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INTRODUCED BY

QQ ILL FOR AN ACT E¥TITLED: “AN AT RELATING TO THE
TAIATION CF TIRCONE; PROVIDING INCEITIVES FOR THE
IASTALLATION OR ACQUISITION OF SOLARE OB OTHER RECOGWIZED
MONFOSSIL FOERMS OF ENERGY GEWERATICE BY TAIPAYIERS BY
PROVIDING INCOME OR LICENSE TAX CBEDITS AND ACCELERATED
AMORTIZATION OF THE COSTS OF THE SYSTEANS; BAENRDING SECTIONS

80-1502 AND B4-4906, B.C.B. 1547,"

BEE IT ENACTED BY THE LEGISLATUBRR OF THE STATE CF BONTANA:
Section 1. Energy systen tax incentive for
individuals. {1 A resident individual taxpayer who
completes installation of an energy systenm using a
recognized nonfossil fora of energy generation, as defined
in 84-7402, in such taxpayer's principal dwelling prior to
December 31, 1982, oi who acquires title to a dwelling prior
to December 31, 1982, which dvelling is to be used as the
taxpayer's principal dwelling and is equipped with an energy
systea for which the credit alloved by this section has
never been claimed, is entitled to claim a tax credit in an
amount egual to 40% of the first $1,000 and 20% of the next
$3,000 of the cost of such systes, including ipstallation

costs, or, if the federal government prcvides for a tax
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credit substantially sisilar in kind (not in amount), then a
tax credit in an amount equal to 20% of the first $1,000 and
10% of the next $3,000 of the cost of such system, inclnding
installation costs, against the income tax liability imposed
against such taxpayer pursuant to Title B84, chapter 49,
R.C.M. 1947,

{(2) The tax credit is tc be deducted froa the
taxpayer's income tax 1liability for the taxable year in
vhich the energy system was acquired by the taxpayer, if
the amount of the tax credit exceeds the taxpayer's incomse
tax liability for the taxable year, the amount which exceeds
the tax liability may be carried over for deduction from the
taxpayer's incose tax 1liability inm the pext succeeding
tazable year or years until the total amount of the tax
credit has been deducted from tax liability, ¥otwithstandieg
the foregoing provision, no tax credit may be carried over
for deduction after the fourth tazable year succeeding the
tazable year in which the energy system was acguired.

Section 2. Energy system tax incentive fer real
property owners, A taxpayer, including a corporatiocn, who
cospletes installation of an energy systen using a
recognized mnonfossil form of energy generation, as defined
in 84-7402, upon real property located within this state
prior to ©Decesber 31, 1982, vhich real property is either

used in a trade or business or held for the production of
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inéone, or any taxpayver who acguires title to real prcperty
located within this state prior to Deceaber 31, 1982, which
real property is used in a trade or business or held fer the
production of 4income and is eguipped with an energy systeam
for which the credit allowed by this section hﬁs never been
claimed, is entitled to claim an income tax credit or im the
case of a corporation a license tax credit or iucome tax
credit in an amount egqual to 40% of the first $3,000 and 20%
of the next $9,000 of the cost of the energy systesm,
including installation costs, or if the federal governsent
provides for a tax credit substantially similar in kimd (not
ip amcunt), then an income tax credit in an amount egual to
20% of the first $3,000 and 10% of the next $9,000 of the
cost of the energy systes, including installation costs, or
an amoumt equazl to the tazpayer's income tax liability in
the taxable year for which the credit is claimed, whichever
is less, against the tax liability imposed against such
taxpayer pursuant to Title 84, chapter 49, R.C.X. 1947 or in
the case of a corporation, pursuant to Title 88, chapter 15
or chapter 69, R.C.M. 1947. The tax credit is to be deducted
from the tazpayer's tax liability fcr the taxalble year in
vhich the energy system is acguired and placed into service
by the taxpayer.

Section 3. Election to amortize energy system costs.

{1) A taxpayer w~ho completes .installation of apn energy
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systen using a recognized nonfossil fora of energy
generation, as defined in 84-7402, upon rTeal property
located within this state prior to December 31, 1982, which
real property is either nsed in a trade or busimess or held
for the production of income, or amy taxpayer vho acquires
title to real property located within this state prior to
December 31, 1982, which real property is used in a trade or
business or held for the production of income and is
equipped with such an energy system, may elect to asmcrtize
the adjusted basis of the energy systea based upoe a period
of 60 wmonths.

{2} In computing Noptana taxable income, amortization
is to be allowed as a deductiocn from Montana adjusted gross
income ratable over the 6C—month period beginming with the
month in which the energy systesm is completed or acquired
and placed into service by the taxpayer. The electicn c¢f the
taxpayer to claism the amortization deduction allcwed by this
section is to be indicated in an appropriate statement
attached to the taxpayer's income tax return for the taxable
year in which the energy system was completed or acguired
and placed into service. The electicnm of the taizpayer to
claim the amortization deduction dces not preclude him from
taking the tax credit.

(3) As used in this secticn, "adjusted basis of ¢the

energy systea® means an amount that is properly attribatable
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to the construction, reconstruction, remodeling,
installation, or acguisition of the system.

Section 4, Section 84-4906, R.C.H. 1947, is amended to
read as follows:

"go4-4906. Deductions alloved in computing net income.
In computing net income, there shail—be are allowed as
deductions:

{a) Zhe the items referred toc in sections 161 and 211
of the Internal Revenue Code of 1954, or as sections 161 and
211 shall be labeled or amended, essepi—that—state—ingons
Las—-paid-ehail-net—-be-deductible-and-—alse subject to the
following exceptions Jrevided-in-seetion-S4-4909,-rolating
4#9—items which are not deductiblew;
for_in_84-8309;

jii} state income tax paid;

giii) all deprecjation deductiors clajimed on the
federal return for _any portion of property upon ¥hich the

i tens provw

deduction _allowed by [section 3 of this act] is_claimed;

(b)y +Redewai fede;;l income tay paid within the taxable
yearw;
{c} _an_amount for the amortigation deduction__for ap

energy _system allowed pursupant to [sectiop 3 cf this act]l.™
Section 5., Sectiom 84-1502, BR.C.H. 7947, is amended to

read as follows:

"84-1502. Deducticns allowved in cosguting income. 1In
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coaputing the net income the following deductions shall be
allowed from the gross income received by such corporation
within the year from all souarces:

1. 1All the ordinary and necessary expenses paid or
incurred during the taxable year ip the maintenance and
operation of its business and ©properties, including
reasonable allowance for salaries for personal services
actually rendered, suobject to the limitation hereinafter
contained, rentals or other payments reguired to be made as

a copndition to the comtinued use or possession of property

‘to which the corporation has pot taken or is not taking

title, or in wbich it has no equity. ¥o deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid MWontana state income tax; provided, however,
that where domestic corporations are taxed on income derived
from without the stite, salaries of officers paid in
connection with securing such income shall be deductible.

2. (A) All 1losses actually sustaised 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 preoperty used in the trade or
business, such allowance to be determined according to the
provisions of sectiom 167 of the internal revenue code in

effect with respect to the taxable yvyear. However, ipnscofar_as

the election_to amortize the adjusted bagis_ _of_ _ap_ _ene

—6—
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system based wpon a period of 60 sonths pursuant to [section

3_of this act] is__pot persissible gnder federal law, an

amount for the amortization deducticp for an enerqy systenm

allowed pursuant _to [section 3 of this act] is_aliowed apd
the amount of all depreciatic deductions__claimed op _the
ortion_of property ypon which the

deduction allowed by [sectiopn 3 of this act} is claimed _are

federal retyrn

not__allowed, All elections for depreciation shall be the
same as the elections made for federal income tax purposes,
No deduction,_except_as_provided above, shall be allowed for
any asount paid out for any buildings, permanent
improvesents or betterzents made to increase the value of
any property or estate and nc deduction shall be made for
any amount of expemse of restoring property or making good
the exbaustion thereof for which an allowvance is or has been
made.

(B) {a) There shall be allowved as a deduction for the
tazable period a net operating loss dJdeduoction 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
operating loss carrybacks te such taxatle pericd. The term
"net operating loss®™ means the excess of the dJeductions
allowed by this section, 84-1502, over the gross inconme,

with the wmodifications specified in paragraph (b} of this
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subsection., If for any taxable period beginping after
December 31, 1970, a net operating lcss is sustained, such
loss shall be a net operating loss carryback tc each of the
three (3} taxable periods preceding the tazable period of
suck loss and shall be a net operating loss carryover to
each of the five {5) taxable periods follewing the tarxable
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 som of
the net income for each of the prior taxable periods to
which such loss was carried. Por purposes of the preceding
sentence, the net income for such prior tazable pericd shall
be computed with the modificaticas specified in paragraph
{b) (ii) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operating loss for the loss period or any tarable period
thereafter, and the net income so computed shall not Le
considered to be less than zero.

(b} The socdifications referred to in paragraph (2) of
this subsection shall be as follcws:

(i) ¥o net operating loss deduction shall te allowed.

(ii} The deduction for depleticn shall not exceed the

amount which would be allowable if computed under the cost

‘method.

{c) & net operating loss deducticn shall be alloved

-8
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only with regard to losses attributable to the business
cacried on within the state of NHontana.

(@) In the case of a aserger of corporaticas, the
surviving corporation shall not be allowed a net operating
loss deducticn for net operatirg losses sustained by the
merged corporations prior to the date of merger.

In the case of a consolidation of corporations, the new
corporate entity shall not be allovwed a deduction for npet
operating losses sustained by the consclidated corporatioas
prior to the date of consolidation.

(e} Motwithstanding the provisions of section
84-1508.1 (c), R.C.M., 1947, interest shall not be paid with
respect to a refend of tax resulting froa a net operating
loss carryback or carryover.

{f} The net operating 1loss deduction shall not be
allovwed with respect to taxable periods which eaded onp or
before Decesmber 31, 1970, but shall be allovwed cmly with
respect to taxable periods begipning opn or after Jamuvary 1,
1971,

3. In the case of mipes, other natural deposits, oil
and gas wells, and timber, a reasonable allovance for
depletion and for depreciation of isprovements, such
reasonable allowance to be determined according to the
provisions of the internal revenue code ip effect for the

taxable year. All elections wade under the internal revenue
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code with respect to capitalizing or expensing exfploration
and development costs and intangible drilling expenses for
corperation licemse tax pourposes 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 fros
which its income is derived; but 1no interest shall be
alloved as a dedwection if paid on an indebtedness created
for the purchase, maintenance or isprovesent of property or
for the conduct of business unless the income from such
property or business would be tazable under this act.

S. Interest income from obligations of the state of
Nontana, or any political subdivision or municipality of the
state of Montana.

6. Taxes paid within the year except the fcllowing:

{a) Taxes imposed by this act.

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

{c} Taxes on or according to or measured by net income
or profits iwmposed by authority of the governmest of the
United States.

{d) Taxes imposed by any cther state or country upon
or measured by net income or profits,

Taxes deductible under this act shall be construed to

include taxes imposed by any county, school district or

~10-
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municipality of this state.”

Section 6. There is a new R.C.M. section that reads as
follows:

Departmsent of revenne duties. The department of revenue
shall prescribe rules necessary to carry out éhe purposes of
this act.

Section 7. There is a nev R.C.K. section that reads as
fellows:

Tise of application. The provisions of this act apply
to all taxable years commencing after bDeceaber 3t, 1376.

-End—
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STATE OF MONTANA
REQUEST NO. 134777

FISCAL NOTE

Form BD-15

In compliance with a written request recaived January 21 , 19 77

for Senate Bill 167

, there is hereby submitted a Fiscal Note

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 OF PROPOSED LEGISLATION

This bill is an act relating to the taxation of income; providing incentives for the
installation or acquisition of solar or other recognized nonfossil forms of energy generation
by taxpayers by providing income or license tax credits and accelerated amortization of the
costs of the systems.

ASSUMPTIONS

1. The number of taxpayers taking advantage of the proposed amortization deduction and
tax credit, for individual income tax purposes, would be between 0.5% and 1% of all
returns, and these taxpayers will be found in the top 10% of all returns. The
distribution of these returns will be similar to the distribution of returns for
calendar year 1975.

2. BEach of the hypothetical taxpayers of assumption 1 will install $1,000.00 worth of
non-fossil energy generation equipment.

3. The amortization deduction for each affected taxpayer will be $170 per year, as
determined by the sinking fund method using 8% as the annual rate of interest and -
$1,000 (from assumption 2) as the final amount at the end of 5 years.

4. The individual income tax credit for each affected taxpayer will be $400.

The percentage decreases in total calendar year tax liability under assumptions 1-4

will apply equally to calendar years 1977, 1978 and 1979.

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

(831

FISCAL IMPACT

Fy 78 FYy 79
Individual Income Tax Collection
under current law. $123.732M $140.093M
Individual Income Tax Collection
under proposed law. $121.959M to $122.768M * $137.851M to $138.973M
DECREASE INDIV. INCOME TAX COLLECTIONS $1.773M to $.964M $2.242M to $1.12M

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

{Continued on page 2)

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: _ ...




STATE OF MONTANA
REQUEST NO. __134-77

FISCAL NOTE
- , ' Form BD-15

N - —_— o e LT e—

In compliance with a writtan request recaived __Sanuary 21 , 19 77, there is hereby submitted a Fiscal Note
for Senate Bill 167

e oo puUrsuant to Chapter 53, Laws of Kontana, 1965 - Thirs, Minth Legislative Assenbl,

Background information used in developing this Fiscal Note is availatile from the Office of Budget 20d Program Planning, to members
of the Legisiature upon request.

Page 2

LONG-RANGE EFFECTS

0.8% to 1.6% decrease in individual income tax collections. It is impossible to estimate
the effect on corporation tax collections.

TECHNICAL NOTE

An implicit assumption is that the Department of Revenue will not require any additional
staff for auditing, investigations, and administration under the proposed law. This is
probably not realistic,

PREPARED BY DEPARTMENT OF REVENUE

-
J(:' ) n .
a -5 .'_.':.,l_“_-;.._.‘,..,,.."" L 2o
BUDGET DIRECTOR .
Offica of Budget and Program Planning
- . Soer i
Date: L e e m




STATE OF MONTANA A
REQUEST NO. _134-77

FISCAL NOTE JEvISED
T ‘ Form BD-15 ‘=

In compliance with a written request recelved April 12 , 19 77 __ | there is hereby submitted a Fiscal Note

rMemMOED
for &mmﬁﬂLﬂiﬁﬂédimmmmﬂmm%meWmmmw%TMwMMMWMWMWW

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

.

of the Legistature upon request.

" THIS IS A REVISED FISCAL NOTE

DESCRIPTION

This bill is an act relating to the taxation of income; providing incentives for the
installation or acquisition of solar or other recognized nonfossil forms of enery generation
by taxpayers by providing income or license tax credlts and accelerated amortization of the
costs of the systems.

ASSUMPTIONS

1. The number of taxpayers taking advantage of the proposed amortization deduction and
tax credit, for individual income tax purposes, would be between 0.5% and 1% of all
returns, and these taxpayers will be found in the top 10% of all returns. The ’
distribution of these returns will be similar to the distribution of returns for
calendar year 1975.

2. Bach of the hypothetical taxpayers of assumption 1 will install $1,000.00 worth of .
non~fossil energy generation equipment.

3. The amortization deduction for each affected taxpayer will be $170 per year, as -
determined by the sinking fund method using 8% as the annual rate of interest and
$1,000 (from assumption 2) as the final amount at the end of 5 years.

4. The individual income tax credit for each affected taxpayer will be $400.

5. The percentage decreases in total calendar year tax liability under assumptions 1-4
will apply equally to calendar years 1977, 1978 and 1979.

6. The Department of Revenue forecast of individual iricome tax for 1978 and 1979 is
assumed to be the basis for comparison. :

FISCAL IMPACT

FY 78 FY 79
Individual Income Tax Collection
under current law. $123.732 $140.093
Individual Income Tax Collection
under proposed law. $122.845M to $123.250M $138.972M to $139.533M
DECREASE INDIV. INCOME TAX COLLECTIONS ($.887M) - ($.482M) ($1.121M) - (§.560M)

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

(Continued on page 2)

BUDGET DIRECTOR
Office of Budget and Program Planning

Date:
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SB 0167702

Aprroved by Committee
on Taxaticon
SENATE BILL NO. 167
INTRODUCED BY RASMUSSENs HAGERs BROWNs ROBERTSS

KULSTADy JERGESONy LENSINK;isTEPHENS, BLAYLUCKs WARDEN

A BILL FOR AN ACT ENTITLED: "AN ACT RELATING TO THE
TAXATION oF INCOMES PROVIDING INCENTIVES FOR THE
INSTALLATION OR ACQUISITION OF SOLAR OR OYHER RECOGNIZED
NONFOSSIL FORMS OFf ENERGY GENERATION BY TAXPAYERS 8BY
PROVIDING INCOME OR LICENSE TAX CREDITS AND ACCELERATED
AMORTIZATION OF THE COSTS OF THE SYSTEMS; AMENDING SECTIONS

§4-1502 AND B&-49064s ReleMe 194T7.%

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Energy system tax incentive for
individualse (1) A resident individual taxpayer who
completes installation of an energy system using a
recognized nonfossil form of enerqy generations as defined
in B4-7402, in such taxpayer's principal dwelling prior to
December 31y 1982+ or who acquires title to a dwellina prior
to December 3le 1982y which dwelling is to be usa2d as the
taxpayer®s principal dwelling and is equipped with an energy
systes for which the credit allowed by this section has
never been claimeds is entitled to claim a tax credit in an
amount equal to 48% 20X of the first $1.000 and 28% 10% of

the naoxt $34000 of the cost of such systeme including
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installation costsy ory if the federal government provides
for 'a tax credit substantially similar in kind (not in
amount}s then a tax credit in an amount equal to 28% (0% of
tne first $1+000 and 8% 5% of the next $3:000 of the cost
of such systemsy including installation costse against the
income tax tiability imposed against such taxpayer pursuant
to Title B4y chapter 49y ReCeMe 1947

{2} The tax credit is to be deducted from the
taxpayer®s income tax Jiability for the taxable year in
which the energy system was acquired by the taxpayere if
the amount cof the tax credit exceeds the taxpayer's income
tax liability for the taxable years the amount which exceeds
the tax liability may be carried over for deduction from the
taxpayer's income tax liability in the next succeeding
taxable vyear or vyears until the total amount of the tax
credit has been deducted from tax liability. Notwithstanding
the foregoing provisions no tax credit may be carried over
for deduction after the fourth taxable year succeeding the
taxable year in which the energy system was acquireds

Section e Energy system tax incentive for real
projerty ownerse A taxpayers including a corporations who
completes installation of an energy system using a
recognized nonfossil form of energy gencrations as defined
in 84-7T492y upon real property 1located within this state

prior to Oecember 31y 1982, which real property is either

-2- S8 167
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used in a trade or business or held for the production of
incomes or any taxpayer who acquires title to real property
located within this state prior to December 31y 1982y which
real oroperty is used in 3 trade or business or held for the
production of income and is eguipped with an energy system
for which the credit allowed by this section has never been
claimeds is entitled to claim an income tax credit or in the
case of a corporation a license tax credit or income tax
credit in an amount equ3l to 46X 20% of the first $3,000 and
20% 10% of the next $9:000 of the cost of the energy systems
including installation costse or if the federal government
provides for a tax credit substantially similar in kind (not
in amount)s then an income tax credit in an amount equal to
268 10k of the first $3,000 and 468 2X of the next 39,000 of

the cost of the energy systems including installation costss

or an amount equal to the taxpayer®s income tax liability in

the taxable year for which the credit is claimedy whichever
is lz2sse acainst the tax liability imposed against such
taxpayer pursuant to Title 84y chapter 49s ReleMe 1947 oOr in
the case of a corporationy pursuant to Title 84y chapter 15
or chapter 69¢ RaleMs 1947+ The tax credit is to be deducted
from the taxpayer®s tax ltiability for the taxaole year in
which *he energy system is acquired and placed ingo service
by the taxpayers

Section 3. Election to amortize energy system costs.

-3- SB 167
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{l) A taxpayer who completes installation of an energy
systen using a recognized nonfossil form of energy
generationy as defined in 84-7402s upOon real property
located within this state prior to December 31s 1982+ which
real property is either used in a trade or business or held
for the production of incomes or any taxpayer who acquires
title to real property located within this state prior to
December 3l 1982y which real property is used in a trade or
business or held for the production of income and is
equipped with such an energy systems may elect +to amortize
the adjusted basis of the energy system based upon a period
of 60 monthse

{<) In computing Montana2 taxable incomes amortization
is to be allowed as a deduction from Montana adjusted gross
incom2 ratable over the S0-month period beginning with the
month in which the energy system is completed or acquired
and placed into service by the taxpayere The election of the
taxpayer to claim the amortization deduction allowed by this
section is to be indicated in an appropriate statement
attacned to the taxpayer®s income tax return for the taxable
yaar in which the energy system was completed or acaquired
and pleced into services The 2lection of the taxpayer to
claim the amortization deduction does not preclude him from
taking the tax credits

{3) As used in this sectiones "adjusted basis of the

—— SB 167
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energy system® means an amount that is properly attributable
to the constructions reconstructions remodelinge
instaltations or acquisition of the systeme

Section 4. Section B4-4906+ ReCeMs 1947¢ is amended to
read as follows:

“B4-4906e Deductions allowed in computing net incomes.
In computing mnet incomey there shetl—be are allowed as
daductions:

(a) ¥me the items referred to in sections 161 and 211
of the internal Revenue Code of 1954+ or as sections 16l and
211 shall be tabeled or amendeds except-that-state-4¢ncome
tox-paid-shati-not—be—deduectibie—and——etze subject to the
fellowing exceptions provided—in—section—84-4989y-relnting
to-rtems which are not deductiblew:

{i) _itemws provided for in B4—4309;

(ii) state income itax paidi

(iii) al) _depreciatjon deductions ciaimed __on _ the
federal return for _any portion of property upog shich the
dedyction allowed by [section 3 of this act] is claimeds

(b) Federal federal income tax paid within the taxable
yearwy

{<} _ap ampunt for the aportiZzation deduction for _ap
epergy _system allowed pursuant to [section 3 of this actl.™

Section 9« Section B4—15024 ReleMe 1947+ is amended to

read s follows:

5= Su 167
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*84-1502« Deductions allowed in computing incomes In
computing ths net income the following deductions shall be
allowea from the aross income received by such corporation
within the year from all sources:

le A1l the ordinary and necessary expenses paid or
incurrcd during the taxable year in the maintenance and
operation of its business and propertiess including
reasonable allowance for salaries for personal services
actually rendereds subject to the limitation hereinafter
containeds rentals or other payments required to be made as
a condition to the continued use or possession of property
to which the corporation has not taken or is not taking
titles or in which it has no egquitye. No deduction shall be
allowzd tor salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the statey salaries of officers paid in
connection with securing such income shall be deductibles

ce (A} AlY losses actually sustained and charged off
Wwithin the year and not compensated by insurance or
otharwisey including a reasonable allowance for the wear and
tear and obsolescence of property used in the trade or
pusinesss such allowance to be determined accordging to the
provisions of section 167 cf the internal revenus code in

etfact with respect to the taxable year. Howevers insaofar as
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Lae election to gmortize the adjusted hasis of an _energy
systew based upon o pericd of 60 montbs pursuant to [section
A_of this act] is_nok permissible under federal laws ao
amount for the amortiZation deduction for ap energy _systep
allowed. pursuant to {section 3 of this ack] js allowed and
the amount of all depreciatiop deductjons claimed on the
federal return for any portion of property upgon which the
nat.__alloweds All elections for depreciation shall be the
same as the elections made for federal income tax purposese.
No deductions:_except as provided aboves shall be allowed for
any amount paid out for any buildingss permanent
improvements or betterments made to increase the value of
any property or estate and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
made .

{8) (a) There shall be allowed as a deduction for the
taxable period a net operating 1loss deduction determined
according to the provisions of this subsection. The net
operatinag loss deduction is the aggregate of net operating
loss carryovers to such taxable pericd plus the net
ooerating loss carrybacks to such taxable periode -The term
"net onerating loss® means the excess of the deductions

alloweo by this sections B4-1502y over the gross incomes
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with the modifications specified in paragraph (b} of this
subsectione If for any taxable period beginning after
Decazmper 31y 1970 a net operating loss is sustainedy such
Toss shall be a net operating loss carryback to each of the
tiwree (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 1oss which shall be
carriad to each of the other taxable vyears shall be the
excesse if anye of the amount of such loss over the sum of
the net income for each of the prior taxable periods to
which such 1loss was carriede For purposes of the preceding
sentencey the net income for such prior taxable period shall
be conputed with the modifications specified in paragraph
{b} (i) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operating loss for the loss period or any taxable period
thereaftery and the net income so computzsd shall not be
considered to be less than Zeros

{b) The modifications referred to in paragrapn (2} of
this subsection shall be as follows:

(v} No net operating ioss deduction shall be allowed.

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

methnod.

—H- SB 167



10

11

12

13

14

15

1s

7

id

19

20

21

22

23

24

5

58 0167/02

(c) A net operating loss deduction shall be allowed
only with regard to Jlosses attributable t£o the business
carriec on Wwithin the state of Montanas

(d) In the case of a merger of corporationssy the
surviving corporation shall not be allowed a net operating
loss Jeduction for net operating 1losses sustainad by the
merged corporations prior to the date of mergere.

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 to the date of consolidatione

{e) Notwithstanding the provisions of section
84~1508e1 {C)e ReleMas 1947+ interest shall neot be paid with
respect to a refund of tax resulting from a net operating
loss cerryback or carryovere

{f) The net operating 1loss deduction shall not be
allowzd with respect to taxable periods which ended on or
pefora Uecamber 31y 1970+ but shall be allowed only with
rasnect to taxable serionds beginning on or after January Lo
1971

2+« In the case nf miness other natural depositsy o0il
and qas wells, and timbers a reasonable allowance for
depltatian anc for depreciation of improvementss such
raasonable allowance to be determined according to the

provisions of the internsl revenue code in effect for the
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taxable yeare All elections made under the internal! revenue
code with respect to capitalizing or expensing exploration
and da2velopment costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposese.

%+ The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is oerived; but no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchases maintenance or improvesent of property or
for thne conduct of Dbusiness unless the income from such
property or business would be taxable under this acte
5« Interest income from obligations of the state of
Montanas or any political subdivision or municipality of the
state of Montanae

be Taxes paid within the year except the following:

{a) Taxes imposed by this acte

{b) Taxes 23ssessed against 1local benefits of a kind
tendiny to increase the value of the property assessed.

{c) Taxes on or according to or measured by net income
or profits impesed by authority of the qgovernment of the
Unite:l Statess

{dd}) Taxes impose? Dby any other state or country upon
or me-isured by net income or profitsa

taxes deductible under thas act shail be construed to

-10- St LT
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follows:
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imposed by any countys school district or
this state.*

There is a new Re(M. section that reads as

of revenue dutiese. The department of revenue

rules necessary to carry out the purposes of

There is 3 new Re.C=M. section that reads as

Time of applicatione The provisions of this act apply

to all taxable years commencing after December 3ls 1976e

-End—
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SENATE BILL NO. 1e7
INTRODUCED BY RASMUSSENs HAGERy BROWNs ROBERTSe
KOLSTADy JERGESONs LENSINKy STEPHENSe BLAYLOCKs WARDEN

A BILL FOR AN ACT ENTITLED: *AN  ACT RELATING TO THE
TAXATION [vig INCOMES PROVIDING INCENTIVES FOR THE
INSTALLATION DR ACQUISITION OF SOLAR OR OTHER RECOGNIZED
NONFOSSIL FORKS OF ENERGY GENERATION BY TAXPAYERS BY
PROVIDING INCOME OR LICENSE TAX CREDITS AND ACCELERATED
AMORTIZATION OF THE COSTS OF THE SYSTEMS; AMENDING SECTIONS

B84-1502 AND 84—4906s ReloMa 194Te"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE DOF MDNTANA:z
Section 1« Energy system tax incentive for
individualse {1) A resident individual taxpayer who
completes installation of an energy system using a
recognized nonfossil form of energy gepnerations as defined
in 84-7402y in such taxpayer®s principal dwelling prior to
December 3ls+ 19824 or who acquires title to a dwelling prior
to Deceamber 31y 1982+ which dwelling is to be used' as the
taxpayer®s principal dwelling and is equipped with an energy
system for which the credit allowed by this section has
never been claimedsy is entitled to claim a tax credit in an
amount equal to 48% 203 of the first $1+000 and 26% 10X of

the next $3,000 of the cost of such systems including
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installation costsy LESS GRANTS RECEIVED ory if the federal
government provides for a tax credit substantially similar
in kind (not tn amount)y then a tax credit in an amount
equal to 20% 10X of the first $1,000 and 8% 53 of the next
$34000 of the cost of such systems including installation
costss LESS GRANIS RECEIVED against the income tax liability
imposed against such taxpayer pursuant to Title 84y chapter
4% ReCoMe 1947«

{2) The tax credit is to be deducted from the
taxpayer®s income tax liability for the taxable year in
which the energy system was acquired by the taxpayere If
the amount of the tax credit exceeds the taxpayer®s income
tax liability for the taxable years the amount which exceeds
the tax liability may be carried over for deduction from the
taxpayer®s income tax 1liability in the next succeeding
taxable year or years until the total amount of the tax
credit has been deducted from tax liability. Notwithstanding
the foregoing provisions no tax credit may be carried over
for deduction after the fourth taxable year succeeding the
taxable year in which the energy system was acquireds

Section 2« Energy system tax incentive for real
property ownerse A taxpayers including a corporations who
completes installation of an energy system using a
recognized nonfossil form of energy generations as defined

in 84-7402y upon real property 1located within this state
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prior to December 3is 1982+ which real property is either
used in a trade or business or held for the production of
incomes oOr any taxpayer who acquires title to real property
located within this state prior to December 31y 1982y which
real property is used in a trade or business or held for the
production of income and is equipped with an energy system
for which the credit allowed by this section has never been
claimedy is entitled to claim an income tax credit or in the
case of a corporation a license tax credit or income tax
credit in an amount equat to 46X 203 of the first $3,4000 and
268 10X of the next $9,000 of the cost of the energy systems
including installation costss LESS GRANIS RECEIYED or if the
federal government provides for a tax credit substantially
similar in kind (not in amount)s then an income tax credit
in an amount equal to 28% 10X of the first $3,000 and 9% 5%
of the next $9,000 of the cost of the energy systems
incleding instaltlation costsy LESS  GRANIS BRECEIYED or an
amount equal to the taxpayer®s income tax liability in the
taxable vyear for which the credit is claimedy whichever is
lesss against the tax liability imposed against such
taxpayer pursuant to Title B84y chaﬁter 49s ReleMe 1947 or in
the case of a corporations pursuant to Title 84+ chapter 15
or chapter 69y ReCeMs 1947+ The tax credit is to be deducted
from the taxpayer®'s tax liability for the taxable vyear in

which the energy system is acquired and placed into service
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by the taxpayere

Section 3« Election to amortize energy sSystem coStSe
‘1) A taxpayer who completes installation of an energy
system wusing a recognized nonfossil form of energy
generations as defined in 84-T402y wupon real property
located within this state prior to December 31y 1982+ which
real property is either used in a trade or business or held
for the production of incomes or any taxpayer who acquires
title to real property located within this state prior to
December 31y 1982y which real property is used in a trade or
business or held for the production of income and is
equipped with such z=n energy system: may elect to amortize
the adjusted basis of the energy system based upon a period
of 60 months.

(2) In computing Montana taxable incomes amortization
is to be allowed as a deduction from Montana adjusted gross
incomc ratable over the 60-month period beginning with the
month in which the energy system is completed or acquired
and placed into service by the taxpayer. The election of the
taxpayer to claim the amortization deduction allowed by this
section is to be indicated in an appropriate statesent
attached to the taxpayer's income tax return for the taxable
year in which the energy system was completed or acquired
and -ptaced into service. The election of the taxpayer to

claim the amortization deduction does not preclude him from
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taking the tax credit.

{(3) As wused in this sectiony "“adjusted basis of the
energy system™ means an amount that is properly attributable
to the constructions reconstructions remodelings
installations o+ acquisition of the system LESS AMUUNTS OF
LRANIS RECEIVED.

Section %« Section B4~4906s ReleMe 1947+ is amended to
read as follows:

"84—4906. Deductions allowed in computing net income.
In computing net incomes there shati—be are allowed as
deductions:

{a) Fhe fthe items referred to in sections 161 and 211
of the Internal Revenue Code of 1954y or as sections 161 and
211 shall be 1labeled or amendedy except-that-stete—income
tox-pa+d-shati-not-be—deductible—and--a¥se subject to the
follawing exceptions provided-in-section—-84—438%y—retating

+o—items which are not deductibles:

f ] f . ¢ hi i
(b} Federat federal income tax paid within the taxable

-5 s8 167
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1 i t to | R 3 of thi £1e"

Section 5¢ Section 84-1502¢ 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
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 propertiess including
reasonable allowence for salaries for personal services
actually renderedy subject to the limitation hereinafter
containeds rentals or other payments required to be made as
a condition to the continued use or possassion of property
to which the corporation has not taken or is not taking
titlee or in which it has no equitye Ko deduction shall be
atlowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the states salaries of officers paid in
connection with securing such income shall be deductibles

2. (A) A1l losses actually sustained and charged off
within the year and not compensated by insurance or
otherwises including a reasonable allowance for the wear and

tear and obsolescence of property used in the trade or
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businessy 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. Howevers insofar as
¢ 1 . P ti ; justed L - £
% iod of &0 ! [ .

not _alloweds A1l elections for depreciation shall be the
same as the elections made for federal income tax purposesa.
No deductions except a% prowided ahgves shaldl be allowed for
any amount paid out for any buildingss permanent
improvements or betterments made to increase the value of
any property or estate and no deduction shall be made for
any amount of expense of restoring property or wmaking 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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operating loss carrybacks to such taxable periode The terms
*net operating 1loss® means the excess of the deductions
qllowed by this sections 84-1502¢ over the gross incomes
with the modifications specified in paragraph {b) of this
subsectione If Ffor any taxable period beginaning after
December 31y 1970y a net operating loss is sustaineds such
1oss 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 ite portion of such loss which shall be
carried to each of the other taxable vyears shall be the
excessy if anyy of the amount of such loss over the sum of
the net income for each of the prior taxable periods to
which such loss was carrieds. For purposes of the preceding
sentencey the net income for such prior taxable period shalil
be computed with the modifications specified in paragraph
(b) {ii}) of this subsection and by determining the amount of
the net operating loss deduction without regard to the net
operating loss for the loss period or any taxable period
thereafteres and the net income so computed shall not be
considered to be less than zerce

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

() No net operating 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
methods.

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

{d} 1In the case of a merger of corporationss 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 merger.

In the case of a consolidation of corporationss the new
corporate entity shall pot be allowed a deduction for net
operating losses sustained by the consolidated corporations
prior to the date of consolidationa

(e} Notwithstanding the provisions of section
B84-150841 (C}s RaCeMes 1947+ interest shall not be paid with
respect to a refund of tax resulting froem a net operating
loss carryback or carryovere

{(f} The net operating loss deduction shall not be
allowed with respect to taxable periods which ended ‘on eor
befora December 31y 1970y but shall be allowed only with
respect to taxable periocds beginning on or after January 1ls
1971.

3« In the case of minesy other natural depositss oil

and gas wellsy and timbers a reasonable allowance for
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depletion and for depreciation of improvementss such
reasonable allowance to be determined according to the
provisions of the internal revenue code in effect for the
taxable year. A1l elections made under the internal revenue
code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation 1license tax purposes shall be the same as the
elections made for federal income tax purposese

4= The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a 'deduction if paid on an indebtedness created
for the purchases maintenance or improvement of propefty or
for the conduct of business unless the income from such
property or business would be taxable under this acte

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

6. Taxes paid within the year except the following:

{a} Taxes imposed by this acte

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

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

United Statesa
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{d) Taxes imposed by any other state or country upon
or measured by net income or profitse

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

Section 6« There is a new Re(.M. section that reads as
follows:

Department of revenue dutiese The department of revenue
shall prescribe rules necessary to carry out the purposes of
this acte

Section T« There is 2 new R.l.Me section that reads as
follows:

Time of applications The provisions of this act apply
to all taxable years commencing after December 31, 1976.

-End—

-11- SB 167



HOUSE OF REPRESENTATIVES April

Taxation Committee amendments to

SENATE BILL NO. 167, third reading copy.
be amended in the third reading bill as follows:

1. Amend title, lines 9, 10 and 11.

Following: "“INCOME"

Strike: "OR LICENSE"

Following: "TAX"

Strike: "“CREDITS AND ACCELERATED AMORTIZATION OF"
Insert: "CREDIT FOR"

Following: "AMENDING"

Strike: "SECTIONS 84-1502 AND"

Insert: "SECTION"

2. Amend page 1, section 1, line 24.
Following: "46%"

Strike: "20%"

Insert: "10%"

Following: "20&"

Strike: "10%"

Insert: "5%"

3. Amend page 2, section 1, line 4.
Following: "2e&"

Strike: "10%

Insert: "5%"

Following: "164%"

Strike: "5%"

Insert: "2 1/2%"

4. Amend page 2, line 21, through line 6 on page 5.
Following: 1line 20
Strike: Sections 2 and 3 in their entirety

Renumber subsequent sections.

5. Amend page 5, section 4, lines 20-22.
Following: line 19
Strike: 1lines 20 through 22 in their entirety

6. Amend page 5, line 25 and line 1, page 6.
Following: line 24
Strike: subsection (¢) in its entirety

7. BAmend page 5, line 2 through line 5, page 11.
Following: line 1

Strike: Section 5 in its entirety

Renumber subsequent sections.

18,

1977
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SENATE 2ILL NO. 167
INTRODUCED BY RASMUSSENs HAGERs BROWNs ROBERTS,

KOLSTADy JERGESONs LENSINKe STEPHENSe BLAYLOCKes WARDEN

A BILL FOR AN ACT ENTITLED: ®AN ACT RELATING TO THE
TAXATION OF INCOME; PROVIDING INCENTIVES FOR THE
INSTALLATION OR ACQUISITIOM OF SOLAR OR OTHER RECOGNIZED
NONFOSSIL FORMS OF =~ ENERGY GENERATION BY TAXPAYERS BY
PROVIDING INCUME 8R—EFEENSE TAX EREB*?G—-*NB-—iEéEtEﬂ*?ED
AMORTEZAFEION-~®F LREDIT FOR THE COSTS OF THE SYSTEMS;
AMENDING SEECFIONS—B4-1502——aNE SECTION 84—#905' ReCeMe

1947.%

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

Section 1« Fnerqy system tax incentive for
individualses {1} A resident individual taxpayer who
completes installation of an energy system using a

recognized nonfossil form of eneray generations as defined
in B84-7402, in such taxpayer®s principal dwelling prior to
December 31y 1982s Oor who acquires title te a dwelling prior
to December 31y 1982, which dwelling is to be used as the
taxpayer®'s princioal dwelling and is a2quipped with an eneray
system for which the credit allowed by this section has
never been claimeds is entitled to claim a tax credit in an

amount equal to 46% 28% 10% of the first $1:000"and 26% 10%
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3% of the next $3,000 of the cost of such systems including
installation costss LESS GRANJS RECEIVED ore if the federal
qovernment provides for a tax credit substantially similar
fin kind (not in amount)s then a tax credit in an amount
equal to 20% 10X 5% of the first 31,000 and 6% 5% 2_1s2% of
the next $3,000 of the cost of such systemy including
installation costse LESS GCRANTS RECEIYED against the income
tax liability imposed against such taxpayer pursuant to
Title 84y chapter §9s Rele.Me 1947

{2) The tax credit is to be deducted from' the
taxpayer's income tax liability for the taxable year in
which the energy system was acquired by the taxpayere If
the amount of the tax credit exceeds the taxpayer®"s income
tax liability for the taxable yeary the amount which exceeds
the tax liability may be carried over for deduction from the
taxpayer*s incowme tax liability in the next succeeding
taxable year or years until the total amount of the tax
credit has been deducted from tax liahilitys Notwithstanding
the foregoing provisions no tax credit may be carried over
for deduction after the fourth taxable year succeeding the
taxable year in which the eneray system was acquired.

Section—2e——£neray———-system——-tax——ineentive-—for—rent
property-ownerss A-texpoyerv—including--a——cerporntionr—who
comntetes—inatettation——of——an —snergy——system —using—a

recoonired-nonfossit-form—of—eneray—aenereotiony—eas—defined
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FN-~84~F402v——upon-—reat——property—joented-within-this—astat=
prior—to—Becember—3iy—1982y—which-real—proserty—is——either
wyed—in——a-——trade-or-business—or—held—for—the—nroduction—of
Fneomey-or—ony—taxpayer—who—ecquires—title—to—rest—property
Tocated-—within-this—stete—prior—to—fecenber—3iy—1082y—which
reat-property—is—used—in—e—trade—or-business—or-heid—Ffor—the
production—of—income—and—is—equipped-with-rn—energy——systen
for——which-tha—ecredit—nttowed—by—this—section—hes-never-been
einimedy—is—entitiedto-clniman—inceme—tax—credit—or-in-the
case—of-n-corporation—o—ticense—toax—credit-—or—incone—tax
credit—in-an—anoumt-equal—+Lo—48% 2e%-ef—the—first—$3vy008-and
286% 10%-of-the-next—3$9y888-of-the—cost-of-the—enerody—systemy
¥ncluding—instetietion—costsvLESS- SRANTS-RECEIVED-Or—FF—the
federal—government-—provides—for—s—tex—credit—subastantinity
simittar—in—kind—{not—in—amountyvy-then-an-income—tax—ecredit
F-an—omount-equal—to—20% 18¥-of-the—first—5$3v060-ond-18N S&
of——the——next-——5$9y866—of —the-—cost—of—the—eneray-systeny
including—instedation—costavy—LESS —ERANFS—REECEIVED——or—an
amount—egual—to-the—toxneyerta—income—tax-—tinbitity-in-the
taxeble—yenr-for-wirich—the—eredit—is—ctainedy——whichever—is
tessy—-aeninst—the—tox—tiability-——imposed—anninst——such

tummmﬁmwmmmm

the-case—of-a—corporetiony—pursusnt—to-Fitie—B4y-chapter——35

eﬂm—ﬁﬁ-m—}%ﬂe—tﬁ-efeﬁtmmw
from—the-—taxpayeris——tox—tisbitity-for—the—texsble~year—in
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which—the—energy—syster—is-déquired-nand-plteced-into—servics
by-the—taxpeyers -
Sectton-Iv—Eledtion—tF—amortide—eneray-system-covtsy
$+1)-A-taxnayer——who—complefés—instettotion——of~<an——tneray
system———ugsing-—e——recognided—nonfossit—form——of——bnerqgy
generstiony——as—defined-—i~—84—~F402y—upon——reai-—property
Focarsd-—-within—this—stete—phior—to—Becenber—3iy-1982y—which
resi-property—is—either—used—in—a-trade—or—business—or——held
for—the—produetion-of—incdiey—ar—any—taxpaysr—who—ecquires
ti;t}e—te—nﬂ—pfepmgted?m—this——stm——prior——to
Eeeenber-é&ri%re&#—property—i—s—useﬁ—m—a-tm
busineses—or——hétd——for——tMi—production—of—income-——and—is
equioped-with—suveh-an—eneray—systemy-—mey-eltect——to-——amortive
the——adjusted-biiaFs—of-the-eneroy—syatem—based-upn-r—peryod
of-66-monthse
t2y——Fn—computing-Hentana—texshie—incomer——omortization
+a——to—be—attowed-ns-a-deduction—fron—MNontone-ndjusted-aross
necome-reatabie—over—the—-So-nonth-period-beainning—witih—the
month——+n—which—the—enercy-syaten—is—conpleted-or-acouired
and-pleaced-into—service-by-the—texpayerv-Fthe—etecrion—of—the
texpeyer—to—clteimthe-amortizration—deduction—nitowed-by—this
seetion—is—to——he——indicoted—in——an—appropriote-—-stotement
attached—to—the—texpayeris-income—tme-—return—Ffor—the—texeble
yeor——in——which—the—enerqgy-—aystenwas—completsd-or-acourred
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etaim—the—amortiration—deduction—does—not-prectude—himn—Ffrom
taking-the—tex—credits

t3——as-dsed-in—this—sectiony—Zsdijusted—basis-——of——the
enerqy-systenf-—aeans—an-amount—thet—+a-properiy-esttributable
to——-—the-———constructiony———reconstructiony————remodelinay
Fnsteitationy—or—eequisition—of—the-systen—LESS-—ANOUNTS—OF
SRANTS-REEEIVERw

Section Ze Section B84-4906¢ ReCeMe 1947y is amended to
read as follows:

"84-4906. Deductions allowed in computing n=t income.
In computing net incomey there shedd—be are allowed as
deductions: '

(a} ¥me the items referred to in sections 161 and 211
of the Internal Revenue Code of 1954+ or as sections 161 and

211 shall be labeled or amendeds exeept—that—-—-stete—income

tox——peid—shati—not—be-deduetiblte-ond-nlso subject to the
following exceptions provided—in—seetion—84—4989%y——reloting
to-items which gre not deductiblew:

-5— 5B 167
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" #4—1582¢~—Beductions—atiowed—in—computing-inconey In
computing-the—net—income—the—fotiowingdeductions—shotdi—be
ottowed-——from—the-gross—income—received-by—such—corporation
within—the—~yeor—from—asi—scurcess

re—~Ati-che-ordinary-end-——necessary—expenses——paid-——or
neurred—during—the——taxebbe——year——in-the-meintenance—and
operation——of——its-—businesy——and---propertiresy—inctuding
reasonable--attowance-—for——sotaries——for—personst—services
asctuatiy-renderedy-subfect—~to——the—Fiwmitatiom——hereinafter
contatnedvy—-rentats—or-other-payments-required—to—be-made—as
a—condition-to—the—continted-use-or—possession—of——properety
to——which——the——-corporation—hes—not—taken—or—is—not—taking
tittiey—or-in—-which—it—has—no-equityr—-No—deduction——sheli——be
attowed——for-—sateries—paid-upon—which—tiverecipient-thereof
has—not-paid—-Montona—state-income——teoxi—providedy——howevery
that—whefe—domest+e-cefporat+ens~efe-§a:ed-on-+ncome—derived
from——withott—the-—setatey-—astaries-—of—officers——paid—in
comnection—with-securing-such—incone—shati-he—deductibtes

2e——thi—Ati-tosses—actuatiy—susteined—and——cherqged——off
within -—the—-year-—and-—-not——cempensated-—by-—insurence——or
otherwisey—ineiuding~a-reasonabie-—nitovance—for-the-weor-and
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teor-and-obsolescence-of-—property-——used-—in——-the—trode—or

pusinsssy——sech—-nitowance—to-be—determined-sccording-—to-the

provistons—of-section—16F-of—the—internat—revenue——code—in
effect-with-respect—-to-the—taxeble—yearv-Howevery=inaofsr—os

not-eitonedy-Aii-etections—For——depreciation—shati—be——the

seme—as—the-etltections—nande—for—federai—-incone—tex-purposess
No—deductiony-except-as-—provided-abovey—shati—be—atiowed—for
any——-amount——peaid——ouvt-———for—-—any———buitdingsy——rvermonent
+mprovemnents——or—hetterments—mede—teo—incrense—the—yatoe—of
eny-property-or—estate-and-no—deduction-shoit-—be—made——for
any-—amount——of—expense-of-restoring-property-or-making—good
the—exhaustion-thereof—for-which-an-atiowance—isor-hns—heen
nedew

8- ta)}—-Fhere—sheti-be—nllowed-ns-s—deduction—for——the
taxable-—period-——p-—net—éperating—toss-deduction—determined
according—to—the~provisions—of——this——stubsectiony——Fhe——-net

operating-—toss——deduction—+3—the-sggreante—of—net-operating
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Toss—ecarryovers—to——avch——taxebie——perisd—plus-—the—-net
operating——loss——ecarrybacks-to-such—taxeble-periode—Fhe—term
Bnet-operating-toss*-—means—the-—excess—of-—the—deduetions
atiowed——by——this—sectiony—84—1582v—over—the—gross—incorey
with—the-modificobttons—specified—inparagraph——tbi——of-—this
asubsections——if—For—-asny——taxobhie-—perivd——beainning——after
Beeember—3ty-19F78v—a—net-opersting-toss—is—sustainedy-—such
$os3——shati-be-a-net-operatino—ioss—coerryback-to—soch—of—the
three—{3j—toxnbie—periocds-preceding-the—taxable——period-—of
su§h~—4oss——anﬂ~—shu}¥-—be—e—net—opefeting—*ess—eoffrovef-to
esch—of-the—five—{5i-taxabie—periods—foltowing—the-—taxovte
pericd—of-sueh—iessy-Fhe—portion—of-such—toss—which—shett—be
earried-——to~—each—of-—the—other—toxabie—years—sheli—he-the
excessy—if-anyy-of—the—amovnt—of—such-toss—over—the——sum——of
the—met—income——for-—each—of—the-prior—taxeble-periods—ts
which-sgeh-loss—was—carriede—For-purposes—of-—the——preceding
sentencey—the-net—income—~for—such—prior—taxebje—period-shaid
be-—ecorputed-—with-—the-modifications—specified—imparsereph
thy—+i+y-of—-this—subsection—ond—by-determinina-—the—anount—of
the—net—operating-toss—deduction—without—regard—to——the-——mnet
opereting——toss-—for-—the——toss—period-or-any—taxebie-period
thereaftery—and—the-net—income——so——computed——shali—not——be
considered-to-be—tess—than-rerow
+b}——Fhe--modifications—referred—to—in—pursereaph—fed-of
this—subsection—shall-—be—ns—foliowss
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+i¥-—No-net—operating—toss—deduction-sheti—be-—aitoweds
t+i#1¥-Fhe——deduction——For—depietion—shali-—not—exceed-the
ameunt—whieh-wouid—be-—atioweabte—if-conputed-under——the——cost
methods
tey-—h-—net——operating——less—deduction-shali—be—ottowed
onty—with—regard—to—loases——etiributeble——to-—the——busineas
carried-on—within—the—state-of-MHontenew
tdr-—in-—the-—cese——of—o—-merger—of—corporationsy—the
surviving—corporation—sheli-not—be-ailowed-a——net-——ecpersting
Foss—deduction——for——net-—operating-iosses—sustained-by—the
werged—corporeotions-prior—to-the—date—of-mergers
Fn-the—case—of-o-tonsotidation—of-corporationsy—the—new
corporate-entity—shnit-not—be-aiionwed-a—deduction—for-—net
eperating--osses—-sustuined—by-the-consoiideted—<corporations
prior—to—the—dote—of-consotidetions
{ter——Notwithstonding-—the——provisions——of———syection
84-1588vt—tc}y—ReCsiev—2194Fy—interest—shoid-nor—be—poid-with
reapect-—to——a——refund-of-tax—resuitine frome—net—operating
toss~carryback—or—carryovers
+f-—Fhe—net—operating —-Foss——-deduction——shail——not——be
atiowed——with——respect-—to—toxeble-periods-which-ended-on-or
before—pecember—3ty~1938y-but—sheti--be——ettowed—onty——witn
respect—-to-toaxable—perifis-beginning-on——or—after—Jdansery-ivy
+9¥3w

Fev—in-the-case—of-minesy—other—naturai--depositsy—oit
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and-—any——wettsy—and——timbery—e——reasonabte—aliownnce—for
depltetion—ond--for——deprecistion——of——improvementsy——such
reasonshie—atriowance—+to—be—deternined-—accofrding—to—the
provisions—of-the—internad-reveme—code—in——effect——For—the
taxable-—yesrv—A-etections—made—under—the—internai—revenue
eode—with-respect—to—ecapitotiring-or——expensing—expltorstion
end——devetopment—costs—and-intengible—drit¥ing-expenses—for
corporation—tFicense—tax—-purpoves—shali-be—the—same—as—ihe
etections—mede—for—federai—income—tax—purposesy
4v—Fhe—omount—of—interest-padid-within-—the—year—on—its
+ndepeedness—incurred—in—theoperationrof-the—business——Fron
whith—+to-—income~—is——derivedt——but——mo——interest—shati-be
sHrowed-as—a-deduction—if-poid-on—en—indebtedness——erented
for-—the-purchesevr-maintenance-or—improvenent—of—property-or
for~the-conduct—of-business—untess——the—income——From——sueh
property-or—business-wouid—be-toxabie—under—this-ascts
Sv~—interest——income——from——obligotions—-of-the-—state—of
Hontanay-or—any-potitical—agbdiviston—or—municipatity-—of—the
stote—of-Montenas
bx——Faxes-oard-within-the—year—except-the—foltowinge
tay-—Faxes—imposed-by-this—dety
+hi—-Faxes—assessed-against—tocni—benefite—of—a——icind
tenmdina—teo—tnereasse—the—vatue-of—the—property-assesseds
tei—Faxes-on—or—according—to—or—mesyuvred—hy-net—income
or--profits——imposed—phy-——avthority-of-the—government—of-the
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United-Statesy
td)y——Fones—imposed—by—ony-vther—state—or——country-—upon
or—measured—by-net—income—or—profitse

Faxes-——-deductibie—under—thizs—sect-shail—bhe-construed—to
nelvde—toxes-inposed-by—-any—eountyy——school——district—or
municipality—of-—this-stetes®

Section 3« There is 3@ new ReCeaMa section that reads as
follows:

Departaent of revenue dutiese The department of revenue
shall prescribe rules necessary to carry out the purposes of
this acte '

Section 4« There is a new Re.CeM. section that reads as
follows:

Time of application. The provisions of this act apply
to all taxable years commencing after December 31y 1976.

—End-
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