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" INTRODUCED BY 

t:"~BILL NO. ~ 

3 BY REQUEST OF THE DEPARTMENT OF REVENUE 

4 

5 A BILL FOR AN ACT ENTITLED: •AN ICT 0 REVISE AND CLARIFY 

6 THE LAW PROVIDING FOR TAX INCENTIVES FOR ENERGY CONSERVATION 

1 AND THE USE OF ALTERNATIVE ENERGY SOURCES; AMENDING SECTIONS 

8 15-Ju--121. 15-31-114. 15-32-102 THROUGH 15-32-105, 

9 15-32-201• AND 15-32-202, MCA; REPEALING SECTION 15-32-106, 
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HCA; AND PROVIDING AN IMHEOI-TE EFFECTIVE DATE.• 

BE IT ENACTED BY THE LEGISLATU~E OF THE STATE Of MONTANA: 

Section 1. Section 15-32-lOZ, HCAo i~ a•ended to read: 

"15-32-102. Definitions. As used in this part the 

fo11owir.g definitions apply: 

(1) "Building• .eans a single or .ultiple dwelling, 

including a mobile ho•eo or a building used for co .. ercia1 0 

industri~l. or agricultural purposes, which is enclosed with 

walls and a roof. 

(21 •Eep~~s+--+ftve~~~·~~---~y---•a~~+e~---or 

eq~•p~-p~reh~d-a~•~~~e++~~-e-eu•+e•ftg-or-+e"d-w+~h 

&r--.. ~ft8~~-iMpro•e~ •cost• •eao$ the ioitalled 'Oit gf 

an imprgyeaeot. 

( 3) • E-r ~y-eG~"ts-¥O~+eft-1"1"'1'0~e._-e~s-o~e-or -•ore-ot 

~he-te++~~n~resu+~s-&f-~-·~~-~~·-~~e+n~--the--wes~e 
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--6+•si~tettiet~o ef 

---~--.~y---ri-~ 

•Jagrgye .. pt ••de fgr the purpoie gf cgnseryJng energy• 

It eeans installatlQQ gf tba fpllpwjog ite•l: 

5 CaJ in a byildjng iUb$tantjaJJr CARPl•tad pr jn use QO 

6 January la 1911: 

1 
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(il !gsulatigo fgr flgorso valise ceiljngse agd cpgfsi 

Iii! ipsul«tjoo fgr pipes 4Qd dU£\$ located ip 

9 ngoheat•d areaa; 
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(ilil lnsylatlgn fqr bot •at•r baatar$i 

Ciyl lpsulata4 aiding baviDQ an fnsulat,iog Castor 

sybstagt!a11y in excess qf regular $id!ng ••terial: 

lvl s\qr• dporso star• windOM$• and trjpla=glazad 

wjndcws: 

Lyil iosylated axtecjgr dgqrs; 

(vii) caylkigg agd weatberstrigping; 

Uli-JfwiLr,t•~nL1~··~'~•---_ ~· --
dopr$i [aycet,s; 
t be flow f_r_ ... _ 

ljxl deyice ro•puter-ac 
s -Jt-~uii.•..S:t.~etJdiL_-4 __ _ "ven or lock-dee -ext c __ 

deyjses for be•ting and topljog $Yite•s; 

lbl jo a bujldjgg oat $Ubstantjally cpWglete go 

Japyary 1a 1911: 

Ill lnsuJatjoo for fJoorsa Wdlls, cejlingsa ao4 roofs 

that exceeds requireMents needed tg cgofor• wjth the 

~erja 1et. forth in t.he $tate Code fgr energy cgoservatjgg 
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Q.Qstryctjoo: located jo build~_~; d ~-LU_u~---- !pes an_ 
1 tlgo fgr p Oil lnsy_a_ 

heated areas; t.er heaters; 
OOQ___ hot ..IWua~.~_..,_..,_._. __ ~ lation fgr Oii) insy __ _ 

rjw) store doors, stora windows• and trlple=glazed 

wjndpwsj 

(y) io,ulated axter!or dQQCSi 

(yil glass fireplace dggrsi 

(yiil deyjces li•lting tba flow fro- hot water faucets: 

«yliit clock-drjvao or cgwouter-actuatgd regulator¥ 

4evlcgs fgr beating and copling S¥stews. 

t+t-_.Reeo§nl~ed--~~~..-of-energy ,-nere~ion• 

----~'t.--~-'t:!'Mt--111:+f.f.re~len of so••r Metw -rifHho 

se+fll--wert~----~ deeowpo•+:t+on-eF~+e-w~~es-f'eT 

eept11r i"!!! ener§y-or eon¥erU"'} ene'r§r ~---+tn:--r.tebH 

~eesy--+er--~he- prodaet+en- ef eteetrfe-~ froe so•+e 

weod--weffe~y--eM--e+.e-___.. ___ ••e•t ~e.--+et>-~I'M 

~+tft+on--of'-~et'-~-by -en 1-M-att-"+.poam!.-M-nO't 

~-~8-eet"e~sar~e ereee• 

Section z. Section 15-3Z-103e "CAo is awended to read: 

•15-32-103. Deduction for energy-conserving 

+a¥e~-~~ i•prgyeaents. (1) In addition to all other 

deductions fro• adjusted gross individual incoae allOMed in 

coeputinq taxable income under cnapter 30 or fro• 9ross 

corporate incoee allowed in coeputlng net !ocoee under 
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chJpter 31, part 1, a taxpay~r may deduct a portion of ~+~ 

eMpeftd~~~e-40r-e-eep~+-fn.e~~-~-ft--e~·~~-~Ot"--e" 

~e~gy-eGftserve~foa-pat'9~~ the cost of an improvement made 

fUL- the pyrpgse of cgnseryjog energy in accordance with the 

following schedule: 

If the +nne++~on-Ot" If the +fts~e++et+oft-~ 

·--~O't; i•g.:gKat~ot ~en-fit i IIQr!;llU:IIf:Dt 

is wade in a residential is aade in a bu i 1 din·~ 

btl! 1 ding: not used as a residence: 

100~ of first SloOOO expended 100~ of first S2o000 expended 

so~ of next SloOOO expended 50:1: of next SZoOOO expended 

20~ of next S1o000 expended 20:1: of next S2,000 expended 

10~ of next $1oOOO expended 10'4 of next s.z,ooo expended 

(2) This tax treataent +s-~ubjeet-~e-oppreYe+--o~--~he 

chtpe~~-M-en---i~pp++e~--,wew+ded-+n-~~-~~i-9&-e"d 

aay not be claimed for se--ea~-of--~--e•pe"d+ture--8"~ 

eftpf~--+"~~--&S--+~ any part of the co~t_~ 

japrgygaent financed by a state, federal, or private gran 

for energy conservation.• 

Section 3. Section 15-32-104, MCAo is amended to read: 

•tS-32-104. Ll•itations on deduction. Tax treatment 

under 15-32-103 is liaited to: 

( 1) eftp+~e+--+rw-e"'~..-..~~ 

January lo 1975; 

i •proyements made <'fter 

(2) persons and firau. not primarily engaged in t.>e 
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provision of gas 0r electricity derived fro~ fossil fuel 

extraction or conventional hydroelectric developaent; and 

(3] a ceiling of SlOOoOOO in tax savings per year to 

3ny one person o~ firm.~ 

Section 4. Section 15-32-105 MCA, is aaended to read: 

"15-32-105. Application to new construction-- rules. 

It is the Intent of the legislature that no deduction under 

this part be all owed for e~rte+-+ft'l'ert-M--f----e"e-rgy 

een~~~t:+on-preet:+ee an iaproyeaent •ade fpr the w•rpose pf 

cooseryjog energy in the ne~ construction of a building if 

that eep+t:e+-+RY~aeftt jmprgye6QOt would have been Bade 

under established standards of new construction. The 

department of revenue shall adopt rules to lapleaent this 

legislative intent. Such rules shall be based on the best 

currently available aethods of analysis, including those of 

the national bureau of standards, the depart-at of housinq 

and urban developaento and other federal agencies and 

professional societies and materials developed by the 

depart»ent. Provisions shall be aade for an annual updating 

of rules and standards as required." 

Section 5. Section 15-32-201o MCA. Is a.-ended to re.,CI: 

"15-32-201. Aaoa~-of--ered+t:------t:o--whe.-eve++eb+e 

~edjt for alternative energy sources. (1) In ~-i~D 

~rnatjye energy sources ace sglar ~ergv. geot~ 

energy. deco•oosjtjon gf grganic wastes. $Q]id waste$• and 
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tbe !~gundwaot gf water with a surface area not exceeding 

20 ac,re1. 

lZl A resident individual taxpayer who e-Jifetes 

ins~eJiat:ien -ef--&ft-~~ installs a systea .-~-e 

reea§ni~ed NM>fo•sil fe•• ef ftner~ eeneratienv--es de*ifted 

~§-;~ ut:Uiztng an alt.eruat.he e09rgy sgyuo in ~ 

lb& taxpayer•s principal dwelling prior to Deceaber 3lo 

198Zo or who acquires title to a dwelling prior to Oecesber 

31• 1982• wh+eh--dwe+++~s to be used as the taxpayer's 

principal dwelling and~ Is equipped with en eneP!Y a 

syst~ utilizing an olteroatlya aoergr sgurca for which the 

credit allowed by this part has never been clal .. do +s 

~~ a4J claie a tax credit equal to 101: 

of the first S1o000 and 51: of the next S3o000 of the cost of 

seeh ~ systeao Including installation costse less grants 

received -· against the taXQapc•s tru:;cwe ux I labiJ itW 

pyr5uant to chapter 30. +f 1f the federal governeent 

provides ~ a tax credit substantially slailar in kind (not 

in aeountt• then tbe ta•payer aaw claia a tal credit +n--en 

e~~ equal to 5t of the first S1o000 and Z 1/21: of the 

next S3o000 of the cost of S1fetl tlle. systeao · Including 

Installation costso less grants received~ against the incoae 

tax 1 lability +epesed--e~s~·~~expeyer pursuant to 

chapter 30.• 

Section 6. Section 15-32-202, MCAo Is aaended to read: 

-b- I-ff; ,...., , 
..,. ''/ -' f . 
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•15-32-202. Taxable years In which credit eay be 

clal-d ee~y-~ carrypyar. The tax credit is to be 

deducted fro• the taxpayer's lncoee tax liability for the 

taxable year 9ft ~ which the eRe~ systee was 

placgd in seryice by the taxpayer. If the aeount of the tax 

credit exceeds the taxpayer's incoee tax liability for the 

taxable year, the aeount which exceeds the tax liability .ay 

be carried over for deduction fro• the taxpayer's incoee tax 

liability in the next succeeding taxable year or years until 

the total a-nt of the tax credit has; been dedUcted froe 

tax liability. Notwithstanding the foregoing provision, no 

tax credit _, be carried -er for deduction after the 

fourth taxable year succeeding the taxable year In which the 

ener.r syste• was ~red placed ~0 service.• 

Section T. Sect I on 15-30-1219 !CAt Is -ftded to read& 

•ts-3o-1Z1. Deductions allowed In co.puting net 

incoee. In coeputlng net incoee. there are allowed as 

deductions: 

(1) the lt .. s referred to In sections 161 and 211 of 

the Internal Revenue C.ode of 19~, or as sections 161 and 

211 shall be labeled or ar.endedo subj~ct to the following 

exceptions which are not deductible: 

Ia) itees provided for on 1,_>v-1l3i 

'D) otate lnca.e taa pgoo; 

tlJ t~oeral incoae tax p?;o wttnin tne taxao•e year; 
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(3) child and dependent care expenses determined in 

accordance with the provisions of section 21~ of the 

Internal Revenue Code of 195~ that were in effect for the 

taxable year that began January '• 197'o; 

C~) that portion of an energy-related +~WeS~ 

jmprQYRM@Ct allowed as a deduction under 15-32-103.• 

Section 8. Section 15-31-ll'oe HCA• is aDended to read: 

•1S-31-11lt• Deductions allowed in computing inca.e. In 

coaputing the net incoee, the following deductions shall be 

allowed fro• the gross income received by such corporation 

within the year fro• all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year In the aaintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the lieitation hereinafter 

contained• rentals or other pay•ents required to be made as 

a condition to the continued use or possession of propert 

to vhtch the corporation has not taken or is not taking 

title or in which it has no "'C:'lity. No deduct ion shall be 

allo-..ed for salaries po;ti upon "'iHcn t.he recipient thereof 

h3s not paid Montana state •n~o•e tax; providedo however, 

that whero; lloaestit. (.,•f'l>Or<,r.io·•s are ta····'d O'' income derive(. 

fro• wit,.,, ,.U'- 'Lue :a.l..Ot-!9 $-dtilof t4C'::. of Otrt ~t:!. r.:tl( •n 

;..,.llf.i:r'"''-'(H:j .. r'LJ• :»llltC" 1f"Wfl~ :=..'tCI~ IP~-6We :.;1-t""ll b~ U~ !ULt.,t•lt: 
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(2) (a] A11 losses actually sustained and charged off 

within the year and not co•pensated by insurance or 

otherwise. including a reasonable allowance for the wear and 

tear and ob5olescence of property used in the tr~de or 

business, such allowance to be determined according to the 

provisions of section 167 of the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

depreciation shall be the same as the elections aade for 

federal income tax purposes. No deduction shall be allowed 

for any aRDunt paid out For any buildings, permanent 

improvements. or betterments made to increase the value of 

any property or estate, and n~ deduction shall be made for 

any amount of expense of restoring property or aaking good 

the ~xhaustion thereof for which an allowance is or has been 

.wade. 

{b) (i) 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 

1 oss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The ter01 

nnet operating loss• .eans the excess of the deductions 

allowed by this section, 15-31-11~, over the gross inco•~• 

with the 1110difications specified in (iii of this subsect.ion. 

If for any taxable period beginning after Oece•ber 31• 1970, 
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a net operating loss is sustained. such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods follo~ing the taxable period of such loss. A 

net operating loss for any taxable period ending after 

Oeceaber 31o 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss ~hlch shall be carried to each of 

the other taxable years shall be the excess, If any. of the 

aeount of such loss over the sum of the net incoee for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net inco•e for 

such prior taxable period shall be co•puted with the 

modifications specified In (ii)(S) of this subsection and by 

deter•lning the a•ount of the net operatinq loss deduction 

~ithout regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zgro. 

(il) The eodifications referred to in (i) of this 

subsection shall be as follows: 

(AI No net operating loss deduction shall be allowed. 

(S) The deduction for depletion shall not exceed the 

-10-
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a•ount which >o'ould te all·~wc>blc if c<>or.puto>d 11n~~:'r t_h., c<>st 

.ethodo 

(iii) A net operJtinq loss de!uction shall be allowed 

only with regard to loss~s at1ributdble to the business 

carried on within the state of Mont~nao 

(iv) In the case of a merqor cf corporations, the 

surviving corporation shall not be allnwed a net operating 

loss deduction for net operdting losses sustained by the 

~erged corporations prior to the d4te of .erger. In the case 

of a consolidation of corporati<>nsr the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the P,rovlslons of 15-31-Sllo 

interest shall not be paid with respect to a refund of tax 

resulting froa a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable period' which ended on or 

before December 31, 1970, but shall be allaved only with 

respect to taxable periods beginniny on or after January lo 

1971. 

(3) In the case of mines, other natural deposits, oil 

and gas wells, and timber, "' reasonable -•11 owi!nce for 

depl~tion and for depreciation of i mp,.-ovements i such 

reasonable allowance to be ~eter•ined according to the 
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provisions of the Internal Rev~nue Code in effect for the 

taxable year. All elections •ade under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

.Jnd develop111ent costs and intangible dri 11 ing expenses for 

~orporation license tax purposes shall be the same as the 

elections 111aae for federal inco•e tax purposes. 

(4) The a•ount of interest paid within the year on its 

indebtedness incurred in the operation of the business fro• 

which its income is derived; but no interest shall be 

dllo~ed as a deduction if paid on an indebtednes5 erected 

for the purchase, aaintenanceo or i111provement of property or 

for the conduct of business unless the inc0111e from such 

property or business would be taxable under this part. 

(5) Interest lnco•e fro• obligations of the state or 

any political subdivision or .unicipality of the state. 

(&) (at Taxes paid within the year except the 

following: 

(it Taxes i111posed by this part.. 

(II) Taxes assessed against local benefits of a kind 

t~oding to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by oPt 

incoue or profits i•posed by authority of the government of 

the United States. 

1 iv) Taxes i01posed by any other state or country upon 

or aeasured by net ioco.e or profits. 

-12-
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(b) Taxes deductible under" this pal'"t shall be 

2 constr"ued to include taxes imposed by any county. school 

3 district. or Municipality of this state. 

4 (7) That por"tion of an ener"gy-r"elated +~e..~ 

5 

b 

jmpr"oyement allowed as a deduction under" 15-32-103.• 

Section 9. Repealer"• Section 15-32-106• MCA, 

7 r"epeal ed. 

is 

8 Section 10. Effective date. This act Is effective on 

9 passage and appr"oval and applies to taxable year"s beginning 

10 after" December" 31, 1978. 

-End-
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STATE OF MONTANA 
REQUEST NO .. 448-79 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received . Murch 9 19 ....:J.!1_ , there is hereby submitted a Fiscal Note 

for ..H.ous.c. JUll. -l.JA ________ --- pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION 

This proposed bill revises and clarifies the law providing for tax incentives for energy 
conservation and the use of alternative energy sources. 

FISCAL IMPACT 

No Fiscal Impact. 

£_·44.,J tX' .} "-<--

{Prepared by the Department of Revenue) 
BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: _....,yi:.....J~J'-1(~2!...,'1~---


