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46th Leqislature LC. 05?7/01 

2 INTRODUCED BY d""fdl'tJ;,i( ~ 
3 

4 A BILl FOR AN ACT ENTITLED: •AN ACT PROVIDING FOR TH~ 

5 DEDUCTION OF CHARITABLE CONTRIBUTIONS AND GIFTS IN COMPUTING 

6 NET INCO~E F~R THE PAYMENT Of THE CORPORATION LICENSE TAX; 

1 AMENDING SECTION 15-31-114. PICA; AND PROVIDING AN 

<! APPLICABILITY AND EFFECTIVE DATE.• 

9 

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

11 Section 1. ~ection 15-31-l14t HCA, is a~ended to read: 

12 "15-31-114· Deductions allowed in coaputing inca.e. ln 

13 co~puting the net inco•e• the follo~ln~ deductions shall be 

14 allowed from the gross inco•e received by such corporation 

1'o within the ye~r fro• all sources: 

16 (l) All the ordinary and necessary expenses paid or 

17 incurred auring the taKable year in th~ Maintenance and 

l!l op~ration of its business and properties, Including 

19 reasonable allowance for salaries for personal services 

~ ~ctudlly re.-,de..:•a, subject to the limitC~tion hereindftcr 

21 contained, rentals or other pay.ents required to be aade as 

22 a conditicn to the continued use or possession of property 

2.3 to which the corporation has not taken or is not taking 

24 titl~ or in which it has no equity. ~a deduction shall be 

25 allowed for salaries paid upon which the recipient ther~of 
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has not paid Montana state inco•e tax; provided, however, 

that where doeestic corpor.•tions are taxed on incO<I'e derived 

fro• without the state, salaries of officers paid in 

conn-action with securin9 such incoee 5hall be deduct"itle. 

(l) (at All losses actually sustained and charged off 

~ithin the year and not co•pensated by insurance or 

otherwise, includinq a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, 5uch allowance to be deter•ined 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 sa.e as the elections .ade for 

federal inco.e tax purposes. No deduction shall be allowed 

for any a.aunt paid out for any buildings, per111anent 

i~prove~rrts, or bettereents •ade to increase the value of 

any property or estate, and no deduction shall be aade for 

any 3mount of expense of restoring property or makina qood 

the ..,xhaustion thereof for which an allowance is or has been 

aade. 

(b) (i) Ther~ shall be alloweJ os a ~~duction for thP 

taxable period a net operatin~ loss deduction determined 

dCcording to the provisions of this subsection. The net 

operatin3 loss deduction is the aggregate of net operating 

1 ass carryovers to such taxable period plus the net 

operatinq 1oss carrybacks to such taxable p<>riod. The term 
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•net ope~ating los~· aeans the excess of the deductions 

allowed by this section. 15-31-114o oVPr the gross income. 

with the .odifications specified in liil of this subsection. 

lf for ony t~1x.:1ble ~'er iod oP~Jinnin·' !f tPT ~1,~ce·;rH'f" ~1,. 1(.}70, 

a net o~ratlng loss is sust~inerlo such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of "uch loss .~nd ~hall 

be a net operatin':l loss carryover to each of th<! five 

taxable periods following the taxable period of such less. A 

net operating loss for any taxable period ending aft.er 

oece.~er 3lo 1975o in addition to being a net operating loss 

carry~ack to each of the three preceding taxable periods. 

shall ~e a net operating loss carryove~ to each of the seven 

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 th~ 

a .aunt of such 1 oss over the s U"' of the net i nco•e for e-.1ch 

of the prior taxable periods to ~hich such loss was carried. 

for purposes of the preceding sentence, the net incoae for 

such prior taxable period shall be coMputed with the 

~ooifications specified in (ii)IB) of this subsection anc by 

deter•ining the a-aunt of the net operating loss deduction 

without regard to the net operating loss for the loss ~eriod 

or any t~xable period thereafter, and the net income ~ry 

computed shall not be considered to be less tnan zero. 
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Iii) The modifications referred to in li) of this 

subsection shall be as follows: 

IAI No net operating loss deduction shall be dllowed. 

{~) The deduction for depletion shall not exc~~d th• 

·•lllount which would be allowable if computqd under the cost 

11ethod. 

liii) A net operating loss deduction shall b._, dlowe..J 

only with reyard to losses dttributable to the uusiness 

carried on within the state of Montana. 

(iv) In the Cd5e of a m~rger of corpor~tions, th~ 

s.urviving corporation shall not be allr)wed a 'l'='t or-Pr..:.tiin· 

loss deduction for net operating losses sustained hy thR 

aerged corporations prior to the date of merger. In the case 

of a consolidation of corporations. the new corporate entity 

shall not be allowed a deduction for net operatiny losses 

sustained by the consolidated corporations prior to tne date 

of consol idatlon. 

(VI Notwithstanding the vrovisions ot 1~-31-SHo 

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

resulting from a net operating loss carryback or c~rryover. 

{vi) The net operating loss deduction shall not oe 

allowed with respect to taxable pe~iods which ended on or 

before December 31 0 1970o but shall be allowed only with 

respect to taxable periods beginning on or after January l• 

1971. 
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(3) In the case of mines, other natural deposits. oil 

and gas wellso and ti•bero a reasonable allowan<e for 

rlepletion and for depreciation of improvement.s; such 

reasonable allowance to be detersined according to the 

~ro~isions of the Internal Revenue Code in effect for th~ 

taxable year. All elections ~ade under the Internal Revenu~ 

Code ~ith respect to capitalizin~ or expensing ~xploration 

~nd development costs and intangible drilling expenses for 

corporation license tax purposes shall be the sa•e as the 

elections made for federal inca.e tax purposes. 

(4) Th~ aaount of interest paid within the year on its 

indebtedness incurred in the operation of the business fro• 

which its income is derived; ~ut no interest shall be 

~lloned as a deduction if paid on an indebtedness cre~teo 

for the purchase, aaintenance, or iaproveaent of property or 

for the conduct of business unless the lnca.e fr~ such 

property or business would be taxable under this part. 

(5) Interest incoae fro• obligations of the stdt~ or 

19 any political subdivision or aunicipallty of the state. 

20 (t.) (a) Taxe5 paid within the yea~ ex~ept th" 

2 l f o 11 ow i ng : 

22 (i) Taxes imposed by this part. 

23 (ii) Taxes assessed against local benefits of a kind 

24 tending to inc~ease the value of the p~operty assessed. 

:25 (iii) Taxes on or according to or measured by net 
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income or profits imposed by authority of the gover~ent of 

the United States. 

(iv) Taxes iaposed by any other state or country upon 

or aeaSUh>d 1 by net i11coete or profits. 

(b) Taxes deductit>le under this part shall be 

construed to include taxes iaposed by any county, school 

district, or aunicipality of this state. 

(7) That portion of an energy-related investaent 

allowed as a deduction under 15-32-103. 

18) tharitable contributions and gifts that guallfyw 

dQd to th@ &Jtent allgweds as a dadyctjgn frga the gross 

incoee of a cgrporatjgn under sectjgn 110 gf tbe Internal 

Reysnu@ tode. as amended.• 

Section 2. Applicability and effective date. This act 

is effective on pas~agc and approval and applies to taxable 

years beyinniny after Oece&be~ 31, 1978. 

-fnd-
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.. 
STATE OF MONTANA 

REQUEST NO. ?.1=79 ____ _ 
FISCAL NOTE 

Form /W-15 

In com~-tliance with a written request received .. -~~~1l.l.~~~y __ }_7. _. _. _ , 19 79_. , there IS hereby submitted a Fiscal Note 

for __ ~~- _1_2) _____ . _________ -----~- pursuant to Chapter 53, Laws of Montana, 1965- Thirty-Ninth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION: 

This bill provides for the deduction of charitable contributions and gifts in 
computing net income for the payment of the Corporation License Tax. 

ASSUMPTIONS: 

1) Actu;tJ Corporation License Tax collections during FY78 were $29.239 M. 
2) Corporation License Tax collections are estimated to be $35.0 M in FY80 

and $36.0 Min FY81. 
3) The percentage decrease in Corporation License Tax collections due to 

this legislation should be about 1.1% for both FY80 and FY81. 
4) No change in administrative expenses will be noted. 

FISCAL IMPACT: 

Corp. Lie. Tax 
under current 
under proposed 

Total Decrease 

FUND INFORMATION: 

General Fund 
School Fund Program 

law 
law 

FY80 

$ 35,000,000 
_)4 '6!_5~00 

FY80 

Long-Range Building Sinking Account 

($246,400) 
( 96,250) 

_{_ --~-2~_Q) 
c\~~:oB"'?'"?=o_o~) 

OTHER COMMENTS: 

FY81 

$ 36,000,000 
35,604,000 

($396,000) 

FY81 

($253,440) 
( 99,000) 

_(_ 43 ,560) 
($396,000) 

It is noted that revenues to the Public School Equalization Earmarked Revenue 
Account are used to support the Public School Foundation Program; therefore, any 
decrease in revenues to that accounting entity either (1) results in a decrease in 
the Foundation Program schedules, (2) requires additional support from other con­
tributors to the Foundation Program (oil and gas royalties, corporation license 
tax, individual income tax, State General Fund appropriation, etc.), or (3) requires 
a state deficiency I evy. ,€ .;.,c J_ £._ :}- .1..-. 

B~rr;;;ECTQ;"' ... e1 T , 

Office of Budget and Program Planning 

Date:_ /,)~ 3/7 'f 



OTHER COMMENTS (continued) 

Also, for all practicable purposes, revenue decreases to the Long-range 
Building Sinking Account are decreases to the General Fund since collections 
in excess of debt service requirements are transferred to the General Fund. 

,· 
LONG-RANGE EFFECTS: 

Revenue from the Corporation License Tax would be about 1% less under the 
proposed law than it would be under current law. 
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