAX INCENTIVES FROM THE
PROPERTY TAX TO THE INCOME AND CORPGRATION LICENSE TAXESe AS
DEDUCTIONS AMENDING SECTIONS 84-202y 84-301s B84—1502»
844906y §4-T40ks AND 84—T403s RelaMa 1947, AND PROVIDING AN

EFFECTIVE DATE.™

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

Section l. Section 84-7403¢ ReCsMs 1947y is amended to
read as follows:

"54~1403« Tax treatment of <certain energ;-reIated
investmentsas (1) Ypon——eppiiestion—by-e-taxpayerv-approved
under-section—84—F404y-n-capitat-investment-by—the——taxpayer
n-a-recoqnized—nonfossit-formof-enerqy-generation-shoatd—-be
trented-by—-the-department-of-revente—-ast

ta¥-—property——exempt——fromtexationy—to—the—extent—the
appreotsed-vatue——of--the-—investment-—does—-not--exceed—one
hundred-thousoand-dodtars—{$166vy0888yy-or

thi-—etess——seven-——propertyr——eas-—defined-—in--sections
d4-30t-and-84—302y—for-suth-portion—of-the——anpraised—veatue
of-—the-investment—that-exceeds—one—hundred-thousand-deotiars

1t$166y000)y
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+2+-—tpon-sppiication-by-—a-—taxpayery--approved-—under
seetéon—-sﬁ—?ﬁaﬁv—-u—eapéte+—+avestment—in—e-bui+dipg—by—the
taxpayer—for-an—energy—conservoation-purpose—shali-be-trented
by-the-department-of-revenue—as——class-—eight-—propertyy—os
defined—in——-sections——84-361—~and-84-302v—to—the-extent—the
appratsed-vatue-of-the—investment——does—-not——exceed——twenty
pereent——{26%)——of—-the——appreoised--voltve-of-the—buitding—in
whieh—the—investment—+s——mades JIn addition to a1l other

1f . 1lati Lf the i 1lati
. . i . . .
id ia) ilding: i1di
49% 100X of first 40% 100% of first
$1.:000 expended $2.000 expended
39% 503 of pext 36% 503 of next
511000 expended $25000 expended
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Section 2. Section 84-202¢+ R.leMe 1947+ is amended to

read as follows:

"84-202« Exemptions from taxatione {1} (a) The
property of the United 5tatess the states countiess citiess
townsy sSchool districtss wmunicipal corporationss public
librariess buildings with land they occupy and Ffurnishings
therein owned by a church and used for actual religious
worship and for residences of +the clergys together with
adjacent 1land reasonably necessary for convenient use of
such buildings owned by a churchs such other property as is
used exclusively for agricultural and horticultural
societiess for educational purposess hospitals and places of
burial not used or held for private or corporate profits and
institutions of purely public charitys evidence of debt
secured by mortgages of record upon real or perscnal
property in the state of Montanae and public art galleries
and public observatgories not wused or held for private or

corporate profite are exempt from taxations but no more land
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than is necessary for such purpose is exempte

{b} As used in this subsectiony the term "institutions
of purely public charity” shall include organizations owning
and operating facilities for the care of the retired or aged
or chronically i1l which are not operated for gain or
profit; and the terms "pubiic art galleries and public
observatories™ shall mean only such art galleries and
observatories whether of public or private ownerships as are
open to the publice without charge or fee at all reasonable
hourse and are used for the purpose of education only.

(2) #hen a clubhouse or building erected by or
belonging to any society or organization of honerably
discharged United States soldierss sailors or warines who
served in army or navy of United Statess is used exclusively
for educationaly fraternaly benevolent or purely public
charitable purposesy rather than for qain or profits
together with the library and furniture necessarily used in
any such buildings such property is exempt from taxationy
and all propertyes real or personale in the possession of
tegal gquardians of incompetent veterans of the Worid Har or
minor dependents of such veteransy where such property is
funds or derived from funds received from the United States
as pensions compensations insurances adjusted compensations
or gratuitys shall be exempt from all! taxation as property

of the United 5tates while held by the quardiany but not
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after title passes to the veteran or minor in his or her own
right on account of removal of leqgal disabilitye

{3) A1l household goods and furnitures including
clockse musical instrumentss Sewing machinress wearing
apparel of rmembers of the family actually used by the owner
for personal and domestic purposess or for furnishing or
equippinag the family residence are exewmpt from taxationes

{4) Freeport merchandise shall be exempt from
taxations freeport merchandise means those stocks of
merchandi se manufactured or produced outside this state
which are in transit through this state and consigned to a
warehouse or other storage facilitys public or privates
within this states for storage in transit prior to ;hipﬂent
to a final destination outside the states and which have
acquired a3 taxable situs within the statee

Stocks of merchandise do not 1lose their status as
freeport merchandise because while in the storage facility
they are assembledsy bounds joineds processeds disassembleds
divideds cute broken in bulks relabeled or repackageda.

Any personsy corporations firme partnerships
associationes or other agroup seeking to qualify its property
for inclusion in this class shall make application to the
state department of revenue in such manner or form as may be
required by the department.

t%) [The follawina aqricultural products are exempt
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from taxation:]

{a} A1l unprocessedy perishable fruits and vegetables
in farm storage and owned by the producer are exempt from
taxatione

(b} AN nonperishable unprocessed aaricultural
products except livestocks held in possession of the
oriqginal producer for less than seven {7) months following
harvestes

{c) Livestocks defined as cattles sheeps horsess or
muless which have not attained the age of nine {9) months as
of the last day of any monthe.

{(6) Moneys and credits are exempt from taxatione

£F——hA—capited-investnent——in—-a-—-recognized-—nonfossi+d
form—of-—energy—generstion-is-exenpt—to-the—extent-provided
under—section—-84—F403w"

Section 3. Section 84-30ls ReCeMa 19479 is amended to
read as follows:

"84-30l. Classification of property for taxations For
the purpose of taxation the taxable property in the state
shall be classified as follows:

Class One« The annual net proceeds of all mines and
mining claimsy except coal minesy after deducting only the
expens2s specified and allowed by section B4-5403; also
where the right to enter upon lands to explore or prospecty

or diq for oils gasy coal or mineral is reserved in land or
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received by mesne conveyance (exclusive of leasehold
interests)sy devise or succession by any person or
corporations the surface title to which has passed to or
remains in anothersy the state department of revenue shall
determine the value of the right to enter upon said tract of
tand for the purpose of diggings explorings or prospecting
for gase o0ily coal or mineralss and the same shall be placed
in this classification for the purpose of taxation.

Class Twoe Al agricultural and other toolss
implements and machinerys gas and other engines and boilersy
threshing machines and outfits used therewithe automobiless
motor trucks and other power—driven carss vehicles of all
kinds except mobile homeses boats and all watercrafty
harnesss saddlery and robes and except as provided in Class
Five {a) of this sections all polesy liness transformerssy
transformer stationse meterss toolss improvementss machinery
and other property used and owned by all personssy firmse
corporationss and other organizations which are engaged in
the business of furnishing telephone communicationse
exclusively to rural areasy or to rural areas and cities and
towns previded that any such city or town has a population
of eight hundred ({B00) persons or less; and provided
furthers that the average circuit miles for each station on
the system is more than one and one-quarter {1 1/4) miless

Class Threes Livestocks poultrys and unprocessed
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products of both; furniture and fixtures used in commercial
activities; the annual! qross proceeds of underground coal
mines; and all office or hotel furniture and fixturess
except improvements included in Class Nine.

Class Foure (a) Al landy town and city lotss with
improvementsy except improvements included in Class Nines
and a1l trailers affixed to land owneds leaseds or under
contract or purchase by the trailer owners manufacturing and
mining machinerys fixtures and suppliess except as otherwise
provided by the constitution of Montanas and except as such
property may be included in Class Fivey Class Seven or (lass
fighta.

{b) Mobile homes without regard to the ownership of
the land upon which they are situateds except those held by
a distributor or dealer of mobile homes as part of his stock
in trades and except as such property may be included in
Class Eighte

Class Fivee (a) Al poless linesy transformersey
transformer stationss meterss toolss improvementss machinery
and other property used and owned by co—operative rural
electrical and co-operative rural telephone associations
organized under the laws of Montana except those within the
incorporated limits of a city or town in which Jless than
ninety—five per cent [95%) of the electric consumers and/or

telephone users are served by a co—operative orqanizations
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and as to the property enumerated in this sub-section (a)
within incorporated limits of a city or town in which 1less
than ninety-five per cent {95%)} of the electric consumers or
users will be served by a co-operative organizations such
property sh&all be put in Class Twoe

(b) Al unprocessed aqricultural products either on
the farm or in storages irrespective of whether said
products are owned by the elevators warehouse or flour mill
owner or company storing the samee or any other person
whomsoevers except all perishable fruits and wvegetables in
farm storage and owned by the producery and excepting
livestock and poultry and the unprocessed products of bothe

{c) The dwelling housey and the lot on uh{ch it is
erecteds owned and occupied by any resident of the states
who has been honorably discharged from active service in any
branch of the armed forcesy who is rated one hundred per
cent [l00%) disabled due to a service-connected disability
by the United States veterans administration or its
SUCCEeSSOrse

In the event of the veteran's deathe the dwelling
houses and the 1ot on which it is erectedy so long as the
surviving spouse remains unmarried and the owner and
occupant of the propertys shall remain within this
ctassificatione

(tass Sixe Property formerlty included in this class is

-9- Hi 292
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now classified by section 84-308s ReCeMe 1947

Class Sevene {a) A1l new industrial propertys New
industrial property shall mean any new industrial plants
including lands buildinqgssy machinery and fixtures whiche in
the determination of the state department of revenues is
used by a new industry during the first three (3) vyears of
operation not bhaving been assessed prior to July 1y 1961y
within the state of Montana. New industry shall mean any
persony corporationy firme partnerships associationes or
other group which establishes a new plant or plants in this
state for the operation of a new industrial endeavors as
distinguished from a mere expansions reorganizations or
merger of an existing industry or industriese Provideds
howevers that new industrial property shall be 1limited to
industries that manufactures mille mines producey process or
fabricate materialss or do simitar work in which capital and
labor are employed and in which materials unserviceable in
their natural state are extracteds processed or made fit for
use or are substantially altered or treated so as to create
commercial products or materials; industries that engage in
the mechanical or chemical transformation of materials or
substances into new products in the manner defined as
manufacturing in the 1972 Standard Industrial Classification
Manuals prepared by the United States office of manacement

and budget: and in no event shal!l the term new industrial
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property be included to mean property wused by retail or
wholesale merchantss commercial services of any typey
agricultures trades or professionse New industrial oproperty
does not include a plant which will create an adverse impact
on existing statey countys or municipal servitess The
department shall promulgate requlations for the
determination of what constitutes an adverse impact taking
into consideration the number of people to be employed and
the size of the community in which the location is
contemplatede Once the department has made an initial
determination that the industrial facility qualifies as new
industrial propertys the department shall then upon proper
notice hold a hearing to determine if the new industrial
classification should be retained by the propertye The
local taxing authority wmay appear at the hearings and it
also may waive its objection to retention of this
classification if the industry aarees to the prepayment of
taxes sufficient to satisfy tax requirements created by the
location and construction of the facility dur ing
construction period.

In the event of a prepayment of taxesy the maximum
amount or prepayment shall be the amount without the
application of the Class T (a) to such property.

If a major new idndustrial facility qualifies under

Class T (a) the reduction of its yearly payment of property
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taxes for reimbursement of its prepaid taxes as provided for
in section 84-41-105¢ ReCeM. 1947y shall not begin until the
Class T qualification expiress And provided furthers that
new industrial property shall not be included to mean
property which is used or employed in any industrial plant
which has been in operation in this state for three (3)
years or lonaer. Any persons corporations firms partnershipe
association or other group seeking to qualify its property
for inclusion in this class shall make application to the
state department of revenue in such manner and form as wmay
be required by said department.

{b) Business inventories. Business inventories shal?l
include goods intended for sale or lease in the ordinary
course of businesss and shall include raw materials and work
in progress with respect to such goodss but shall not
include qoods actually leased or rented on the lien datey or
mobile homes held by a dealer or distributor as a part of
his stock in trades

{c) Air pollution control egquipment as defined in
section 69-3923.

tdy——Ak-copital-investment-—in—a—recognized-——nonfoss+d
form—ef——energy—generstiony-—to——the—extent~provided—under
section—04-F483w

Class Eights ta%+ Any improvement on real propertys

trailers affixed to land or mobile home belonging to any
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person who qualifies under any one or wmore of the
hereinafter set forth categoriess with appurtenant land not
exceeding five {5) acress which together have a market value
of not more Zhan twenty-seven thousand five hundred deollars
($27+500}y which dwelling is owned or under a contract for
deedy and which is actually occupied for at least ten ({10}
months per year as the primary residential dwelling of:

(1} a widow sixty-two (62} vyears of age or older,
whether with or without minor dependent childrens who
qualifies under the income limitations of (4)» oOr

{2) a widower sixty-two (62} years of age or olders
whether with or without minor dependent childrens who
qualifies under the income limitations of (4)+ or

{3) a widow or widower with minor or dependent
children regardless of aqes who qualifies under the income
limitations of (4)s oOr

{4} a recipient or recipients of retirement or
disability benefits whose income from all sources is not
more than six thousand dollars {$6,000) for a single person
and six thousand eight hundred dollars ($6+800) fFfor a
married couple total per annum whether said dwelling is
occupied by 3 single person or a married couples Provideds
furthers that one who applies for classification of property
under this class must make an affidavit to the state

department of revenue on a form as may be provided by the
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state. department of revenue supplied without cost to the
applicanty 3s to his incomes if applicabley as. to his
retirement benefitsy if applicabléq ore as to his marital
statusy if applicables and to the fact that he or she
actually occupies or maintains as his or her primary
residential dwellings such land and improvements with right
of the county welfare board to investigate the applicantes on
the completion of the forms as to answers given on the forw.
Provideds furthers the assessed value of said property shall
not be increased during the 1life of the recipient of
retirement benefits or widow or widower covered under this
classy unless the owner—resident makes a substantial
improvement in the dwelling. For the purposes of the
affidavit required for classification of property under this
classy it shall be sufficient iif the applicant signs a
statement swearing to or affirming the correctness of the
information supplieds whether or not the statement is signed
before a person authorized to administer oathss and mails
the application and statement to the department of revenue.
This signed statement shall be treated as a statement under
ocath or equivalent affirmation for purposes of section
94-7-203¢+ ReleMe 1947y relating to the criminal offense of
false swearinge
fby——Ak-ecapttat—investment—in-a-—buridingfor—an——enerqy

econservation——purposey——to-the—extent-provided-under—section
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B4—F4683v

Llass Nine. The incremental increase in the value of
real estate attributable to repairings maintaining or
improving existing improvementsa.

Class Tens The annual gross proceeds of coal wmines
using the strip mining method.

Class Elevena Centrally assessed utility allocations
after deductions of locally assessed properties and except
as provided in Class Two for rural telephones and Class Five
{a) for cooperativesy and all other property not included in
the ten (l0) preceding classes.™

Section 4. Section 8415024 ReCeMa 1947+ is amended to
read as follows:

»§4-1502. Deductions allowed in computing income. In
computing the net income the following deductions shall be
altowed from the gross income received by such corporation
within the year from all sources:

l« A)) the ordinary and necessary expenses paid or
incurred during the taxable year in the maintenance and
operation of its business and propertiesy including
reasonable allowance for salaries for personal services
actually rendereds subject to the limitation -hereinafter
containeds 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
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titley or in which it has no equitys. No deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the states salaries of officers paid in
connection with securing such income shall be deductibles

2« (A} AVl losses actually sustained and charged off
within the vyear and not compensated by insurance or
otherwisey including a reasonable allowance for the wear and
tear and obsolescence of property used in the trade or
businesss _such allowance to be determined according to the
provisions of section 167 of the internal revenue code in
effect with respect to the taxable year. A1l elections for
depreciation shall be the same as the elections made for
federal income tax purposese No deduction shall be allowed
for any amount paid out for any buildingss nermanent
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 makina good
the exhaustion thereof for which an allowance is or has been
nadee.

{B) (a} There shall be allowed as a deduction for the
taxable period 2 net operating loss deduction determined
according to the provisions of this subsection. The net

operating 1loss deduction is the aggregate of net operating
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loss carryovers to such taxable period plus the net
operating loss carrybacks to such taxable periode. The term
"net operating loss™ means the excess of the deductions
allowed by this sections B4-1502s over the gross incomes
with the modifications specified in paragraph (b) of this
subsectione If for any taxable period beginnina after
December 31y 1970y 3 net operating loss is sustaineds such
loss shall be a net operating loss carryback to each of the
three {3) taxable periods preceding the taxable period of
such loss and shalil be a net operating 1oss carryover to
each of the five (5) taxable periods following the taxable
period of such losse The portion of such loss which shall be
carried to each of the other taxable years shall be the
excessy if anyes 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 carrieds For purposes of the preceding
sentences the net income for such prior taxable period shall
be computed with the modifications specified in paraaraph
{b) (ii) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operatina loss for the loss period or any taxable period
thereafters and the net income so computed shall not be
considered to be less than zeroe

{pv) The modifications referred to in paragraoh (a) of

this subsection shall be as follows:
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(i} No net operating loss deduction shall be allowed.

{ii) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
methoda.

{c) A net operating 1loss deduction shall be allowed
only with regard to tosses attributable to the business
carried on within the state of Montana.

(d} In the case of a merger of corporationss, the
surviving corporation shall not be alltowed 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 corporationsy the new
corporate entity shall not be allowed a deduction for net
operating losses sustained by the consolidated corporations
prior to the date of consolidatione.

{e) Notwithstanding the provisions of section
84-1506e1(C)y ReCeMe 1947+ interest shall not be paid with
respect to a refund of tax resulting from a net operating
loss carryback or carryovere

(f) The net operatina 1loss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 31y 1970+ but shall be allowed only with
respect to taxable periods beginning on or after January 1l»
1971

3« In the case of miness other natural depositse 0il

-18-—- HB 292



v op

-]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HE 0292704

and qas wellsy and timbers a reasonable allowance - for
depletion and for depreciation of improvementss such
reasonable allowance to be determined according to the
provisions of the internal revenue code in effect for the
taxable yeare. A1l 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.

4e 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 né interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchases maintenance or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this acte

5« Interest income from cobligations of the state of
Montanas or any political subdivision or municipality of the
state of Montanae. )

6e Taxes paid within the year except the following:

(a) Taxes iﬁposed by this acte.

{by Taxes assessed aqainst 1local benefits of a kind
tending to increase the value of the property assesseds

{c) Taxes on or according to or measured by net income

or profits imposed by authority of the government of the
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United Stateses

(d} TYaxes imposed by any other state or country upon
or measured by net income or profitse

{Z) That portion of an epergy-related investment
allowed as a deduction under §4-7403.

Taxes deductible under this act shall be construed to
include taxes imposed by any countys school district or
municipality of this state.”

Section 5 Section B4-4906y R.CaMa 1947y is amended to
read as follows:

%84-4906. Deductions allowed in computing net incomee.
In computinag net incomes there shall be allowed as
deductions:

{(a) The items referred to in sections 161 and 211 of
the Internal Revenue Code of 1954 or as sections 161 and
211 shall be tlabeled or amendeds except that state income
tax paid shall not be deductible and also subject to the
exceptions provided in section B84-490%s relating to items
not deductibles

{b) Federal income tax paid within the taxable year.
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m»g4-7401le Statement of purpose. The purpose of this
act is to encourage the use of alternative energy sources
and the conservation of energy through incentive programs.
Such incentives are to be made available to the energy user
on a basis which requires him to take the initiative in
obtaining a particular incentives Fhis-ect-is—not—intended
to-require—an—--assessor——to——revalue-—property-—except——upon
receipt——of-—s-property—documented-ond—epproved—spplications
This act allows but does not require a public utility to
extend credit for enerqy conservation investments.®

SECTION Ba COORDINATION WITH OTHER LEGISLATION. IF
HOUSE BILL 70 15 ENACTED. YHEN IN {IEU OF THE AMENOMENTS 1O
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SHALL DBE DETERMINED UNRER CHAPTER 3 TITLE Béy ReCaMe 1947
Of_ THAT CHAPTER AS IT MAY BE RECODIFIED DR AMENDED.

Section 10. Effective date. This act applies to all
taxable years beginning after December 31y 97F 1976.

~End-
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