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IIITRODUCED BY 

tit:- BilL HC. ~ ~ 
~~~.,...e .... cc 4~ . 'llf 

A BILL FOR A~ ACT ENTITLED: "AI ACT TBljSfERRING !HE INEHGI 

CONSERVATION AND ALTE6BlTIVB EH!BGI TAl IHCEHTIVES FRO~ tHE 

PROPERTY TAX ~0 THE IMCO~E AND CORPOB11IOJ LICENSE TAlES, AS 

DEDUCTIONS; l!EJDING SECTIOHS 84-202, 84-301, 84-15C2, 

84-4906, AIID 84-7403, B.c.~. 19q7, liD IR01ItiiG AN 

EFfECTIVE DATE." 

BE IT EIACTEI BY TBB LEGISLATURE OF THE 511TE Cf ftOHTlll: 

Section 1. Section 84-11103, R.C.II. 19111, is aaended to 

read as fellows: 

"84-7403, Tax treataent of certain energy-related 

in'festaents. (1) Upea ii!ll'lieatiaa l>y a .... , .. ,. ... ;,pf£9'US 

aaae£ eeet;iea i'l ~q~•1, ill eapital ia•eetaea~ ~;iy tloe-+6~ 

treatea l>¥ tee ae~aeat; ef £848~ 

~ prepe£\J e•e•pt fEel ta1atieaw te ~~e~~ 

apf£aisea •alae ef the i&•eetaeat aees &et eaeeei e~ 

heaarea theasaai ie~la£& ($1QQ 1 Q~~, e£ 

~-a-H--i~ ~g~, ~ sues J1&£tiea et t;loe app£aiee& •al11e 

et the ia•eetaeet t;hat eaeee&s eae loY&a£e9 theasaeol -4~ 

~4~t-r 
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(2) Qpee applieatie& ~;iy a taapayer, app£evei eaie£ 

ee&t-iee 8'1 7'1Q'I 1 a ea~ iaveetaea<\ ill a laailiia~- liJ the 

iefiaeil ia eeetieas 8 11 ~~1 all& 811 ~g•, te tloe e1tea~ 

appraise& •al11e ef tloe iavestaeat iees aet eaeeea twea~ 

ef the loeiliia~ ia 

~ tee iaveetaeat is aa~e. jA~di!!2D_!Q_all oth~ 

deductions fro• adjusted gross indiYjdual iacoae ~112!~!B 

£2•euting tazable incoae under Title 811. £hapter_49~-2~~ 

gioss corporate incoae allowed ia coapatigg net incC~!-YDd!~ 

Title 84, chapter 15, a taxparer aar deduct a porticy_~i§ 

expendjtu~e tor constructing or installing a_~!£2gnized 

nogfossil fora of enerqr gene1ation or ~-~~tal inyestaen! 

in a buildiB!L-f2L-~-~4;irqy conser'fation -EY!£2~!» 

accotdancs vith the following scbedule: 

If tbe installaticn or I..LJ;he instal,!~tiS.!L~ 

in~estaent i§_~~in iDYe§.!.!!J!.Li~d€_i!! 

~-resid!D!ial building; ~ bui!£iB3-D2!-Y§iQ 

~__1;!§idence: 

40! of first ~_!Jpended 40! of fii§!_llLQQQ_flEeDd!£ 

30J of_~!!!-!1,000 ex~£!4 30!_of_~-~OOQ ezpendeg 

201 of_B&!i-!J~QQQ_!JEended 101_21-n!!i-!~QQQ_!!~!!£~9 

1Q!_Qf_g~xt_!l~Q~xpended 10~ o!_~~~!_llLQQ~_i!£~£~9 

This t~!_!~~~ta!~l-i§-2Y!d~£!_1~£IQ!~1-cf_t~~--~~£~~!~~! 

-~- //6~9-b 
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of an apEl~c~!!2ll_~Yided in 84-7404~" 

Section 2. Section 84-202, B.C.!, 1947, is a•ended to 

read as follows: 

•a~202. E~e•ptions fro• taxation. (1) (a} The 

property of the United States, the state, counties, cities, 

towns, school districts, •unicipal corporations, public 

libraries, buildings with land they occupy and furnishings 

therein owned by a church and used for actual religious 

worship and for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use cf 

such buildings owned by a church, such ether froperty as is 

used e~clusively for agricultural and horticultural 

societies, for educational purposes, hosFitals and places of 

bnrial not used or held for private or corporate profit, and 

institutions of purely public charity, evidence of debt 

secured by •ortgages of record upon real or personal 

property in the state of !ontana, and public art 9alleries 

and public observatories net used or held for private or 

corporate profit, are exe•pt frc• taxation, but no •ere land 

than is necessary for such purpose is eze•pt. 

(t} As used in this subsection, the ter• •institutions 

of purely FUblic charity• shall includE cr9anizatic~s cwning 

and operating facilities for the care of the retiree or aged 

or chronically ill which are net operated for gain cr 

Frofit; and the ter•s "public art gallerie: and fUblic 
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observatories• shall •ean only such art galleries and 

observatories whether of public or private ovnersbif, as are 

open to the public, without charge cr fee at all reasonable 

hours, and are used for the rurrose of edacaticn only, 

1~1 When a clubhouse or building erected by or 

belonging to any society or organization of honcrably 

discharged Dnited states soldiers, sailers or aarines wbc 

served in ar•y or navy of Dnited States, is used exclusively 

for educational, fraternal, benevolent or fUrely public 

charitable purposes, rather than for gain or rrotit, 

together with the librarr and furniture necessarily used in 

any such building, such froperty is exe•pt fro• ta~ation, 

and all property, real or personal, in the fOSsession of 

legal guardians of inco•petent veterans of the Wcrld War or 

•inor dependents of such veterans, where such prorerty is 

funds or derived fro• funds received froa the Dnited States 

as pension, co•pensation, insurance, adjusted co•pensation, 

or gratuity, shall be eze•pt froa all taxation as rroperty 

of the Dnited States while held by the guardian, but net 

after title rasses to the veteraa or •incr in his or her own 

right on account of re•oval of legal disatility. 

(3) All household goods and furniture, including 

clocks, ausical instru•ents, sewing aachines, wearing 

apparel cf ae•bers of the fa•ily actually used by the owner 

for personal and do•estic purroses, or for furnishing or 

-4-
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equipping the family residence are exeapt fro• taxation. 

IIi) F1:eeport aerchandise shall be e:te•pt from 

taxation. Free~ort •erchandise aeans those stocks of 

merchandise aanufactured or frcduced outside this state 

which are in transit through this state and consigned to a 

warehouse or other storage facility, public cr frivate, 

within this state, for storage in transit prior to ship•ent 

to a final destination outside the state, and which have 

acquired a taxable situs within the state. 

Stocks of •erchandise do not lose their status as 

freeport •erchandise because while in the storage facilitj 

they are asse•bled, bound, joined, processed, disasse•tled. 

divided, cut, broken in bulk, relabeled or repackaged. 

Any person, corporation, fira, Fartnership, 

association, or other grouF seeking to qualify its FtopertJ 

for inclusion in this class shall make application to the 

state department of revenue in such manner or fora as •ay te 

required by the departaent. 

(5) (The following agricultural prcducts are exempt 

fro• taxation:] 

(a) All unprocessed, perishable fruits and vegetatles 

in farm storage and owned c~ the producer are exe•Ft fro• 

ta~ation. 

(b) All nonperishable unprocessed agricultural 

rroducts except livestock, held in pc~sessicn of the 

LC Cli64t01 

original producer for less than seven (1) aonths following 

2 ba rves t. 

~ (c) Livestock, defin•d as cattle, sheep, hcrses, cr 

II •ules, which have not attained the age of nine (9) aonths as 

5 of the last day ot any aontb. 

6 (6) ~oneys and credits are exe•pt fro• ta:taticn. 

7 ~ 

6 .lli....r.._-------......._"" .... ""'-""-""''D"-~.II"'o~~ .. _.;.~ _.;_~ _,_......_ __ ~ t;e '"e •utee+--~e.Q 

9 OHMI--o;aeH&II- i 11 1 'I Q l,." 

10 Sect ion 3. section 84-301, B.c.!!. 1947, is a• ended to 

11 read as fellows: 

12 RBII-301. Classification of frCperty for taxation. For 

13 the pnrpcse of taxation the ta:table ~roperty in the state 

111 shall be classified as fcllo~s: 

15 Class One. The annual net proceeds of all aines and 

16 aining clai•s, except coal •ines, after deducting coly the 

11 e:tp~nses specified and allowed by secticn 811-5403; alsc 

16 ~here the 1:ight to enter upc£ land, to exflcre ci fiOspect. 

19 or dig for oil, gas, coal or aineral is reserwed in land or 

20 received by aesne conveyance (exclusive of leasehold 

21 interests), devise or succession ty any perscn cr 

22 corporation, the surface title to which has Fassed to or 

23 reaains in ancther, the state depart•ent cf rewenue shall 

211 deteraine the value ot the right tc enter upon said tract of 

25 land for the purpose of digging, exflcring, or frcspecting 

-6-



2 

3 

IJ 

5 

6 

7 

8 

9 

10 

11 

12 

13 

111 

15 

16 

17 

16 

19 

20 

21 

22 

23 

24 

25 

LC C464;CT 

for gas, oil, coal or •ineral~, and the sa•e shall ce flaced 

in thi~ classification tor the purpose of ta~ation. 

Class Two. All agricultural and other tools.., 

i•ple•ents and •achinery, gas and otaer engines and boilers, 

threshing •achines and outfits used therewith, auto•otiles, 

•otor trucks and other power-driven cars, vehicles cf all 

kinds except motile bo•es, boats and all watercraft, 

harness, saddlery and robes and except as provided in Class 

Five {a} of this section, a 11 fcles, lines. transfor•ers, 

transfor•er stations, •eters, tools, i•prove•ents, •acbinery 

and other property used and owned by all persons, fir•s, 

corforations, and other organizations •hich are engaged in 

the business of furnishing telephone cca•unicaticns, 

exclusively to rural areas, or to rural areas and cities and 

towns provided that any such city or town has a pcfulaticn 

of eight hundred (800) persons or less; and frovicled 

further, that the average circuit •iles for each station on 

the syste• is •ere than one and one-guarter {1 1j4) •iles. 

Class 1hree. Livestock, ponltry, and UDfrocessed 

products of both; furniture and fixtures used in cc••ercial 

activities; the annual gross froceeds of underground coal 

aines; and all office or hotel furriture and fixtures, 

except i•provements included in Class Nine. 

Class Pour. (a) All land, tcvn and city lotE, with 

i•provements, except i•rrcve•ents included in Class Nine, 
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and all trailers affixed to land ownea, leased, cr under 

contract cr purchase by the trailer cvner, •anufacturicg acd 

aining •achinery, fi~tures and SUFflies, except as ctbervise 

providPd by the constitution of ~ontana, and except as such 

rroperty •ay he included in Class Five, Class Seven or Class 

Eight. 

(b) Mobile bcmes vithcut regard to the cvnersbip cf 

the land upon which they are situated, except these held by 

a distributor or clealer of •obile bo•es as part ot his stock 

in trade, and exceft as such froperty •ay be included in 

Class Eight. 

Class Five. {a) J.ll poles, lines, transfcr•ers, 

transfor•er stations, •eters, tools, i•prcve•ents, •achinery 

and other property used and ovnea by co-operative rural 

electrical and co-operative rural telephone associations 

organized under the laws of ~cntaoa except those within the 

incorforated limits of a city or town in which less than 

ninety-five per cent (gS~) of the electric con~u•ers and;or 

telephone users are served by a co-operative orgarizaticn, 

and as to the proferty enu•erated in this sub-section {a) 

within incorporated li•its cf a city cr town in which less 

than ninety-five per cent {95J) of the electric consu•ers or 

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

·property shall be put in Class Tvo. 

(t) All unprocessed agricultural products either on 

-8-
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the fara or in storage, irrespective of whether said 

products are owned by the elevator, warehouse or flour •ill 

owner cr co•pany storing the sa•e, or any ether perscn 

wno•scever, e%cept all perishable fruits and vegetatles in 

far• storage and owned by the producer, and e%cepting 

livestocx and poultry and the unprocessed products of toth. 

(c) The dwelling boose, and tbe lot on which it is 

erected, owned and occupied ly any resident of the state, 

who has been honorably discharged fro• active service in any 

branch of tbe ar•ed forces, who is rated one hundred per 

cent {100!) disabled due to a service-connected disability 

by the United States veterans ad•inistration or its 

successors. 

In the event of the veteran's death, the dwelling 

house, and the lot on which it is erected, so long as the 

surviving spouse re•ains un•arried and the owner and 

occupant of the property, shall 

classification. 

re•ain within this 

Class Si%. Property fcraerly included in this class is 

new classified by section 84-306, B.c.~. 1947. 

Class Seven. {a) &11 ne• industrial property. Hew 

industrial property shall •ean any new industrial plant, 

including land, buildings, aachinery and fi%tures •hich, in 

the determination of the state departKent of re~enue, is 

used by a new industry during the first three (3) years of 
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operation not having been assessed prior to July 1, 1961, 

within the state of ~ontana. New industry shall •ean any 

person, corporation, fira, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished fro• a •ere ezpansion, reorganization, or 

aerqer of an ezisting industry or industries. Frovided, 

however, that ne• industrial property sball be li•ited to 

industries that manufacture, •ill, •ine, produce, process or 

fabricate aaterials, or do si•ilar work in which capital and 

labor are e•ployed and in which aaterials unserviceable in 

their natural state are e%tracted, processed or •ade fit for 

use or are substantially altered or treated so as to create 

co••ercial products or •aterials; industries that engage in 

the •echanical cr cbe•ical transfor•ation of •aterials or 

substances into new products in the •anner defined as 

aanufacturinq in the 1972 Standard Industrial Classification 

~annal, prepared by tbe Onited States office of •anagement 

and budget; and in no event shall the ter• new industrial 

property be included to •ean property used by retail or 

vbclesale merchants, cc••ercial services of any type, 

agriculture, trades or professions. New industrial frcperty 

does not include a plant which will create au adverse i•ract 

on e%isting state, county, or •unicipal services. ThE 

derart~eot snall pro•ulgate regulatiolls for the 

-1C-
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deter•ination of what constitutes an adverse i•pact taking 

into consideration the nu•ber of peofle to be e•ployed and 

the size of the co••unity in which the location iE 

conte•plated. once the depart•ent bas •ade an initial 

deter•ination that the iadustrial facility gaalifies as new 

industrial property, the de~art•ent shall then upon proper 

notice hold a hearing to deter•ine if the new industrial 

classification should be retained by the F£OFerty. The 

local taxing authority •ay appear at the hearing, and it 

also •ay 11aiYe its objection to retention of this 

classification if the industry agrees tc the prepay•ent of 

taxes sufficient to satisfy tax reguire•ents created by the 

location and construction of the facility during 

construction period. 

Ill the eYent of a prepay•e11t of tazes, the •azi•u• 

a•ount or prepayaent shall be the a•ount without the 

application of the Class 7 {a) to snch property. 

If a •ajor nell industrial facility qualifies under 

Class 7 (a) the reduction of its yearly pay•ent of ~rcperty 

taxes for rei•burse•ent of its prepaid taxes as pro~ided for 

in section 84-111-105, B.C.!!. 19q7, shall not begin until the 

Class 7 qualification expires. And frcvided further, that 

new industrial property shall net be included to •ean 

property which is used or eaployed in any industrial flant 

which has been in operation in this state for three (3) 

-11-
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years or longer. lDJ person, corporation, fir•, fartnership, 

association or cthex group seeking to qualify its property 

for inclusion in this class shall Bake afplication tc the 

state depart•ent of reYenue in such •anner and fer• as Bay 

be required by said depart•ent. 

(b) Easiness inYentories. Business inventories shall 

include goods intended for sale or lease in the ordinary 

course of business, and shall include raw •aterials and work 

in progress with respect to such goods, but shall not 

include goods actually leased or re11ted 011 the lien date, or 

•obile ho•es held by a dealer or distributor as a fart of 

his stock in trade. 

(c) lir polluticn centro! eguip•ent as defined in 

section 69-3923. 

~r--A sapital iaYsst•e•t ia a Eeeataiaea ~aatsseil 

teE• st eae£~Y teaaEatiea, ta ~•e e•teat pEeviaea Yale£ 

sestiea i~ 7q'~• 

Class Eight. ~ loy iaprove•ent on real froperty, 

trailers affixed to land or mobile ho•e belonging tc any 

person who qualifies under any cne or •ore of the 

hereinafter set forth categories, with appurtenant land not 

ezceeding five (5) acres, whicb together have a •arket value 

of not more than twenty-seven thousand five hundred dollars 

· ($27,5CO), which d~elling is cwned or under a contract for 

deed, and which is actually occupied tor at least ten (10) 

-12-
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aonths per year as the priaary residential dwelling of: 

(1) a vidov sixty-tva (62) years cf age cr elder, 

whether vith or without ainor dependent children, whc 

qualifies under the incoae liaitaticns cf (!I), or 

(2) 

whether 

a widower sixty-twc (62) years of age or elder, 

vith or without ainor dependent children, vho 

qualifies under the inco•e liaitaticns of (!I), or 

(3) a vidow or vidover vith ainor or dependent 

children regardless of age, vbo qualifies under tbe incoae 

li•i ta tions of {II) , or 

(4) a 

disability 

recipient or 

benefit:: whose 

recipients cf retire•ent or 

inco•e fro• all sources is not 

acre than six thousand dollars ($6,000) for a single person 

and six thousand eigbt hundred dollars ($6,800) for a 

aarried conple total per anna• wbetber said dwelling is 

occupied by a single person or a •arried courle. Provided, 

further, that one vbo applies for classification cf rrcrerty 

under this class aust aake an affidavit to the state 

department of revenue on a fora as aay be rrcvided by tbe 

state department of revenue suprlied •ithout cost to the 

aprlicant, as to his incoae, if applicable, as to bis 

retire•ent benefits, if apFlicatle, or, as to his aarital 

status, if applicable, and to the fact that be or she 

actually occupies or •aintains as his or her ~riaary 

residential dwelling, such land and itprcveaents ~itb right 

-13-
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of the county ~elfare board to investigate the applicant, en 

the coapletion of the fora, as to answers given on the fora. 

Provided, farther, the assessed value of said fropexty shall 

not be increased during the life of the recipient of 

retireaent benefits or ~ida~ or widower covered under this 

class, unless tbe owner-resident aakes a substantial 

iaprovement in the dwelling. For the purpose~ of the 

affidavit required for classification of property under this 

class, it shall be sufficient if tbe applicant signs a 

state•ent s~earing to or affiraing the correctness of the 

inforaation supplied, whether or not the state•ent is signed 

before a person authorized to ad•inister oaths, and aails 

the application and ~tateaent to the departaent of revenue. 

~his signed stateaent shall be treated as a stateaent under 

oath or equivalent ~ffiraation for purposes of section 

94-1-203, R.c.e. 19q7, relating to the criaiual offense of 

false swearing. 

~~ A eapital iayest•eat ia a h~ilaia~ feE a•~~ 

88BB8£YatisB pY£p9E8 1 te tae @R,eBt pr&Yi~e& RBQe£ S~ 

Class !line. the increaental increase in tbe value of 

r<'al estate attributable tc repairing, aaintaining or 

iaprcving existing iaproveaents. 

Class Ten. The annual gross proceeds cf coal aine:: 

using the strip mining aethod. 

-14-
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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 telephones and Class Pi ve 

{a) for cooperatives, and all other property not included in 

the ten {10) preceding classes.• 

Section 4. Section 84-1502_, B.C.!!. 1947, is aaended to 

read as follows: 

•811-1502. Deductions allowed in coaputing incoae. In 

co•puting the net inco•e the following deductions shall be 

allowed fro• the gross inco•e received by such corporation 

within the year fro• all sources: 

1. All the ordinary and necessary expenses paid or 

incurred during the taxable year in the •aintenance and 

operation of its business and properties, includiug 

reasonable allowance for salaries for personal services 

actually rendered, subject to the li•itation hereinafter 

contained, rentals or other: pay•ents required to be •ade as 

a condition to the continued use or possession of property 

to vhicb the corporation has not taken cr is not taking 

title, or in vhich it has no equity. Ro deduction shall be 

allowed for salaries paid upon which tbe recipient thereof 

has not paid !lantana state inco•e taz; provided, however, 

that where domestic corporations are tazed on incoae derived 

frc• without the state, salaries of officers Faid in 

connection vitb securing such ioco•e shall be deductitle. 
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2. (l) All losses actually sustained and charged cff 

within the year and net coapensated by insurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of frcpertJ used in the trade or 

business, such allowance to be deter•ined according to the 

provisions of section 167 of the internal revenue cede in 

effect with respect to the taxable Jear. lll elections for 

depreciation shall be the saae as the elections •ade for 

federal ioco•e taz purposes. Mo deduction saall be allowed 

for anJ a•ount paid out for any buildings, fer•anent 

i•prove•ents or better:•ents aade to increase the value of 

any property or estate and no deducticn shall be •ade for: 

anJ aaount of expense of restoring property or •aking qcod 

the exhaustion thereof for vbich an allowance is or bas teen 

aade. 

{B) (a) There shall be allowed as a deduction tor the 

taxable period a net operating loss deduction deter•ined 

according tc the provisions of this subsection. The net 

operating loss deduction is the aggregate cf net Oferatiog 

loss carryovers to such taxable period flus the net 

operating loss carrybacks to such taxable period. ~be ter• 

•net operating loss• •eans the ezcess of the dedocticns 

allowed by this section, eq-1502, over: the gross ioco•e, 

·with the •odifications specified in paraqra~b {t) cf this 

subsection. If for any ta~atle period beginnir.g after 
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Deceaber 31, 1970, a net operating less is sustained, such 

less shall be a net operating less ca~ryback to each of the 

three (3) taxable periods preceding the taxable rericd cf 

such loss and shall be a net operating loss carrycve~ to 

each of the five (5) taxable periods following the taxatle 

period of such loss. The po~ticn of such loss ~hich shall be 

carried to each of the othe~ taxable years shall be the 

excess, if any, of the aaonnt cf such less over the sua of 

the net inco•e for each of the prior taxable periods tc 

which such loss vas carried. Por purposes of the freceding 

sentence, the net inco•e for such prior taxable period shall 

be coaputed vith the •odifications specified in raragraph 

{b) (ii) of this subsection and by deteraining the aaount of 

the net operating loss deduction without regard to the net 

operating loss for the loss period or any taxable period 

thereafte~, and the net incoae so coaputed shall not be 

considered tc be less than zero. 

(b) The •oditicaticns referred to in paragraph (a) of 

this subsection shall te as follows: 

{i) so net operating less deduction shall be allowed. 

{ii) 1be deduction for depletion shall not exceed the 

aaount vhich would be allcvable if ccaputed under the ccst 

aetbod. 

{c) ~ net operating loss deducticn shall be allowed 

cnly ~ith regard to losses attributable to the business 
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carried en within the state of !ontana. 

(d) In the case of a •erger of corporations, the 

surviving corporation shall net be allowed a net operating 

loss deduction for net operating losses sustained by the 

aerged corporations p£icr to the date of aerger. 

In the case of a consolidation of corporations, the nev 

corporate entity shall not be allowed a deduction fer net 

operating losses sustained by tbe consolidated 

prior to the date of consolidatiou. 

{e) Hotwithstanding the provisions 

ccrF')rations 

8._1508.1 (c), R.c.a. 19q7, interest shall not be 

of section 

paid >~itb 

respect to a refund of tax resulting fro• a net operating 

less carryback or carryover. 

(f) The net operating loss deduction shall net be 

allowed with respect to taxable periods w~ich ended en or 

before Deceaber 31, 1910, but shall be allowed ouly vitb 

respect to tazable periods beginni~g en cr after January 1, 

1971. 

3. In tbe case of •ines, ctber nataral defosits, cil 

and gas 

depletion 

reasonable 

.. ells, and 

and for 

allowance 

tiaber, a reasonable allowance for 

depreciation of iaproveaents, 

to be deter•ined according 

such 

prc~isicns of the internal revenue code in effect 

to tbe 

for the 

ta~able year. All elections ~ade under tte internal revenue 

code vitb res 0ect to capitalizing or eipensing exflcratioo 
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and de~elopaent costs and intangible drilling ezpenses for 

corporation license taz purposes shall be the sa•e as the 

elections aade for federal incoae taz fUrJcses. 

4. The a•ount of interest paid ~itbin the year en its 

indebtedness incurred in the operation of the ·business fro• 

which its incoae is deriYed;. but no interest shall be 

alloved as a deduction if paid on an indebtedness created 

fer the Jurchase, aaintenance or iaproweaent cf property or 

for the conduct of business unless the inco•e frca such 

property or business vould be tazable under this act. 

5. Interest incoae froa obligations of the state of 

Rontana, or any political subdiwisicn or aunicipality of tbe 

state of !ontana. 

6. 1azes paid within the year ezcept the following: 

(a) Tazes i•posed by this act. 

(b) Tazes assessed against local benefits of a kind 

tending to increase the Y&lne of the property assessed. 

(c) Tazes on or according to or aeasured by net incoae 

or profits iaposed by authority of the gowernaent of the 

20 United States. 

21 (d) Tazes iaposed by any other state or ccuntry upcn 

22 or aeasured by net inco•e or profits. 

23 jll__!!~!___E£!!iOR __ £f _ _2~~~!Sl-relat~~__i!vestaent 

24 allowed as a de~Y£1!2~-Ysde! 811-71103. 

25 Tazes deductible under this act shall be construed tc 
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include tazes iaposed ty any county, schocl district or 

aunicipality of tbis state." 

Section s. section 84-4906, R.C.!. 1947. is aaended to 

read as follovs: 

"84-4906. Deductions allowed in coaputing net incoae. 

In coaputing net inco•e• there shall be allowed as 

deductions: 

(a) The iteas referred to in sections 161 and 211 of 

the Internal Reyenue Cede of 1954. or as sections 161 and 

211 shall be labeled or aaended, ezcept that state incoae 

taE paid sball net be deductitle and also subject to the 

ezceptions proYided in secticn 84-11909, relating to iteas 

not deductible. 

(b) Federal incc•e taz Faid within the tazable year. 

~~ portion of au_~ergr-r!~-l~!~§!!~Bl 

allowed as a deduction gndex_B4-740J.• 

Section 6, Effective date. Tbis act apflies to all 

tazable years beginning after Deceaber 31, 1977, 

-End-
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STATE OF MONTANA 
REQUEST NO. 153-77 

FISCAL NOTE 

Form BD-d.J 

In compliance with a written request re..::aived January 24 19 _]]__ , there is hereby submitted a Fiscal Note 

for _ House Bill 292 pursuant to Chapter 53, Laws of Montana, 1965 · Thirty-N!nth 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. Each 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 income 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 l97r 

4. The Department of Revenue forecast of individual income tax for 1978 and 1979 is ~ 
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 

Individual income tax 
under current law 

Individual income tax 
under proposed law 

TOTAL DECREASE 

collections 

collections 

FY 78 FY 79 

$123.732M $140.093M 

$123.570M $139. 904M 

$ .162M $ .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 ....,1 
Date: ----------



STATE OF MONTANA 
REQUEST NO.~ 153- 77 

FISCAL NOTE 

""' 
Form HD·/5 

--------------------------------------------·----------------------------~-------
In compliance with a written request re~aived January 24 , 19 ..1]__, there is hereby submitted a Fiscal Note 

for House ~ill 292 pursuant to Chapter 53, Laws of Montana, 1965. Thirty~N!nth Leyisletlve Ass&mbly. 

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

of the Legislature upon request. 
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LONG-RANGE EFFECTS 

It is anticipated that, as the techniques of ndh~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 

~ssumption 5 is probably not realistic. 

PREPARED BY DEPARTMENT OF REVENUE 

/) . :; 0 ..,1 ... t 
j[__ ... .c..S.L<i •·of c;;;t. .7-'! 1]~~~-

BUDGET DIRECTOR c / 
Office of Budget and Program Planning 

' :· . .., 
Date: L·- 1·-...., 
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HOUSE BILL MO. 292 

Ac,:Tov~d by Corr.mitt~e 
--;: Tax;at.ion 

INTRODOCED EY ~!LOI, !'RADLEY, 1Hl~NNEKENS, VINCENT 

A BILL FOP AN ACT FNTI~LFD: "AN !CT TRA~SfERBING THE ENERGY 

CO~SERVATICN AND ALTERNATIVE !NERGI TAX INCENTIVES FRO~ TRE 

PBOPERTY TAX TO THE INCC~E ANC CCBPCEATIOM LICENSE TAXES, AS 

DH!UCTIO!IS; A~l'N CI!IG SIC'!ICNS 811-202, 811--301, 84-1502, 

84-090~, ~=~1L AND 84-7003, B.C.~. 19q7, AND PROVIDING AN 

EFFECTIVE DATE." 

BE IT ENACTEt ~y TEo LEGISLATURE OF THE STATE OF ~ONTANA: 

section 1. section eo-7403, B.c.~. 1947, is amended to 

~~ad as follcws: 

"80-7403. Tax treatment of certain energy-r:elated 

invt=o-st~r.f'r.ts. {1) Y#&&--a~eatiea ay a tai~aye£, apf£9¥€8 

aa~eF seetiea ~~ 7qgq, a eapital iavestaeat hy t~e taipayeE 

&h-aH-k 

t~at'><!~"'f4lo~a~t ef re~~ 

lal !1£9~9etv <'lffill!!'t fEe• taxatiae 1 te tile ewteat the 

~~---±~-~e--~-~----4~---a---e"'*~...._,. 

~ass s~v~a prs~eEt~~--~~-eestieae 

~;;~ .... ~~~.,__.,_., ~oetioA <>-£-~e~-a4s-es val&e 

B-f--~~~-~~~-4HH>il£ca t~e~eaA6-4~a£-6 

~4£.~ 

SECOND P E A D I N G 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1] 

H 

15 

16 

17 

l'l 

1 Q 

20 

21 

22 

2] 

211 

25 

HE 0292/02 

10!1 UseR a8{'H<;atiea llv a tai!Iavee, BIIIIIE&veol aaole£ 

""" Z""O,.T""o ...... o:l, ........ __ """'...__....__ ... ,t..,. _ _,.. __ .l....-.;....1...;,;,_..,..., 1!..-._ .. ..b .... 

taxpayee fee aR eRP£~f eeaeeevatiea !'&£pase akall he teeatee 

B'f the ilepartmeat of reveaae as elase ei~et peepeety, as 

8Q i91 aai 8Q iG~. te tee eiteat 'he 

~aieeil valae ef the iavest•eet ilaes--&&t 4llfeeee tvaa\\y 

~t (~Q'JIJ ef tee Bf'p£aisee val11e ef \lee hailei&'J ia 

whie& the iaveet•eat is -4a~ I~_adgitioD--iQ--A!!_£!h~I 

~ctiQn§__~~justeE_gross individual i~££~-~!loved in 

f£!£Y!ins tax~~!~ incoae under !itle sq, chapter ~9. or fro• 

~22s corporate income allowed in cc•puting net inco•e nod~! 

Titl~ 811, chapter ~__!llme:r aay deduc1_a_porti2!! of bi§ 

~E~nditu:££_for__££nSt£!li<!!!!.L_QL_inst~ll!ns __ j!_J~qnized 

nonfossil _ _i2£!_~g~y_generatioo cr a capital inYest•ent 

!n__l__buil1iQg__fQI_~~~~~-_££g~I~l!tio~_pQIEQ§~~~ 

accordance with the fcllowi!!g_§cbedul~ 

11-l~~-in§talJl!tion O£ 

inYi§t•fn!_i~~ade in 

l_TI;SU ontial_bu!ld.iJ!.!Li 

~ 1.2£! of fir:st 

!2.&.QDQ-t!.~ded 

~~ .5~1 2L.!!~xt 

22L. r n~_5_!pend:!l.d 

£Q!_gf_n~xt_fj~QQ_~!~12.d 

If_!h2_inst~!la!iC!!_QI 

~.§'!.!!.n.Lis ~E in 

l!_buildinq not used 

.;1§_a_£!§ id ~nee; 

-4-0-J 100~ of fi!§! 

HLOflt)_!':!Fend~~ 

m 20~ cf_~! 

&QQQ expended 

£Q1_gf_!!:!l!i_~2,000 expended 

HB 292 
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10'l Qf nell_jj,OOO expepded lO~~~L.V.OOlL~nendeg 

This tax tj;~t is sJ!!d~~_llm:!!l._.Qi~urtaeD! 

of an application a§_~rgvided_l!_]!-740Q," 

section 2. Section SQ-202, H.c.~. 19Q7, is a•ended to 

read as follows: 

"8~202. Exe•ptio~s fro a ta:ration. (11 (a) The 

property of the United States, the state, counties, cities, 

towns, school di~tricts, .Unicipal corporations, public 

libraries, buildings vith land t~ey occupy and furnishings 

therein" owned by a church and nsf!"d for actual religious 

vorship and for resi4e~es of the clerqy, toqe~-.r with 

adjacent land reasonably necessary for convenient use of 

such building~ owned by a church, such other property as is 

used el!clusively for agricultural and horticultural 

societies, for educational purposes, hospitals and places of 

burial not used or held for private or corporate profit, and 

institutions of purely public charity, evidence of debt 

secured by vortgages of record upon real or personal 

property in the state of "ontana, and public art galleries 

and public observatories not used or held for private or 

corporate profit, are eze•pt frcw taiation, bat no •ore land 

than is necessary for such purpose is e~eapt. 

(b) As used in this subsection, the ter• Minstitations 

ot purely public charity" shall include organizations owning 

and operating facilities for the care of the retired or aged 
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operat~d for gain or 

art galleries and public 

such art galleries and 

observatories whether of public or private ownership, as are 

open to the public, without charge or fee at all reasonable 

hours, and are used for the purpose at education only. 

(2) ilhen a clubhouse or building <>rected by or 

belonqinq to any society or organization of hcncrably 

dischargen United states soldiers, sailer~ or marines who 

served in aray or navy of United states, is used exclusively 

for educational, fraternal, benevolent or purely public 

charitable purposes, rather than for gain or profit, 

to"gether vith the library and furniture nece.ssarily used in 

any socb building, such property is eie8Ft fro• tal!ation, 

and all property, real or personal, in tbe possession of 

legal guardians of incoapetent veteran~ of the Norld War or 

minor dependents of sucb vet~rans, where such property is 

funds or derived fro• funds received fro• the United States 

as pension, compensation, insurance, adjost~d co•p~nsation, 

or gratuity, shall be exeapt froM all tal!ation as Frcperty 

of the United states while beld by the guardian, bat not 

afte~ title passes to the veteran or minor in his or her own 

right on account of re•cval of legal di~ability. 

(3) All household goods an~ furniture, including 

clocks, •usical instruaents. sewing machines~ vearinq 

-ll- HB 292 
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appa~el of members of the fa•ily actually used by the owne~ 

2 fo~ p~rsonal and dc•estic purposes, o~ for furnishing or 

3 equipping the fa•ily residence are exe•pt f~o• taxation. 

4 (4) Freeport merchandise shall he exe•pt fro• 

5 taxation. Freeport •erchandise •eans those stocks of 

6 merchandise manufactured or vroduced outside this state 

7 which are in t~ansit through this state and consigned to a 

8 warehouse or other storage facility, public or private, 

9 with in this state, for storage in transit prior to ship•ent 

10 to a final destination outside the state, and which haYe 

11 acquired a taxable situs within the state. 

12 Stocks of •erchandise do not lose their status as 

13 freeport merchandise because while in the storage facility 

111 they are asse•bled, bound, joined, processed, disasse•bled, 

15 aivid~d, cut, broken in hulk, relabeled ox repackaged. 

16 Any person, corporation, fir•, partnership, 

11 association, or other group seeking to qualify its froperty 

19 for inclusion in this class shall make application to the 

19 state department of revenue in such •aDner or tor• as may be 

oO requirPd by the department. 

21 (5) [The following agricultoral ~roducts are exe•pt 

22 frc!l' taxation:] 

23 (a) All unprocessed, perishable fruits and vegetables 

2~ in fara storage and owned by the producer are exe•pt fro• 

25 tu~ticn. 
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(b) All nonferishable unfrocessed agricultural 

products except livestock, held in possession of the 

original froducer for less than seyen (7) aonths following 

harvest. 

(c) Livestock, defined as cattle, sheep, horses, or 

mules, which have not attained the age of nine (9) •onths as 

of the last ~ay of any aontb. 

(6) 

f+}-

Moneys and credits are exeapt fro• taxation. 

& eapital ia•est•eat ia a ~~aiaei aaafass~ 

fe£a at eae~~f §eae~atiaa is eaeapt ta the &Eteat pE&¥iie4 

aaie£ seetiea @q 1qGlo" 

Section 3. Section 84-301, R.C.ft. 1947, is a•ended to 

read as follows: 

"84-3C1. Classification of property for taxation. Par 

the purpose of taxation the taxable property in the state 

shall be classified as follows: 

Class one. The annual net proceeds of all aines and 

aining claias, except coal aines, after deducting only the 

expenses specified and allowed by section 84-Sq03; also 

vherP. ~he right to enter upon land, to explore or l'rospect, 

or ~ig for oil, gas, coal or aineral is reserved in land or 

rec~ived by mesn~ conveyance (exclusive of lease held 

in ter~sts), devise or succession by any person or 

corporation, the surfaco title to which bas fassed to or 

re•ains in another, the state deFartaent of reYenue shall 

-6- BB 292 
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daterain~ the value of thE right to enter upcn said tract of 

land fer tcP purpose of diqqing, ezploring, or prospecting 

fnr "·'"• oi 1, coal or :~inerals, and the sa•e shall l:e placed 

in thi~ classification fer the rurpcse of tazation. 

class Two. All agricultural and other tools, 

i•pl~•ents an~ •achinery, gas ana other engines and boilers, 

threshing machines and outfits used therewith, auto•obiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds ezcept ~obi le ho11e s, teats and all watercraft, 

harness, saddletf and robes aftd ezcept aa provided in Class 

Five (a} of this s.ctio~. all poles. lines, transfor•ers, 

transfor•er stations, •eters, tools, i•proveaents, •achinery 

and ether property used and owned by all persons, fir•s, 

corporations, and other organi2ations which are eagaged im 

the husin~ss of furnishing t~lephone co•aunications, 

exclusively to rural areas, or to rural areas and cities and 

towns provide~ that any sucb city or town has a population 

of eioht hundred (800) persons or less: and frovided 

farther, that tbe average circuit ailes for each station on 

the system is acre than one an~ one-guarter (1 1/11) ailes. 

Class Three. tivestock, poultry. and UDfrocessed 

products of both; furniture and fixtures used in coam~rcial 

activities; the annual gross proceeds of underground coal 

•ines; and all of'fice or hotel furniture and fixtures. 

except i•proveaents incladed in Class Nine. 
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Class Four. (a) All land, town and city lets, with 

improve•ents. except iaprove•ents included in Class line, 

and all trailers affized to land owned, leased, or onder 

contract or purchase ty the trailer owner, •anofacturing and 

mining aacbinery, fiztures and snprlies, escept as otherwise 

provided by the constitution of ~ontana, and ezcept as such 

prop~rty roay re included in Class Five, Class Seven or Class 

Eiq~t. 

(b) Mobile hones without regard tc the cvnershiF of 

tae land upon vhich they a~e situated, exceft those held bJ 

a distributor or dealer of •ohile hoaes as part of his stock 

in trade, and exceft as such property •ay be included in 

Class Fiqht. 

Class Five. (a) Ill fOles, lines, tran.e:fcr•ers, 

transformer stations, aeters, tools, iaprcv~meots, •achinery 

and other property used and owned l:y co-operative rural 

el~ctrical and co-operative rural teleFhone assocL&tioas 

organized under the laws of ftontana except those vithin the 

incorporated liaits of a city or to~n in which less than 

ninety-five per cent (95J) of the electric consumers and/or 

telephone users are served by a co-operative orga~izaticn, 

and as to the property enumerated in this sob-section Ca} 

within incorporated li•its cf a city cr tovn in which less 

than ninety-five per cent (95,) of tbe electric consumers or 

users will he served by a co-oferative orqanization, sucb 
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property shall be ~nt in Class Two. 

(b) All unprocessed agricultural Frodncts either on 

the farm or in storage, irrespective of whether said 

products are owned by the elevator, warehouse or flcur •ill 

owner or co•pany storing the same, cr any ether person 

vhossoever, except all perishable fruits and vegetables in 

farm storage and owned by the producer, and excepting 

livestock and poultry and the unprocessed froducts of both. 

(c) The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been bonorablJ discharged fro• active service in any 

branch of the ar•ed forces, who is rated one hundred per 

cent (100~) disabled due to a service-connected disability 

by tbe nnited States veterans ad•inistration or its 

successorE. 

1n the ev.,nt cf the veteran's death, the dwelling 

hans~, ar.d the lot on which it is erected, so long as the 

surviving spouse re•ains un•arried and the owner and 

cccnpa.ct of the Frcre~ty, shall remain Iithin this 

classificaticn. 

Class Six. Property fcr•erly included in this class is 

nov classified by section 84-JC~, B.c.~. 1947. 

Class Seven. {a) All n~w industrial Fiaperty. Mev 

in~ustrial property shall ~ean any new industrial plant, 

including land, buildings, machinery and fixtures which, in 

_.,_ 
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the determination of the state departaent of revenue, is 

used by a new industry during the first three (3) years of 

operation not having been assessed prior to JUlJ 1, 1961, 

within the state of ~ontana. New industry shall aean any 

person, corporation, fir•, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial enneavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that nev industrial property shall be li•ited to 

industries that manufacture, aill, •ine, ~roduce, process or 

fabricate aaterials, or do si•ilar work in which ca~ital and 

labor are e•ployed and in which materials unserviceable in 

their natural state are extracted, processed or •ade fit for 

use or are substantially altered or treated so as tc create 

com~ercial products or •aterials; industries that engage in 

the mechanical or chemical transfor•ation of •aterials or 

substances into new products in the •anner defiaed as 

manuf~cturing in the 1'l72 Standard Industrial Classification 

r.anual, prPpared by the Onited States office of •anagement 

and budg€t; and in no event shall the tera new industrial 

property be included to •ean property used by retail or 

w~olesale m~rcbants, ccmmercial services of any type, 

aqri~ulture, trades or prof~ssicns. New industrial prcperty 

does not include a plant which will create an adverse iapact 
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on existing state, county, or municipal services. The 

depart•ent shall pro11nlgate regulations for the 

determination of what censtitntes an adverse iapact taking 

into consideration the nuaber of people te be eaployed and 

the size of the coa•unity in vbich tbe location is 

conte•plated. Once the defartment has aade an initial 

determination that the industrial facility qualifies as nev 

industrial prope.rty, the departaent shall then upon proper 

notice hold a hearing to deteraine if the nev industrial 

classification should be retained by the property. 1:1le 

leGal tariaq antharity .,•ar appear at the heari&g • ·and it 

also aay vai.a its objection to reteation of til is 

classification if the indast~y agrees to the prepay•ent of 

taxes sufficient t.o satisfy tax reqaireeent.s oz:reated by the 

location and construction of the facility during 

construction period. 

In the e•ent of a prepayaent of tares, the •axi•n• 

aaoont or prepay•ent shall be the aaosnt without the 

application of the Class 7 (a) to such prcperty. 

If a •ajar nev indust~ial facility ~nalifies under 

Class 7 (a) tbe reduction of its yearly pay-nt of property 

taxes for reiaburse•ent of its prepaid tares as p~ovided for 

ia section 811-111-105, R.c.~. 19q7, shall not begLn until the 

Class 7 qualification expires. And provided f•rther, that 

nev industrial property shall nut be included tc aean 
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property which is used or emfloyed in any industrial Flant 

which has been in Oferation in this state fer th~ee {3) 

years or longer. Any person, corporation, fir•. partnership, 

association or other group seeking to gualify its f~cperty 

for inclusion in this class shall make application to the 

state department ef re•enue in such manne~ and term as •ay 

be roqaired by said department. 

(b) Business in•entories. Busines~ in•eatories shall 

include goods intended for sale or lease in tbe ordinary 

course of business. and shall include rav •aterials and work 

in progress vith respect to such goods, but sball not 

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

aobile ho•es held by a dealer or distributor a~ a part ot 

his sto~k in trade. 

(C) Air pollution control equif8£Dt as defined in 

section li9-3923. 

-f<lt- A eaJOaotlal iavoes4!aelltl ie a £e&e'!aieell aoeafeesil 

feEa ef eaeE~f !&Re£atliea 1 t;e \he ewt;ea\ ~·e•illoell ••••£ 
e-\ieR i<r 7qQh 

Class Eight. ·~ Any iap£ove11ent on rea 1 fiOF&rty, 

trailers affixed to land or •obile hc•e belonging to aay 

person ~ho qualities under any one or •ore of the 

hereinafter set forth categories, with aFpurtenant land not 

exceeding five (5} acres, which together have a market •aloe 

ot not •ore than twenty-seven tbousann five hundred dollars 
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($27,~CC), which dwelling is owned or under a contract fer 

2 deed, and which is actually cccapied fct at least ten (10) 

3 months per year as tbe priaary residential dwelling of: 

q (1) a widow si:l:ty-hc (62) years of age or older, 

'i whether with or without ainor dependent children, who 

fi qualifies under tbe incoae liaitaticns of (Q), or 

i (2) a widower si:rty-two (62) years of age or older, 

8 whether with or without minot dependent children, who 

9 qualifies under the incoae liaitaticns cf (Q), or 

10 (3) a widow or widower with ainor or dependent 

11 children regardless of age, who qualifies under the inco•e 

12 liaitations of (Q), or 

13 (II) a recipient or recipients of retireaent or 

1Q disability benefits whose incoae frca all sources is not 

15 ""oro> than six thousand dolla:ts [$6,000) for a single person 

16 ~nd six thousand eight hnnd:red dclla:rs ($6,800) for a 

17 married couple total per annum whether said dwelling is 

1A cccuoied by a single Ferscn cr a married couple. Provided, 

19 further, that one wbo applies for classification of property 

20 under this class !lUSt ~ake an affidavit to the state 

21 depart~ent of revenue on a fora as may be provided by the 

22 state department of revenue supplied without cost to the 

23 apflicant, as to his income, if applicable, as to his 

2~ retirement benefits, if applicable, or, as to his marital 

25 ~tatus, if afplicable, and to tbe fact that be or she 
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actually occupies or maintains as his or her priaary 

residential dwelling, sncb land and i•proveaents with right 

of the county welfare board to investigate the applicant, on 

the completion of the form, as to answers given on the fora. 

Provided, further, the assessed value of said property shall 

not be increased during the life of the ~ecipient of 

retire•ent benefits or widow or widowe~ covered under this 

class,. unless the owner-resident aakes a substantial 

improvement in the dwelling. Fo~ the purposes of the 

affidavit reguired for classification of frope~ty onder this 

class, it shall be sufficient if the applicant signs a 

statement swearing to or affiraing the correctness of the 

information supplied, vhetber or not the stateaent ia signed 

before a person authorized to ad•iniste~ oaths, and mails 

the application and statement to tbe departeent cf revenue. 

This signed state•ent shall be treated as a stateaeut under 

oath or equivalent affiraation for purposes of section 

~4-7-203, R.C.K. 1947, relating to the criainal offense of 

false swearing. 

(ll) A eajlital ia•eeteee~ia a lluil~ £&E aa <IIIE£!f 

8'1 7119~r 

Class Nine. The incre•ental increase in the value of 

real estate attributable to repairing, maintaininq or 

improving existing iaproveaents. 
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Class Ten. The annual gross Froceeds of coal sines 

using the strip nining aethod. 

Class Eleven. Centrally ass~ssed utility allccaticns 

after deductions of locally assessed rroperties and except 

as provided in Class Two for rural telephon~s and Class Pive 

(a) for cooperatives, and all other property not included in 

the ten (10) preceding classes." 

Section 4. Section 84-1502, R.C.~. 1947, is anended to 

read as fellows: 

~84-1502. Deductions allowed in conpating incc•e. In 

conputing the net inco•e the folloviag deductions ~hall be 

allowed fro• tbe gross incoae received by such corpcration 

within the year froa all sources: 

1. lll the ordinary and necessary expeases paid or 

incurr~d during the taxable year in the aaintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject tc the liaitation hereinafter 

contained, rentals or ether pay•ents required to be aade as 

a condition to the continued use or possession of property 

to which the corporation bas not taken or is net taking 

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

~lloved for salaries paid upon which the recipient thereof 

has not paid "ontana state inco•e tax; provided, however, 

that where doaestic corporations are taxed on inco•e derived 
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fro• without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

2. (A) All losses actually sustain€d and charge<l off 

within the year and not coapensated by insurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business. such allowance to be detersined according to the 

provisions of section 167 of the internal reYenue code in 

effect with respect to the taxable year. All elections for 

depreciation shall be the saae as the elections aade for 

federal incoae tax purposes. Jo deduction shall be allowed 

for any aaount paid aut for any buildings, peraanent 

i•proveaents or betteraents aade to increase the value of 

any property or estate and no deduction shall be aade for 

any amount of expense of restoring rroperty or aaking good 

the exhaustion thereof for which an allowance is or has been 

•a de. 

(F) (a} There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to thP provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such tasable period plus the net 

operating loss carrybacks to such taxable period. The tera 

•net operating loss" •eans the ezcess cf tbe dednctioBs 

alloved ty this section, 84-1502, over the gross inco•e, 
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11ith the 110difications specified in paragraph (b) of this 

subsection. If for any taxable period beginning after 

Deceaber 31, 1970, a net operating loss is sustained, 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 shall be a net operating loss carryoYer to 

each of the five (5) taxable fe~iods follcwing the taxable 

period of such loss. lhe po~tion of sncb loss which shall be 

carried to each of the ether taxable years shall be the 

excess, if any, of the aaount of sncb loss oYeY the sua of 

the net income for each of the prior taxable periods tc 

lihicb such loss vas carried. For purposes of tbe preceding 

sentence, the net incoae for such prior taxable period shall 

be coaputed with the aodifications specified in paragraph 

(bl (ii) of this subsection and by deter111ining the aaount of 

the net operating loss deduction without Iegard to the net 

operating loss fai the loss period or any taxable period 

thereafter, and the net incase so coaputed shall net be 

conside~ed to be less than zero. 

(b) The aadificaticns ~eferred to in parag~aph (a) of 

this subsection shall be as fallows: 

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

(ii) Tbe deduction fo~ depletion shall not exceed the 

a•ount which would be allowable if coapnted under the cast 

ml?thod. 
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(c) A net operating 

only with rega~d to losses 

loss deduction shall be allowed 

attributable to the business 

carried on within the state of 8ontana. 

(d) In the case of a •erger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by tbe 

merged corporations prior to the date of aerger. 

In the case of a consolidation of carpo~ations, the nev 

corporate entity shall not he allowed a deduction far nat 

operating losses sustained by the consolidated cor~orations 

prior to the date of consolidation. 

(e) NOtliithstanding the proYisions of section 

84-1508.1 (c), R.C.!. 1947, interest shall not be paid with 

respect to a refund of tax resulting froa a net operating 

loss carryback or carryover. 

{f) The net operatinq loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall te alloMed only with 

respect to taxable periods beqinning en CI after January 1, 

1971. 

3. In the 

and gas wells, 

depletion and 

case of mines, other natural deposits, ell 

and tiaber, a reasonable allowance for 

for depreciation of impra•e•entE, such 

reasonable allowance to be deter111ined according to tbe 

prcyisions of the internal reYenue code in effect far the 
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taxable ~ear. All elections •ade under the internal revenue 

code with re~pect to capitalizing or expensing exploration 

and d~velop•ent costs and intangitle drilling expenses for 

corporation license tax purposes shall be the saae as the 

elections •ade for federal inco•e tax purposes. 

4. The a•ount of interest faid within the year on its 

indebtedness incurred in the operation of the busines~ fro• 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, •aintenance or i•prove•ent of property or 

for the conduct of business unless the inco•e fro• such 

property or business would be taxable under this act. 

5. Interest inco•e fro• obligations of the state of 

~ontana, or any political subdivision or •unicipality of the 

state of ~ontana. 

6. Taxes paid within the year except the fcllcving: 

{a) Taxes i•posed by this act. 

(b) Taxes assessed against local benefits of a kind 

tending to inc~ease the value of the property assessed. 

(c) Tares on or according to or aeasured hy net inco•e 

or profits i•posed ty authority of the govern•ent of the 

United States. 

(d) ~axes i•posed by any other state ox country upou 

or •easnred by net incoae or profits. 

(7! That portion cf ~-~£9I=£~lated __ _!!l~!~B! 
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allQ~Q~-~~tiga_y~~I-f!~~ 

Tares deductible under this act shall be construed tc 

inclu1e toxes imposed by any county, ~chcol district or 

•unicipality of this state." 

Section ~. Section 84-49Cf, R.c.~. 1947, is a•ended to 

read as follows: 

"A4-4906. Deductions allcwed in corputing net inca••· 

In computing net inccme, there stall be allowed as 

deductions: 

(a) The ite•s referred to in sections 161 and 211 of 

the Internal Revenue Code of 19511, or as sections 161 and 

211 shall be labeled or a•ended, except that state inco•e 

tax paid shall not be deductible and alsc subject to the 

exceptions provided in sectiou 8~4909, relating to ite•s 

not deductible. 

(b) Federal inco•e tax paid within the taKable year. 

l£l__Tbat pottion of ap ener~~g___lR!~i!!~! 

deduction under 8~7-0J,H 

SECTION 6. L!GISLATIVE IITEIT. T! IS %HE J!l!!I_Ql 

TDr LEGISLATURE THAT ~DUCliON QND!R THIS ACT BE AILOi~ 

FOR CIPITik IMfEST~ENT FOB_!!_!~lii!-f1~SERIITIOM PBIC!l&! 

IM THE WEi CONSTRUCTION OF A BUI&Dl!Q _ _!~!!__flfll11 

I!!VE~~Q!l1.!L.!!.!!f BE Eli...!!.!.!!I_l!!!2H_lll A B1! SHED ST AI DIB!!S 

OF NEW CONSTBUCTIOH,_!fi! DEP!BT~ENT OF_j!!]!Ql SHILL lRQfi 

FULES TO I~PLE~EHT THIS LEGISL!Il!~I~ SUCH BOLES ~~!!! 
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EE !H. SED QL-1!!!L_]_!~1.__CtJBil!!!i'IL! l UILABtl! !!ETBCDS OP 

2 !!!~4-~~IRG THOSE OF THE liATlQSlL BOBEltl 07 

3 STA!Q!]~ THE METHODS OF AlilLYSIS, INCLtJDING T]Q~!_Q!_!fi! 

4 NATIONAL EO~EAU OF STANDARDS, THE D!PlRTI!EIT OF HCUSIIG AHD 

5 \!ll!_N __ QI!VELOPI'Ill!iL_~ _ _Q!j!!_B __ !"EDEi!L_ lGI!WCII!S Alii: 

6 PBOFI!SSIOHAL SOCIETIES AND e&TERIALS DEVELOPED BY Ill 

7 Q!E!gTI'IEHT OF BEVE!itl!L__ffrQ!~~Blll B!__~!R!.POR AN 

9 ANNUAL OPDATIBG 01 ROLES ABO STAIDABDS AS RI!QOIBEC, 

9 SECTION 7, S~IOR u~•,u '& T~ 

10 li!!~_!~ FCLLOiS: 

11 "84-7401, Stateaent of purpose. Tbe purpose of this 

12 act is to encourage the use cf alternatiye energy sources 

13 and the conserYation of energy through incentiye prograas. 

1q Such incentives are to be aade aYailable to tbe energy useE 

15 on a basis which requires hi• to take the initiatiYe in 

16 obtaining a particular incentiye. 

17 te Fe~Y~B assesseE te Eevalee p£epe£ty e•eept epa• 

1~ ~~ a pEepeEly aeee•ea•ea aaa ~eve& applieatieaw 

19 This act allovs but does not require a public utility to 

20 "'"tend credit for energJ conservation invest•ents." 

21 Section B. Effective date. This act applies to all 

22 taxable years beginning after December 31, ~ 1112• 

-fnd-
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Arr'roved by Committee 
on Taxation 

HOUSE BILL ~0. 292 

lt•TkODUCED SY MELOY, l'RADLEYt HUENNHENS• VINCENT 

A BILL FOR AN ACT ENTITLED: "AN ACT TRANSFERRING THE ENERGY 

CONSERVATION AND ALTERNATIVE ENERGY TAX INCENTIVES FROM THE 

PROPEKTY TAX TO THE INCOME AND CORPORATION LICENSE TAXESo AS 

DEDUCTIONS; AMENDING SECTIONS 84-202, 84-301, 84-1502• 

d4-4906o 84 7401, AND 84-1403, RoCoHo 1947, AND PROVIDING AN 

EFFECfiVE DATE.• 

3E IT ~NACT~D BY THE LEGISlATURE OF THE STATE OF MONTANA: 

Section 1. Section 84-7403• R.C.M. 1947, is a~nded to 

~ead as follows: 

•84-7403. Tax t~eatment of ce~tain energy-related 

investm~nts. Cl) ~&ft--ap~+e~+o~-by-e-t~~eyer~~~ved 

~ftrie~-~ee~+o"-&~64.-e-eap+te+-+nve~ment-by-~~~ 

+n-e-reeo']n«ee,...,~++-+e.--e+-et'W'!~~,..,~-.oha++~ 

~~eo~ee-hy-t~e-riepe~~~n~-o+-re~e-~• 

tet--p~~ty--~~p~--+reM-~a~~+onT-te-~~~-the 

oppPa+~e~-yo~e--e+--~he--+~~n~--de~--nc~--e~~e--~e 

"~~eTerl-tn~e~e-ee++~~t•~~et.-~ 

tbt--e+e~e--~even--ppo~~~YT--6~--eet+~ee--+n--eee~+~e 

S4-~6~-end-84-36~T-fop-~~eh-~~on-ot-the--e~pe+eeft--ve+~e 

of--the-+nve~~ment-~h~-e~eeede-e~-h~~dTeri-tno~e~-rie++&P.o 

fft66T888t-. 

SECOND R E A D 1 N G 
SECOND PRINTING 
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trt--Hpeft-a~++ee~+on-by--e--~e~payeTT--epp~ove~--ttftee~ 

~eet+en--B4-~484T--a-ee?+te+-+n~etm@nt-+~-~~++e+~by-tne 

~&Mpeye~-~op-an-ene~y-eoneerva~en-p~~e-eft8~+-b~ee~ee 

by-t~-~epa~~ment-e+-Pevenue-a~e+ee~--e+~-~er~~ 

de~+nee--+n--~e~one--84-3e~a"e-8+-3~y-to-~he-e~ent-~e 

ap~e+~ed-ve~ue-oi'-the-+nve.o~nt--rio~-~--e~-twen~ 

~e~eent--tr~t--~--t~--ftP~rei~ed va+He-of-the-bu++e+~-+n 

wh+en-~ne-+n¥e~t!l!ftn't-+e--...,e.,.., In addition to all other 

~~tl2llS from adjusted gross jndjyjdual income allowed jn 

~tlng taxable jocpme under Title 84• chapter ~9. or from 

~ corpgrate jocome allowed in computjng net jocome under 

lit~ 84o chapter 15o a taxpayer maY deduct a portion of bjs 

~endLtuLe for constructing qr jostalljog a recognized 

nonfoss~rm of energy generation or a capital joyestment 

~o a bujlding for an energy conservation purpose, in 

~dance with the fpllowjog scbgdyle: 

~f_tbe jnstallatjoo o~ 

~ov~tment js madg jo 

~esjdentja1 build~ 

~ lQQl of first 

ll~Jl.!Wt~g 

:;lU .2.!il of next 

ll~OO expgndgd 

z.>a_af ngxt $1, !llllL.e.l!.~ 

-2-

If the jnstallatjoo or 

investment js made jn 

a byjldjng not usgg 

as a resjdence: 

~ 1.®1 2Lt..i..r.ll 

S2o000 gxpendgd 

~ 2.1n of ngxt 

$2$000 expendgd 

20% of ~ sz,OQO gxpepdgd 
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~f_next l1o000 ex~ 10% of next S2,QOO expended 

~_la&~atment js subject to approval of the department 

QL_an_a~~tjoo as provided jn 84-7404 AND MAY NOT BE 

~ED fOR EXPENDITURES ANQ CAPITAL INYESTMENTS EINANCEQ BY 

A__SIAlEo EEQERALt OR PRIVATE GRANT EQR QEYELOPMENT Qf 

RENfftABI E ENERGY SOURCES.• 

Section 2. Section 84-202, R,C.K, 1947, is am~nded to 

read as follows: 

"84-202. Exemptions fro !II taxation. (1) (a) The 

property of the United States, the state, counties, cities., 

towns, school districts, municipal corporations, public 

libraries, buildings with land they occupy and furnishings 

therein owned by a church and used for actual religious 

worship and for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of 

such buildings owned by a church, such other property as is 

used exclusively for agricultural and horticultural 

societies, for educational purposes, hospitals and places of 

burial not used or held for private or corporate profit, and 

institutions of purely public charity, evidence of debt 

secured by mortgages of record upon real or personal 

property in the state of Montana, and public art galleries 

and public observatories not used or held for private or 

corporate profit, are exempt fror. taxation, but no more land 

than is necessary for such purpose is exempt. 
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(0} As used in this subsection, the ter~ "institutions 

of purely public charity" shall include organizations owning 

and operating facilities for the care of tha retired or aqed 

or chronically ill which are not operated for oain or 

profit; and the terms •public art galleries and public 

observatories• shall mean only such art galleries and 

observatories whether of public or private ownership, as are 

open to the public, without charge or fee 3t all reasonable 

hours, and are used for the purpose of education only. 

12) When a clubhouse or building er~cted by or 

belonging to any society or organization of honorably 

discharged United States soldiers, sailors or marines who 

served in army or navy of United States, is used exclusively 

for educational, fraternal, benevolent or purely public 

charitable purposes, rather than for gain or profit, 

together with the library and furniture necessarily used in 

any such building, such property is exe~pt from taxation. 

and all property, real or personal. in the possession of 

legal auardians of incompetent veterans of the World War or 

minor dependents of such veterans. where such property is 

funds or derived from funds received from the United States 

as pension• compensation, insurance, adjusted compensation. 

or gr3tuity, shall be exemot from all taxation as property 

of the United States while held by the ouardian, 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 disability. 

(3l All household goods and furniture, including 

clocks, musical instruments, sewing machines. wearing 

apparel of members of the family actually used by the owner 

for persona 1 and domestic purposes, or for furnishing or 

equipping the family residence are exempt fro• taxation. 

(4) Freeport merchandise shall be exempt from 

taxation. freeport merchandise means those stocks of 

merchandise manufactured or produced outside this state 

which are in transit throuqh this state and consigned to a 

warehouse or other storage facility, public or private, 

within this state, for storage in transit prior to shipment 

to a final destination outside the state, and which have 

acquired a taxable situs within the state. 

Stocks of merchandise do not lose their status as 

freeport merchandise because while in the storage facility 

they are assembled, bound, joined, processed, disassembled, 

divided, cut, broken in bulk, relabeled or repack~ged. 

Any person, corporation, firm, partnership, 

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 or form as may be 

required by the department. 

(5l [The following agricultural products are exempt 

from taxation:] 
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(a) All unprocessed, perishable fruits and vegetables 

in farm storage and owned by the producer are exempt from 

taxation. 

(b) All non perishable unprocessed aqricultural 

products except livestock, held in oossession of the 

original producer for less than seven (7) months following 

harvest. 

(c) livestock, defined as cattle, sheepo horses, or 

mules, which have not attained the age of nine (9) months as 

of the last day of any month. 

(6) Moneys and credits are exempt from taxation. 

t'f+--A-et!J>~~,.,..~~-+-a--l"e'-t>~d--fteftf'~+ 

~o~.--e~--e~~qy-~~~~-exe•pt to the ~-pre~ided 

H~-~eet+eft-~~&3·• 

Section 3. Section S4-30lo R.C.H. 1947, is amended to 

read as follows: 

KB4-30l. Classification of property for taxation. 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 claims, except coal ~ines, after deducting only the 

expenses specified and allowed by section 84-5403; also 

where the riqht to enter upon land, to explore or prospect, 

or di a for oi 1, gas, coal or mineral is reserved in land or 

received by ~esne conveyance (exclusive of leasehold 
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interests), devise or succession by any ~rson or 

corporation, the surface title to which hes passed to or 

remains in another, the state department of revenue shall 

determine the value of the right to enter upon said tract of 

land for the purpose of di99ing, exploring, or prospecting 

for gas, oil, coal or minerals, and the same shall be placed 

in this classification for the purpose of taxation. 

Class Two. All agricultural and other tools, 

i~lements and sachineryo gas and other engines and boilers, 

threshing aachines and outfits used therewith, automobiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds except mobile homes, boats and all watercraftt 

harness, saddlery and robes and except as provided in Class 

Five (a) of this section, all poles, lines, transformers• 

transformer stations, meters, tools, improvements. machinery 

and other property used and owned by all persons, firmst 

corporations, and other organizations which are engaged i~ 

the business of furnishing telephone c~municationst 

exclusively to rural ~reaso or to rural areas and cities and 

towns provided that any such city or town has a populatioft 

of eiqht hundred (BOO) persons or less; and provide4 

further, that the average circuit miles for each station ~ 

the system is more than one and one-quarter (1 1/4) miles. 

Class Three. livestock, poultry, and unprocessed 

products of both; furniture and fixtures used in commerci•l 
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activities; the annual gross proceeds of underground coal 

mines; and all office or hotel furniture and fixtures, 

except improvements included in Class Nine. 

Class Four. (a) All land, town and city lots, with 

improvements, except improvements included in Class Nine, 

and all trailers affixed to land owned, leased, or under 

contract or purchase by the trailer owner, manufacturing and 

mining machinery, fixtures and suppl ieso except as otherwise 

provided by the constitution of Montana, and exceot as such 

property may be included in Class Five, Class >even or Class 

Eight. 

(b) Hobile homes without regard to the ownership of 

the land upon which they are situated, except those held by 

a distributor or dealer of aobile hoNes as part of his stock 

in trade, and except as such property aay be included in 

Class Eight. 

Class Five. (a) All poles • 1 i nes., transfor!ller s, 

transformer stations, meters, toolso improvements, .achinery 

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 lP.ss than 

ninety-five per cent (95%) of the electric consumPrs andtor 

telephone users are served by a co-operative oroanization, 

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 wi 11 be served by a co-operative organization, such 

propertY shall be put in Class Two. 

(b) A1l unprocessed agricultural products either on 

the far~ or in storage, irrespective of whether said 

products are rywned by the elevator, warehouse or flour mill 

owner or company storing the same, or any other person 

whomsoever, except all perishable fruits and 

farm storage and owned by the producer, 

veqetab l es in 

and excepting 

I ivestock and poultry and the unprocessed products of both. 

(c) The dwelling house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who h~s been honorably discharqed from active service in any 

branch of the armed forces, who is rated one hundred per 

cent (100%) disabled due to a service-connected disability 

by th'> United States veterans administration or its 

successors. 

In the event of the veteran•s death. the dwelling 

house, and the lot on which it is erected, so long as the 

suTvivinq spouse remains unmarried and the owner and 

occupant of the property, shall remain w;thin this 

classification. 

Class Six. Property formerly included in this class is 

now classified by section 84-308, R.c.M. 1947. 
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Class Seven. (a) All new industrial property. New 

industrial property shall mean any new industrial plant, 

including land, buildings, machinery and fixtures which, in 

the dete~mination of the state depa~tment of revenue, is 

used by a new industry durinq the fi~st three (3) yea~s of 

operation not havinq been assessed prior to July 1. 1961• 

~ithin the state of Montana. New industry shall mean any 

person, corporation, firm, partnership, association, or 

other group which establishes a new plant o~ plants in this 

state for the operation of a nev indust~ial endeavor 9 as 

distin~uished from a mere expansion, reorganization, or 

merger of an existing indust~y or indust~ies. Provided, 

howeve~, that new industrial property shall be limited to 

industries that manufacture, mill, mine, produce, process o~ 

fabricate materials, or do simila~ work in which capital and 

labor are e~loyed and in which materials unserviceable in 

their natu~al state are extracted, 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 m~chanical or chemical transformation of materials or 

substances into new products in the manner defined as 

manufacturing in the 1972 Standa~d Industrial Classification 

Manual, prepared by the United States office of management 

and budget; and in no event shall the term new industrial 

property be included to mean property used by retail or 
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wholesale merchants, commercial services of any type, 

~qriculture, trades or professions. New industrial property 

does not include a plant which will create an adverse impact 

on existing state, county. o~ municipal services. The 

department shall promulgate regulations for the 

determination of what constitutes an adverse impact taking 

into consideration the nu~ber of people to be employed and 

the size of the 

contemplated. Once 

community in which 

the department has 

the location is 

made an initial 

determination that the industrial facility qualifies as new 

industrial property, the department shall then upon proper 

notice hold a hearing to determine if the new industrial 

classification should be retained by the property. The 

local taxing authority may appear at the hearing, and it 

also may waive its objection to retention of this 

classification if the industry agrees to the prepayaent of 

taxes sufficient to satisfy tax requirements created by the 

location and construction of the facility during 

construction period. 

In the event of a prepayment of taxes, the maximum 

amount or prepayment shall be the amount without the 

application of the Class 1 (a) to such property. 

If a major new industrial facility qualifies under 

Class 7 (a) the reduction of its yearly ~ayment of prooerty 

taxes for reimbursement of its prepaid taxes as provided for 
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in section 84-41-105, R.c.H. 1947o shall not begin until the 

Class 1 qualification expires. And provided further, 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) 

yea~s or longer. Any person, co~porationo firm, partnership, 

association or other group seeking to quality 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 depart~nt. 

(b) Business inventories. Business inventories shall 

include goods intended for sale or lease in the ordinary 

course of business. and shall include raw materials and work 

in progress with respect to such goodso but shall not 

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

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

his stock in trade. 

(c) Air pollution control equip.ant as defined in 

section 69-3923. 

fdt--•-~ep+te+-+~~~-+ft--8--P~O~~d--~~~+ 

~erm--e+--efte~~efteP&++~y--~-~fte~~e~-pPOY+~~der 

~e~+&ft-&+-~~63• 

Class Eight. tet 

trail~rs affixed to 

Any 

1 and 

improvement on real property. 

or mobile home belonging to any 

person who qualifie5 under any one or more of the 
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hereinafter set forth categories• with appurtenant land not 

exceP.ding five (5) ~cres, which tooether have a market value 

of not more than twenty-seven thousand five hundred dollars 

(S27,500)• which dwelling is owned or under a contract for 

deed, 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) years of age or older, 

whether with or without minor dependent children. who 

qualifies under the income 1 ieitations of (4)• or 

121 a widower sixty-two (62) years of age or older, 

whether with or without minor dependent children, who 

qualifies under the inca.e 1 imitations of (4)o or 

(3) a widow or widower with minor or dependent 

children regardless of age, who qualifies under the income 

1 imitations of C4l• or 

(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) for a 

~arried couple total per annum whether said dwellino is 

occupied by a single person or a married couple. Provided, 

further, that one who applies for classification of property 

under this class must make an affidavit to the state 

depart~ent of revenue on a form as may be provided by the 

state department of revenue supplied without cost to the 
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applicant. as to his income, if applicable• as to his 

retirement benefits, if applicable, or, as to his marital 

status, if applicable, and to the fact that he or she 

actually occupies or maintains as his or her primary 

residential dwelling, such land and improvements with right 

of the county welfare board to investigate the applicant, on 

the com~letion of the form, as to answers given on the form. 

Provided, further, 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 

class, unless the owner-resident makes a substantial 

i•provement in the dwelling. For the purposes of the 

affidavit required for classification of property under this 

class. it shall be sufficient if 

statement swearing to or affirming the 

the applicant signs a 

correctness of the 

information supplied, whether or not the statement is signed 

before a person authorized to administer oaths, and mails 

the aoplication and stateeent to the department of revenue. 

This signed statement shall be treated as a statement under 

oath or equivalent affirmation for purposes of section 

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

false swearing. 

fbt--*-~~ftft+-fW¥~S~~~-bti+~d~~+~ft--efleP~ 

~&ns~vetfeH--rHP~e5~--~e~fte-~~~ftt-~eY+d~-~r-~~+en 

~~~63. 
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Class Nine. The incremental increase in the value of 

estate attributable to repairing, ~aintaining or 

improving existing improvements. 

Class Ten. The annual gross proceeds of coal mines 

using the strip mining ~thod. 

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 

(a) for cooperatives, and all other property not included in 

the ten (10) preceding classes.• 

Section 4• Section 84-1502, R.c.M. 1947, is amended to 

read as follows: 

•84-1502. Deductions allowed in computing income. In 

computing the net income the following deductions shall be 

allowed from 1:he gross income received by such corporation 

within the year fro• all sources: 

1. All the ordinary and necessary expenses paid or 

incurred during the taxable year in the ~aintenance and 

operation of its business and properties, including 

r~asonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title, or in which it has no equity. No deduction shall be 
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allowed for salaries paid upon which the recipient thereof 

has nDt paid Montana state income tax; provided, however, 

that where domestic corpor~tions are taxed on income derived 

from without the state, salaries of officers paid 

connection with securing such income shall be deductible. 

in 

2. jA) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be deter~ined d~cordinQ.to the 

provisions of section 167 of the internal revenue code in 

effect with respect to the taxable year. All elections tor 

depreciation shall be the same as the elections made for 

federal income tax purposes. No deduction shall be allowed 

for any a-aunt paid out for any buildings. permanent 

i-rroveaents or betterMents made to increase the value of 

any property or estate and no deduction shall be made for 

any amount of expense of restoring property or making good 

the exhaustion thereof for which an allowance is or has been 

made. 

(B} (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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ope~dtin~ loss car~ybacks to such taxable pe~iod. The te~m 

Mnet o~1eratinq lossM means the excess of the deductions 

allowed by this section, 84-1502, ove~ the q~oss income, 

with the modifications specified in parag~aph [b) of this 

~ubsection. If fo~ any taxable pe~iod beginning after 

Dece~her 3lt 1970, a net ope~atinq loss is sustained, such 

loss shall be a net ope~atinq loss ca~~yback to each of the 

thr"'" ( 3) taxable pe~ io.1s prec<>dlno the taxable period of 

such loss and shall be a net ope~ating loss car~yover to 

each of the five (~) taxable periods following the taxable 

period of such loss. ThP portion of such loss which shall be 

carried to each of the other taxable years shall be the 

excesst if any, of the amount of such loss over the SUfi of 

the net inco~e for each of the prio~ taxable periods to 

which such loss was carried. fo~ purooses of the preceding 

sentence, the net incoMe for such prior taxable pe~iod shall 

be c~~puted with the modifications specified in parag~aph 

(b) (ii) of this subsection and by determining the amount of 

the net operating loss deduction without regard to the net 

operatinq loss for th<> loss period or any taxabl<> period 

thereafte~. and the net income so computed shall 

conside~ed to be less than zero. 

not be 

[h) The ~odifications ~efe~red to in paragraph Ia) of 

this ~uhsection shall be as follows: 

{i) No net op<>ratinq loss deduction shall be allowed. 
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{ii) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(c) A net operating 

only ~ith rega~d to losses 

loss deduction shall be allowed 

attributable to the business 

carried on within the state of Montana. 

(d) In the case of a merger of corporations. the 

surviving corporation shall not be allowed a net operating 

loss deduction fo~ net operating losses sustained by the 

merged corporations prior to the date of .arger. 

In the case of a consolidation of corporations, the new 

corporate entity shall not be allowed a deduction for net 

operating losses sustained by the consolidated corporations 

prior to the date of consolidation. 

(e) Notwithstanding the provisions of section 

84-1508.l(c)o R.c.~. 1947t interest shall not be paid with 

~espect to a refund of tax resulting from a net operating 

loss carryback or carryover. 

(f) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before Oecemb<>r 3lt 1970, but shall be allowed only with 

respect to taxable periods beginning on or after Janua~y 1o 

1971. 

3. In the case of mines, other natural deposits, oil 

and g.~s wells, and timber, a reasonable allowance for 
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depletion and fo~ 1epreciation of improvements, such 

reasonable allowance to be determined according to the 

provisions of the internal revenue code in effect for the 

taxable year. All elections made under the internal revenue 

code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

4• The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business fro• 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance or i~provement of prooerty or 

for the conduct of business unless the income from such 

property or business would be taxable under this act. 

5. Interest income from ob1 igations of the state of 

Montana, or any political subdivision or municipality of the 

state of Montana. 

6. Taxes paid within the year except the following: 

(a) 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 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 count~y upon 

or ~easured by net income or profits. 

LL1- That por~gn of an energy related jny~stmeot 

~Qti~ as a dedyctjon yoder 84-7403. 

faxes deductible under this act shall be construed to 

include taxes im~osed by any county, school dist~ict or 

~nicipality of this state." 

Section 5. Section 84-4906, R.c.H. 1947, is amended to 

read as follows: 

"84-4906. Deductions allowed in computing net inc~e. 

In computing net income, there shall be 

deductions: 

all owed as 

(a} The items referred to in sections 161 and 211 of 

the Inte~nal Revenue Code of 1954 9 or as sections 161 and 

211 shall be labeled o~ amended, except that state income 

tax paid shall not he deductible and also subject to the 

exceptions provided in section 8't-4909, ~elatin~ to items 

not deductible. 

(b) Federal income tax paid within th~ taxable year. 

~_mat_~~ of an energy-related ~~! 

~Llati~_a~a deduction yoder 84 7403.• 

~ION 6. LEGISLATIVE INTENT. IT IS THE INTENT OF 

Itlf_L~ISLATURE THAT ~_QEDUCTION UNQER THIS ACT BE ALLOWED 

EQR__CAPITAL INVESTMENT FOR AN ENERGY CONSERVATION PRACTICE 

~~f_~ CDNSTRUCIION OF _A BUILQING lE--lHAI CAPITAL 
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ltfif..SI.tlf.NL.l!lli.ILD....JiA.'lf IIEEN MADE UNDER ESIA.6.L..I.SJ:1£Q_5TANDAROS 

2 QE_Nf~Ni~~L~E DEPARTMENT Of REVENUE_ SHALL ADOPT 

3 RULES_IQ_IMeLEMENT THIS_LEGISLATIVE~~ SUCH RULES SHALL 

'> .6L__MlllL-ll!L_ltlL_~s..I_r_uRRENTL'f AVAIL ABLE METHODS _QE 

5 ANAJ...'fllSt INCLfJOING._ItlQSE OF THE NATIONAL BUREAU OF 

b ~lAlliM.B.O..S.L- THE OEPARJ.M.E.Ilil OF HOUSING AND URBAN DEVHOpHENTt 

1 A~_QTHER EEDfBAi-A~NCIES AND PROfESSIONAL SOCIETIES AND 

8 ~lAlS DEVELOPED BY THE OEPARIHENT QF REVENUE, PBOVISIQNi 

9 SHALl ll.Ll:Wl.f._f..QfLAN .. NNUAL UPDATING OF RULES AND STANDARQS 

lD AS BEQUIRfQs 

ll ~10&_7. SECTIQ~84-140l, RoCoMe l941s I~ AHENQEO TO 

12 RUJL!U-E~ 

13 •84-7401. Statement of purpose. The purpose of this 

14 act is to encour~qe the use of alternative energy sources 

15 and the conservation of eneroy tt,ro•Jgh incentive programs, 

16 Such incPntives are to be made available to the enPrgy user 

11 on a basis which requir~s him to take the initi~tive in 

18 obtaininq a particular incentive. ~~~~-~~-+~~fld~d 

19 ~o-r~q~~r@-~H--e5~~~5~r--~e--r~Ye~~--p~pe~y-~~e~t--a~Ofi 

20 r~ff~--of---l""e~-+y-<l~e~n~<l--<l-~!'1".,.....<1-ftf'~++eefl-• 

21 Thfs 3Ct allows but does not requfre a ~ublfc utility to 

22 extend credit for energy conservation investments." 

23 Section a, Effective date. This act aoolies to all 

24 taxable years brqinninq after Decembe~ 31. +9~T ~2· 

-End-
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HOUSE BILL NO. 292 

INTRODUCED BY MELOY, BRADLEY, HUENNEKENS, VINCENT 

A BILL FOR AN ACT ENTITLED: •AN ACT TRANSFERRING THE ENERGY 

CONSERVATION ANO ALTERNATIVE ENERGY TAX INCENTIVES FROM THE 

PROPERTY TAX TO THE INCOME AND CORPORATION LICENSE TAXES, AS 

OEDUCTI ONS; AMENDING SECTIONS 84-202, 84-301, 84-1502, 

84-4906, 84-7\0lt AND 84-1403, R.c.H. 1941o AND PROVIDING AN 

EfFECTIVE DATE.• 

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

Section 1. Section 84-7403• R.C.H. 1947, is amended to 

read as follows: 

•84-1403. Tax treatment of certain energy-related 

investments. 111 ~~et+on-by-e~psyery epprowed 

-~-~eet+oft-8~y-e-eap;tel inve~~ bt t~e tex~erer 

~n-~e~?t+i!ed-nonfossH-fe1'11t-ei'--fiJT~M!1'1'Jt+ftn st'lell be 

t~eetee-by-the-6epertMe~tt of re-enee-~ 

tet--Pf"ft1'e~""f- e-apt fro.-~+eft.-ta-~~-tt..e 

epp~e~e--M~-+ft.,estaent <lees--...,t-ft'l!~ftfte 

t'ltt~t<lre<l-th~eftd-tie'l-+fH"5-f'Sl-e&ore6st-Y-er 

tbt--e+~s--§even--p~YT--e~~ef+ned--+n--s~t+ftfts 

64-36+-eftd-~-~e~-fer-sHet..-por~on-ef-t~--e~re+sed-ve+tie 

ef--the-+nvest~~-~et-e~eeeds-ene-~uftdre<l-~eHSend-<le++ers 

t•~96y~~~~--~ --
There are no changes in ~~ and due to length will not 
be rerun. Please refer to yel ow copy for complete text. 
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t~t-~&n-e~++eetren-by--~--texperer• eppr~Uftder 

~eet+en--64-'l-<ll'~-a-e~te+-+nYest111eM-+n-a-H+HI+~~ 

t~peye~-fer-en-e~rgy-een~t+on DHrDe~e-she++-be-tree~ed 

by-the-deJte~...-fti:-ef-reven..-es-e+-s--e~-~rtrw as 

def...,ed--+,--seei!+tms--~-39r-eft<l-~~y--t.,-tt..e-e..-t:er.t-~e 

ftl'J""ft~ed-.,.otJ.tte-e+-the-+mfe~..,"t dctes -~- exeeed -tweft1ey 

wh+et..-the-+n.e5~-m:-+s--..,.dew In addition to al1 pther 

~ti2DS from adjusted gross jndiyjdual incoae allowed jn 

~tjog taxable intome under Title 84• Chapter 49, or fro• 

~corporate jncgme allowed in coaput;ng net jocome under 

Title 84t chapter 15• a taxPayer maY deduCt a portion of hjs 

~Gndjtuc. for cpD$lructinq or jn$talling a rgcognjZed 

ngnig~il form of energy geoeratjpn or a capital joyestwent 

in a bujldjog fgr an energy cpnseryatipn purpgs~. in 

accordance with the fqllowjng $Cbedule: 

~[_thG jn$tallation or 

~tment js made jo 

~esjdentjal building: 

~ lQQl of first 

U o 000 expended 

;lU 2Ja of next 

UoOOO expended 

].QL.Dt next sr.ooo lUI~ 

-2-

If the jnstallation pr 

investment is &ade in 

a bujldjng not used 

as a residgnce: 

~ .l1!n 5lf._f.iJ:.U 

s2.ooo expended 

~~of next 

S?,OOO expended 

ZO% of next sz.ooo exognded 
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~Ql_Qf_~xt $loDOO expended 10% of next S?oDOO expended 

~~ treatment js subject to approyal of the department 

of an a~llcatjpn as provided jn 84-J4Q4 ANP HAY NOT BE 

CLAIMED FOR EXPEUQITUBES AND CAPITAL INVESTMENTS FINANCED BY 

A STAT~• FEOERAlt QR PRIVATE GRANT FOR DEVELQPMENI Of 

RENEWABLE ENERGY SOURCES.• 

Section 2, Section 8't-202o R.t.K. 194lo is amended to 

read as follows: 

•a~t-202. Exemptions fro• taxation. (1) (a) The 

property of the United States, the state, counties, cities, 

towns, school districts, municipal corporations, public 

libraries, buildings with land they occupy and furnishings 

therein owned by a church and used for actual religious 

worship and for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of 

such buildings owned by a church, such other property as is 

used exclusively for agricultural and horticultural 

societies, for educational purposeso hospitals and places of 

burial not used or held for private or corporate profit, and 

institutions of purely public charity, evidence of debt 

secured by aortgages of record upon real or personal 

property In the state of Montana, and public art galleries 

and public observatories not used or held for private or 

corpcrate profit, are exe~pt from taxation, but no more land 

than is necessary for such purpose is exe~pt. 
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(b) As used in this subsection, the term •institutions 

of purely public charity• shall include organizations owning 

and operating facilities for the care of the retired or aged 

o~ chronically ill which are not operated for gain or 

profit; and the ter•s •public art galleries and public 

observatories• shall mean only such art galleries and 

observatories whether of public or private ownership, as are 

open to the public, without charge or fee at all reasonable 

hours, and are used for the purpose of education only. 

(2) W'oen a clubhouse or building erected by or 

belonging to any society or organization of honorably 

discharged United States soldiers, sailors or aarines vho 

served in army or navy of United States, is used exclusively 

for educational, fraternal, benevolent or purely public 

charitable purposes, rather than for gain or profit, 

to9ether with the 1 ibrary and furniture necessarily used in 

any such building, such property Is exe~t from taxation, 

and all property, real or personal, in the possession of 

legal guardians of incoMpetent veterans of the World War or 

minor dependents of such veterans, where such property is 

funds or derived from funds received from the United States 

as pension, co•pensationo insurance, adjusted cOMpensation, 

or gratuity, shall be exeMpt from all taxation as property 

of the United States while held by the guardian, but not 

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

_.,_ 
HB 292 



April 13, 1977 

SENATE 
STANDING CCM-1I'ITEE REPORI' 
Committee on Taxation 

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

1. Amend page 21, section 7, line 22. 
Following: line 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 11 

Strike: 11 COnstructing or installing a recognized nonfossil form 
of energy generation or 11 

2. Amend page 3, section l, line 4. 
Following: "FO~" 

Insert: 11 SO much of the" 
Following: "INVESTMENTS 11 

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 pdge 21, section 7, line 23. 
Following: line 22 
Insert: 11 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 MELOY, BRADLEYo HUENNEKENS, VINCENT 

A Bill FOR A~ ACT ENTITLED: •AN ACT TRANSFERRING THE ENERGY 

CONSEKVATIOt, AND ALTERNATIVE ENERGY TAX INCENTIVES FROM THE 

PROPEKTY TA~ TO THE INCOME AND CORPORATION LICENSE TAXES• AS 

DEDUCTIONS; AMENDING SECTIONS 84-202, 84-3D1, 84-1502, 

84-4906, 84-7401. AND 84-7403, RoCoHo 1947• AND PROVIDING AN 

EFFECTIVE DATE.• 

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

Section 1. Section 84-7403, R.c.H. 1947• is a.ended to 

read as follows: 

~84-7403. Tax treatment of certain energy-related 

investments. (1) ~e~-epp++eet+en-by-e-te~e~-epp~eved 

und~r-s~et+en-8~494~-e-e~+te+~ve~tment-by-the--~peye~ 

+n-e-~eee~n+r~d~n~~++-~M-0+-~~~y-~~neretien ~he++-be 

treet~d-by-+he-depe~t8ent-~-revenu~-~+ 

tet--prepe~y--e~eept--+rem-te~etieftY-~t~~ent-~e 

epprei~~d-we+ue--of--the--in~tment--d~--net--eweeed--ene 

hun~ed-thou~end-ee++~~-f*+86T&e6ty-er 

fbt--e+e~~--~e~--prope~tyy-~-def+ned--+~~eet+en~ 

~4-38+-end-84-39rT-fer-~ueh-~t+en-ef-+he--eepr~ed--•o+ue 

of--the-+nw~tMeftt-~et-e~eeed~-ene-hund~d-tho~d-de++~~ 

f$HI6y66et ... 
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t~t--~pen-ePr+i~et+en-by--e--te~pey~~--ep~ed--under 

~e~+en--&+-~+84T--e-~++e+-+nve~t~n-e-bu~~-by-the 

t:e~peyer-fer-en-en~y-eo~erwe++on-~~~++-be-~eeted 

by-+he-d~e~t~ent ef ~ewenue-es--e+~~ft+--propertrt e~ 

def.f.fted--~---et+on~--&4~9!: end e+-3ei!t 'to t:he ext:en-+M 

eppre+~ed-•e+ue-~-the-+n•e~--dees--not--e~d--t:~y 

p~eent:--t~*Hit--~--t:he--ep~d--...o+ue-of'-~++di-~ 

wh+eh-the-~...-.tttoen+-+~--~ In addjtjon to all other 

dedye;tjons fro• ad lusted grgss jndjvjdual incgee allowed jn 

co•puting taxable income under Tjtle 84. chapter 42. or from 

gross corporate jncowe allowed jn cgmputjng net jocqwe under 

Title 64• cbaoter 15. a taxpayer •ay deduct a portion pf bjs 

expenditure for COft3trnc~+no==or in3taJJjng o rccoanjced 

nonfou+t-=font=et-eneru=at:nero+ttm:=:or a capital jnyestment 

jn a bujldjng for an energy conservation purpose• in 

accordance y!th the following scbedyle: 

If the installation or 

investment js made in 

a resjdentjaJ bujldjno: 

~~ ~ of first 

u,ooo exp~ 

~lil 20.1 of next 

H, 000 expended 

20% of next 11.000 expended 

-2-

If the jnstallatjoo or 

investment js made jn 

a byjldjog not used 

as a resjdgnce: 

~~of first 

S2o000 expended 

~ ~ of next 

sz,ooo expended 

20% pf next sz,ooo expended 

HB 292 
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10% gf next $1,QQO expended 10% of next s2.000 expended 

This tax treatment js subject to apprgyal of the department 

of an application as proyjded In 84=7404 ANP MAY NQI BE 

'LAIMED FQR SQ MUCH Qf THE EXPENDITURES ANO tAPITAL 

INVESINENIS AS ARE FINANCED By A STATE, EEQEBAL, OR PRIVATE 

GRANT FQR Bt;YELBPMENT BE 8ENEW.t;Bt£=fttEftii¥=28tftHif5 .ElifR.liY 

CONSERVATION.• 

Section 2. Section S"t-202• B,,,M. 1947• is amended to 

read as toll ows: 

•84-202. Exe•ptioos from taxation. (1) (a) The 

property of the United States. the state, counties, cities. 

towns, school districts, municipal corporations, public 

libraries, buildings with land they occupy and furnishings 

therein owned by a church and used for actual religious 

worship and for residences of the clergy, together with 

adjacent land reasonably necessary for convenient use of 

such buildings owned by a church, such other property as is 

used exclusively tor agricultural and horticultural 

societies. for educational purposes, hospitals and places of 

burial not used or held for private or corporate profito and 

institutions of purely public charity, evidence of debt 

secured by mortqaQes of record upon real or personal 

property in the state of Montana, and public art galleries 

and public observatories not used or held for private or 

corporate profito are exempt fro~ taxation. but no more land 
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than is necessary for such purpose is exe~pt. 

(b) As used in this subsection, the ter~ •institutions 

of purely public charity" shall include organizations owning 

and operating facilities for the tare of the retired or aaed 

or chronically ill which are not operated for gain or 

profit; and the terms •public art galleries and public 

observatories• shall ~ean only such art galleries and 

observatories whether of public or private ownershiP• as are 

open to the publico without charge or fee at all reasonable 

hourso 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 honorably 

discharged United States soldiers. sailors or .arines who 

served in ar•y or navy of United States, is used exclusively 

for educational, fraternal, benevolent or purely public 

charitable purposes, rather than for gain or profit• 

together ~ith the library and furniture necessarily used in 

any such building. such property is exempt from taxation, 

and all property. real or personalo in the possession of 

legal guardians of incoapet~nt veterans of the World War or 

minor dependents of such veterans, where such property is 

funds or derived fro~ funds received from the United States 

as pension. compensation, insurance, adjusted compensation, 

or gratuity. shall be exempt from all taxation as property 

of the United States while held by the guardian. but not 

-4- HB 292 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

1't 

15 

16 

17 

18 

19 

2G 

21 

2Z 

23 

24 

25 

HB 0292/0lt 

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

ri9ht on account of removal of legal disability. 

(3) All household qoods and furniture, including 

clocks. mu~ical instruments, sewing machines, wearing 

apparel of •emhers of the family actually used by the owner 

for personal and do.estic purposes, or for furnishing or 

eguippina the family residence are exempt from taxation. 

(4) Freeport merchandise shall be exempt from 

taxation. Freeport merchandise means those stocks of 

mercllandise manufactured or produced outside this state 

which are in transit through this state and consigned to a 

warehouse or other storage facility, public or private, 

within this state, for storage in transit prior to shipment 

to a final destination outside the state, and which have 

acquired a taxable situs within the state. 

Stocks of merchandise do not lose their status 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, firm, partnership. 

association, or other qroup 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. 

(5) [The followino agricultural products are exempt 
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from taxation:] 

(a) All unprocessed, perishable fruits and v~getables 

in farm storage and owned by the producer are exempt from 

taxation. 

(b) All nonperishable unprocessed aoricultural 

products except livestock, held in possession of the 

original producer for less than seven (7) months following 

harvest. 

(c) Livestock, defined as cattle, sheep. horses. or 

•ules, which have not attained the age of nine (9) months as 

of the last day of any month. 

(6) Moneys and credits are exempt fro• taxation. 

t'ft--A-eftf'+te+-~ve~i:wteM-4n----t""eeeg~d--nonf'~ 

~e..---ef'--efteflJY~1!1i:+~-~-i:e-1:he--oteni:1'1"'ev+ded 

ander~ee-t:+en-&~~te7.• 

Section 3. Section 84-301, R.c.M. 1947, is amended to 

read as follows: 

"B't-301. Classification of p~operty for taxation. For 

the purpose of taxation the taxable p~operty in the state 

shall be classified as follows: 

Class One. The annual net proceeds of all mines and 

Mining clai~s. except coal mines, after deductinq only the 

expensas specified and ~llowed by section 84-5'>03; also 

where the riqht to enter upon land, to explore or prospect. 

or diq fo~ oil, gas, coal or mineral is reserved in land or 

-6- H8 292 
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received by mesne conveyance (exclusive of leasehold 

interests), devise or succession by any person or 

corporation, the surface title to which has passed to or 

re•ains in another, the state department of revenue shall 

determine the value of the riqht to enter upon said tract of 

land for the purpose of digging, exploring. or prospecting 

for gas, oil, coal or •ineralso and the same shall be placed 

in this classification for the purpose of taxation. 

Class Two. All agricultural and other tools, 

i•ple~nts and machinery, gas and other engines and boilers, 

threshing •achines and outfits used therewith• automobiles, 

motor trucks and other power-driven cars, vehicles of all 

kinds except mobile ho.eso boats and all watercraft, 

harness. saddlery and robes and except as provided in Class 

Five (a) of this section, all poles, lines, transformers, 

transformer stations, meters, tools, iaprovements, machinery 

and other property used and owned by all persons, firms, 

corporations, and other organizations which are engaged in 

the business of furnishing telephone communications. 

exclusively to rural areas. or to rural areas and cities and 

towns provided that any such city or town has a population 

of eight hundred (BOO) persons or less; and provided 

further, that the average circuit miles for each station on 

the system is more than one and one-quarter (1 l/4) miles. 

Class Three. livestock, poultry, and unprocessed 
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products of both; furniture and fixtures used in commercial 

activities; the annual gross proceeds of underground coal 

mines; and all office or hotel furniture and fixtures, 

except improvements included in Class Nine. 

Class Four. (a) All land, town and city lots, with 

improvements, except improvements included in Class Nine, 

and all trailers affixed to land owned, leased, or under 

contract or purchase by the trailer owner, aanufacturing and 

mining machinery, fixtures ~nd supplies, except as otherwise 

provided by the constitution of Montana, and except as such 

property m~y be included in Class Five, Class Seven or Class 

Eight. 

(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 trade, and except as such property may be included in 

Class Eight. 

Class Five. (a) All poles, 1 ines, transfor.ers, 

transformer stations, meters, tools, improvements, machinery 

and other property us~d and owned by co-operative rural 

electrical and co-operative rural telephone associations 

or9anized under the laws of Montana except those within the 

incorporated limits of a city or town in which less than 

ninety-five per cent (95%) of the electric consumers and/or 

telephone users are served by a co-operative organization, 

-8- HB 292 
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and as to the property enu.erated in this sub-section (a) 

within incorporated limits of a city or town in which less 

than ninety-five per cent (95%) of the electric consumers or 

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

property sh;,l1 be put in Class Two. 

(b) All unprocessed agricultural products either on 

the farm or in storage, irrespective of whether said 

products are owned by the elevator, warehouse or flour mil] 

owner or company storing the same• or any other person 

whomsoever, except all perishable fruits and vegetables in 

farm storage and owned by the producer, and excepting 

livestock and poultry and the unprocessed products of both. 

(c) The dwellinq house, and the lot on which it is 

erected, owned and occupied by any resident of the state, 

who has been honorably discharged from active service in any 

branch of the armed forces, who is rated one hundred per 

cent (100%) disabled due to a service-connected disability 

by the United States veterans administration or its 

successo~s. 

In the event of the veteran's deatho the dwelling 

house, and the lot on which it is erected, so lonq as the 

surviving spouse remains unmarried and the owner and 

occupant of the property, shall remain within this 

classification. 

Class Six. Property formerly included in this class is 
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now cl.assified by section 84-308, R.c.M. 19to7. 

Class Seven. (a) All new industrial property. New 

industrial property shall mean any new industrial plant, 

including lando buildings, machinery and fixtures whicho in 

the determination of the state department of revenue, is 

used by a new industry durlno the first three (3) years of 

operation not havinq been assessed prior to July 1 9 1961 9 

within the state of Montana. New industry shall mean any 

person, corporation. firm, partnership, association, or 

other group which establishes a new plant or plants in this 

state for the operation of a new industrial endeavor, as 

distinguished from a mere expansion, reorganization, or 

merger of an existing industry or industries. Provided, 

however, that new industrial property shall be liMited to 

industries that .anufacture, millo mine. produce, process or 

fabricate materials, or do si•ilar work in which capital and 

labor are employed and in which •aterials unserviceable in 

their natural state are extracted, processed or made fit for 

use or are substantially altered or treated so as to create 

co•mercial 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 

Manual, prepared by the United States office of manaoeMent 

and budoet; and in no event shall the term new industrial 

-10- HB 292 
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prooerty be included to mean property used by retail or 

wholesale merchants. co-.ercial services of any type. 

agriculture, trades or professions. New industrial oroperty 

does not include a plant which will create an adverse impact 

on existing state, county, or municipal services. The 

department shall 

determination of 

pro•ulqate re<lulations for the 

what constitutes an adverse imoact taking 

into consideration the number of people to be employed and 

the size of the connunity in which the location is 

contemplated. Once the department has made an initial 

determination that the industrial facility qualifies as new 

industrial property, the departaent shall then upon proper 

notice hold a hearing to determine if the new industrial 

classification should be retained by the property. The 

local taxinq authority aay appear at the hearing, and it 

also may waive its objection to retention of this 

classification if the industry aorees to the prepayment of 

taxes sufficient to satisfy tax requirements created by the 

location and construction of the facility during 

construction period. 

In the event of a prepayment of taxeso the •axi•u• 

amount or prepayment shall be the aaount without the 

application of the Class 1 (a) to such property. 

If a major new industrial facility qualifies under 

Class 1 (a) the reduction of it~ yearly payment of property 
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taxes for reimbursement of its prepaid taxes as provided for 

in section 84-41-105, R.c.M. 19~7, shall not begin until the 

Class 1 qualification expires. And provided further. 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 lonQer. Any person, corporation, firm. partnership, 

association or other qroup seekinq to qualify its property 

for inclusion in this class shall make application to the 

state departMent of revenue in such Manner and for• as may 

be require~ by said department. 

(b) Business inventories. Business inventories shall 

include goods intended for sale or lease in the ordinary 

course of businesso and shall include raw materials and work 

in progress with respect to such qoodso but shall not 

include qoods actually leased or rented on the lien date, or 

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

his stock in trade. 

(c) Air pollution control equipment as defined in 

section 69-3923. 

tdt--A-eep~-~ft¥eS~~-+ft--ft--~eeqft~ftOftfOSStT 

+&r.--e+--ene~y--~fteret~efty--~e--tfte-~~e~-~~O¥+~aftd~ 

see~~eft-&+-~+&3w 

Class Eiqht. tftt ~ny improvement on real property, 

trailers affixed to land or mobile home belonginq to any 
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person who qualifies under any one or Rare of the 

herein~fter set forth categories. with appurtenant land not 

exceeding five (5) acres. which together have a Market value 

of not more ~han twenty-seven thousand five hundred dollars 

(S27.500), which dwelling is owned or under a contract for 

deedt 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) years of age or older, 

whether with or without •inor dependent children, who 

qualifies under the inco.e liMitations of (4)• or 

(2) a widower sixty-two (62) years of age or older, 

whether with or without minor dependen~ children. who 

qualifies under the income li•itations of (41• or 

(31 a widow or widower with Minor or dependent 

children regardless of aqe, who qualifies under the income 

limitations of (41• or 

(4) a recipient or recipients of retirement or 

disability benefits whose income from all sources is not 

more than six thousand dollars (Sb,OOO) for a single person 

and six thousand eight hundred dollars (S6,800) for a 

married couple total per annu~ whether said dwelling is 

occupied by a single person or a married couple. Provided• 

further, that one who applies for classification of property 

under this class must make an affidavit to the state 

depart~ent of revenue on a form as may be provided by the 
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state. department of revenue supplied without cost to the 

applicant, as to his income, if applicable, as. to his 

retirement benefits, if applicable, oro as to his marital 

status, if applicable• and to the fact that he or she 

actually occupies or maintains as his or her primary 

residential dwelling. such land and improveJRents with right 

of the county welfare board to investigate the applicant, on 

the completion of the form. as to answers given on the form. 

Provided, further. 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 

class, unless the owner-resident makes a substantial 

i.prove•ent in the dvelling. For the purposes of the 

affidavit required for classification of property under this 

class, it shall be sufficient if the applicant signs a 

statement SMearing to or affirming the correctness of the 

information supplied, whether or not the statement is siqned 

before a person authorized to adainister oaths• and mails 

the application and state0ent to the department of revenue. 

This signed statement shall be treated as a statement under 

oath or equivalent affirmation for purposes of section 

94-7-l03t R.t.". 1947, relating to the cri•inal offense of 

false swearing. 

tbt--A-eep+~e+-+ftYe~~m~-~-e-bu+~+e~en--efte~Y 

eon~erYe~+on--pH~~eT--~e-the-~e~-prOY+ded-uftd~-~et+eft 

-14- HB 29l 



1 

2 

3 

4 

5 

6 

7 

e 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2't 

25 

HB 0292/04 

ii+-~-

Class Nine. The incremental increase in the value of 

real estate attributable to repairing, •aintainin<t or 

i•proving existing improve.ents. 

Class Ten. The annual gross proceeds of coal mines 

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 

taJ for cooperatives, and all other property not included in 

the ten flO) preceding classes.• 

Section 4• Section B'r-1502• R.c.H. 1947, is a.anded to 

read as follows: 

•84-1502. Deductions allowed in computing inca.e. In 

computing the net inca.e the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

1. All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation ·hereinafter 

contained• rentals or other pay~ents 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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title, or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

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

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

2. lA) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwise, including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be determined according to the 

provisions of section 167 of the internal revenue code in 

effect with respect to the taxable year. All elections for 

depreciation shall be the same as the elections made for 

federal inco.e tax purposes. No deduction shall be allowed 

for any amount paid out for any buildings, 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 makino good 

the exhaustion thereof for which an allowance is or has been 

made. 

(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 
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loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

•net operatin~ loss• means the excess of the deductions 

allowed by this section, 84-1502, over the gross income, 

with the ~odifications specified in paragraph (b) of this 

subsection. If for any taxable period beginnino after 

Oecember 31, 1970, a net operating loss is sustained, 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 shall be a net operating loss carryover to 

each of the five (5) taxable periods following the taxable 

period of such loss. The portion of such loss which shall be 

carried to each of the other taxable years shall be the 

excess, if any, of the amount of such loss over the sum of 

the net income for each of the prior taxable periods to 

which such loss was carried. For purposes of the preceding 

sentence, the net income for such prior taxable period shall 

be computed with the modifications specified in oaragraph 

(b) (ii 1 of this subsection and by determining the amount of 

the net operating loss deduction without regard to the net 

operatinQ loss for the loss period or any taxable period 

thereafter, and the net income so computed shall not be 

considered to be less than zero. 

(~) The modifications referred to in paragraoh (a) of 

this subsection shall be as follows: 
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1. q No net operating loss deduction shall be allowed. 

(ii) The deduction for depletion shall not e~ceed the 

amount which would be allowable if computed under the cost 

method. 

(C) A net operating loss deduction shall be allowed 

only with reqard to losses attributable to the business 

carried on within the state of Montana. 

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

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prior to the date of •erger. 

In the case of a consolidation of corporations, the new 

corporate entity shall not be allowed a deduction for net 

operating losses sustained by the consolidated corporations 

prior to the date of consolidation. 

(e) Notwithstanding the provisions of section 

84-1506.l(cJ, R.C.H. l947t interest shall not be paid with 

respect to a refund of tax resulting from a net operating 

loss carryback or carryover. 

(f) The net operatina loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

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

respect to taxable periods beqinning on or after January 1, 

1971. 

3. In the case of Mines, other natural deposits, oil 
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and qas wells, and timbero a reasonable allowance for 

depletion and for depreciation of improvements. such 

reasonable allowance to be determined accordino to the 

provisions of the internal revenue code in effect for the 

taxable year. All elections made under the internal revenue 

code with respect to capitalizing or expensing exploration 

and develop.ent costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

4. The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its incORe is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this act. 

5. Interest income from obligations of the state of 

Montana, or any political subdivision or municipality of the 

state of Montana. 

6. Taxes paid within the year except the following: 

(a) 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 measured by net income 

or profits imposed by authority of the government of the 
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United States. 

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

or measured by net income or profits. 

!71 That portjon of an energy-related jnyestpent 

allowed as a deduction yoder 84-1403. 

Taxes deductible under this act shall be construed to 

include taxes imposed by any county, school district or 

municipality of this state.• 

Section So Section 84-4906, RoCoHo 1947o is amended to 

read as follows: 

•84-4906. Deductions allowed in computing net income. 

In computin~ net income, 

deductions: 

there shall be all owed as 

(a) The items referred to in sections 161 and 211 of 

the Internal Revenue Code of 1954o or as sections 161 and 

211 shall be labeled or amended, except that state income 

tax paid shall not be deductible and also subject to the 

exceptions provided in section 84-4909o relating to items 

not deductible. 

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

( c 1 That pgrt j go gf an energy eel .3ted j nye5tment 

allowed as a deduction under 84-7403.• 

SECTION 6. LEGISLATIVE INTENT. II IS THE INTENT Of 

THE lEGISLATURE THAT NO PEQUCTION UNQER THIS ACT BE ALLOHEQ 

FOR CAP1TAL INVESTMENT FOR AN ENERGY CQNSEBVAIION PRACTICE 

-20- HB 292 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

HB 0292/04 

IN THE NEW CONSTRUCTION OF A BUILQING IF THAI CAPITAL 

INVESTMENT HOULQ HAVE BEEN HAQE UNQEB ESTABl ISHED STANQARQS 

DE NEW CONSTRUCTION. THE DEPARTMENT OF REVENUE SHALL ADQPT 

RULES TO IMPLEMENT THIS LEGISLATIVE INTENT. SUCH RULES SHALL 

JlE BASED ON THE BEST CURRENTLY AVAILABLE METHODS Of 

ANALYSIS, INCLUQING THOSE DE THE NATIONAL BUREAU Of 

SIANQARQS, THE QEPARTMENT Of HOUSING ANQ URBAN QEVELOPME!fl• 

ANQ OTHER FEDERAL AGENCIES ANQ PROFESSIONAL SOCIETIES ANQ 

MATERIALS PEVELOPEP BY THE PEPARTHENT Of REVENUEe PROVISIONS 

~L BE HAQE EQR AN ANNUAL UPQATING Of gULES AND STANQARQS 

AS RE!JUl.B£P.a 

if£JION 7. SECTION 84-74Q1• R.C.M. 1947• IS AMENDEQ TO 

REAP AS fQLl PHS: 

•64-7401. Statement of purpose. The purpose of this 

act i5 to encouraae the use of alternative energy sources 

and the conservation of energy through incentive proqra•s• 

17 Such incentives are to be made available to the energy user 

18 on a basis which requires him to take the initiative in 

19 obtaining a particular incentive. ~"*~-~~~ i~ no~-1n~ended 

20 ~~-requ~e-on--o~essor--~-~Y&+ue-~~y--ew~~--upon 

21 re~e~~--o~--e-~o~~y-do~~men~ed oftd-~rooed app~~~on. 

22 This act allows but does not require a public utility to 

23 extend credit for energy conservation investments.• 

24 SECTION 8,__LDQRQINATIQN WITH OTHER LEGISLATIONe IE 

25 HOUSE BILL 70 IS ENACIEQo THEN IN LIEU Qf THE AM~NQMENTS TO 
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84 301 ENACTEQ BY THIS ACTo CLASSES FIFTEEN ANQ EIGHTEEN IN 

HOUSE BILL 70 SHALL BE FURTHER AMENQEQ BY DELETING 

REFERENCES TO CAPITAL INVESTMENTS IN RECOGNilEP NONEQSSIL 

EORMS OF ENERGY GENERATION ANQ IN BUILDING FOR AN ENERGY 

CONSERVATION PURPQSEe 

SECTION 91 EXTENSION QF EXISTING CLASSIEI,AJIONS. ANY 

CLASSIEI,ATION Of PROPERTY UNQER THE PROVISIONS OF 84=74Q3o 

Re,.M. 1947. THAT EXISIEQ PRIOR TQ THE EFFE,TIVE QAIE__Df 

THIS A,J, APPROVED BY THE QEPARTMENT Of REVENUE BEFORE APRIL 

19w 191Io SHAll CONTINUE IN EFFE'T QNTIL QE,EHBER 31w 1982 8 

ON JANUARY J, 1983o THE TAXABLE PERCENTAGE Of SU'H PROPERTY 

SHALL BE QETERMINEQ UNDER CHAPTER 3o TITLE 84, 8 8 , 8 M. 1947, 

pg THAI 'HAPTER AS IT MAY BE RE,QDIEIEQ QR AMENDEPe 

Section 10. Effective date. This act applies to all 

taxable years beginning after Pece•ber 31 9 ~~~~ ~. 

-End-
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