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1 has not paid Montana state income tax; provideds howevers
2 INTR?;UCED BY . WM Z 2 that where domestic corporations are taxed on income derived
3 Wn\ g""")‘\ M 7‘1{-—-...,&, 3 from without the states salaries of officers paid in
“ A BILL FOR AN ACT ENTITLED: AN ACT PROVIDING FOR THE 4 connection with securing such income shall be deductible.
5 DEDUCTION OF CORPORATE CHARITABLE CONTRIBUTIONS AND GIFTS IN 5 2+ (A) A1} losses actually sustained and charged off
-] COMPUT ING NET INCOME FOR THE PAYMENT OF THE CORPORATION 6 within the year and not compensated by  insurance or
7 LICENSE TAX; AMENDING SECTION B4—1502+ ReCeMs 1947.% 7 otherwises including a reasonable atlowance for the wear and
a 8 tear and obsolescence of property used in the trade or
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 9 businessy such aliowance to be determined according to the
10 Section le Section 34~-1502y RelaM< 1947y is amended to 10 provisi§ns of section 167 of the internal revenue code 56
11 read as follows: 11 effect with respect to the taxable year. A1l :elections for
12 "84—1502. Deductions allowed in computing income. In 12 depreciation shall be the same as the elections made for
13 computing the net income the following deductions shall be 13 federal income tax purposese No deduction shall: be allowed
14 allowed from the gross income received by such corporation 14 for -any amount paid out for any buildingss permanent
15 within the year from all sources: 15 improvements or betterments made to increase the value of
16 1= Al the ordinary and necessary expenses paid or 16 any property or estate and no deduction shall be made for
17 incurred during the taxable year in the maintenance and 17 any amount of expense of restoring property or wmaking good
18 operation of its business and propertiesy including 18 the exhaustion thereof for which an atlowance is or has been
19 reasonable allowance for salaries for personal services 19 madee
20 actually randereds subject to the limitation hereinafter 20 {B) (3) There shall be allowed as a deduction for the
21 containeds rentals or other payments required to be made as 21 taxable period & net operating loss deduction determined
22 a condition to the continued use or possession of property 22 according to the provisions of this subsectione The net
23 to which the corporation has not taken or is not taking 23 operating loss deduction is the aygregate of net operating
24 titles or in which it has no quity. No deduction shall be 24 loss carrycvers to such taxable period plus the net
25 allowed for salaries paid upon w?ich the recipient thereof 25 operating loss carrybacks to such taxable periods The term
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"net operating loss™ uéans the excess of the deductions
allowed by this sectiony B84—-1502y over the gross incomes
with the modifications specified in paragraph (b} of this
subsections If for any taxable pericd beginning after
December 31e¢ 1970s 2 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 losse The portion of such loss which shall be
carriad to each of the other taxable years shall be the
excesss if ~anye of the amount of such Yoss over the sum of
the net income for each of -the prior taxable periods to
which such loss was carriede. For purposes of the preceding
sentences the net income for such prior taxable period shall
be computed with the modifications specified in paragrapn
{b) (ii) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operating loss fFor the loss period or any taxable period
thereaftery and the net income so computed shall not be
considered to be less than zero.

(b} The modifications referred to in paragraph {a} of
this subsection shall be as follows:

{i} No net operating loss deduction shall be allowede

(ii)} The deduction for depletion shall not exceed the
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amount which would be aliowable if computed under the cost
method.

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

{d) In the case of a merger of corporationss the
surviving  corporation shall not be allowed a net operating
loss deduction for net operating Jlosses sustained by the
merged corporations prior to the date of mergera

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

{e) Notwithstanding the provisions of section
B84—1508e1 (Che Re Co Moy 1947y interest shall not be paid
with respect to a refund of tax resulting from 3 net
operating loss carryback or carryavere

(f) The net operating 1loss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 3ly, 1970s but shall  be allowed only with
respect to taxable periods beginning on or after January le
1971

3s In the case of miness other natural depositss oil
and gas- wellsy and timbers a reasonables allowance for

depletion and for depreciation of improvements, such
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reasonable allowance to be determined according to the
provisions of the Internal revenue code in effect for the
taxable yeare. A}l electiaons made under the internal revenue
code with respect to capitalizing or expensing exploration
and development tosts and intandible dri!Ting expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposeses

4 Yhe amount of ‘intarest paid within the year on its
indebtedness incurréd in the operation of the business from
which its income is derived; but no interest shall be
2llowed as a deduction if paid on an indebtedness cCreated
for the purchases ﬁaintenénce'or improvement of propegrty or
for the conduct of business unless "the income from such
property or business would be taxable under this acte

Se Interest income from obltigations of the state of
Montanay or any political subdivision or municipality of the
state of Montanas

6. Taxes paid within the year except the foltowing:
{a) Taxes imposed by this acte.

{by 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 Statese

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

e bl
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or measured by net income or profitse

Taxes deductible under this act shall be constroed to

include taxes imposed by any

municipality of this

statee

-End-
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STATE OF MONTANA

REQUEST NO. 7777
FISCAL NOTE '

-’
Form BD-15
in compliance with a written request recaived January 14 , 19 77 . there is hereby submitted a Fiscal Note
for Senate Bill 87 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative 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 amends tbe corporation license tax law in order to allow a deduction in
computing taxable income for charitable contributions and gifts made by a corporation.
ASSUMPTIONS -

1. Actual corporation license tax data for FY 76 indicate that, had the proposed
deduction been available, a loss in revenue to the state amounting to $256,000
would have resulted.

2. Actual ceollections of corporation license-taxrduring FY 76'were $23.020 million,

3. The same percentage decrease as observed in F¥Y 76 will occur in both FY 78 and 79.

4. Corporation license tax collectlons are estimated to be $26. 5 million in FY 78 and
$28.0 million in FY 79.

5. No change in administrative expenses will be noted.

FISCAL IMPACT | FY 78 - FY 79 -

Corp. Lic. tax under current law - $26.5 million | $28.0 million

Corp. Lic. tax under proposed law $26.206 million $27.689 million

DECREASE in Corp. License tax $294,000 $311,000

EFFECT ON COUNTY OR LOCAL REVENUE

None

LONG-RANGE EFFECTS

Revenue from the corporation license tax would be about 1% less under the proposed law
than it wchld be under current law.

CONCLUSION

If the bill ware snacted corporatimﬁ license tax collections for the 1978-79 biennium
would fall approximately $€00,000 below levels currently projected.

BUDGET DIRECTOR (/ L
Office of Budget and Program Planning

Date: /.l T

PREPARED BY DEPARTMINT OF REVENUE
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Approved by Committee
on Texation

SENATE BILL NO. 87
INTRODUCED BY LOWEs MATHERSe THIESSEN

BOYLANs HAGERs LDOCKREMs BROWNs MANNING, HIMSL

A BILL FDOR AN ACT ENTITLED: “AN ACT PROVIDING FOR  THE
DFDUCTION OF CORPORATE CHARITABLE CONTRIBUTIONS AND GIFTS IN
COIMPUTING NET INCOME FCR  THE PAYMENT OF THE CORPORATION

LICENSE TAX; AMENDING SECTION 84-1502s ReleMs 1947."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE DOF MONTANAZ

Section le. Section 84-1502y R.CeMe 19474+ is amended to
read as follows:

»g4-1502« Deductions allowed in computing incomee in
computing tha net income the following deductions shall be
allowad from the gross income received by such corporation
within the year from all sources:

le 41! the ordinary and necessary @xpenses paia or
incurred during the taxable year in the maintenance and
opaeration of its business and propertiess including
reasonable allowance for salarias Ffer parsonal s2rvicas
actualily rendereds subject to  the limitation hereinafter
containedsy 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 tiking
titley, or in which it has no equitye. No deduction snall be
SECOND READING
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allowed for salaries paid upon which the recipient thereof
has not paid MNontana state incose tax; provided, bhowerver,
that where domestic corporations are taxed on income derived
from without the state, salaries of officers paid in
connection with securing such ipcome shall be deductible.

2. {A) All 1losses actually sustained and charged off
within the year and not compensated by imsurance or
otherwise, including a reasopable allcwance for the wear and
tear and obsolescence of property used in the trade cor
business, such allowance to be deterained according to the
provisions of section 167 of the imternal revenue code in
effect with respect to the taxable year. All elections for
depreciation shall be the same as the electiona made for
federal income tax purposes. Ko deduction shall be allowed
for any amount paid out for any buildings, permanent
improvesents or betterments sade to iocrease the valwe of
any property or estate and no deductionm shall be made for
any amcunt 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 allcwed as a deduction for the
taxable period a net operating loss deduction determined
accordiag to the provisions of this subsection. The net
operating loss deduction is the aggregate of pet cperating

loss carryovers to such taxable period rflus the net

-2- SB 87
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operating loss carrybacks to such taxakle periocd., The ters
®net operating loss™ means the excess of the deducticns
allowed by this section, 84-1502, c¢over the gross income,
with the ©wmodifications specified in paragrarh (b) of this
subsection. If feor any taxable pericd begimning after
Decesber 31, 1970, a net operating lcss is sustained, such
loss shall be a net operating loss carryback to each cf the
three {3) taxable periods preceding the tazable pericd of
such loss and shall be a net operating loss carryover to
each of the five (5) taxable periods following the taxzable
periocd 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 sus of
the net incoase 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 periocd shall
be computed with the sodifications specified in paragrarh
{b} (ii) of this subsection and by determi:iing the amount of
the net operating loss deduction without regard tc the net
operating loss for the loss peried or ary tazable period
thereafter, and the net income so cosputed shall not te
considered to be less than 2zero.

{b) The modifications referred to in paragraph (a)}) of
this subsection shall be as followus:

{i}) ¥o net operating loss deduction shall be allowed.

-3~ sB 87
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(ii} The deduction for depleticn shall not exceed the
asount which would be allowable if cosputed under the cost
method.

{c} L net operating loss deducticn shall be allowed
only with regard to losses attributable to the businpess
carried on within the state of Montana.

(d) In the case of a merger of corgcraticns, the
surviving corporation shall not be allowed a net operating
loss dednction for net operating losses sustained by the
werged corporations prior to the date of serger.

In the case of a comrsolidation of corporations, the new
corporate eptity shail not be allowed a deductioz fcr net
operating losses sustained by the consolidated corporatioans
prior to the date of consclidation.

{e} ENotwithstanding the frovisions of section
84-1508.1 (¢), R. C. H., 1947, interest shall nct be paid
with respect to a refund of tax resulting fxcs a net
operating loss carryback or carryorver.

{f) The net operating loss deduction shall not be
allowed with respect to taxable periods which ended on or
tefore December 31, 1970, but shall be allowed only with
respect to taxable periods beginning on or after Japuary 1,
1971,

3. 1In the case of wmines, other natural deposits, oil

and gas wells, and timber, a reasonable allowvance for

—tm sB 87
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depletion and for depreciation of improvements, such
reasonable allowance to¢ be determined according to the
provisions of the interzal revenue code in effect for the
taxable year. Rll elections sade under the internal revenue
code with respect to capitalizing or expensing exgploration
and dJdevelopment costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
electicns made for federal income tax purposes.

4, The awmount of interest paid within the year on its
indebtedness incurred in the operation of the business fros
which its incceme is derived; but no imsterest shall be
alloved as a deduction if paid on am indebtedness created
for the purchase, saintenance or iaprovesent of prcperty or
for the conduct of business wunless the income from such
property or business would be taxable under this act.

5. Interest incowe fros obligations of the state of
Eontana, or any political subdivision or sunicipality of the
state of Montana.

6. Taxes paid within the year except the following:
(a) Taxes imposed by this act.

{b) Taxes assessed agaipst 1local benmefits of a kind
tending to increase the value of the property assessed.

(c} Taxes on or according to cr measured Ly net income
or prefits imposed by authority of the gcvernment of the

United States.

-5~ SB 87
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(d) Taxes imposed by any other state or country upon
or measured by net income or profits.

Taxes deductible under this act skall be construzed to
include taxes jimposed by any county, school district or
sanicipality eof this state.

I. Charitable contributions apd gifts suslifsing_fer—a

deduetion—under-geotion_176-ofthe—Tuternal-Revesve-Coder—as
amnended WHICH QUALIFY, AND__TO_ _THE _EXTFNT ALLOWED, _AS _A

DEDUCTION FRONM_GROSS INCOME COF CCRPOBATICNS, UMNLCEE SPFCTION

170 oF THE INTERHAL REVENUE CODE OB AS_THAT SECTIOK__MAY BE

ABENDED OR RE¥UMBEEEL,"

~End-
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SENATE BILL NO. B7
INTRODUCED BY LOWEs MATHERSe THIESSEN

BOYLANs HAGERy LDCKREMs BROWMy MANNING, HIMSL

A BILL FOR AN ACT ENTIYLED: ®AN ACT PROVIDING FOR THE
CFOUCTION OF CORPORATE CHARITABLE CONTRIBUTIONS AND GIFTS IN
COMPUTING NET INCOME FOR THE PAYMENT OF THE CORPORATION

LICENSE TAX; AMENDING SECTION B4—1502s ReloMs 134T7."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ

Section le« Section B&~-150Z¢ ReCeMe 1947+ is amended to
read as follows:

"84-1502. Deductions allowed in computing incomes In
computing the net income the following deductions shall be
allowad 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
operatien of its business and propertiesy including
reasonable allowance for salaries for personal services
actually rendereds sSubject to the limitation hereinafter
containeds rentals or other payments required to be made as
a condition to the continued use or possession of property
to which the corporation has not taken or is not taking

titles or in which it has no equitye No deducticn shail be
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allowed for salaries paid upom which the recipient théreof
has not paid Montama state income tax; provided, hcuevet;
that where domestic corporations are taxed on income derived
from without the state, salaries of officers gaid in
conmection with securiang such incose shall be deductible.

2. (A} All 1losses actually sustained and chbarged off
within the year and not cospensated by iasurance or
otherwise, including a reasonable allovwance for the wear and
tear and obsolescence of property used im the trade or
business, such ailowapce to pe deterained according to the
provisions of section 167 of the internsal revemue code in
effect with respect to the taxable year. All electioss for
depreciation shall be the same as the elections made for
federal income tax purposes. ¥o deduction shall be allowed
for any amount paid out foxr amy buildings, persanent
improvesents or betterments made to increase the vwalue of
any property or estate and nc deduction shall be made for
any asount of expense of restoring property or making good
the exhadstion thereof for which an allewance is or has been
sade.

(B} (a) There shall be allowed as a deduction for the
taxable period a met operating loss deduction dJdetersined
according to the provisions of this subsection. The pet
operating loss deduction is the aggregate of net <cperating

loss carryovers to such taxable period plus the net

—2a SB 87
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operating loss carrybacks to such taxable period. The ters
"pet operating loss™ seans the excess of the deducticns
allowed by this section, 84-1502, over the gross income,
witk the modifications specified in paragraph (b) of this
subgection. If for any tazable pericd beginaning after
December 31, 1970, a net operating lcss is sustained, such
loss shall be a2 net operating loss carryback to each of the
three (3) taxable pericds preceding the tazxable periocd of
suck loss and shall be a net operating loss carryover to
eack of the five (5) taxable periods following the tazable
period of such loss. The portion of suck loss which shall be
carried to each of the other taxable years sbhall be the
excess, if any, of the amount of such loss over the suas of
the net income for each of the prior taxable pericds to
which such loss was carried. For purposes of the preceding
sentence, the net incoae for such prior tazxable period? shall
be computed with the modifications specified im paragraph
(b) (ii) of this subsection and by deteraining the amount of
the net operating loss deduction without regard to the pet
operating loss for the loss period or any taxable period
thereafter, and the net income so cosputed shall not be
congidered to be less than zero.

{b) The modifications referred to in paragraph (a) of
this subsection shall be as followus:

(i) MNo net operating loss deduction shall be allowed.

-3 S8 87
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(ii) The deduction for depletion shall not exceed the
amount which would be allowabkle if computed under the cost
method.

{c) A net operating loss deductiom shall be allowed
only with regard to losses attributable to the busipess
carried on within the state of Moptana.

{d) In the case of a aercger of corperaticas, the
surviving corporation shall not be allowed a net operating
loss deduction for net operating losses sustaipned by the
merged corporatioms prior to the date of serger.

In the case of a consolidation of corpcrations, the new
corporate entity shall aot be allowed a deduction fcr net
opefating losses sustained by the consolidated corporaticas
prior to the date of consolidation.

(e} Notwithstanding the Frovisions of section
84-1508.1 {c}, R. C. #N., 1987, interest shall nct be paid
with respect to a refund of tax resulting frca a net
operating loss carryback or carryover.

{f) The net operating 1loss deducticn shall not be
allowed with respect to taxable periods which ended on or
before Deceaber 31, 1970, bot shall be allowed only with
respect to taxable periods beginning on or after January 1,
1971,

3. 1In the case of mimes, other natural deposits, oil

and gas wells, and timber, a reasomable allowance for

-l SB 87
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depletion and for depreciation of improvements, such
reasonable allowance to be detersined according to the
provisions of the internal revenue code ir effect for the
taxable year. 111 elections made under the internmal revenue
code with respect to capitalizing or expeasing exploration
and development costs and intangible drilling expemses 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
jndebtedness incurred in the operatiom of the busimess from
whichk its income is derived; but =mo interest shall be
allowed as a deduction if paid om an indebtedness created
for the purchase, saintenance or improvesent of property or
for the conduct of business unless the iscose from such
property or busimess would be taxable under this act.

5., Interest incose from obligations of the state of
Kontana, or amy political subdivision or municipality of the
state of HNontana.

6. Taxes paid within the year except the following:
(a) Taxes imposed by this act.

{b) Tazes assessed agaipst local benefits of a kiand
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 goverament of the

Upited States.
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(d) Taxes isposed by any other state or country upon
or measured by net income or profits.

Taxes deductible under this act shall be construed to
include taxes imposed by amny comnty, school district or

municipality of this state.
15 _Charitabie contributions apd gifts sealifyiag fer-a

a4 64108 SRE0E- 5885100 17U —6—taa ] ReEiat—RoVORjO—Coaiy 54
apended VHICH QUALIFY, ARD TO THE _BITENT ALLORED, AS__A
DEDCCTIO ERO GROSS_ INCO F_CCRPO OBS ") SPCTION

170 OF TRE IWNTEEN)L REVYENUR CODE CR AS THAT SECYION _MAY B3E
Bp _OR_EE BER -

—End-
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