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1 __HOUSE___ BILL NOe _859__ 1 that where domestic corporations are taxed on income derived
2 INTRODUCED BY %‘C&_w /) 5"'/% ot 2 from without the statey salaries of officers paid in
3 Cfinﬁti‘ WJWMA' Sitseima; L @Vﬁf‘”’: = 3 connection with securing such income shall be deductiblees
4242’54- ﬂJLPk))\—‘ GL'&‘—' .

4 A EL FOR AN ACT ENTITYLED:™ AN ACT TO PROVIDE FOR THE &4 (2) {(a) A1l losses actually sustained and charged off
5 DEDUCTION OF CHARITABLE CONTRIBUTIGONS AND GIFTS MADE BY 5 within the year and not compensated by insurance or
6 CORPURATIONS IN COMPUTING NET INCOME AND CORPORATE L ICENSE & otherwisey including a reasonable allowance for the wear and
7 TAX LIABILYITY; AMENDING SECTICGN 15-31-114s MCA.™ T tear and obsolescence of property used in the trade or
3 8 businesss such allowance to be determined according to the
9 8E IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA: 9 provisions of section 167 of the Internal Revenue Code in
10 Section le Section 15-31-1l4s MCAs is amended to read: 10 effect with respect to the taxable yeare Al1l elections for
11 "15-31-114. Oeducticns allowed in computing incomes In 11 depreciation shall be the same as the elections made for
12 computing the net incomes the following deductions shall be 12 federal income tax purposese No deduction shall be allowed
13 allowed from the gross income received by such corporation 13 for any amount paid out for any buildingse permanent
14 within the year from all sources: 14 improvementss Or betterments made to increase the value of
15 {1) A1l the ordinary and necessary expenses paid or 15 any property or estates and no deduction shall be made for
16 incurred during the taxable year in the maintenance and 16 any amount of expense of restoring property or making good
17 operation of its business and propertiessy including 17 the exhaustion thereof for which an allowance is or has been
18 reasonable allowance for salaries for personal services 1B made.

19 actually rendereds subject to the limitation hereinafter 19 {b) (i) There shall be allowed as a deduction for the
20 contsineds rentals or other payments required to be made as 20 taxable period a net operating 1loss deduction determined
21 a condition to the continued use or possessiaon of property 21 according to the provisions of this subsection. The net
22 to which the corporation has not taken or is not taking 22 operating lToss deduction is the aggregate of net operating
23 title or in which it has no eauity. Mo deduction shall be 23 loss  carryovers to such taxable period plus the net
24 allowed for salaries paid upon which the recipient therecf 24 operating loss carrybacks to such taxable periocde The term
25 has nct paid Montana state income tax; providads howevers 25 "net operating loss® means the excess of the deductions
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allowed by this sections 15-31-114y over the gross incomes
with the modifications specified in {ii} of this subsectione
If for any taxable period beginning after December 31y 1970,
a net operating loss is sustainedy such loss sheil be a net
operating loss carryback to each of the three taxable
periods preceding the taxable period of such loss and shall
be a net operating 1loss carryover to each of the Five
taxable periods following the taxable period of such tosse A
net operating 1loss for any taxable period ending after
December 31+ 1975y in addftion to being a net operating loss
carryback to each of the three preceding taxable periodsy
shall be a net operating loss carryover tc each of the seven
taxable periods following the taxable period of such losse
The portion of such loss which shalt be carried to each of
the other taxable years shall be the excesssy if anys of the
amount of such loss over the sum of the net income for each
of the prior taxable periods to which such loss was carrieds
For purposes of the preceding sentences the net income for
such prior taxable period shall be computed with the
modifications specified in {il1){B) of this subsection and by
determining the amount of the net cperating loss deduction
without regard to the net operating loss for the loss period
or any taxable period thereaftery, and the net income so
computed shall not be considered to be less than zeroe

{ii}) The modifications referred to in (i) of this

-
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subsection shall be as follows:

{A} No net operating loss deduction shall be allowed.

{B)Y The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
methode.

(C) Any net operating loss carried over to any taxable
years beginning after December 31, 1978+ must be calculated
under the provisions of this section effective for the
taxable year for which the return claiming the net coperating
loss carryover is filed.

(iii) A net operating loss deduction shall be aliowed
only with regard to losses attributable to the bpusiness
carried on Within the state of Montana.

{iv) In the case of a merger of corporationss the
surviving corporation shall not be allowed 2 net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of mergere In the casz
of a consolidation of corporationse the new corporate entity
shaI]/not be allowed a deduction for net operating losses
sustained by the consclidated corporations prior to the date
of consotidatione

{v) Notwithstanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or carryovers

(vi) The net operating loss deduction -shall not be
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altowed with respect +to taxable periods which ended on or
before December 31y 19704 but shall be allowed only with
respect to taxable periods beginning on or after January ls
1971.

{3) In the case of minesy other natural depositses 0il
and g9as wellses and timbery a reasonablie allowance for
deplation and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable years A1l elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposess

{#)} The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purthases maintenances or improvement of property or
for the conduct of business unless the income from such
oroperty or business would be iaxabHe under this parte

(3) (a) Taxes paid within the vyear except the
following:

{i) Taxes imposed by this parte

{ii) Taxes assessad against Yocal penefits of a kind

-5
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tending to increase the value of the property assesseds

{iii) Texes on or according to or wmeasured by net
income or profits imposed by authority of the government of
the United Statess

tiv) Taxes imposed by any other state or country upon
or measured by net income or profitse

{b} Taxes deductible under this part shall be
construed to include taxes Imposed by any countys school
districty or municipality of this state.

(6) That portion of an energy-vrelated investment,
allowed as a deduction under 15-32-103.

£73__Lharitable contributions _snd..gifts that gualify
for_deduction. under section 110 _of _the _Interpal Revenue
Lodes as_amendeda™

-End-
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'STATE OF MONTANA
: "‘ ,‘ REQUEST NO. . 442-81
FISCAL NOTE

Form BD-15

ln compliance with a written request recelved March 27 ., 19 81 . there is hereby submitted a Fiscal Note
for  HOUSE BILL _ 859

: pursuant to ' Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
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 for the deduction of 'charitable contrlbutlons and gifts made by
corporatlons in computlng net income and corporate license tax liability.

*
ASSUMPTION
The percentage decrease in Corporation License Tax collections due to this proposal
would be l1.1% per year.

FISCAL IMPACT

FY 82 3 FY 83

Corporation Tax
Under current law $45.700 M $46.400 M
Under proposed law 45,197 M ‘ 45,890 M
Estimated Decrease {$ 0.503 M) ($ 0.510 M)
FUND INFORMATION
General Fund :
Under current law $27.259 M $27.677 M
Under proposed law 26.959 M 27.373 M
Estimated Decrease ($ 0.300 M) {($ 0-304 M)
Earmarked Revenue Account '
School Foundation
Under current law $10.648 M $10.811 M
Under proposed law 10.531 M 10.692 M

Estimated Decrease
Sinking Fund *

($ 0.117 M)

($ 0.119 M)

Under current law $4.685 M $ 4.757 M

Under proposed law 4,633 M 4.705 M

Estimated Decrease {($ 0.052 M) {$ 0.052 M)
FPGCA-Local Governments

Under current law $ 3.108 M $ 3.155 M

Under proposed law 3,074 M - 3.120 M

Estimated Decrease ($ 0.034 M) ($ 0.035 M)

* A portion of this account may be transferred to the General Fund as Long Range Bond
Excess.

BUDGET DIRECTOR
Office of Budget-and Program Planning

- Date: H-1- 3[

IEDARED BY THE DEPARTMENT OF REVENUE
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Approved by Committee
on Taxation

HOUSE BILL NO. 859
INTRODUCED BY FAGGs HANNAMy WINSLOWs
De DYHARAy COZIZENSs KEATINGe HAGERs VINGER,
ANDREASONs KITSELMANs Je D*HARAs OCHSNER,

CONOVERs CRIPPEMs DOVERs BURNETTs TEAGUE

A BILL FOR AN ACT ENTITLED: ™AN ACTY TO PROVIDE FOR THE
DEDUCTION OF CHARITABLE CONTRIBUTIONS AND GIFTS MADE BY
CORPORATIONS IN COMPUTING NET INCOME AND CORPORATE & ICENSE

TAX LIABILITY; AMENDING SECTION 15-31-1l4s MCAL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section L. Section 15-31-114s MCAs is amended to read:
"15-31-114+4 Deductions allowed in computing income. In

computing the net incomes the following deductions shall be

allowed from the gross imcome received by such corporation
within the year from all sources:

{1) All the ordinary and necessary expenases paid or
tncurred during the taxable year in the maintenance and
operation of its business and propertiess including
reasonable allowance for salaries for personal services
actually rendereds sSubject to the limitation hereinafter
containeds rentals or other payments required to be made as
a condition to the continued use or possession of property

to which the corporation has not taken or is not taking
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title or in which it has no equitye. No deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevere
that where domestic corporations are taxed on income derived
from without the statees salaries of officers paid iin
connection with securing such income shall be deductible.

{2} (a} AI1 losses actually sustained and charged off
within the year and npot compensated by insurance or
otherwises including a reasonable allowance for the wear and
tear and obsolescence of property wused in the trade or
businesss such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. AlY elections for
depreciation shall be the same as the elections made for
federal income tax purposes. No deduction shall be allowed
for any amount paid out for any buildingse permanent
improvementss or betterments made to increase the value of
any property or estates and no deduction shall be made for
any amsount of expense of restoring property or amaking good
the exhaustion thereof for which an allowance is or has been
made

(b) {i) There shall be allowed as a deduction for the
taxable period a net operating loss deduction determined
according to the provisions of this subsections The net

operating loss deduction is the aggregate of net operating

-2~ HB8 859
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Toss carryovers to such taxable period plus the net
operating toss carrybacks to such taxable periode The term
"net operating loss®™ w@means the excess of the deductions
allowed by this sectiones 15-31-11l4y over the gross incomes
with the modifications specified in {ii) of this subsectione
[f for any taxable period beginning after December 31+ 1970,
a net operating 'oss is sustained, such loss shall be 2 net
operating loss carryback to each of the three taxable
periods preceding the taxable period of such loss and shall
be a net operating 1o0ss carryover to each of the Ffive
taxable periods following the taxable period of such losse A
net operating loss for any taxable period ending after
December 31ls 1975+ in addition to being a net operating loss
carryback to each of the three preceding taxable periodse
shall be a net operating ioss carryover to each of the seven
taxable periods following the taxable period of such losse
The portion of such l1oss which shall be carried to each of
the other taxable years shall be the excesss if anye of the
amount of such tass over the sum of the net income for each
of the prior taxable periods to which such Joss was carriedas
Far pusrposes of the preceding sentencer the net income for
such. yprdor taxable period. . shall be computed with the
modi Fications specified in (ii)(B) of this subsection and by
determining the amount of the net operating loss deduction

without regard to the net operating loss for the ltoss period

-3 HB 859
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or any taxable period thereaftery and the net income so
computed shall not be considered to be less than zeroe

{ii) The wodifications referred to in {i) of this
subsection shall be as follows:

{A) No net operating loss deduction shall be allowed.

{B} The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
methods

{C) Any net operating loss carried over to any taxable
years beginning after December 3ls 1978, must be calculated
under ;he provisions of this section effective for the
taxable year for which the return claising the net operating
loss carryover is filedes

{iii} A net operating loss deduction shall be allowed
only with regard to Jlosses attributable to the business
carried on within the state of Montanas

{iv) In the case of a weerger of corporationss the
surviving corporation shall not be allowed @ net operating
loss deduction for nét operating l1osses sustained by the
mer ged corporations prior t§ the date of merger. In the case
of a consolidation of corporationss the new corporate entity
shall not be allowed a deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consolidatione

{v) Notwithstanding the provisions of 15-35-531»

— G HE 859
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interest shall not be paid with respect to a refund of tax
resulting from 2 net operating loss carryback or carryovere

(vi) The net operating loss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 31le 1970¢ but shall be allowed only with
respect to taxable periods begimning on or after January le
1971.

{3} In the case of miness other natural depositss o0il
and gas wellss and timbery a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allaowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable year. Al) elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration
ana development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposes.

(4} The amount of interest paid within the year on its
ingebtedness incurfred in the operation of the business from
which its income is derivedi but no interest shall be
allowed as a ageduction if paid on an indebtedness created
for the purchasey maintenances or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this parte

(5) (a3} Taxes paid within the year except the

e HE B59
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following:

{i) TYaxes imposed by this parte

(ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assessedes

{iii) Taxes on or according to or measured by net
income or profits imposed by authority of the government of
the United Statese.

{iv) Taxes imposed by any other state or country upon
or measured by net income or profitse

(b} Taxes deductible wunder this part shall be
construed to include taxes imposed by any countys school
districts Or municipality of this staie-

{(6) That portion of an energy-related investment
allowed as a3 deduction under 15-32-103.

{7] Eharitabde EXCEPT _AS PROVIDED IN SUBSECTION (7},

CHARITABLE contributions and__gifts that gqualify for

deduction_under section_ 170 of the Internal Revenue Codes as

asendeds

{8) _THE PUBLIC _SERVICE COMMISSION SHALL NOT ALLOW_IN

THE RATE BASE OF A REGULATED CORPORATION THE INCLUSION OF

CONTRIBUTIONS MADE_UNDER _SUBSECTION (T).*

~End-

—-6— HB 859
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HOUSE BILL NO. 859
INTRODUCED BY FAGGe HANNAHy WINSLOwWoe
O« O*HARAs COZIZENSs KEATINGs HAGERs VINGER,
ANDREASCNy KITSELMANy Jo G'HARAs OCHSNER,

CONOVERs CRIPPENs DOVERs BURNETTs TEAGUE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO PROVIDE FOR THE
DEDUCTION CF CHARITABLE CONTRIBUTIONS AND GIFTS MADE 3Y
CORPORATIONS IN COMPUTING NET INCOME ANC CORPORATE LICENSE

TAX LTARILITY; AMENDING SECTION 15-35i-114s MCAL™

BE IT €NACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:
Section le. Section 15-3i-11l4s MCAy is amended to read:
"15-31-114« Deductions allowed in computing income. In

computing the net incomes the following deductions shall be

allowed from the gross income received by such corporation
within the year from all sources:

{1) A1l the ordinary and necessary expenses paid or
incurred during the taxable year in the maintenance and
operation of its business and propertiess including
reasonable allowance for salaries for personal services
actually rendereds subject to the limitation hereinafter
containeds rentals or other payments required to be made as
a4 condition teo the continued use or possession of property

to which the corporation has not taken or is not taking
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title or in which it has no equitye. No deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Montana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the statee salaries of officers paid in
connection with securing such income shall be deductible.

(2} [a} A1l losses actually sustained and charged off
within the y=2ar and not compensated by insurance or
otherwises including & reasonable altlowance for the wear and
tear and cbsolescence of property used in the trade or
businesss such allowance teo be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. All elections for
depreciation shall be the same as the elections made for
federal income tax purposese No deduction shall be allowed
for any amount paid out for any buildingss permanent
improvementss Oor betterments made to increase the value of
any property or estates and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
mades

(D) {i}) There shall be allowed as a deduction for the
taxable period a net operating loss deduction determined
according to the provisions of this subsectione The net

operating foss deduction is the aggregate of net operating

-2- H3 859
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loss carryovers to such taxable period plus the net
operating loss carrybacks to such taxable periode. The term
"net operating Yoss" means the excess of the deductions
allowed by this sections 15~31-114, over the gross incomes
with the modifications specified in {ii) of this subsection.
If for any taxable period beginning after December 31ls 1970,
a2 net operating loss is sustainedsy such loss shall be a net
operating loss carryback to each of the three taxable
pericds preceding the taxable period of such loss and shalt
be a net operating 1loss carryover to each of the five
taxable periods following the taxable period of such losse A
net operating 1loss for any taxable period ending after
December 31y 1975y in addition to being a net operating loss
carryback to each of the three preceding taxable periodse
shall be a net operating loss carryover to each of the seven
taxable periocds following the taxable period of such losse
The portion of such loss which shall be carried to each of
the other taxable years shall be the excessy if anye of the
amount of such loss over the sum of the net income for each
of the prior taxable periods to which such 1oss was carriede
For purposes of the preceding sentences the net income for
such prior taxable period. shall be <computed with the
modifications specified in {ii){B) of this subsection and by
determining the amount of the net operating loss deduction

without regard to the net operating loss for the loss period

-3- H3 859
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or any taxable period thereafters and the net income so
computed shall not be considered to be less than zero.

(ii) The modifications referred to in (i) of this
subsection shall be as follows:

(A) No net operating loss deduction shall be allowed.

(B} The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
methode.

{C} Any net operating loss carried over to any taxabhle
yesrs beginning after December 31y 1978+ must be calculated
under the provisions of this section effective Ffor the
taxable year for which the return claiming the net operating
Yoss carryover is filede

(tii) A net operating loss deduction shali be allowed
only with regard to Jlosses attributable to the business
carried on within the state of Montanaa.

{iv} In the <case of a merger of corporationss the
surviving corporation shall not be allowed a net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of mergere In the case
of a consolidation of corporationss the new corporate entity
shall not be allowed a deduction for net operating losses
sustained by the consolidated corporations prior to the date
of consolidation.

(v} Notwithstanding the provisions of 15-31-531,

-4- HR 859
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interest shall not be paid with respect to & refund of tax
resulting from a net operating loss carryback or carryovere

{vi} The net operating loss deduction shall not De
allowed with respect to taxable periods which ended on or
before Uecember 31y 19704 but shall be allowed only with
respect to taxable periods beginning on or after January ls
1971.

{3 In the case of miness other natural depositse o0il
and gas wellss and timbers & vreasonable allowance for
depletion and Ffor depreciation of improvaments; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable vyeare All elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elections made for federal income tax purposes.

{4y The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid on an indebtedness created
for the purchases maintenances or improvement of property or
for the conduct of business wunless the income from such
property or business would be taxable under this part.

{5} {a} Taxes paid within the year except the

—5- H3 859
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following:

fi} Taxes imposed by this parte

(ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assesseds

{iii) Yaxes on or according to or measured by net
income or profits imposed by authority of the government of
the United Statese.

{iv) Taxes imposed by any othes state or country upon
or measured by net income or profitse

{b) Taxes deductible wunder this part shatl be
construed to include taxes imposed by any countys school
districtsy or municipality of this state.

(6} That portion of an energy-related investment
altowed as 4 deduction under 15-32-103.

(7] (A) Eharitabte EXCEPT AS_ PROVIDED IN_SUBSECTIGN

£F+ (B}es CHARITABLE contributions and_gifts_that qualify for

deduction_under_section 170 _of the Internal Revenue Codes as

amendeds

$83(B) THE_PUBLIC SERVICE COMMISSION SHALL NGT__ ALLOW

IN THE RATE BASE DF A_REGULATED CORPORATION THE INCLUSION_OF

CONTRIBUTIONS MADE UNDER _SUBSECTION (T)."

-End-

-6- HB 859
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HOUSE BILL NO. 859
INTRODUCED BY FAGGs HAMNAHy WINSLOW.
De O'HARAy COZZIENSs KEATINGs HAGERs VINGERSs
ANDREASONe KITSELMANy Je OU'HARAy DCHSNERs

CONOVERy CRIPPEN, DOVERs BURNETTs TEAGUE

A BILL FOR AN ACT ENTITLED: ™AN ACT TO PROVIDE FOR THE
DEDUCTION OF CHARITABLE CONTRIBUTIONS AND GIFTS MADE BY
CORPORATIONS IN COMPUTING NET INCOME AND CORPORATE L ICENSE

TAX LIABILITY; AMENDING SECTION 15-3i-1ll4s MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. 3Section 15-31-1l%s MCA+ i5 amended to read:
"15~31-114. Deductions allowed in computing income. In

computing the net incomes the following deductions shail be

allowed from the gross income received by such corfporation
within the year from all scurces:

{1) All the ordinary and necessary expenses paid or
incurred during the taxable vyear in the maintenance and
operation of its business and propertiess including
reasonable allowance for salaries for personal services
actually rendereds subject to the limitation hereinafter
containeds rentals or other payments required to be made as
a condition to the continued use or possession of property

to which the corporation has not taken or is not taking
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title or in which it has no equitye No deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Hontana state income tax; provideds howevers
that where domestic corporations are taxed on income derived
from without the states salaries of officers paid in
connection with securing such income shall be deductible.

. {2) (a) All losses actually sustained and charged off
within the year and not compensated by insurance or
otherwises including a reasonable allowance for the wear and
tear and obsolescence of property used in the trade or
businesss such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. A1 elections for
depreciation shall be the same 3as the elections made for
federal income tax purposes. Mo deduction shall be allowed
for any amount paid out for any buildingss permanent
improvementss or betterments made to increase the value of
any property or estates and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
made .

(b} (i) There shall be allowed as a deduction for the
taxable period 2 net operating loss deduction determined
according to the provisions of this subsection. The net

operating loss deduction is the aggregate of net operating
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loss carryovers to such taxable period plus the net
operating toss carrybacks to such taxable periods The term
loss® mearns the

®"net operating excess of the deductions

allowed by this sectiones 15-31-114s over the gross incomes
with the modifications specified in (ii) of this subsection.
If for any taxable period beginning after December 31y L1970y
3 net operating loss is sustaineds such loss shall be a net
three taxable

operating 10ss carryback te each of the

periods preceding the taxable period of such loss and shaltl

be a net operating loss carryover to each of the five
taxable periods following the taxable period of such 1osse A
net operating %Yoss for any taxable period ending after
December 31+ 1975, in addition to being 3 net operating loss
carryback to each of the three preceding taxable periodse
shall be a net operating loss carryover to each of the seven
taxable periods following the taxable period of such 10sse
The portion of such loss which shall be carried to each of
the other taxable years shall be the excessy if anys of the
amount of such l1oss over the sum of the net income for each
of the prior taxable periods to which such 1oss was carriedes
For purposes of the preceding sentences the net income for

such prior taxable period shall be computed with the

modifications specified in (ii)({B) of this subsection and by
determining the amount of the net operating loss deduction

without regard to the net operating loss for the loss period
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or any taxable period thereaftery and the net Iincome soO

computed shall not be considered to be less than zero.

{ii) The mwmodifications referred to in (i) of this
subsection shall be as follows:
{A} No net operating loss deduction shall be allowede

{8) The deduction for depletion shall not exceed the
amount which would be ailowable if computed under the cost
method.

(C) Any net operating loss carried over to any taxable
years beginning after December 31+ 1978+ must be calculated

under the provisions of this section effective Ffor the
taxable year for which the return claiming the net operating
lass carryover is filed.

{iii) A net operating 1o0ss deduction shall be allowed

only with regard to losses attributable toe the business
carried on within the state of Montana.

{iv) In the case of a merger of corporationss the
surviving corporation shall not be allowed a net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of mergere In the case
of a consolidation of corporationss the new corporate entity
shall not be allowed a deduction.for net operating Jlosses
sustained by the consolidated corporations prior to the date
of consolidation.

(v} Notwithstanding the

provisions of 15-31-531,
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interest shall not be paid with respect to a refund of tax
resulting from a net operating loss carryback or carryovere

{(vi) The net operating !oss deduction shall not be
allowed with respect to taxable periods which ended on or
before December 31y 1970+ but shall be allowed only with
respect to taxable periods beginning on or after January la
1971.

{3} 1n the case of miness other natural depositss oild
and gas wellss and timbers a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable yeare All elections made under the Internal Revenue
Code with respect to capitaltizing or expensing exploration
and development «costs and intangibte driltling expenses Ffor
corporation license tax purposes shall be the same as the
elections made for federal income tax purposese.

{(#) The amount of interest paid within the year on its
indebtedness incurred in the coperation of the business from
which its income is derived; but no interest shall pe
allowed as a deduction if paid on an indebtedness created
for the purchases maintenances or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this parte

{5) (a) Taxes paid within the year except the
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following:

(i) Taxes imposed by this parte.

(ii) Taxes assessed against local benefits of a kind
tending to increase the value of the property assesseds

{iii) Taxes on or according to oOr measured by net
income or profits imposed by authority of the government of
the United States.

{iv) Taxes imposed by any other state or country upon
or measured by net income or profitse

(b)) TYaxes deductible under this part shall be
construed to include taxes imposed by any countys school
districtsy or municipality of this state.

{6) That portion of an energy-related investment
allowed as a deduction under 15-32-103.

(7} (A) Eharitaple EXCEPT__AS__PROVIDED IN SUBSECTION

¥+ (B)}s CHARITABLE contributions and gifts that gualify for

deduction_under section 170 _of the Internal Revenue Codey as

amended.

£84({B) THE_PUBLIC_ SERVICE COMMISSION SHALL_ NOT__ALLOW

IN THE RATE BASE _OF A REGULATED CORPORATION THE_INCLUSION OF

CONTRIBUTIONS MADE UNDER_SUBSECTION (7)™

-End-
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