
' 

45th Legislature LC 0662/01 

2 

) 

4 

5 

b 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

A 81LL FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR THE 

DEDUCTION [J' CORPORATE CHARITABLE ·coNTRIBUTIONS AND GIFTS IN 

COMPUTING NET INCOME FOR THE PAYMENT OF THE CORPORATION 

LICENSE TAX; AMENDING SECTION 8~1502t RoCoMo 1947.• 

BE IT ENACTED BY THE LEGISLA~URE OF THE STATE OF MONTANA: 

Section 1. Sect ion 84-15l)Z, RoCoMo t94Tt Is a~aended to 

read as follows: 

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

computing the net income the following deductions shall be 

allowed from the gross inca.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, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the li•itation hereinafter 

contained, rentals or other pay~nts 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 
• 

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

allowed for salaries paid upon which the recipient thereof 
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1 has not paid Montana sta~e income tax; provided, however, 
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that where domestic ·corporations are taxed on inc-e derived 

fro• without the state. salaries of officers paid in 

connection with securing such income shall be deductible. 

2. (AI All losses actually sustained and charged off 

within the year and not ca.pensated 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 161 ~f the internal r.evenue code in 

effect wIth respect to the taxable year. A 11 :elect i.ons for 

depreciation shall be the saae as the elections .ade for 

federal income tax purposes. No deduction shall be allowed 

for any amount paid out for any buildings, permanent 

improvements or betterments made to increase the value of 

any property or estate and no deduction shall be aade for 

any a•ount of expense of restoring property or •aking 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 aygregate of net 

1 oss carryovers to such taxable period plus 

operating loss carrybacks to such taxable·period. 
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•net operating 1 oss• 11eans the excess of the deduct Ions 

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

with the modifications specified in pa~agraph (b) of this 

subsection. If for any taxable pe~ i od beg inning afte~ 

December 31, 1970o a net ope~ating loss is sustained, such 

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

three {3) taxable pe~iods preceding the taxable period of 

such loss and shall be a net ope~ating loss ca~ryover to 

each of the five {5) taxable periods following the taxable 

period of such l·oss. 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 inco-e for each of ·the prior taxable periods to 

which such loss was carried. For purposes of the preceding 

sentence, the net inca-a for such prior taxable period shall 

be computed with the modifications specified in paragraph 

{b) {ii) of this subsection and by determining the a-aunt of 

the net operating loss deduction without regard to the net 

operating loss for the loss period or any taxable period 

thereafter, and the net inca.e 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 allowed. 

{ii) The deduction fo~ depletion shall not exceed the 
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amount which would be allowable if co•puted 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 corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prjor 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 ~he consolidated corporations 

prior ~o the date of consol i-d<jt.i on. 

(e) Notwithstanding the provisions of section 

84-1508.1 (c),- R. c. M., 1947• interest shall not be paid 

with respect to a refund of tax resulting from a net 

ope~ating loss carriback or carryover. 

{fl The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

befo~e December 31, 1970• but shall be allowed only with 

respect to taxable periods beginning on or after January 1o 

1971. 

3. In the case of •lneso o~her na~ural deposits, oil 

and gas· wells, and ti~ber, a 

depletion and for depreciation 

-4-
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reasonable allowance to be determined according to the 

provisions of the Internal revenue code in effect for the 

taxable year. All elections aade under the internal ~evenue 

code with respect to capitalizing or expens-ing exploration 

and developWlent costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal inca.e tax purposes. 

4. The aOK>unt of -interest paid ·w~ thin the year on its 

9 indebtedness rncurr~d in the operation of the business fro• 

10 which its income is derived; but no interest shall be 

11 allowed as a deduction if paid on an indebtedness created 

12 f~ the purchase, &aintenance·or iaproveaent of prop~rty or 

13 for the conduct of business unless ·the incoae fro• such 

14 property or business would be taxable under this ~ct. 

15 5. Interest income froa obligations of the state of 

16 Montana, or any political subdivision or Municipality of ~e 

17 state of Montana. 

18 6. Taxes pald within the year except the following: 

19 (a) Taxes iaposed by this act. 

20 (b) Taxes assessed against local benefits of a kind 

21 tending to increase the value of the property assessed. 

22 (c) Taxes on or according to or aeasured by net incoae 

23 or profits iaposed by authority of the government of the 

24 United States. 

25 (d) Taxes imposed by any other state or country upon 
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or aeasured by net incoae or profits. 

Taxes deductible under this act shall be construed to 

include taxes iaposed by any county. school district or 

aunicipality of this state. 

T. · Cbarftable'contribvtro«s·aUd"gft«s'QVallfying tot a 

dedvction undgt secfiqn IJO·of ~ tntetnal EevenUe Cpde. ·as 

amendm;;l,.• 

-End-
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STATE Ot MONTANA 
REQUEST NO. 7?-?? 

FISCAL NOTE 

form BD-15 

In complia11ce with a written request re.:aived _ Janu~ry 14 _. 19 :!1_. there is hereby submitted a Fiscal Note 

for Senate Bill 87 pursuant to Chapter 53, Laws of Montana, 1965 -lhirtY·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 amends the corporation license tax law in order to allow a deduction in 
computing taxable income for charitable contributions and gifts made by a corporation. 

ASSUHPTIONS 

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

2. Actual collections of corporation license tax during FY 76 were $23.020 million. 
3. The same percentage decrease as observed in F"l 76 will occi.1r in both fY 78 and 79. 
4. Corporation license tax collections 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 

Corp. Lie. tax under current law 
Corp. Lie. tax under proposed law 

DECREASE in Corp. License tax 

EFFECT ON COUNTY OR LOCAL REVENUE 

None 

LONG-RANGE EFFECTS 

FY 78 

$26. 5 million 
$26.206 million 

$294,000 

FY 79 

$28.0 million 
$27.689 million 

$311,000 

Revenue from the corporation license tax would be abo~ 1\ less under the proposed law 
than it wdUld be under current law. 

CONCLUSION 

If tr~~~ bill ·,.;::r'::' ~:H~te,-'! corpo!'a.tion license tax colV~ctior:s ::or the 1978-79 biennium 
would fall approximately $6pO,OOO below levels currently projected. 

PREP.;?.ED BY DEPART1·i'E::'lT OF REVENUE 

~~.- ) •" ·~ " 
f~--·--~~-~~_i_.::.._:.-_;,., 

BUDGET 01 RECTOR J I\ 
Office of Budget and Program Planning ...., 

Date: I ' /I - • ' . 
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on Tax;~tion 

SENATE BILL NO. 81 

I~TROOUCED BY LQWE• ~ATHERSt THIESSEN 

BOYLAN, HAGER• LOCKREM, BROW.'It MANNINGt HIMSL 

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

OFDUCTION OF CORPORATE CHARITABLE CONTRIBUTIONS AND GIFTS IN 

C·,"'PUTfNG NET lNCO~E fGR THE PAYMENT OF THE CORPORATION 

LICENSE TAX; AMENDING SECTION 84-1502, R.C.M. 1941.• 

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

Section 1· Section 84-1502, R.c.M. 1947• is amended to 

read as follows: 

•84-15DZ. Deductions allowed in computing income. In 

co~puting the net income the following deductions shall be 

allow~d from th~ gross income received Dy such corpor3tion 

within the year from all sources: 

t. All the ordin~ry and necessary expenses paia or 

incurred during the taxabl~ yedr in the maintenance and 

oot::!'ration of its bustness and pF'"operties., including 

reasonaDle 3llowance fo~ salari~s for personal servic~s 

actually ~endered• sutj~ct ta the lizitation he~ein3fter 

contained• rentals or other payments required to be made as 

a condition to the continued use or possession of p~o~erty 

to whic~ the corporation has not taken or is not t~kin; 

25 title, or in whicn it h~s no e~ui~y. No d~duction sna11 be 
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allowed for salaries paid upon which the recipient thereof 

bas not paid eontana state incoae tax; proYided, hoveYer, 

that where doaestic corporations are taxed on incoae deriYed 

fro• without the state, salaries of officers paid in 

connection with securin9 such incoae shall be deductible. 

2. (AI All losses actually sustained and charged off 

within the year and not conpensated 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 deterained according to tbe 

proYisions of section 167 of the internal reYenue code in 

effect with respect to tbe taxable year. lll elections for 

depreciation shall be the saae as the elections aade for 

federal incone tax purposes. 10 deduction shall be allowed 

for any aaount paid out for any buildings, peraanent 

iaproveaents or betteraents aade to iocrease the value of 

any property or estate and no deduction shall be aade for 

any aaoont of expense of restoring property or aating good 

the exhaustion thereof for which an allovaoce is or has been 

aade. 

(B) (a) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction deter•ined 

according to tbe provisions of this subsection. The net 

operating loss deduction is the aggregate of net Cferating 

loss carryovers to such taxable period Flus the net 

-2- SB 87 
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operating loss carrybacts to such taxable period. 1be te~• 

"net operating loss" aeans tbe excess of the deducticns 

allowed by this section, 811-1502, ewer the gross incoae, 

vitb the aodifications specified in pa~agraFh (b) ot this 

subsection. If fer any taxable period beginning after 

Deceaber 31, 1970, a net operating less 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 carryower to 

each of the fiwe (5) taxable periods following the taxable 

period of such loss. The portioa of such loss which shall be 

carried to each of the other taxable years shall be the 

excess, if any, of the aaount of such less ower the sua of 

the net incoae for each of the prior taxable periods to 

which such loss vas carried. Yor purposes of the preceding 

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

be coaputed with the aodifications specified in paragraph 

(b) (ii) of this subsection and by deterai ling the aaount of 

the net operating loss deduction without regard to the net 

operating loss for the loss period or any taxable period 

thereafter, and the net incoae so coaputed shall not te 

considered to be less than zero. 

(b) 'Ihe aodifications referred to in paraguph (a) of 

this subsection shall be as follows: 

(i} Me net operating loss deduction shall be allowed. 
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(ii) The deduction for depletion shall not exceed thE 

aaount which would be allowable if coaputed under the cost 

•etbod. 

(c) & net operating loss deducticn shall be alloMed 

onlJ with regard to losses attributable to the busioesE 

carried on within the state of Bontana. 

(d) In the case of a aerger of corporaticnE, the 

surYiwing corporation shall not be allowed a oet operating 

loss deduction for net operating losses sustained by the 

•erged corporations prior to the date of •erger. 

In the case of a consolidation of corporations, thE DEW 

corporate entity shall not be allowed a deduction fer net 

operating losses sustained by the consolidated corporations 

prior to the date of consolidation. 

(e• lotvithstanding the proYisiOIIS of section 

8'-1508.1 (c) • B. c. B., 1947, interest shall net be paid 

with respect to a refund of tax resulting frc• a net 

operating loss carryback or carryower. 

(f) The net ope~ating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

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

respect to taxable periods beginning on or after January 1, 

1971. 

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

and gas wells, and tiaber, a reasonable allowance for 

-4- SB 87 
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depletion and for depreciation of iaproyeae nts, such 

2 reasonable allowance to be deterained according to the 

3 provisions of the internal revenue code in effect for the 

" taxable year. All elections •ade under the internal revenue 

5 code with respect to capitalixing or expensing exFloration 

6 and developaent costs and intangible drilling expenses for 

1 corporation license tax purposes shall he the saae as the 

8 elections aade for federal incoae tax purposes. 

9 Q. The aaount of interest paid within the year on its 

10 indebtedness incurred in the operation. of the business fro• 

11 which its incoae is derived; but no interest shall be 

12 allowed as a deduction if paid on an indebtedness created 

13 for the purchase, aaintenance or iaproveaent of pro~erty or 

1Q for the conduct of business unless the incoae froa such 

15 property or business would be taxable under this act. 

16 5. Interest incoae fro• obligations of the state of 

11 !ontana, or any political subdivision or aunicipality of the 

18 state of aontana. 

19 6. Taxes paid within the year except the following: 

20 (a) Taxes iaposed by this act. 

21 (b) Taxes assessed against local benefits of a kind 

22 tending to increase the value of the property assessed. 

23 (c) Taxes on or according to cr aeasured by net inco•e 

2Q or profit~ i•posed by authority of the gcvernment of the 

2 5 United States. 
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(d) Taxes i•posed by any other state or country upon 

or aeasured by net incoae or profits. 

Taxes deductible under this act shall be construed to 

include taxes i•posed by any county, school district or 

aunicipality of this state. 

7. Charitable contributions aud gifts :tii:il!fi~='··-~ 
fedastiea eade£ @EB~i~l7Q ef the Iate£aal ie!~a~e Get!z=!s 

~des iHICR QUALIFY, AID TO TOE EITFII ALLOi~-1§__! 

DEDOCTIOI FROR GROSS IKCORE OF CORPORATICJS, UKDBR SFCTIOI 

170 OF TR! IRTERI!L R!VEROE CODE OR AS TBlT SBCTIOJ RAT BE 

l!!IDEP OB RBIU!B!REt£" 

-End-
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SENATE BILL NOo 87 

INTRODUCED BY LOWEt MATHERS~ THIESSEN 

BDYtANt HAGERt L~CKREHt BROW~• ~ANNING, HlMSL 

A Bill FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR THE 

OFOUCTION OF CORPORATE CHARITABlE CONTRIBUTIONS AND GIFTS IN 

C~HPUTING NET INCOME FOR THE PAYMENT OF THE CORPORATION 

liCENSE TAX; AMENIHNG SECTION B~-1502, RoCoMo _l947o" 

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

Section lo Section 84-150Zo RoCeMo 1~47t is a•ended to 

read as follows: 

•e4-150Z. Deductions allowed in co•puting inco-. In 

co~puting the net incase the follo~ing deductions shall be 

allow~d froM the gross inco•e received Dy 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 

ooerat.ion of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the li•itation 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 npon which the recipieat thereof 

bas not paid Bontana state iacoae tax; provided, however, 

that where doaestic corporations are taxed on incoae derived 

froa vitbont the state, salaries of officers faid in 

connection with securing such incoae shall be deductible. 

2. (A) All losses actually sustained and charged off 

within the year and not coapensated by iasnrance or 

otherwise, includiag a reasonable allowance for the wear and 

tear and obsolesceace of property .sed in the trade or 

buaiaess, such alloaaace to be deterained aocording to the 

pr,ovisioas of sectioa 167 of the interul revenue coae in 

effect witb respect to the taxable year. lll e~ections for 

depreciatioa shall be the saae as the elections aade for 

federal iacoae tax purposes. lo dedact.ion shall be allowed· 

for aay aaount paid ont for aay bnildiags, peraanent 

iaproveaents or betteraents aade to iacrease the value of 

any property or estate and no deduction shall be aade for 

any aaonnt of expense of restoring property or aaking good 

the exhaustion thereof for which an allowance is or has been 

aade. 

(B) (a) ~here shall be allowed as a deduction tor the 

taxable period a net operating loss deduction deterained 

according to the provisions of this subsection. The net 

operating loss deductioo is the agqreqate of aet cperating 

loss carryoyers to such taxable period plus the oet 

-2- SB 87 
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operating loss carrybacks to such taxable period. !he tera 

•net operating loss• aeans the excess of the deducticns 

alloaed by this section. 84-1502, over the gross incoae, 

aith the aodifications specified in paragraFh (b) of this 

subsection. If for any taxable period beginning after 

Deceaber 31, 1970, a net operating less is sustained, such 

loss shall be a net operatiag loss carryback to each of the 

three (3) taxable periods preceding the taxable period of 

sach loss and shall be a net operatiag 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 aaouut of such loss over the sua of 

the net incoae for each of the prior taxable periods to 

which such loss was carried. For purposes of the precediag 

sentence, the net incoae for such prior taxable period shall 

be coaputed aith the aodifications specified in paragraph 

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

the net operating loss deduction without regard to the net 

operating loss for the loss period or any taxable period 

thereafter, aad the net iacoae so coaputed shall not be 

coasidered to be less than zero. 

(b) The aodifications referred to in paragraph (a) of 

this subsection shall be as follows: 

{i) lo net operating loss deduction shall be allowed. 
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(ii) The deduction for depletion shall not exceed the 

aaonnt which would be allowable if coaputed under the cost 

aetbod. 

(c) l net operating loss deduction shall be a~lowed 

only with regard to losses attributable to the business 

carried on within the state of Bontana. 

(d) In the case of a aerger of corForaticns, the 

survi•ing corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

aerged corporations prior to the date of aerger. 

In the case of a consolidation of corpcrations, the new 

corporate entity shall not be allowed a deduction fer net 

operatiug losses sustained by the consolidated corporations 

prior to the date of consolidatiou. 

(e) lotwithstanding the provisions of section 

84-1508.1 (c), B. c. a •• 1947. interest shall net be paid 

with respect to a refund of taz resulting frcn a net 

operating loss carryback or carryo•er. 

(f) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before Decenber 31. 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 

1971. 

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

and gas wells. and tiaber, a reasoaable allowance for 

-4- SB 87 
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deple~ion and for deprecia~ioa of iapro•eaen~s. such 

reasonable allowance to be de~erained according ~o ~he 

pro'l'isions of ~he internal re'l'enue code in effect for the 

taxable year. All elec~ions aade under ~he internal re'l'enne 

code with respect to capi~aliaing or expensing eaplora~ion 

and de'l'elopaent costs and intangible drilliag expenses for 

corporation license tax purposes shall be the saae as the 

elec~ions aade for federal incoae taz purposes. 

'· ~he aaount of interest paid within the year on its 

indebtedness incurred in the operation of the business froa 

which its incoae is deri'l'&d; bat ao iaterest shall be 

allowed as a deduction if paid oa an indebtedness created 

13 for ~he purchase. aaintenance or iapro'l'eaeat of property or 

114 for the conduct of business unless ~he iucoae froa sacb 

15 property or business would be taxable under this act. 

16 5. Interest incoae froa obligations of the state of 

17 !ontana. or any poli~ical sabdi'l'ision or aonicipality of the 

18 sta~e of !ontana. 

19 6. ~axes paid wi~hin the year ezcep~ ~he following: 

20 (a} ~axes iaposed by this act. 

21 (b) ~azes assessed agaiast local benefits of a kiad 

22 tending to increase the •aloe of the property assessed. 

23 (c) Taxes on or according to or aeasured by net incoae 

214 or profits iaposed by authority of ~be go'l'eraaeat of ~he 

25 Oaited S~ates. 
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(d) Taxes iaposed by any other state or coantry upo~ 

or aeasured by aet incoae or profits. 

Taxes deductible under this act shall he construed to 

include taxes iaposed by any county. school district or 

aanicipality of ~his sta~e. 

7, Charitable contributiops aad gifts sstiify4•• far • 

i!41!tiat taiet ••!•&•• 172 af taa Jatartal !!!!lte iait 1 t! 

aaeaiei iHlCB OUILIFI, AID TO tB! lilii~ l~LOi!Dc ~_! 

DIDUC~XOI PROB GBOSS XJCOBI OF COIPOIITIOIS. UIDII SIC~XOJ 

170 Of THE IITBIIlL BB!IIQB CODB 01 AS ~BAJ SBCJXOJ !A! II 

J!IIRID OR BIIQII!IBJp.• 
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