
HOUSE DILL NO. 237 

IrJTR0Dt1C£D BY McBRIDE, 8. tlROvltl 

BY REQUEST OF THt-; DEPAR'l'MF.N'T' OF NN.t'URAL RESOURCES AND CONSP:HVATION 
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.Fiscal note rtKJUtH:~ted. 

Fiscal note returned. 

Committee recommend bill 
do pass as amended. 
Report adopted. 

Rill printerl and plnced on 
members• desks. 
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Committee on Taxation. 
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March 20, 1981 

April 7, 1981 

1\.pril s, 1981 

April 9, 1981 

ltJ ~J.'HE HOUSE 

Returned from Senate with 
amendments. 

Second readinq, pass 
consideration. 

Seconi! readin9, amendments 
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~7th Legislature LC 0137{01 

1 

2 

3 

4 

5 

6 

7 

B 

9 

10 

11 

12 

lJ 

14 

1~ 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

J:lt2f./.<;£ eiLL NO. J.j1_ 
INTROOUCFD BY :;n1t:'flnd£/ ~~4-------------

BY REQUEST Of TH£ 

DEPARTMENT OF NATURAL RESOURC£S AND CONSERVATIO~ 

A BILL FCR AN ACT ENTITLED: •AN ACT TO PROVICE A CREDIT 

AGAINST INDIVIDUAL INCOME TAX LIABILITY UND~R TITLE 15, 

CHAPTER 30, MCA, FOR CAPITAL EXPENDITURES FOR 

~NERGY-CD~SERVING PURPOSES; ELIMINATING TH£ DEDUCTIO~ FRO~ 

INDIVInUAL INCOME TAX LIABILITY FOR SUCH EXP£NDITURES; 

PRCVIDING AN APPLICAEILITY DATE; AND AMENDING SECTIONS 

15-30-121, 15-30-131, AND 15-32-103 THROUGH 15-32-106, MCA.• 

3f IT ENACTED BY THE LEGISLATURE OF THE STATE Of MONTANA: 

~EW SECTION. Section 1. Credit for energy-conserving 

expenditures. (1) Subject to the restrictions of subsections 

(21 and (3)o a resident individual taxpayer may t~ke as a 

credit against the taxpayer's tax liability under chapter 30 

a portion of his expenditure for a capital investment in a 

buildinQ for an energy conservation purpose, determined as 

follows: 

(a) in the case of an expenditure for a resid<mtial 

builrting, che lesser cf: 

(i) Sl50; or 

(i i) 10% of the expenditure; an~ 
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(b) in the case of an expenditure for a building not 

used as a residence, the lesser of: 

(i) S300; or 

(ii) 10% of the expenditure. 

(2) The credit or the sum of the credits under 

subsection (1): 

(a) may not exceed the taxpayer's tax liability; and 

(b) is subject to the provisions of 15-32-104. 

(3) There is no carryback or carry-forward of the 

credit permitted under this section, and the credit must be 

applied in the year the expenditure is incurred, as 

determined by the taxpayer's accounting method. 

HfK_~Ha Section 2. Credit for energy-conserving 

investments. There is a credit against tax liability under 

this chapter as provided in [section 1]• 

Section 3. Section 15-30-121• MCA, is amended to read: 

•15-30-121. Deductions allowed in computing net 

income. In computing net income, there are allowed as 

deductions: 

(1) the items referred to in sections 161 and 211 of 

the Internal Revenue Code of 1954, cr as sections 161 and 

211 shall be labeled or amended, subject to the following 

exceptions which are not deductible: 

(a) items provided for in 15-30-123; 

(b) state income tax paid; 
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(2) federal income tax paid within the taxable year; 

(3) child and dependent care 2xpenses dzterrrined in 

accordance with the provisions of section 214 of the 

Internal ~evenue Code of 1954 that were in effect for the 

taxable year that began January 1, 1974. However, the 

limitation set forth in section 214(e)(4) of the Internal 

Revenue Code of 1954 as that section was in effect for the 

taxable year that began January 1 9 1974, applies only to 

payments made to a child of the taxpayer who is under 19 

years of age at the close of the taxable year and to 

payments made to an individual with respect to whom a 

deduction is allowable under 15-30-112(5) to the taxpayer or 

the taxpayer•s spouse. 

t+t--~h8t---por~~en--of--en--ener~y-re+etee--+n~e~~ment 

e++owed-e~e-dedoet+Oft-oneer-~5-3r-~&3~ 

f5t!!tl in the case of an individual, pel itical 

contributions determined in accordance with the provisions 

of section 218(a) and (b) of the Internal ~evenue Code that 

were in effect for the taxable year ended December 31, 

1978." 

Section 4. Section 15-30-131, MCAo is amended to read: 

•15-30-131. Nonresident and temporary resident 

taxpayers 

case of a 

adjusted gross inco~e -- deductions• Ill In the 

taxpayer other than a resident of this state, 

adjusted gross income includes the entire amount of adjusted 
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gross income from sources within this state but shall not 

include income from annuities, interest on bank deposits, 

interest on bonds, notes, or other interest-bearinq 

obligations, or dividends on stock of corporations except to 

the extent to which the same shall be a part of income from 

any ~usiness, trade, profession, or occupation c~rri~d on in 

this state. Adjusted gross inco~e from sources within ana 

without this state shall be allocated and apportioned under 

rules prescribed by the department. 

(2) In the case of a taxpayer other than a resident of 

this state who is a resident of a state that imposes a tax 

on the income of natural yersons residing ~ithin that stater 

the deductions allowed in computins net income are 

restricted to those directly connected with the production 

of ~ontana income. 

(3) In the case of a taxpaysr ether than 2 resident of 

this state who is a resident of a state that does not iffipose 

a tax on the income of natural persons residing within t~at 

state, the deductions allowed in computing net income are 

restricted to the greater of these directly rel3tinq to th~ 

production of ~ontana income or 6 ~rorated amount of thcs€ 

allowed under 15-3:J-I21. For the purposes of this 

subsection, deductions allowed under 15-3C-1Z1 apoly only t~ 

earned income and must be ~rorated accordinq to th~ ratio 

t~at ~he taxpayer•s Montana earned income bears to nis 

-4-
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federal earned income. 

(41 A temporary resident shall be allowed thos~ 

decluctions allowed a 

resident to the extent that such deductions gL_-~~ were 

3ctually incurred or expended in the state of ~ontana during 

the course of his residency. 

(5) For the purposes ~f this section, •earned income• 

shall be defined as the sam·~ term i 5 defined in section 43 

of the Internal Revenue Code, or as that section may 

subsequently be amended.• 

Section 5. Section 15-32-103, MCA, is amended to read: 

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

investments. (1) In addition ~o all other deductions from 

~dj~~ted--~ress--+fte+Y+d~e~--+fteeme--e+~ewed--+ft---eem~~+"~ 

te~ebl~--+fteeme--uftder--ehe~ter--39--er-~rem gross corporate 

incom@ allowed in computing net income under chapter 31, 

part 1 9 a taxpayer may deduct a portion of his expenditure 

for a capital investment in a buildin'] for an energy 

conservation purpose, in accordance with the following 

schedule: 

If the i~stallation or 

invest~ent is made in 

a residential building: 

If the install~tion or 

investment is made in 

a building not used ~s 

a residence: 

100% of first $1,000 expended lQO% of first s2,uoo 8Xryended 
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50% of next $1,090 expended 

20% of next i1oCOO expended 

50% of neKt S2,000 expended 

20% of next s2,000 expended 

10% of next $1 9 000 expended 10% of next S2oOOC eKpended 

(2• This tax treat~ent is subject to approval of the 

department of an 

may not be claimed 

capital invest111ent 

application as provided in 15-32-106 and 

for so ~uch of the expenditure and 

as Is financed by a state, federal, or 

private grant for energy conservation.~ 

Section 6. Section 15-32-104, MCAt is amended to read: 

•15-32-104. Limitations on deduction and credit. Tax 

treatment under 15-32-103 and-l~ctioo lJ is limited to: 

(1) capital investments made after January 1, 1975; 

(2) persons and firms not primarily engaged in the 

provision of gas or electricity derived from fossil fuel 

extraction or conventional hydroelec~ric development; and 

(3) a ceil in~ of S100tOOO in tax savings per year to 

any one person or firm•" 

Section 1. Section 15-32-105, ~CA, is amended to read: 

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

(11 It is the intent of the legislature that no deduction gL 

~~di~ under this part be allowed for capital investment for 

an energy conservation practice in the new construction of a 

building if that capital investment would have been made 

under established standards of new construction. The 

department of revenue shall adopt rules to implement this 
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legislative intent. Such rules shall be based on the best 

currently available methods of analysis, including those of 

the national bureau of standards, ~he d~partment of housing 

and urban development, and other federal a~ancies and 

prof"!ssional 5ocieties and materials developed by the 

department. Provisions shall be made for an annual updating 

of rules and standards as required. 

(2) The department ~ay adopt rules to define standard 

components of conventional buildings 2nd to establish other 

necessary elements of the definition of passive solar system 

consistent with the intent of 15-32-102.• 

Section a. Section 15-32-106, MCA, is amended to read: 

•15-32-106. Procedure for obtaining benefit of 

deduction or credjt. The departm~nt of revenue shall provide 

forms on which a taxpayer may apply for tax treatment under 

15-32-103 ~~e~lJ· Application shall be made to the 

department of revenue. The department of revenue shall 

18 approve an application which de~onstrably promotes energy 

19 conservation or utilizes a recognized nonfossil form of 

20 energy generation. The department of revenue may refer an 

21 application involving energy generation to the department of 

22 natural resources and conservation for Its advice, and the 

23 department of natural resources and conservation shall 

24 respond within 60 days. The department of revenue w.ay refer 

25 an application involving energy conservation to the 
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department of administration for its advice, and the 

department of administration shall respond ~ithin oJ dclys. 

The department of revenue may deny an application ~hich it 

finds to be impractical or ineffective." 

S~ction 9. Codification instruction. (1) Section 1 is 

intended to be codified as an integral part of Title 15 9 

chapter 32, part 1, and the provisions of Title 15 9 chapter 

32, part 1, apply to section 1. 

(2) Section 2 is intended to be codified as an 

integral part of Title 15, chapter 30, part 1, end the 

provisions of Title 15, chapter 30 9 apply to section 2. 

Section 10. Applicability. This act applies to tax 

years beginning after December 31, 1980. 

-End-

-B-



STATE OF MONTANA 
REQUEST NO. ---=1:...::4=0--'-8=1 

FISCAL NOTE 

Form BD-15 

In compliance with a written request received January lg 19 --SJ..- , there is hereby submitted a Fiscal Note 

for HOUSE BILL 237 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 

An act to provide a credit against individual income tax liability under Title 15, 
for capital expenditures for energy conservation purposes, eliminating the deduction frdm 
individual income tax liability for such expenditures. 

ASSUMPTIONS 

1. 1978 individual income data: returns claiming energy conservation deduction, 22,248; 
deduction amount - $8,988,491; average deduction - $404; fiscal impact - $472,000; 
average tax reduction - $21. 

2. Energy conservation credit - 10% 
3. 1978 data applies to tax years 1981 and 1982. 
4. Revenues from tax year 1981 accrue in FY 1982 and tax year 1982 accrue in F'Y 1983. 
s. The energy conservation credit does not result in an increase in the willingness of 

individuals to invest in energy conservation expenditures. 
6. Fiscal note does not take into account any other proposed legislation. 
7. Fiscal note only addresses Fiscal Impact of energy conservation deduction/credit on 

indi vidt'.al income tax revenues. 

FISCAL IMPACT 

Individual Income Tax 
Forgone under current law 
Forgone under proposed law 
Estimated Increase Forgone 

FUND INFORMATION 
General Fund 

Forgone under current law 
Forgone under proposed law 
Estimated Increase Forgone 

Long range buildin~ Program 
Sinking Fund 

Forgone under current law 
Forgone under proposed law 
Estimated Increase Forgone 

FY 82 

$472,000 
890,000 

$418,000 

$302,080 
569,600 

$267,520 

$ 51,920 
97,900 

$ 45,980 

FY 83 

$472,000 
890,000 

$418,000 

$302,080 
569,600 

$267,520 

$ 51,920 
97,900 

$ 45,980 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date:----------
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Approved by Committee 
on Taxation 

HDU)E 9ILL NO. 237 

INTRODUCED BY ~cBRIOE. s. BROWN 

BY REQUEST OF THE 

DEPARTMENT OF NATURAL RESOURCES ANu CONStRVATION 

A BILL FOR A~ ACT ENTITLED: "AN ACT TO PROVIDE A CREDIT 

AGAINST INDIVIDUAL INCOME TAX LIABILITY UNOER TITLE 15• 

CHAPTER 30, MCA, FUR LAPITH EXPENDITURE;, FUR 

ENERGY-CON~ERVING P~RPOSE~; ELIMINATING THt DEDUCTION FRJM 

INDIVIDUAL INCOME TAX LIABILITY FOR SUCH EXPENDITURE;>; 

PROVIDING AN APPLICABILITY DATE; AND AMENDING SECTIONS 

15-30-121, 15-30-lJlo AND 15-32-103 THROUGH 15-32-106, MCAo" 

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

~~~-~~f!IJN. Section 1. Credit for energy-cons~rving 

expenditures. (l) Subject to the restriCtions of subsections 

[2) and (3)• a resident individual taxpayer may take as a 

credit against the taxpayer's tax liability under chapter jO 

a portion of his expenditure fc.or a capital investment in a 

building for an ~nergy conservation purpose, determined ~s 

follows: 

Cal in the case of an expenditure for res1dential 

butldino, the lesser of: 

(I) U50; o~ 

Iii) ±s• 2~ of the expenditure; and 

HB 0237/02 

(b) in the case of an expenditure for a building not 

2 used as a residence, the lesser of: 

3 lil 5300; or 

4 (ii) t64 2~ of the expenditure. 

5 121 The credit or the sum of the credits under 

6 subsection 11): 

7 (a) may not exceed the taxpayer•s tax 1iabtlity; and 

8 (b) ts subject to the provisions of 15-32-104. 

q (3) There is no ca~ryback or carry-forward of the 

10 credit ~ermitted under this section. and the credit must be 

11 applied in the year the expenditure is tncurred. as 

12 determined by the taxpayer's accounting method. 

13 ~EW_~~f!IO~~ Section 2. Credit for energy-conserving 

14 investments. There is a credit a9ainst tax liability under 

15 this chapter as p~ov1ded in (section 1}. 

16 Section 3. Section 15-30-121• M(A, is amended to read: 

17 "15-30-121· Oeauctions allowed in computin~ net 

18 income. In computin9 net income, there are allowed as 

19 deductions: 

20 (1) the items referred to in section~ 161 and ~11 of 

21 the lntPrnal Revenue Code of 1954• or as secttons 161 and 

22 211 shall be labeled or amended, subject to the follo~ing 

23 excepttons ~htch are not deductible: 

24 (a) items provtded fo~ in 15-30-123; 

25 (b) state income tax paid; 

-2- Hfl 237 
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12) federal inco~e tax paid within the taxable year; 

(3) child and dependent care expenses determined in 

accordance with the provisions of section 214 of the 

Internal Revenue Code of 1Q54 that were in effect for the 

taxable year that began January 1, 1974. Howevero the 

limitation set forth in section 214[e)(4) of the internal 

Revenue Lode of 1954 as that section was in effect for the 

taxable year that began January lo 1974, applies only to 

payments ~ade to a child of the taxpayer who is under 19 

years of age at the close of the taxable year and to 

pay~ents made to an individual with respect to whom a 

deduction is allowable under 15-JG-112(5) to the taxpayer or 

the taxpayer's spouse. 

~t--t~8t---p~~tf~ft--o~--~n--ene~gy-~eldted--tn~e5tment 

el~owed-o~-e-ded~ett~ft-~nde~-t5-3~t93t 

t5tiil in tne case of an indtvidualo P"l It 1Ca 1 

contributions determined in accordance w1th the pruv1sions 

of section 2lt1,a) and (b) of the Internal Revenue Coue th.o.t 

were in effect for the taxable year ended December 31, 

1978." 

Section 4• Section 15-30-131, MCA, is amended to read: 

"15-30-131. Nonresident and temporary resident 

adjusted gross income deducttons. (1) 1n th~ taxpayers 

case of a taxpayer other than a resident of this state, 

adjusted gross income includes the entire amount of ad;usted 

-3- HB 237 
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gross income from sources within this state but shall not 

include income from annuities, 1nterest on Dank depositS• 

interest on oonds, notes, or otner Interest-bearing 

obligations, or dividends on stock of corporations exc~pt to 

the extent to which the same shall oe a part of incom~ from 

any business, tradeo profession, or occupation carried on in 

this state. AdjusteJ gross income from sources within and 

without this state shall De allocated and appor~ioned under 

rules prescribed by the department. 

(2) In the case of a taxpayer other than a resid~nt of 

this state who is a resident of a state that imposes a tax 

on the income of natural persons residing within that state, 

the deduct tons allowed in computing net income are 

restricted to those directly connected wtth the production 

of Montana income. 

(3) In tne case of a taxpayer other than a res1dent of 

this state who is a resident of a state that does not 1m~ose 

a tax on the 1ncome of natural persons resioing w1~nin that 

state. the deductions allowed in computing net income are 

restricted to the greater of those oirectly relatiny to the 

production of Hontana income or a prorated amount of those 

allowed under 15-30-121· For the purposes of this 

subsection, deductions allowed under 15-30-121 apply only to 

earned income and must be prorated according to the rat1o 

that the taxpayer's Hontana earned income bears to h1s 

-4- HB 237 
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federal earned income. 

{4) A temporary resident shall be allowed those 

deductions ~--1D~--fL~1L1--~~der __ L~~£!io~ __ lJ allowed a 

resident to the extent that such deductions Qr __ £r~1i! were 

actually incurred or expended in the state of Montana during 

the course of his r~sidency. 

(5) For the purposes of this section. "earned income" 

shall be defined as the same term is defined in section 43 

of the Internal Revenue Code• or as that section may 

subsequently be amended." 

Section 5. Section 15-32-103. KCA• is amended to read: 

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

investmPnts. {1) In addition to all other deductions from 

adJ~~te~--gro~~--tndf~fd~al--fn~eme--e++e.ed--in---~ompntin~ 

tox~ble--tn~ome--~neer--eflopter--~e--or-from gross corporate 

income allowed in computang net income under chapter 31• 

part 1. a taxpayer may deduct a portion of his expenditure 

for a capital investment 1n a build1ng for an energy 

conservaLion purpose, 

schedule: 

tn accordance with the following 

If the installation or 

investment is made in 

a restdential buildtng: 

If the installation or 

investment is made 1n 

a building not used dS 

a residence: 

100% of first •t.OOQ expended 100% of first ~i.OOO expended 
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50% of next $1.000 expended 50% of next 52,000 expended 

20% of next s1.000 expended 20~ of next S2.000 expended 

10% of n~xt i1.000 expende~ 10% of next sz.ooo expended 

(2) This tax treatment is subject to approval of the 

department of an application as provided in 15-32-lub and 

may not be claimed 

capital investment 

for 

as 

so much of the ex~enditur~ and 

is financed by a state, federal. or 

private ~rant for energy conservation." 

Section 6. Section 15-32-104. I'ICA. is amendeo to read: 

•15-32-104• Limitations on deduction ~uQ__£r~git. Tax 

treatment under 15-32-103 2U2_l~ectiQU_lJ is l1mited to: 

(1) capital investments made after January l• 1975; 

(2) persons and firms not primarily engaged 1n the 

provision of gas or el~ctricity derived from fossil fuel 

extraction or conventional hydroelectric development; and 

(3) a ceiling of $100.000 in tax sav1ngs per year to 

any one person or firm." 

Section 7. Section 15-32-105, I'ICA, is amended to read: 

"15-32-i05. Application to new construct1on -- rules. 

(1) It is the intent of the legislature that no deduct1on ~ 

£~1i! under this part be allowed for capital anvestment for 

an energy conservation practice 1n the new construction of a 

building if that capital investment wou1a have boaen maoe 

under established standards of new construction. The 

oepartment of revenue shall adopt rules to implement •his 

-b- Hll 237 
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legislatave intent. Such rules shall be baseo on the best 

currently available methods of analysis• including those of 

the national bureau of standards, the department of housing 

and urban development, and oth~r federal agencies and 

professional societies and materials developed oy the 

department. Provisions shall be made for an annual updating 

~f rules and standards as required. 

(2) The de~artment may adopt rules to define standard 

components of conventional butldings and to establish other 

necessary elements of the definition of pass1ve solar system 

consistent with the tntent of 15-32-102." 

Section B. Section 15-32-106, MCA, is a~nded to read: 

•15-32-lObo Procedure for obta1n1ng benefit of 

deduction 2~-£~~~i!· The department of revenue shall provide 

forms on which a taxpayer may apply for tax treatment under 

15-32-103 2~-~~£~2U-l]• Application shall be made to the 

department of revenue. The department of revenue snail 

18 approve an application which oemonstrably promotes ~nergy 

19 conservation or utilizes a recognized nonfossil form of 

20 energy generation. The department of revenue may refer an 

21 app 1 icat ion i·nvol vi ng energy generation to the department of 

22 

23 

natural resources and conservation for its advice, and the 

department of natural resources and conservatton shall 

24 respond within bO days. The department of revenue may refer 

25 an application involving energy conservataon to the 
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department of administrataon for its advice, and the 

department of administration shall respond within 60 days. 

The department of revenue may deny an appl1Cat1on "h1ch 1t 

finds to be impractical or ineffective." 

Section 9. Codifacation instruction. (11 ~ection 1 IS 

intended to be codified as an integral part of TitlP 15, 

chapter 32• part 1• and the ~rovistons of Tit12 l5t cha~ter 

32, part 1. apply to section 1. 

(2) 5ection 2 is intended to be codified as an 

integral part of Tttle 15• chapter 3Uo part l• and the 

provisions of Title 15• chapter 30, apply to Section 2. 

Section 10. Applacability. This act applies to tdK 

years beginning after December 31o 1980. 

-end-
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HOUSE BILL NO. 237 

INTRODUCED BY McBRIDE, B. BROWN 

BY REQUEST OF THE 

DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION 

A olll FOR AN ACT ENTITLED: "AN ACT TO PROVIDE A CRculT 

AGAINST INDIVIDUAL INCOME TAX LIABILITY UNDER TITLE 15 9 

C.HAPTER 30, MC.Ao FOR (;APITAL EXPE::NDITURES FOR 

ENERGY-(.ONSERVING 

INDiviDUAL INLOME 

PuRPOSES; ELIMINATING THE DEDUCTION FROM 

TAX LlABILI ;y 

PROViDING AN APPLIC.ABILITY DAlE; 

FOR 

AND 

SUCH EKPENUITURES; 

AMENDING SECTIONS 

15-30-lZlo 15-30-131, AND 15-32-103 lHROUGH 15-32-106• MC~." 

BE IT ENACTED bY THE LEGISLATURE OF THE STATE uF MO~TANA: 

NEW_2tC!IO~~ Section 1. Credit for energy-conse~ving 

expenditu~es. (11 Subject to the ~estrictions of subsections 

(2) and (3)• a resident individual taxpayer may take as a 

cred1t against the taxpayer's tax liability under chapter 30 

a port1on of his expenditure for a capital investment in a 

building for an energy conservation purpose, determined as 

follows: 

(a) in the case of an expenditure 

building. the lesser of: 

(i) Sl50; or 

for 

(ii) te• ~! l~! of the expenditur~; and 

a residential 
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(b) 1n the case of an expenditure for a building not 

used as a residence, the lesser of: 

(i) S300; or 

(ii) te• ~! !Q! of the expenditure. 

(2) The c~edit or the sum of the cred1ts under 

subsection (1): 

(a} may not exceed th€ taxpayer•s tax 1iabi lity; and 

Cbl 1S subJect to the provisions of 15-32-104• 

(3} There IS no carryback or carry-forward of the 

credit permitted unoer this section, and the cred1t must oe 

appl1ed in the year the expenditure IS incurred, as 

determ1ned by the taxpayer•s accounting method. 

NE~-~~~!IU~~ Section 2. Credit for energy-conserving 

investments. There is a credit against tax liability under 

this chapter as provided in [section 1]. 

Section 3. Section 15-30-121, KCA, is amended to read: 

"15-30-121• Deductions 

income. in computing net 

deductions: 

allowed in 

income, there 

comput1ng 

ar~ allowed 

net 

as 

(1} the items referred to in section~ 161 and 211 of 

the lnt~rnal Revenue Code of 1954, or as sections 161 and 

211 shall 

exceptions 

be labeled or amended, subject to the following 

which are not deductible: 

(a) 1tems pro•nded for in 15-30-123; 

[b) state income tax paid; 

-2-
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(2) federal 1ncome tax oaid within the taxable year; 

(3) child and dependent care expenses determined in 

accordance ~ith the provisions of section ~I., of the 

Internal Re~enue Code of 1954 that were in effect for the 

taxable year that be9<1n January l• 1974. H~ever, the 

limitation set forth in section 2l4(e)(4) of the Internal 

Revenue Code of 1954 as that section ~as in effect for the 

taxable year that began January lo 1974, applies only to 

payments made to a child of the taxpayer who is under 19 

years of age at the close of the taxable year ana to 

pay.ants 111ade to an inoividual with respect to whoM a 

deduction is allowable under 15-3D-112(5) to the taxpayer or 

the taxpayer's spouse. 

t4t--t~et---~o~ttoft--of--aft--ene~~y-re~eted--tft~~t~nt 

o~+owed-o&-e-ded~ettoft-uftde~-iS-~i-t8~t 

tstiil in the case of an individual, political 

contributions determined in accorddnce with the provisions 

of section 21B(a) and {bl of the Internal Revenue Code that 

were in effect for toe taxable year ended December 31• 

1978·" 

Section 4. Section 15-30-131• ~CAo is a~nded to read: 

•t5-3o-lll. Nonresident and temporary resident 

taxpayers adjusted gross income deductions. (lJ In the 

case of a taxpayer other than a resident of this stateo 

adjusted gros~ income includes the entire amount of adJUSted 
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gross income from sources within this state but shalt not 

include income from annuities, interest on bank deposits• 

interest on bondso notes• or other intere~t-bearing 

obligations, or diviaends on stock of corporations except to 

the extent to which the saMe shall be a part of income fro. 

dAY business, trade• professiOn• or occupation carried on in 

this state. Adjusted gross 1ncome from sources witnin and 

without this state shall be allocated and apportioned under 

rules pres~ribed by the department. 

(2) In the case of a taxpayer other than a resadent of 

this state who is a resident of a state that imposes a tax 

on the income of natural persons residing within that state. 

the deductions allowed in computing net income are 

restricted to those directly connected w1th the production 

of Montana income. 

(3) In the case of a taxpayer other than a resident of 

this ~tate who is a resident of a state that does not ampose 

a tax on the incoae of natural persons resioing Within that 

stateo the deductions allowea an ca.puting net income are 

restricted to the greater of those directly relating to the 

production of Hontana income or a prorated amount of those 

allowed under 15-30-121. For the purposes of this 

subsection, deductions allowed under 15-30-121 apply only to 

earned income and must be ~rorated according to the ratio 

that the taxpayer's Montana earned income bear~ to his 
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federal earned income. 

(4) A temporary resident shall be allowed those 

deductions ~~--!b~ _ _£[~~1--~~-Jl~~ct~~--!1 allowed a 

resident to the extent that such deductions 2!__~reQi1 were 

actually incurred or expended in the state of Montana during 

the course of his residency. 

{ 5) For the purposes of this section, "earned income" 

shall oe def1ned as the same term is definad in section 43 

sectiun may of the Internal Revenue Code, or as that 

subsequent! y be amended." 

Section 5. Section 15-32-103, MCAt is amended to reau: 

ener g y-conse r vi nq "15-32-103. Deduction for 

i nve-s. t IDP.nt s. ill tn addition to all other deductiun~ from 

~dj~3t~d--g~o~3--tndfvtdtle+--ineo~--a++o~ed--~n---eomp~t+n~ 

to~ah+~--fneome--~nde~--eflapter--36--or-f~o~ gross corporate 

income allowed in comput1ng net income under chapter 3<. 

part lt a taxpayer may deduct a portion of h1s expenditure 

for a cap1tal Investment 1n a building f~r dO 2ner;JY 

conservation purpose, 

scheoule: 

in accordance ~ith the followinq 

If th~ 1nstallation or 

investm~nt lS made in 

a residential build1ng: 

If the installdtlon or 

Investment is made 1n 

a ouiluing not useo dS 

a resioence: 

100% of first i1tOOO expended 100% of f1rst $~,000 expended 
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50% of next $2t000 expended 

20% of next $~,000 expended 

10% of next £1,000 expended 10% of next SltOOO expended 

(2) This tax treatment is subject to approval of the 

department of an 

may not be cla1med 

application as provided in 15-32-106 and 

for so much of the expenditure and 

capital investment as is financed by a state. federal, or 

private grant for energy conservation." 

Section b. Section l5-32-l04t MCA, is amended to read: 

"1 <;-32-104. L 1 .nit at ions on deduction ~!JSL_f.~~U· 

treatment under 15-32-103 ~~g-~ectiQU-!J is limited to: 

( 1 J capital investments made after January lt 1975; 

Tax 

(2) persons and firms 

prov1sion of gas or electr1city 

not pr1marily engaged in the 

derived from fossil fuel 

extraction or conventional hydroelectric development; cind 

(3) a ceiling of SlOOtOOO in tax savings per year to 

any one person or firm.• 

Sect ion 7. Section 15-32-105, MCA, is amended to read: 

"1~-32-105. Appl1cat1on to new construction-- rules. 

(l) It is the 1ntent of the legislature that no deouct1on 2r 

£~~~!under this part he allowed for capital 1nvestment for 

an energy conservation practice 10 the new construction of a 

DUI luing 1f that capital investment would nave been made 

under established standards of new construct 1 on. The 

department of revenue shall adopt rules to implement this 
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legislative intent. Such rules shall be ba~ed on the oest 

currently available methods of analysis. including those of 

the national bureau of standards. the department of hou~ing 

and urban aevelopmento and other federal agencies and 

professional ~ocieties and materials developed oy the 

department. Provi~ions shall oe made for an annual updating 

of rules and standards as required. 

(2} The department may adopt rules to define standard 

co~onents of conventional butlding~ and to e~tablish oth~r 

nece-ssa..-y elements of the definition of passive solar system 

consistent with the intent of 15-32-102·" 

Section B. Section 15-32-106. M(Ao is amended to read: 

"15-32-106. P~ocedu¥e for obtaintng benefit of 

deduction 2£_Credit• The depa~tment of revenue ~hall provide 

forms on whi·Ch <t taxpayer may apply for tax treatment under 

15-32-103 QL_[!~£tign_lJ• Application ~hall be ~ade to the 

dep~t~nt of revenue. The department of revenue shall 

approve an appl kat ion wh·i.ch demons tr<obty j)rOtltotes energy 

conservation· or uti I i zes a· recognfzed nonf'oss+ t form of 

energy generation. The department of revenue ma·t refer an 

application invoJving energy generat10fl. to the d·epetrtlllent· of 

natural resources and conservat:J'on for its adviCe• and the 

depart~nt of natu¥al resources and conser vatt on shet I l 

respond within 60 days. The department of revenue may refer 

an appl~ation involving energy conservation to the 
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department of administration for its advice. ana the 

department of administration shall respond within 60 days. 

The department of revenue may deny an application which it 

finds to be impractical or ineffective." 

Sect ion 9. Cod 1 f i cation instructu)n. ( 1 t Section 1 ts 

intended to be codified as an inteyral part of Title l5o 

chetpter 32, part 1. d'nd the proviS'Jons of Title 15. chapter 

32o part 1, apply to section 1. 

(21 Section 2 is rntendect to be codi f'ied as a·n 

int:egral part of Ti-tle 15• chapter 3·o• part li and the 

provisions of Title 15o chapter 30• etpply to section 2. 

Secti<:tn 10. Applacabiltty. This act applies to tax 

years oeginntng after December 3lo 1980. 

-Ena-
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HOUSE BILL NO. 231 

INTRODUCED BY Mc8RIOEo a. BROWN 

BY REQUEST OF THE 

DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION 

A BILL FOR AN ACT ENTITLED: 

AGAINST INDIVIDUAL INCOME 

•AN ACT TO PROVIDE A CREDIT 

TAX LIABILITY UNDER TITLE 15t 

CHAPTER 30o MCAo FOR CAPITAL EXPENDITURES FOR 

ENERGY-CONSERVING PURPOSES; ELIMINATING THE DEDUCTION FROM 

INDIVIDUAL INCOME TAX LIABILITY FOR SUCH EXPENDITURES; 

PROVIDING AN APPLICABILITY DATE; AND AMENDING SECTIONS 

15-30-12lo 15-J0-131o AND 15-32-103 THROUGH 15-32-lOoo HCA.• 

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

NE~_SEC~ Section 1. Credit for energy-conserving 

expendttures. (1) Subject to the restrictions of subsections 

(2) and (3)o a resident individual taxpayer may take as a 

credit agatnst the taxpayer•s tax liability under chapter 30 

a portton of his expenditure for a capital investMent in a 

bui loing for an energy conservation purpose, deter~ined as 

follows: 

(a) in the case of an expenditure for a residential 

building. the lesser of: 

(•l Sl50; or 

(ii) i&4 2~ ~ 5% of the expenditure; and 
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(b) in the case of an expenditure for a building not 

used as a residence. the lesser of: 

(i) 5300i or 

(ii) i&~ 5\ ~&\ 5% of the expenditure. 

(21 The credit or the sua of the credits under 

subsection (1): 

{a) aay not exceed the taxpayer•s tax liabilityi and 

(b) is subject to the provisions of 1~-32-10 ... 

(3) There is no carryback or carry-forward of the 

credit permitted under this section, and the credit aust oe 

applied in the year the expenditure is incurred, as 

oeterained by the taxpayer's accountin9 method. 

NEW SECTIO~ Section 2. Credit for energy-conserving 

investments. There is a credit against tax liability under 

this chapter as provided in [section I]. 

Section 3. Section 15-3D-12lo HCA, is aaended to read: 

"15-30-121. Deductions 

income. In computin9 net 

deductions: 

allowed in 

income, there 

computing 

are allowed 

net 

as 

(1} the items referred to in sections 161 and 211 of 

t~ Internal Revenue Code or 195 .. , or as sections 161 and 

211 shall be labeled or amended, subject to the following 

exceptions which are not deductible: 

I a) items provided for in 15- 30-123; 

(b) state income tax paid; 

-2-
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t2] federal income tax paid within the taxable year; 

(3] child and dependent care expenses determined in 

accordance with the provisions of section 214 of the 

Internal Revenue Code of 1954 that were in effect for the 

taxable year that began January 1o 1974. However, the 

limitation set forth in section 214(e)(4) of the Internal 

Revenue Code of 1954 as that section was in effect for the 

taxable year that began January lo 1974o applies onJy to 

payments aade to a child of the taxpayer who is under 19 

years of age at the close of the taxable year and to 

payments made to an individual with respect to who• a 

deduction as allowable under 15-3Q-112(5) to the taxpayer or 

the taxpayer•s spouse. 

t4t--t~s~--po~t+Dft--ef--an--ene~gy-~e+~d--~nvestme~ 

e++owed-~-s-deduet~on-aftde~-ts-~~te~ 

t-5till in the case of an individual.- political 

contributions determined in accordance with the provisions 

of section Z18(a) and (b) of the Internal Revenue Code that 

were in effect 

1978." 

Section 4. 

"15-30-131. 

for the taxable year ended December 31o 

Section 15-30-l31o HCAo is amended to read: 

Nonresident and temporary resident 

taxpayers 

case of a 

adjusted gross inco~ deductions. (1) ln the 

taxpayer other than a resident of this stateo 

adjusted gross income includes the entire aaount of adjusted 
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gross income fro• sources within this state but shall not 

include income from annuities, interest on bank deposits, 

in~e~est on Uonds. notes. or other interest-bearing 

obligations, or dividends on stock of corpo~ations except to 

the extent to which the same shall be a part of inco~ from 

any business, tradeo p~ofession, o~ occupation carried on in 

this state. Adjusteu 9ross income from sou~ces within and 

•ithout this state shall be allocated and apportioned under 

rules prescribed by the department. 

(2) In the case of a taxpayer other than a resident of 

this state who is a ~esident of a state that imposes a tax 

on the income of natural pe~sons residing within that state, 

the deductions allowed in computing net income are 

restricted to those directly connected with the production 

of Montana income. 

(3) In the case of a taxpayer other than a resident of 

this state who js a resident of a state that does not iMpose 

a tax on the income of natural persons residing within that 

stateo the ded~ctions allowed in coaputing net inco- are 

restricted to the greater of those directly relating to the 

production of Montana income or a prorated amount of those 

allowed under 15-30-121. For the purposes of this 

subsection, deductions allowed under 15-30-121 apply only to 

earned income and must be prorated according to the ratio 

that the taxpayer's Montana earned income bears to his 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

16 

19 

20 

21 

2Z 

23 

24 

25 

HB 0237/0it 

federa' earned inca.e. 

(4) A te.aporary resident shall be al.l 001ed those 

deductions and_ the credit under [section lJ al,owed a 

resident to the extent that such deductions 2!__~ 01ere 

actually incurred or expended in the state of Hontana during 

the cour~e of his residency. 

(5) For the purpo~e~ of this section, "earned incoee• 

shall be clef ined as the sa- terJJI is defined in section lt3 

of the Internal Revenue Code. or as that section May 

subsequently be a~nded." 

Section 5. Section l5-32-103o MCA. is a-nded to read: 

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

investments. ( l) In addition to all other deductions froa 

~dja~~ed--~oss--~nd±•+dael--~fte&Me--a+lewed--tn---eoapa~+~ 

t~ob+e--+neOMe--ander--e"o~~er--~8--or-~rom gross corporate 

income allowed in computing net incoMe under chapter 31o 

part lo a taxpayer may deduct a portion of his expenditure 

for a capital investMent in a building for an energy 

con~er~ation purpose. in 

schedule: 

If the in~tallation or 

investment is made in 

a residential buildin~: 

accordance with the follo01ing 

If the installation or 

investment is Made in 

a building not used as 

a residence: 

100\ of first Sl.OOO expended 100\ of first SZoOOO expended 
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50~ of next S2oOOO expended 

20\ of next SZoOOO expended 

10\ of next 5lw000 expended 10% of next 52,000 expended 

(2t This tax treat•ent is subject to approval of the 

department of an application as provided in lS-32-lOb and 

aay not be claimed for so .uch of the expenditure and 

capital investment as is financed by a state, federal. or 

private grant for energy conservation.• 

Section 6. Section 15-32-l04o KCAw is a.ended to read: 

•15-32-lO't. liMitations on deduction ~-credit• Tax 

treat.ent under 15-32-103 and [section 1] is li•ited to: 

(1) capital invest~ents .ade after January l• 1975o 

(2) persons and firms not primarily engaged in the 

provision of gas or electricity derived from fossil fuel 

extraction or conventional hydroelectric developaento and 

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

any one person or firm.• 

Section 7. Section IS-32-105. KCAo is aMended to read: 

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

(1) lt is the intent of the legislature that no deduction 2! 

credit under this part be allowed for capital investMent for 

an energy conservation practice in the new construction of a 

building if that capital investment would have been Made 

under established standards of new construction. The 

department of revenue shall adopt rules to implement this 

-6- HB 237 
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legislative intent. Such rules shall be based on the best 

currently available methods of analysis• including those of 

the national bureau of standards, the department of housing 

and urban development. and other federal agencies and 

professional societies and materials developed by the 

department. Provisions shall be made for an annual updating 

of rules and standards as required. 

(2) The department may adopt rules to define standard 

components of conventional buildings and to establish other 

necessary elements of the definition of passive solar system 

consistent with the intent of 15-32-102·" 

Section a. Section 15-32-106• HCA• is amended to read: 

"15-32-106. Procedure for obtaining benefit of 

deduction 2!_5Ledit. The department of revenue shall provide 

forms on which a taxpayer may apply for tax treat.ant under 

15-32-103 or [section 1]. Application shall be made to the 

department of revenue. The departftent of revenue shalt 

18 approve an application which demonstrably promotes energy 

19 conservation or utilizes a recognized nonfossil fora of 

20 energy generation. The department of revenue aay refer an 

21 application involving energy generation to the department of 

2Z natural res~rces and conservation for its advice, and the 

23 department of natural resources and conservation shall 

24 respond within 60 days. The department of revenue may refer 

25 an application involving energy conservation to the 
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depart-nt of ad•inistration for its advice, and the 

depart~nt of ad•inistration shall respond within 60 days. 

The department of revenue •ay deny an application which •t 

Finds to be impractical or ineffective." 

Section 9. Codification instruction. (l) Section 1 15 

intended to be codified as an integral part of Title 15. 

chapter 3Zo ~art 1, ana the provisions of Title 15, chapter 

32, part 1, apply to section 1. 

(Zt Section 2 •s intended to be codified as an 

integral part of Title 15• chapter 30o part 1, dnd the 

provisions of Title 15, chapter 30, apply to section 2. 

S~ction 10. Applicability. This act applies to tax 

years beginning after December 31, 1980. 

-End-
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March 14, 1981 

SENATE STANDING COMMITTEE REPORT 
(Taxation) 

~hat House Bill No. 237 be amended as follows: 

1. Page 1, line 25. 
Following: 11 5% 11 

Strike: 11 10%" 
Insert: 11 5%11 

" 
2. Page 2, line 4. 
Following: " 5% 
Strike: "10%" 
Insert: "5% '1 


