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4Tth Legislature LC 0137/01 LC 0137/01

1 _ﬁ/{g{!ié PILL NOe 837 i {b) in the <case of an expenditure for a building not
2 INTRODUCED BY W_&&&ﬂ 2 used as a residences the lesser of:

3 BY REJUEST OF THE 3 (i} $300; or

4 DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION 4 {ii} 10X of the expenditure.

5 5 {2} The <credit or the sum of the credits under
5 A BILL FGR AN ACT ENTITLED: ™AN ACT TQ PROVICE A CREDIT & subsection (1)

1 AGAINST INDIVIOUAL INCOME TAX LIABILITY UNDER TITLE 15, 7 {2) may not exceed the taxpayer®s tax Jiability; and
8 CHAPTER 30y  MCAy  FOR CAPITAL EXPENDITURES FOR 8 {b) is subject to the provisions of 15-32-104.

9 ENERGY-~CONSERVING PURPOSES; ELIMINATING THE DEDUCTION FRAN g (3) There is no carryback or carry-forward of the
1c INDIVIDUAL INCGME TAX LIABILITY FOR SUCH EXPENDITURES; 10 credit permitted under this sectiony and the credit must be
11 PRUVIDING AN APPLICAZILITY DATE; AND AMENDING SECTIONS 11 applied in the year the expenditure is incurred, as
12 15-30-121y 15-30-131y AND 15-32-103 THROUGH 15-32-106¢ MCA<" 12 determined by the taxpayer's accounting methode
13 13 NEW _SELTIONe Section 2« Credit for energy-conserving
14 3F IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 14 investmentse There is a credit against tax 1liability under
1% NEW _SECIION. Section le Credit for energy-conserving 15 this chapter as provided in [section 1].
18 expenditurese {1) Subject to the restrictions of subsections 16 Section 3. Section 15-30-121s MCAs is amended to read:
17 (2) and (3)}s a resident individual taxpayer may take as a 17 "15-30-121. Deductions allowed in computing net
18 credit against the taxpayer's tax liability under chapter 30 18 incomes In computing net incomes there are allowed as
19 a portion of his expenditure for a capital investment in & 19 deductions:
29 buildina for an enerqgy conservation purposes determined as 20 {1) the items vreferred tc in sections 161 and 211 of
21 follows: 21 the Internal Revenue Code of 19544 cr as sections 161 and
22 {a) in the case of an expenditure for a residential 22 211 shall be labeled cr amendeds subject to the following
23 buildings the lesser cf: 23 exceptions which are not deductible:
24 (i) $150; or 24 {a} items provided for in 15-30-123;
25 (ii) 10% of the axpenditure; and 25 (b) state income tax paidj;

-2- INTRODUCED BILL
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(2) federal income tax paid within the taxable year;

{3) «child and dependent care =xpensas datermined in
accordance with the provisions of section 214 of the
Internzl Revenue Code of 1954 that ware in effect for the
taxable year +that began January 1ls 19T4. Howevers the
limitation set forth in section 214(e){4) of the Internal
Revenue Code of 1954 as that secticn was in effect for the
taxable year that began January ly 1974 applies only to
payments made to 2 child of the taxpayer who is wunder 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 spouses.

$+4y-—that—-——portien-—of-—an--enerqy-refnted--investment
s} towed-n3-a-deduction-under-15-32-1834

£5¥4{4} in the case of an individualse political
contributions determined in accordance with the provisions
of section 218(a) and (b) of the Internal Revenue Code that
were in effect for the taxable year ended December 31ls
19T78."

Section 4« Section 15~30-131, MCAy is amended to read:

n]15~30-131+ Nonresident and temporary resident
taxpayers —— adjusted gross income -- deductionse (1) In the
case of a taxpayer other than a resident of this states

adjusted gross income includes the entire amount of adjusted
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gross income from scurces within this state but sh3ll not
include income from annuitiesy interest on bank depositse
interest on bondsy notass or other intarest-tezaring
obliqgationse or dividends on stock of corporations except to
the extent tc which the same shall be a part of income from
any Lusinessy tradey professions or occupation carriad on in
this statee Adjusted gross income from sources within ano
without this state shall be allocated and apportioned under
rules prescribed by the departmente

{2) In the case of a taxpayer other than a resident of
this state who is a rasident of a state that impcses a tax
on the income of natural persons residing within that states
the deductions allowed in computing net income are
restricted to those directly connected with the bproduction
cf Montana incomes

(2) In the case of & taxpayer other than a2 resident of
this state who is a resident of a state that does not ispose
a tax on the income of natural persons residing within that
states the deductions allowed in computing net income are
restricted to the greater of those directly relating te the
production of Montana income or ¢ prorated amount of these
allowed under 15-30~121. For the purposes c¢f this
subsectiony deductions allowed under 15-30-121 apely only 13
carned income and must be prorated according teo the ratio

that +the taxpayer®s Montana earned income bears to nis

—lf—
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federal =zarned incomee.

(4) A temporary resident shall be allewed thosz
deductions and._the _gredit _upnder _[sectign 131 allowed 3
resident to the extent that such deductions gr__gredit were
actually incurred or expended in the state of Montana during
the course of his residency.

{53} For the purposes >f this sections “earned income"
shall be defined as the same term is defined in section 43
of the 1Internal Revemnue Codes or as that section may
subs2gquently be amended.™

Section 5« Section 15-32-103y MCAy is amended to read:

"15-32-103. Deduction for energy-conserving
investmentse (L) In addition to all other deductions from
adjusted--gross-—individual—-inceme-—ettowed--$n-——ecomputing
taxabta—income——under——chapter—-36--or~frem gross corperate
income 2llowed in computing net income under chapter 3le
part ls @& taxpayer may deduct a portion of his expenditure
for a capital investment in a building for an energy
conservation purpos2s in accerdance with the following
schedule:

If the installation or If the installaticn or

investrent is made in investment is made in
3 residential building: 3 building not used as
a residances

1680% of first $140C09 expended 100% of first $24000 =xnended
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50% of next $1+000 expended 530% of next $2.00C expended
20% of next $1+000 expended 20% of next $24000 expended
10%¥ of next $1,000 expended 10z of next $240CC expended
{2) This tax treatment is subject to approval of the
department of an application as provided in 15-32-106 and
may not be claimed for so wmuch of the expenditure and
capital investment as is financed by a statey federals or
private grant for energy conservatione®
Section 6. Section 15-32-104y MCAs is amended to read:
#]15-32-104. Limitations on deduction and _credit. Tax
treatment under 15-32-103 gnd [section 1] is limited to:
(1) capital investments made after January le 19753
{2) persons and firms not primarily engaged in the
provision of gas or electricity derived from fossil fuel
extraction or conventional hydrcelectric development; and
(3} a ceiling of $100+000 in tax savings per year tec
any one person or firme"
Section T« Section 15-32-105s MCAs is amended to read:
"15~-32-105. Application to new construction -~ rulese.
(1) It is the intent of the legislature that no deduction gr
cradit under this part be allowed for capital! investment for
an enargy conservation practice in the new construction of a
building if that capital invaestment would have been wade
under established standards of new constructiones The

department of revenue shall adopt rules to implement this

" 4B 237
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legislative intente Such rules shall be based on the bHest
currently availtable methods of analysisy including those of
the national bureau of standardse the dapartment of housing
and wurban developments and other federal agencies and
professional societies and materials developed by the
departmente Provisions shall be made for an annual updating
of rules and standards as requireds

(2) The department may adopt rules to define standard
components of conventional buildings and to establish other
necessary elements of the definition of passive sclar system
consistent with the intent of 15-32-102."

Section 8« Section 15-32-108y MCA, is amended to read:

®15-32-196« Procedure for obtaining benefit of
deduction gr credite The department of revenue shall provide
forms on which a taxpayer may apply for tax treatment under
15-32-103 gr {sectiopn l]le Application shall be made to the
department of revenuee. The department of revenue shall
approve an application which demonstrably promotes <nergy
conservation or wutilizes a recognized nonfossil form of
energy generationes The department of revenue may refer 2an
application involving energy generation to the department of
natural resources and conservation for its advicey and the
department of natural resources and conservation shall
respond within 60 dayse The department of revenue may refer

an application involving energy conservation to the
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department of administration feor its advices énd the
department of administration shall respond wWithin o7 Cdayse
The department of revenue may deny an application which it
finds to be impractical or ineffective.m

Section 9« Codification instructione {1} Section 1 is
intended to be codified as an integral part of Title 15,
chapter 32y part 1y and the provisions of Title 15y chapter
32y part 1y apply to section le

{2) Section 2 is intended to be codified as an
integral part of Title 154 chapter 30y part 1y 2and the
provisions of Title 15y chapter 30y apply to section 2.

Section 10« Applicabilitys This act applies to tax
years beginning after December 31y 1980.

-End~-



STATE OF MONTANA
REQUEST NO. . 140-81

FISCAL NOTE
Form BD-15

In compliance with a written request received __ January-19..... , 19 __81 , ihere is hereby submitted a Fiscal Note
for HOUSE BILL 237 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.
Background informétion used in developing this Fiscél 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 from
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. BEnergy 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 FY 1983.

5. 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. PFiscal note only addresses Fiscal Impact of energy conservation deduction/credit on
individval income tax revenues.

FISCAL IMPACT FY 82 FY 83

Individual Income Tax

Forgone under current law $472,000 $472,000
Forgone under proposed law 890,000 890,000
Estimated Increase Forgone $418,000 $418,000

FUND INFORMATION
General Fund

Forgone under current law ‘ $302,080 $302,080
Forgone under proposed law 569,600 569,600
Estimated Increase Forgone $267,520 $267,520

Long range building Program
Sinking Fund '

Forgone under current law $ 51,920 $ 51,920
Forgone under proposed law 97,900 97,900
Estimated Increase Forgone $ 45,980 $ 45,980

BUDGET DIRECTOR
Office of Budget and Program Planning
Date:
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Approved by Committee
on Taxation
HOUSE 3ILL NDe 237
INTRODUCED BY McBRIDEs B. BROWN
BY REQUEST OF THE

DEPARTHMENT OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: ™AN ACT TO PROVIDE A CREDIT
AGAINST INDIVIDUAL INCOME TAX LIABILITY UNDER TITLE 15
CHAPTER 30, MCA. FOR CAPTITAL EXPENDITURES FUR
ENERGY-CONSERVING PJURPOSES; ELIMINATING THE DEDUCTION FROM
INDIVIOUAL INCOME TAX LIABILITY FOR SUCH EXPENDITURE>;
PROGVIDING AN APPLICABILITY DATE; AND AMENDING SECTIONS

15-30-121y 15-30-131s AMD 15-32-103 THROUGH 15-32-106+ MCA."™

BE IT EMNACTED 3Y THE LEGISLATURE DF THE STATE OF MONTANA:

NEW_SECTIONe Section le Credit for energy-consarving
expenditurese {l) Subject to the restrictions of subsections
{2) and {3)+ a resident individual taxpayer may take as 3
credit against the taxpayer®s tax liability under chapter 30
a portion of his expenditure for a capital investment in a
puilding for an a2nergy conservation purposes determined as
follows:

{a} in the case of an expenditure for o residential
butldinas the lesser of:

{i) $150; or

{11) +84% 5% of ths expenditure; and

10
11

12
13
is
15
16
17

18
19
20
21

22
23
24

25

HB 0237/02

{6} in the case of an expenditure for a building not
used as a residences the lesser of:

(i) $300; or

(ii) ¥8% 5% 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} s subject to the provisions of 15-32-104%e

{31 There is no carryback or carry-forward of the
credit permitted under this sectione and the credit must be
apptied in the year the expenditure is incurreds as
determined by the taxpayer®s accounting method.

NEW_SECIIUNe Section 2. Credit for energy-conserving
investmentse There is a credit against tax liability under
this chapter as provided in [section 1].

Section 3. Section 15-30-121s MCAs is amended to read:

®15-30-121. Deductions allowed in computing net
incomes In computing net incomes there are allowed as
deductions:

{l) the items referred to in sections 161 and ¢ll of
the [nternal Revenue Code of 1954y or as sections 161 and
211 shall be labeled or amendeds subject to the following
exceptions which are not deductible:

{a} items provided for in 15-30-123;

{b) state income tax patd;

~-2- HA 237
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{2) 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 195% that were in effect for the
taxable year that began January le 1974. Howevers the
fimitation set forth in section 2l4(e}l4) of the internal
Revenue {ode of 1954 as that section was in effect for the
taxable year that began January ls 19744 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.

t4i--that-——portton—-ef--an--energy-retated--investment
atiowed-as-a-dedoction-vunder-15-32-1034

t53{%) in the case of an individuals political
contributions determined in accordance with the provisions
of section 218(a) anc¢ (b) of the Internal Revenue Loue that
were in effect for the taxable year ended December 3ie
1978."

Section 4. Section 15-30-131y MCAy is amended to read:

*15-30~-131« Nonresident and temporary resident
taxpayers -- adjusted gross incoae -- deductionse {lI) In the
case of a taxpayer other than a resident of this states

ad justed gross income includes the entire amount of adjusted

-3- HB 237
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gross income from sources within this state but shalil not
include income from annuitiess i1nterest on bank deposSitss
interest on ooOndss notess or other interest-bearing
obligationsy or dividends on stock of corporations except to
the extent to which the same shall pe a part of income from
any businessy trades professions or occupation carried on in
this states. Adjusted gross income from sources within and
without this state shall be allocated and apportioned under
rules prescribed by the Jdepartment.

{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 persons residing within that stateys
the deductions allowed in computing net income are
restricted to those directly connected with the production
of Montana income.

{3) In tne case of a taxpayer other than a resident of
this state who is a resident of a state that does not impose
a tax on the income of natural persons residing witnin that
states the deductions allowed in computing net income are
restricted to the greater of those dgirectly relating to the
production of Montana income or 3 prorated amount of those
alliowed under 15-30~-12%. For the purposes of this
subsections deductions allowed under 15-30-121 apply only to
earned income and must be prorated accerding to the ratio

that the taxpayer's Montana earned income Dpears to his

-g- HB 237
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federal earned incomae

(4) A temporary resident shall be 3allowed those

deductions and__the_ _credit _under _[section 1] allowed a
resident to the extent that such deductions or_ _credit were
actually incurred or expended in the state of Montana during
the course of his residencye.

{5) For the purposes of this sections “earned income®
shall be defined as the same term is defined in section 43
of the Internal Revenue (ocdes oOr as that section may
subsequently be amended.®

Section 5« Section 15-32-103y MCAs is amended to read:

"15-32-103. Deduction for energy-conserving
tnvestmentse (1) In addition to all other deductions from
adjusted--gross——individual--income--atlowed--tn---computing
taxable--tncome--gnder--chapter—-38--or-frem gross corporate
income allowed in computing net income wunder chapter 3l
part 1ls a taxpayer may deduct a portion of his expenditure
for & <capital investment 1n 3 building Ffor an energy
conservation purposes in accordance w~ith the foltlowing
schedule:

If the installation or If the installation or
investment 1s made in investment is made in
a residenctial building: a building not used as

a residence:

100% of first 31+G00 expended 100% of first %2,000 expended

-5- HR 237
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50% of next $1,000 expended 50% of next $2.000 expended
20% of next 312000 expended 20% of next $2+000 expended
10% of next $1.+000 expended 10% of next $2+000 expended
{2) This tax treatment is subject to approval of the
department of an application as provided in 15-32-146 and
may not be claimed for so much of the expenditure and
capital investment as is financed by a3 statee federals or
private yrant for energy conservations"
Section 6. Section 15-32-104+ M(LAs is amended to read:
*15-32-104« tLimitations on deduction and__credit. Tax

treatment under 15-32-103 and _[section_l] is limited to:

(I} capital investments made after January ls 1975;

{2} persons and firms not primarily engaged in the
provision of gas or electricity derived from fossil fuel
extraction or conventional hydroeltectric development; and

{3) o ceiling of $£100+000 in tax savings per year to
any one person or firm."

Section 7. Section 15-32-105+ MLAs is amended to read:

"15-32-105. Application to new construction -- rtules.
{Ly It is the intent of the legistature that no deduction or
credit under this part be allowed for capital i1nvestment for
an energy consarvation practice in the new construction of a
building if that capital investment would have been mage

under established standards of new constructione The

aepartment of revenue shaill adopt rules to implement this

-6- HR 237
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Tegislative intent. Such rules shall be baseo on the best
currently available methods of analtysiss including those of
the national bureau of standardss the department of housing
and wurban developments and other federal agencies and
professional societies and wmaterials developed by the
department. Provisions shall be made for an annual updating
of rules and standards as requirede.

{2} The department may adopt rules to define stangard
components of conventional buildings and to establish other
necessary elements of the definition of passive solar system
consistent with the i1ntent of 15-32-102."

Section Ba Section 15-32-106+ MCAs is amended to read:

*15-32-106« Procedure for obtaining benefit of
deduction or _credite The department of revenue shall provide
forms on which a taxpaver may apply for tax treatment under
15-32-103 or _[section 1]« Application shall be made to the
department of revenuves The deparctment of revenue shall
approve an application which dgemonstrabiy promotes energy
conservation or wutilizes a recogniZzed nonfessilt form of
energy generation. The department of revenue may refer an
application involving energy ageneration to the department of
natural resources and conservation for its advices and the
department of natural resources and conservation shall
respond within 60 days< The department of revenue may refer

an application involving energy conservation to the

-7- HB 237
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department of administration for its advices and the
department of administration shall respond within &0 dayse
The department of revenue may deny an application which it
finds to be impractical or ineffectivee®

Section 9« fCodification instructione {l) Section 1 s
intended to be codified as an integral part of Title 15
chapter 32+ part l» and the grovisions of Title 13y chapter
32+ part l» apply to section l.

(2} 3section 2 is intended to be codified as an
integral part of Title 15y chapter 30s part ls and thne
provisions of Title 15+ chapter 30+ apply to section 2.

Section 10« Applicabilitye This act applies to tax
years beginning after December 31+ 1980.

-Eng-

-8 HB 237



47th Legislature HB 0237703 HB 0237/03

1 HOUSE BILL NO. 237 1 {b} 1n the case of an expenditure for a building not
2 INTRODUCED BY McBRIDEy B. BROWN 2 used as a residencey the lesser of:

3 BY REGQUEST OF THE 3 {i) $300; or

4 DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION 4 (ii) 8% 5% 102 of the expenditure.

5 5 {2y The «credit or the sum of the credits under
6 A BILL FOR AN ACT ENTITLED: "™AN ACT TO PROVIDE A C(ReDIT 6 subsection (l}):

7 AGAINST TNDIVIDUAL INCOME TAX LIABILITY UNDER TITLE 15, 7 (a) may not exceed the taxpayer®s tax liability; and
8 CHAPTER 30, MCA. FOR CAPITAL EXPENDITURES FOR 8 {b) is subject to the provisions of 15-32-10%.

9 ENERGY-CONSERVING PJURPOSES; ELIMINATING THE DEGUCTION FROM 9 {3) There 1s no carryback or carry-forward of the
10 INDIVIOUAL INCOME TAX LIABILIIY FOR SuCH EXPENUITURESS 10 credit permitted under this sections and the credit must de
11 PROVIDING AN APPLICABILITY DATE; AND AMENDING SECTIONS 11 applied in the year the expenditure 1is incurred, as
iz 15-3G-121s 15-30-131s AND L5-3:2~1i03 THROUGH 15-32-106+ MCAL™ 12 determined by the taxpayer's accounting method.

13 13 NEW_SECTIUiNe Section 2. Credit for energy-conserving
14 BE IT ENACTED BY THE LEGISLATURE OF THE STATE JF MONTANA: 14 investments. There is a credit against tax liability wunder
15 NEW_ SECTION. Section l. Credit for energy-conserving 15 this‘chapter as provided in [section l}.

16 expendituress (1) Subject to the restrictions of subsections 16 Section 3. Section 15-30-121, MCAs is amended to read:
17 {2) and (3)» a resident individual taxpayer may take as a 17 "15-30-12ke Deductions atlowed in computing net
18 credit against the taxpayer's tax liability under chaptrer 30 i8 incomes In computing net incomes there are allowed as
19 a portion of his expenditure for a capital investment in a 19 deductions:
20 building for an energy conservation purposes determined as 20 (1) the items referred to in sections 161 and 211 of
21 follows: 21 tha Internal Revenue Code of 1954y or as sections 161 and
22 {a) in the case of an expenditure for a residential 22 211 shall be labeled or amendeds subject to the following
23 buildings the lesser of: 23 exceptions which are not deductibie:
24 (i} $150; or 24 {a) items provided for in 15-30-123;
25 {iit) 0% 5% 10X of the expenditure; and 25 (b} state income tax paidi

-2- HBR 237

THIRD READING



BT

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0237/03

(2) federal i(ncome tax paid within the taxable vyear;

(3) <¢hild and dependent care expenses determined in
accordance with the provisions of section Z2I4 of the
Internal Revenue Code of 1954 that were in effect for the
taxable year that began January Ly 1974. Howevers the
limitation set forth in section 2l4(e){4) of the Internal
Revenue (ode of 1954 as that section was in effect for the
taxable year that began Janﬁary le 1974+ applies only to
payments made to B child of the taxpayer who is under 19
years of age at the close of the taxabie year and to
payments made to an individual with respect to whom 3
deduction is allowable under 15-30-112(5) to the taxpayer of
the taxpayer's spouse.

t4y-—that---porction——of-—an--energy~-related--trAavestment
aliowed-as-s-deduction-onder-+5-32-1034

t5%(4) in the case éf an }ndjv:ﬂua}. potitical
contributions determined in accordance with the provisions
of section 21B8(a) and {b) of the Internal Revenue Code that
were jn effect feor the taxable vyear ended Jecember 3l.
1978."

Section 4e Section 15-30-131y MCAs is amended to read:

®15-30-131« MNonresident and temparary resident
taxpayers —— adjusted gross income -~ deductions. {1} In the
case of a taxpayer other than a resident of this states

adjusted gross income includes the entire amount of adjusted
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gross income from sources within this state but shall not
inctude income Ffrom annuitiess interest on bank depositss
interest on bondss notess or other interest-bearing
cbligationss or dividends on stock of corporations except to
the extent to which the same shall be a part of income from
any businesss trades professions or occupation carried on in
this states Adjusted gross inceme From sources within and
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 8 resident of a state that imposes a tax
on the income of natural persons residing within that states
the deductions allowed tn computing net income are
restricted to those directly connected with the production
of Montana incomes

(3} In the case of a taxpayer other than a resident of
this state who is a resident of a state that does not i1mpose
3 tax on the income of natural persons residing within that
states the deductions allo#eu in computing net income are
restricted to the greater of those directly relating to the
production of Montana income or a prorated amount of those
allowed under i5-30~-121. For the purposes of this
subsections deductions 3llowed under 15-30-121 appiy 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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federal earned income.
{4} A temporary resident shall be allowed those

deductions and__the _credit _under [section_1] allowed a

resident to the extent that such deductions or__credit were
actually incurred or expended in the state of Montana during
the course of his residency.

{5) For the purposes of this sections "earned income™
shall pe defined as the same term is defined in section 43
of the Internal Revenue C(odes or as that section may
subsequently bhe amended.®

Section %e Section 15-32-103s MCAe is amended L0 reau:

"15-32-103. Oeduction for enargy-conserving
investments. {1 In addition to ail other deductiuns from
adjusted--gross--indrviduat--tnceme--attewed-~rA---computing
taxable——itncome——pader—-chapter-—-3d--oer-fro® gross corporate
income allowed in computing net income wunder chapter 3l
part lie o taxpayer may deduct a3 portion of his expenditure
for 4 capital investment in a building for an z2neryy
conservation purposes in accordance with the folloaing
scheaule:

If the installation or If the instaliation or
investment 1S made in investment is made 1n
a residential building: a puilding not useg 3as

a residences

100% of First £1+000 expended 100% of first $.,000 expended
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50% of next $1+000 expended 50% of next $2+000 expended
20% of next $1+000 expended 20% of next $:+000 expended
10% of next $31+000 expended 10% of next $2+000 expended
{2} This tax treatment is subject to approval of the
department of an application as provided in 15-32-106 and
may not be ctaimed for sou much of the expenditure and
capital investment as is financed by & States federal, or
private grant for energy conservatione"
Sectioh 6e Section 15-32-104s MCAs is amended to read:
"15-32-104« Limitations on deduction and__credits Tax
treatment under 15-32-103 and_fsection_l] is Vimited 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 hydroelectric develupment; ond
{3) a ceiling of $i00.000 in tax savings per year to
any one person or firms™
Section 7e Section 15-32-105¢ MCAs is amended to read:
*15-32-i05%. Application to new construction -- ruless
{1} It is the intent of the legislatura that no deduction or
credit under this part he allowed for capital investment for
an energy conservation practice in the new construction of a
bu;lding if that capital investment would nave been made
under established standards of new constructione The

department of revenue shall adopt rules to implement this

-6~ H8 237
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legislative intente Such rules shall be based on the pest
currently available methods of analysiss including those of
the national bureau of standardss the department of housing
and wurban dJdevelopments and other federal! agencies and
professional societies and materials developed oy the
departmente Provisions shall be made for an annual updating
of rules and standards as requireds

{2} The department may adopt rules to define standard
components of conventional buildings and to estabtish other
necessary elements of the definition of passive solar system
consistent with the intent of 15-32-102.%

Section Be Section 15-32-106s MCas s amended to read:

*15-32-106« Procedure for obtaining benefit of
deduction gr c¢redits The department of revenue shall provide
forms on which & taxpayer may apply for tax treatment under
15-32-103 ar [section_ll. Application shall be made to the
department of revenues The department of revenue shail
approve an application which demonstrably promotes energy
conservatiom or ufilizes & recognized nonfoessil form of
energy generations The department of revenue may refer an
application involwving energy generation to the department of
natural resources and conservation for its advices and the
department of natural rescurces and conservation shall
respond within 60 days. The department of revenue may refer

an application involving energy conservation to the
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department of administration for its advices and the
department of administration shall respond within 60 dayse
The department of revenue may deny an application which it
finds to be impractical or ineffective.™

Section % Codification instructiones {l) Séction 1 is
intended to be codified as an inteyral part of Title 15«
chapter 32y part ly and the provisions of Title 15y chapter
324 part 1y apply to section le.

(2) Section 2 is intended to be codified >as an
integral part of Title 15s chapter 305 part 1y and the
provisions of Title 15, chapter 30+ apply to section 2.

Section 10« Applicabilitys. This act applies to tax
years peginning after December 31s 1960.

~Ena~

-8- HB 237
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HOUSE BILL NOD. 237
INTRODUCED BY McBRIDEs B. BROWN
BY REQUEST OF THE

DEPARTMENT OF NATURAL RESOURCES AND CONSERVATION

A BILL FOR AN ACT ENTITLED: “aN ACT TO PROVIDE A C(REDIT
AGAINST INDIVIDUAL IMNCOME TAX LIABILITY UNDER TITLE 15,
CHAPTER 309 MCAs FOR CaPITaL EXPENDITURES FOR
ENERGY-CONSERVING PURPOSES; ELIMINATING THE DEDUCTIOR FROM
INDIVIDUAL INCOME TAX LIABILITY FOR SUCH EXPENDITURESS
PROVIDING AN APPLICABILITY DATE; AND AMENDING SECTIONS

15-30-121+ 15-30-131+ AND 15-32-103 THROUGH 15-32-106+ MLA"

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

NEA_SECTION. Section le Credit for energy-conserving

expendituress {1) Subject to the restrictions of subsections
{2) and (3)e a resident individual taxpayer may take as a
credit against the taxpayer®s tax liability under chapter 30
a portion of his expenditure for a capital investment in a
building for an energy conservation purposes determined as
follows:

{a) in the case of an expenditure for a3 residential
buildings the lesser of:

(] $150; or

(i) +64 5% 368% 5% of the expenditure; and
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(b) in the case of an expenditure for a building not
used as a residences the lesser of:

fi) $300; or

tii) 19% 5% 16X SX of the expenditures

{2} The credit or the sum of the credits under
subsection (l):

{2) wmay not exceed the taxpayer®s tax liability; and

{b} is subject to the provisions of 15-32-10%.

{3) There is no carryback or carry—forward of the
credit permitted under this sections and the credit must bDe
applied in the year the expenditure is incurreds as
determined by the taxpayer®s accounting method.

NEW_SECTION. Section 2. Credit for energy-conserving
investments. There is a credit against tax tiability under
this chapter as provided in [section 1]

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

*15-30-121« Deductions allowed in computing net
incomes. In computing net incomes there are allowed as
deductions:

{1} the 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 amendeds subject to the following
exceptions which are not deductible:

{a} ttems provided for in 15-30-123;

{b) state income tax paid;

—-2- HB 237
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{2) 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 e¢ffect for the
taxable year that began January 1ls 1974 Howeversy the
limitation set forth in section 2l4(e){4) of the Internal
Revenue Lode of 195% as that section was in effect For the
taxable year that began January ls 1974y applies only to
payments made to a child of the taxpayer who is wunder 19
years of age at the close of the taxable year and to
payments made t0 an individual with respect to whom 3
deduction 1s allowable under 15-30-112{5) to the taxpayer or
the taxpayer's spouse.

t41-—that--—portiton--ef-—an——energy-related-—investment
attowed-os—s-deductton—under—15-32-163¢

£54{4) in the case of an individualys political
contributions determined in accordance with the prowvisions

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

were in effect for the taxable vyear ended December 31,

L1978."
Section 4« Section 15-30-131s MCAe is amended to reads:
®15-30-131. Nonresident and temporary resident
taxpayers -- adjusted gross income —— deductionse (1) In the

case of a taxpayer other than a resident of this states

adjusted gross income inciudes the entire amount of adjusted
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gross income from sources within this state but shall not
include income from annuitiess interest on bank depositse
interest on ouondse nNOtess or other interest-bearing
obligationsy or dividends on stock of corporations except to
the extent to which the same shall be a part of income from
any businesss trades professions or occupation carried on in
this statee. Adjusted gross income fFrom sources within and
without this state shall be allocated and apportioned under
rules prescrited by the department.

{2) in the case of a taxpayer other than a resident of
this state who i5 a resident of 3 state that imposes a tax
on the income of natural persons residing within that states
the deductions al lowed 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 is a resident of a3 state that does not impose
a3 tax on the income of natural persomns residing within that
stater the deductions allowed in computing net income are
restricted to the greater of those direcily relating to the
production of Montana income or a prorated amount of those
allowed under 15-30-12t. For the purposes of this
subsections deductions allowed under 15-30-121 apply only to
earned income and must be prorated according toe the ratio

that the taxpayer®s Montana earned income bears to his

-4= H8 237



10

11

12

13

14

15

ie

17

i8

9

0

21

22

23

24

25

HE 0237/04

federal earned income.
{4#) A temporary resident shall be 3))owed those

deductions and the credit under [section_ 1] allowed a

resident to the extent that such deductions or__credit were

actually incurred or expended in the state of Montana during
the course of his residencye

{5} For the purposes of this sections "earned incowe”
shall be defined as the same term is defined in section &3
of the Internal Revenue Ccodes or as that section may
subsequently be amended.”

Section 5. Section 15-32-103s MCAsy is amended to read:

"15-32-103. ODeduction for ener gy-conserving
investmentse (1) In addition to all other deductions from
adjusted-—gross-—itndividnai-——income--atiowed-—in-—-computing
taxablte-—-income——under——-chapter--3g--or-from gr ass Ccorporate
income allowed in computing net income under <chapter 3l.
part 1+ a taxpayer may deduct a portion of his expenditure
for a capital investment in a building for an energy
conservation purposes in accordance with the following
schedule:

If the installation or If the installation or

investment is made in investment is wmade in
a residential building: a building not used as

a residence:

100X of first 51,000 expended 100X of first $2+000 expended
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50% of next $1+000 expended 50% of next $2:000 expended
20% of next $1,000 expended 202 of next $2+000 expended
10% of next $1+000 expended 103 of next $2,000 expended
{2} This tax treatment is subject to approval of the
department of an application as provided in 15-32-106 and
may not be claimed for so wmuch of the expenditure and
capital investment as is financed by a states federal, or
private grant for energy conservation.”
Section 6« Section 15-32-104s MCAs is amended to read:
®15-32-104e Limitations on deduction and _credite Tax
treatment under 15-32-103 and_[section 1] is limited to:
(1) capital investments made after January ls 1975;
(2) persons and firms not primarily engaged in the
provision of gas or electricity derived from fossil fuel
extraction or conventional hydroelectric development; and
(3} a ceiling of $100+000 in tax savings per year to
any one person Oor firm."”
Section Te Section 15-32-105s MCAs is amended to read:
*15-32-105. Application to new construction -- rules.
{1} It is the intent of the legislature that no deduction or
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
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legislative intente Such rules shall be based on the best
currently availtable methods of analysiss including those of
the natiomal bureau of standardss the department of bhousing
and urban developments and other federal agencies and
professional societies and materials developed by the
departments Provisions shall be made for an annual updating
of rules and standards as requireds

(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 systea
consistent with the intent of 15-32-102."

Section Be Section 15-32-106s MCAs is amended to read:

*15-32-106« Procedure for gbtaining benefit of
deduction or credite The department of revenue shal¥ provide
forms on which a taxpayer may apply for tax treatment under
15-32-103 or [section_lJl« Application shall be made to the

department of revenues. The department of revenue shaill

approve an application which demonstrably promotes energy

conservation or wutilizes a recognized nonfossi? form of

energy generation. The department of revenue may refer an
application involving energy generation to the department of
natural ressurces and conservation for its advices and the
department of natural resources and conservation shall
respond within 60 dayse. The depasrtment of revenue may refer

an application involvin energy conservaticn to the
PP 9 g
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department of administration for its advicer and the
department of administration shall respond within 60 dayse
The department of revenue may deny an application which it
Finds to be impractical or ineffective.™

Section 9. Codification instructions {l1) Section 1 1s
intended to be codified as an integral part of Title 15,
chapter 32s part ly ana the provisiohs of Title 15s chapter
32e part 1y apply to section le

{2} Section 2 1is intended to be codified as an
integral part of Title 15+ chapter 30+ part 1ly and the
provisions of Title 15s chapter 30y apply to section 2.

Section 10« Applicabilitye This act applies to tax
years beginning after December 31y 19804

-End-

-8~ HB 237




March 14, 1981

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 237 be amended as follows:

1. Page 1, line 25.

Following: " 5% "
Strike: "10%"
Insert: "5%"

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



