
45th legislature LC 0611/01 

2 INTRODUCED BY 

~ II BILL NO • .s.J.!l 
,AI~~ •:_?'-~ /t.L~l 

3~ 
4 A BILL FOR AN ACT ENTITLED: •AN ACT TO ALLOW AN !~VESTMENT 

5 CREDIT AGAINST INDIVIDUAL INCOME TAX; PROVIDING AN EFFECTIVE 

6 DATE•" 

1 

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

9 Section 1. Purpose. The purpose of this act is to 

10 allow small corporations. unincorporated businesses. and 

11 partnerships whose proprietors or partners report business 

12 income under the individual income tax to take the same 

13 investment credit allowed against federal taxes and thus to 

14 stimulate capital investment by the small business sector. 

15 Section 2. There is a new section in Title 84• chapter 

lo 49• R.c.M. 1947• that reads as follows: 

11 Investment cre~it. There is allowed. as a credit 

ld against the tax imposeo by 84-4902 and 84-4902.1• a 

19 percentage of the investment in certain depreciable property 

20 equal to the percentage of invest~2nt in such property 

21 allowed under section 38 of the Internal Revenue Code of 

22 1954• as a~ended. or as section 38 may be renumoered or 

23 a•ended. y6{jyf' 
24 Section 3. Application date. This act applies to all 

25 taxable years beginning after December 31• 1977. 

-End-

I N T R 0 D U C E D 8 1 L L 



STATE OF MONTANA 
REQUEST NO. 320-77 

FISCAL NOTE 

Form BD-15 .....,i 

In compliance with a written request re~aived February 2 19 _ll_ , there is hereby submitted a Fiscal Note 

for--- House Bill 599 pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION 

This bill allows an investment credit against individual income tax; provides an effective 
date. 

ASSUMPTIONS 

The Department of Revenue has no data which is useful in predicting the effect on income 
tax revenue that enactment of this bill might produce. The latest Federal income tax data, 
obtained from the Office of Tax Research, U. S. Department of the Treasury, indicates that 
about 3% of the Federal individual income tax returns for 1974 (approximately 2.5 million 
in number) utilize the credit. The decrease in Federal tax collections was approximately 
$2 billion or about 1.3%. 

If the proposed legislation were enacted and if Montana proprietors, partnerships, and 
small business corporations were to avail themselves of the credit in numbers similar to ~ 
those who currently utilize the Federal credit, it would mean that there would be about 
10,000 state returns involved. ThP prospective decrease in income tax collections is much 
more difficult to estimate. However, since a tax credit is involved and since state income 
tax liability is ordinarily considerably smaller than Federal liability, it follows that 
the state tax liability of those using the credit would be reduced by a greater percentage 
than their Federal liability. It can then be inferred that state tax collections might 
be decreased by considerably more than the 1.3% experienced by the Federal Treasury. 

In any event impact from this proposed legislation would not be felt until FY 79 because 
of the effective date. 

PREPARED BY DEPARTMENT OF REVENUE 

Office of Budget and Program Planning 

Date: ..::t- ·~ - 2 7 -.,1 
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HOUSE BILL NO. 599 

Approved by Committee 
on Taxation 

INTRODUCED BY LIEN, FAGG; 

HIRSCH, UNOEROALt CONROY, SIVERTSEN 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW AN INVESTMENT 

CREDIT AGAINST INDIVIDUAL INCOME TAX AND C08PORATIQN LICENSE 

IAl; PROVIDING AN EFFECTIVE DATE.• 

BE IT ENACTED BY THE LEGISLATURE Of THE STATE Of KONTANA: 

Section 1. Purpose AND DEFINITJQN. ~The purpose of 

this act is to allow saall eerDOrBtiens• .nieeerper~ed 

b~•nessesy--and--pertner~whose-proprie~rs or partners 

report:-tnts+ne-- inc- ·-"der tile '"di wldael-,-+fte- t:-

BUSINESSES THAT MEET THE DEFINITION ESTABLISHEp IN THIS 

SECTION to take the same investment credit allowed against 

16 federal taxes and thus to stimulate capital investeent by 

17 the small business sector. 

ld (~! FOR THE PYRPQSES Of THIS ACTt •SMALl BUSINESS• 

19 MEANS A_ BUSINESS THAT IS INQEPENDENJLY QMNEQ AND QPERAIEp 

20 AND THAT IS NOT DOMlNANI IH__lli__EIELO OF QPERAIIQN. THE 

21 OEPAIUHEHT Qf' 8EVENIJE SHAI L ESTABLISH A DETAILED QEFINITIQN 

l.l .tl'Lii!Jlb USING IN ADD IT ION TO THE- EOREGOING_L_IUI.f1UAL_-1il.l:lf& 

23 ~&liE&l!_ THAT QO NOT EXCEED lHQSE ESTABLISHED IN Illtf llo 

24 ~ER 121 OF THE CODE Of fEQEBAL REGULATIONS, AS AHENQED. 

25 ~~_BUSINESS• SHALL EU8THER MEAN A BUSINESS QDHICILED IN 
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KQNIANA 08 THAI EHPLOXS.MPRE THAN 50& Of ITS TOTAL EMpLQYEQ 

.ll&~tirlU WITHIN THE STATE ANOt IE INCOI!.PQRAJEQ, IS 

lNCQRPORAIED IN HQNTANA• 

Section z. There is ,a new section in Title 8~, c~pter 

49o R.c.M. 19~7, that reads as follows: 

Investment credit. There is allowedo as a credit 

agaln&t the te~ ~ iaposed by 8~902 ~ 8~90Ze1o AHD 

.a.tll!U a percentage of the invest.ant in certain 

depreciable property equal to the percentage o~ invest.ent 

in such property allowed under sectiOA 38 of the Internal 

Revenue Code of 195•• as a.andedo or as section 38 .. y be 

renumbered or a-nded. 

Section 3. Application date. ibis act applies to all 

taxable years beginning after Dece.Oer 31, 1977. 

-End-

-~- HB 599 
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HOUSE Sill NDo 599 

INTRODUCED BY LIEN, FAGG, 

HIRSCH, UNOEROAL• CONROY, SIVERTSEN 

A Bill FOR AN ACT ENTITLED: "AN ACT TO ALLOW AN INVESTMENT 

CREDIT AGAINST INDIVIDUAL INCOME TAX ANQ CQRPQRAJIQN LICENSE 

}AX; PROVIDING AN EFFECTIVE DATE.• 

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

Section 1. Purpose ANQ DEFINITION. ~ The purpose of 

this act is to allow s~~al t eerJiot'H~..--ttlritleorJ!ei'Med 

bltS+ttesses,.--.md-pet'i:ne-r~whose-l"'OPf' iei:ors or J>BP t:

r~ort-b~~---+ne---tmtfeto-~e-Tftd+riftri--1-fte---~ 

BUSINESSES THAI BEET lHE DEFINIIIQN ESTABLISHfO IN THIS 

SE(JION to take the same investment credit allowed against 

16 federal taxes and thus to stimulate capital investaent by 

17 the small business sector. 

l~ (21 FOR THE pURpOSES Of THIS ACTo •SHALL BUSINESS• 

19 ~~~A BUSINESS THAI IS IIQEPENQfNTLY ONHEO AHP OffRAIEQ 

20 ANO !riAl IS NOT OPMINANI IN ITS flflQ Qf . OPERATION. THE 

21 QLlA&~ Qf BEYENUE SHML ~STABLISK A DfiAILED QEFINITIQN 

ll SY RUlEo USING IN ADDITION TO THE FQREGDING CRIIEKIAI__a{Hf& 

23 C&JTERIA THAT PO NOT EXCE~D JHQ$E ESIABLISHEO IN TITLE llo 

l4 ~PieR 121 Of THE tQQE Of FfDf8Al REGUL&TIQNSt AS AHENQED. 

25 ~L__aUSINESS" SHALL FURTHER MEAN A BUSINfSS QOMICILfD IN 
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MQMIANA OR IH&I £HPLQYS .MQRE THAN 50% Of ITS IOTA[ fKPLOXfP 

PEBSQNN~l WITHIN THE SI&IE ANO. If JHCQRPQR&TEQo IS 

lNCQRPOBATEQ IN MONJ&NA• 

Section 2. There is .a new section in Title 81t, chapter 

49, s.c.H. 1947o that reads as follows: 

Investment credit. There is allowed, as a credit. 

against the ~· !AXES i~osed by 8.,_.902 ~ 84-~90Z.lo AHD 

~~ a percentage of the invest.ent in certain 

depreciable property equal to the percentage of invest.ent 

in such property allowed unde~ sectiOA 38 of the Internal 

Revenue Code of 1951t, as aaendedw or as section 38 .. , be 

~enuabered or amended. 

Section 3. Application date. This act applies to all 

taxable years beginning after December 31, 1977. 

-End-

-2- HB 599 



April 5, 1977 

STANDING COMMITTEE REPORT 
Senate Committee on Taxation 

That House Bill No. 599 be amended as follows: 

l. Amend page 1, section 1, line 15. 
Following: "take" ' 
Strike: "the same" 
Insert: "one-fifth" 

2. Amend page 1, section 1, line 19 through line 3 on page 2. 
Following: "IS" 
Strike: "INDEPENDENTLY OWNED AND OPERATED AND THAT IS NOT DOMINANT IN 
ITS F~ELD OF OPERATION. THE DEPARTMENT OF REVENUE SHALL ESTABLISH A 
~ILED DEFINITION BY RULE, USING IN ADDITION TO THE FOREGOING CRI
TERIA, OTHER CRITERIA THAT DO NOT EXCEED THOSE ESTABLISHED IN TITLE 13, 
CHAPTER 121 OF THE CODE OF FEDERAL REGULATIONS, AS AMENDED, "SMALL 
BUSINESS" SHALL FURTHER MEAN A BUSINESS DOMICILED IN MONTANA OR THAT 
EMPLOYS MORE THAN 50% OF ITS TOTAL EMPLOYED PERSONNEL WITHIN THE STATE 
AND, IF INCORPORATED, IS INCORPORATED IN MONTANA" 
Insert: "eligible to elect to be taxed under the provisions of 
84-1501.2, whather or not such election is made" 

3. Amend page 2, section 2, line 9. 
Following: "equal to" 
Insert: "one-fifth" 

4. Amend page 2, section 3, line 14. 
Following: "December 31," 
Strike: "1977" 
Insert: "1976" 
Following: "." 
Insert: "A credit may not be carried back to any taxable year 
commencing in 1976 or earlier." 



April 7, 1977 
SENATE 

COMMITTEE OF THE WHOLE 

That House Bill No. 599. be amended as follows: 

1. Amend page 1, section 1, line 11. 
Following: "to allow" 
Insert: "individuals and" 
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HOUSE BILL NO, 599 

INTRODUCED BY LIEN, FAGGo 

HIRSCHt UNOEROALo CONROY, SIVERTSEN 

A BILL FOR A~ ACT ENTITLED: nAN ACT TO ALLOW AN INVESTMENT 

tREOif AGAI~ST INOIVlOUAL INCOHE TAX AND CQKpQRATIOH LICENSE 

!Al; PROVIDING AN EFFECTIVE DATE,• 

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

Section 1. Purpose AND DEFINITION, iLl The purpose of 

this act is to allow INDIVIDuALS AND s.all eorpore~ioftsy 

ttftffteorJ'O'"ts't:efl lttts I t~e:ss--.- and ~~-,- wl\ose 

p1"~CMt-cr-per1:rter_..,.,__~~--*"ec.e •oder 'tM 

BUSINESSES THAT MEET THE QEEINIIIQH 

ESTABLISH~IHIS SECTION to take the--~ ONE=FIFTH 

investment credit allowed against federal taxes and thus to 

stl•ulate capital investment by the s•all business sector. 

!21 FOR THE PURPOSES OF THIS ACTt •SMALL BUSINESS• 

MEANS A BUSINESS THAI IS fNBEPENBEN}t;'f--8VHE!bj!;NtHifitt*ff9 

20 ltH9=fHid=i5=HBf=98M1Wft=tit=ff5==£ttf;9==Bf==flftR*ftft!tr==fitf 

21 ilt:HftfflfttJ-ti£--RftEittiE-!ilt$H: -:-ESftriiH5rHt-BHAtt£B-Bf£fl'ttfi6fl 

l2 &¥-fttiHy=ttsfH6 iH=AtiS+Heti H=ftiE=ftiE681N& UlfERUw =IHHH\ 

23 tSifERtA--•HAf--9Q=Nef=£*&Ef§=fH&SE-fifA&tf£HES=Tk=ftf~-t3Y 

24 &HtrPfffi-=ietBf=fitf-£Ht-9F-fetfiV<i:=f\tWttrHQHSr=AS= 6H ENBEBt 

2 5 •5MI±--Qtf5£Nfff.L:51:1ti:t=ffiftfHE6-ttE..ttht-i!tiffttfS7-Bettffti:Eft-iH 
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!!!Htf!\H1t-Sfl=l11~t:ft¥5=tltHtf=ti1itH=SH-8f=HT=f8flk*==t'HPt:Sffe 

~NH£t---WtfHitir-=fHE 3J6fE 6;H9t IF fN§8ftP8B6128w IS 

iH&Bftf9ftaffS=tti=ft8NfAM6 ELIGIBLE TO ELECT TO BE TAXED yNDER 

THE PROVISIQhS Of B4-15Ql,Ze WHETHER OR NOT SUCH ELECTIJN IS 

H.Ailf..a 

Section 2. The~e os a new section in Title B4w chapter 

49, ~.c.M. 1947o that reads as follows: 

Investment credit. There is allowed, as a c~edit 

against the ~a. ~ o~osed by 84-4902 aftd~ 84-4902·1• AHQ 

Bt-1501 a percentage of the invest8ent in certain 

depreciable property equal to QMf=FIFTH the percentage of 

invest.ent in such property allowed under section 38 of the 

Internal Revenue Code of 1954, as a.ended, or as section 38 

•ay be renumbered or a-nded. 

Section 3. A~plication date. This act applies to all 

taxable years b@9inning after Oecetlber 3lw :t'i'Fl' .12I.Q, A 

CREDIT MAY NOT BE CA88IEO BACK TO ANY TAXABLE YEAR 

CQaMENtiNG IN 1976 OR EARLIER. 

-End-

-2- HB 599 


