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_!iOllSE-- BILL NO• _B53.__ ~~~~L~' 

IkTRODUCEO BY ~~-0~~ ~ 
q_~n=q- (}~)t.f_M:k~.-"c '<..1tst\wti'r;:;O cfJY-/--- 8" A-;;.'f!J ~:1'~ 
&:~·--' cr~ e-.,.-~- ~·r 
~~ll FOR AN ACT ENT1TLEOt •AN ACT TO PROVIDE FOR THE 

DEDUCTION OF CHARITABLE CONTRIBUTIONS AND GIFTS MADE BY 

CORPURATIONS IN COHPUTING NET INCOME AND CORPORATE LICENSE 

TAX LIABILITY; AMENOING SECTION 15-31-ll4t HCAe• 

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

Section 1. Section 15-31-ll4t HCAt 15 amended to read: 

"15-31-114• Oeduction5 allowed in co~puting income. In 

computing the net income, the following deductions shall be 

allowed from the qross income received by such corporation 

within the year from all sources: 

(l) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its ~usiness and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or ~ossesslon of property 

to which the corporation has not taken or is not taking 

title or in which it has no eQuity. No deduction shall be 

allowed for salaries paid upon which the recipient therecf 

has net paid Montana state income tax; provided, however, 
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that where domestic corporations are taxed on inco•e derived 

from without the state, 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 

otherwise, Including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be deter~ined according to the 

provisions of section 167 of the Internal Revenue Code in 

effect with respect to the taxable year• All elections for 

depreciation shall be the same as the elections made for 

federal Income tax purposes. No deduction shall be allowed 

for any amount paid out for any buildings, permanent 

improvements, or betterments made to Increase the value of 

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

any aDOunt 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 a net operating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

"net operating loss• means the excess of the deductions 

-z- I N T R 0 D U C E D B I L L 
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alloved by this section, 15-31-114• over the gross inco•e• 

with the modifications specified in (iiJ of this subsection. 

If for any taxable period beginning after December 31 9 19700 

a net operating loss is sustained, such loss sh~ll be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

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

taxable periods folloving the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excesso if any, of the 

amount of such loss over the sum of the net income tor each 

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

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (ii)(B) of this subsection and by 

deter~ining the amount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(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) The deduction tor depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1978o must be calculated 

under the provisions of this section effective for the 

taxable year for vhich the return claiming the net operating 

loss carrvover is filed. 

(iii) A net operating loss deduction shall be allowed 

only vith regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) In the case of a merqer of corporations. 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 mgrger. In the cas~ 

of a consolidation of corporations 9 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 15-3l-53lo 

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

resulting from a net operating loss carryback or carryover. 

(vi) The net operating los.s deduc.tl.on ·~llaJl nQt be 
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allowed with respect to taxable periods which ended on or 

before December 31• 19709 but shall be allowed only with 

respect to taxable periods beginning on or after January lt 

1971. 

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

and gas 

deoletion 

wells, and 

and for 

tImber, a 

depreciation 

reasonable allowance for 

of i111prove11ents; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respec-t to capital I zing 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. 

(4) The amount of interest paid within the year on its 

16 injebtedness incurred in the operation of the business from 

17 which its income is derived; but no interest shall be 

18 allowed as a deduction if paid on an indebtedness created 

19 for the purchase, maintenance, or Improvement of property or 

20 for the conduct of business unless the income from such 

21 property or business would be taxable under this part. 

22 (5) (a) Taxes paid within the year except the 

23 following: 

24 

25 

(i) Taxes imposed by this part• 

(i i) Taxes assessed against local oenefits of a kind 
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tending to Increase the value of the property assessed. 

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

income or profits i~posed by authority of the government of 

the United States. 

(iv) Taxes i•posed by any other state or country upon 

or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) That portion of an energy-related Investment 

allowed as a deduction under 15-32-103. 

111--kbacitable ~ntrjbytjons -~__giLt~tbat gyalifX 

La~-~g~tigO-Yn~-~~tjoo 11~~--Lntecnal Bevanue 

~ge1-~_am~~g.• 

-End-
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STATE Of MONTANA 
REQUEST NO. A~.2::·.:8..l __ _ 

FISCAL NOTE 

Form IW-15 

I ··h · March 27 81 In comp iance Wit a wntten request received , 19 _ • there is hereby submitted a Fiscal Note 

tor _ijQVSJi.JULL~_ 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 tram the Office of Budget and Program Planning, to members 

of the Legislature upon request. 

DESCRIPTION 
An act to provide for the deduction of·charitable contributions and gifts made by 
corporations in computing net income and corporate license tax liability . 

• 
ASSUMPTION 
The percentage decrease in Corporation License Tax collections due to this proposal 
would_be 1.1% per year. 

FISCAL IMPACT 

Corporation Tax 
Under current law 
Under proposed law 
Estimated Decrease 

FUND INFORMATION 
General Fund 

Under current law 
Under proposed law 
Estimated Decrease 

Earmarked Revenue Account 
School Foundation 

Under current law 
Under proposed law 
Estimated Decrease 

Sinking Fund * 
Under current law 
Under proposed law 
Estimated Decrease 

FY 82 

$45.700 M 
45.197 M 

($ 0.503 M) 

$27.259 M 
26.959 M 

($ 0.300 M) 

$10.648 M 

10 •. 531 M 
($ 0.117 M) 

$ 4.685 M 
4.633 M 

($ 0.052 M) 

FY 83 

$46.400 M 
45.890 M 

($ 0.510 M) 

$27.677 M 
27.373 M 

($ 0· 304 M) 

$10.811 M 
10.692 M 

($ 0.119 M) 

$ 4.757 M 
4.705 M 

($ 0.052 M) 

" FPGCA-Local Governments 
Under current law 
Under proposed law 
Estimated Decrease 

$ 

($ 

3.108 M 
3.074 M 
0.034 M) 

$ 3.155 M 
3.120 M 

($ 0.035 M) 

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

p;;;EPARED BY THE DEPARTMENT OF REVENUE BUDGET DIRECTOR 

.. Office of Budget and Program Planning 

· bate: __!i -I .. ! I 
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Approved by Committee 
o!'l Taxation 

HOUSE BILL NO. 859 

INTRODUCED BY FAGG. HANNAH, WINSLOWo 

D. D'HARAo COZZENSt KEATING, HAGERo YINGER, 

ANOREASONo KITSELHAHo J. O'HARAo OCHSNER, 

CONOVER, CRJPPENo DOVER, BURHETTo TEAGUE 

A BILl FOR AN ACT ENTITLED: •AN ACT TO PROVIDE FOR THE 

DEDUCTION OF CHARITABLE CONTRIBUTIONS AND GIFTS HADE SV 

CORPORATIONS IN COMPUTING NET INCOME AND CORPORATE LICENSE 

TAX llABILITYi AMENDING SECTION 15-31-114o H(A.• 

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

Section lo Section 15-31-114o HCAo is amended to read: 

•15-31-114. Deductions all~d in co.puting income. In 

computing the net income, the following deductions shatl be 

allowed from the gross income received by such corporation 

within the year from all sources: 

lll All the ordinary and necessary expenses paid or 

incurred during the taxable year in the •aintenance and 

operation of its business and properties. including 

reasonable allowance for salaries for personal services 

actually rendered. sobject to the li•itation hereinafter 

contained, rentals or other payments required to be aade as 

a condition to the continued use or possession of property 

to ~hich the corporation has not taken or is not taking 

HB 0859/02 

1 title or in· which it llas no equity. No deduction shall be 

2 a11owed for salaries paid upon which the recipient thereof 

3 has not paid Montana state income tax; providedo however• 

.. that where domestic corporations are taxed on income derived 

5 fro• without the stateo salaries of officers paid in 

b connection with securing such income shall be deductible. 

7 (2) (a~ All losses actually sustained and chal'ged off 

8 within the year and not coapensated by insurance or 

9 otherwise. including a reasonable allowance fOI' the wear and 

10 tear and obsolescence of property used in the trade or 

11 business, such allowance to be deter•ined according to t.he 

12 provisions of section 167 of the Internal Revenue Code in 

13 effect with respect to the taxable year. All elections f~r 

14 depreciation shall· be the sa111e as the elections •ade for 

15 federal income tax purposes. No deduction shall be allowed 

lb for any amount paid out for any buildings, per.anent 

17 illlprovements, or betterments made to increase the value of 

18 any property or estate, and no deduction shall be •ade for 

19 any amount of expense of restoring property or making good 

.20 the exhaustion thereof for which an allowance is or has been 

21 111ade. 

Z2 lbl {i) fhere shall be allowed as a deduction for the 

23 taxable period a net operating loss deduction deter•ined 

24 according to the provisions of this subSection. The net 

25 operating loss deduction is the aggregate of net operating 

-2- HB 859 
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loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

•net operating loss• •eans the excess of the deductions 

allowed by this section, 15-31-111tt over the gross incoae, 

with the aodifications speci~ied in {iii of this subsection• 

lf for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the Tive 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

Dece•ber 3lo 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

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

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

aaount of such loss over the sum of the net inco.e for each 

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

For pQrposes of t~e preceding sentence. the n~t income for 

such- .,-,ior taxabJe period shall be ca.puted wi'th the 

modifications specified in {ii){B) of this subsection and by 

deter•ining the aiiiOUnt of the net operating loss deduction 

without regard to the net operating loss for the loss period 

-3- H6 859 
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or any taxable period thereafter, and the net income so 

~o•puted shall not be considered to be less th3n zero. 

(ii) The aodifications 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 co~uted under the cost 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after DeceMber 3lt 1978, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return clai•ing the net operating 

loss carryover is filed• 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) In the case of a .arger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustdined by the 

Derged corporations prior to the date of eerger. In the case 

of a consolidation of corporations, 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, 

-~ HB 859 
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interest shall not be paid ~ith respect to a refund of tax 

re~ulting from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before Oece•ber 3lt l970t but shall be allowed only with 

re~pect to taxable periods beginning on or after January lt 

1971. 

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

and gas wellso and tiMber, a 

depletion and for depreciation 

rea~onable allowance for 

of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. 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 

el2ction~ made for federal income tax purposes. 

14) The amount of intere~t paid ~ithin the year on its 

inaebtedness incurred in the operation of the business froa 

which its income i~ derived; but no interest shall be 

allowed as a oeduction if paid on an indebtedness created 

for the purchase, maintenance, or improveMent of property or 

for the conduct of business unless the income from such 

24 property or business would be taxable under thi~ part. 

25 ( 5) (a) Taxes pdid within the year except the 

-5- HB 859 
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following: 

( i) Taxes i•posed by this part. 

(ii) Taxes assessed agains·t local benefits of a kind 

tending to increase the value of the property dSSessed. 

(iii) Taxes on or accordiflg to or -asured by net 

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

the United States. 

(iv• Taxes i•posed by any other state or country upon 

or measured by net income or profits. 

(b) Taxes deductible under this part shalt be 

construed to include taxes i.posed by any county, school 

district, or .unicipality of this state. 

(ol That portion of an energy-related 

allowed as a deduction under 15-32-103. 

invest-nt 

ill eh§r?~eb+e ~XCEPT AS PROVIDED IN SU~SECTION i!l1 

CHAEITABLE ~tributio~~9if!_s ___ !h!i ___ guaJify for 

~tio~~~!ion 170 of the Internal Revenue Cod~~ 

~!!~~ 

~l__!~E PUBLIC SERVICE COMMISSION SHALL_~~QW IN 

THE_RAT£ BASE OF A REGULATED CORPORATION THE INCLUSIO~__Qf 

CON!RIBUTIONS "AOE U~OER SUBSECTION (1).• 

-End-
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HOUSE BILL NO. 859 

INTRODUCED BY FAGG, HANNAH, WINSLOWt 

Oo 0°HARA, COZZENS, KEATING, HAGER, VINGER, 

ANDREASeN, KITS~LMAN, Jo O'HARA, OCHSNER, 

CONOVER, CRIPPEN, DOVER, BURNETT, TEAGUE 

A Bill FOR AN ACT ENTITLED: "AN ACT TO PROVIDE FOR THE 

0EDUCTION OF CHARITABLE CONTRIBUTIONS ANO GIFTS MADE ;,y 

CORPORATIONS IN COMPUTING NET INCOME AND CORPORATE LICENSE 

TAX LIABILITY; AMENDING SECTION 15-31-114• MCA.• 

BE IT ENACTED 9Y THE LEGISLATURE OF THE STATE GF MONTANA: 

Section 1. Section 15-31-114• MCA, is amended to read: 

"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income ~eceived by such co~poration 

within the year f~om all sources: 

{1) All the ordinary and necessa~y expenses paid o~ 

incur~ed during the taxable year in the maintenance and 

ooel'"ation of its 

~easonable allowance 

business and p~operties, including 

fo~ sala~ies fo~ pel'"sonal se~vices 

actually rendered, SUbJect to the limitation he~einafte~ 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which th~ co~poration has not taken or is not takinCJ 
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title or in which it has no equity. No deduction shall be 

allowed fo~ sala~ies paid upon which the ~ecipient the~eof 

has not paid Montana state income tax; provided, however, 

that where dor~stic co~po~ations are taxed on tncome de~ived 

f~om without the state, sala~ies of office~s paid in 

connection with secu~in9 such income shall be deductible. 

{21 [a) All 

within the y~ar 

losses actually sustained and charged off 

and not compensated by insu~ance or 

othe~wise. including a ~easonable allo~ance for the wear and 

tear ana obs~lescence of property used in the trade o~ 

business, such allowance to be dete~mined acco~ding to the 

provis1ons of section 167 of the Inte~nal Revenue Code in 

effect wtth respect to the taxable yea~. All elections fo~ 

deprecaation shall be the same as the elections made for 

federal income tax purposes. No deduction shall be 

for any amount paid out for any buildings, 

imp~ovements, or bette~ments made to inc~ease the 

allowed 

permanent 

value of 

any property or estate. and no deduction shall be made fo~ 

any amount of expense of ~esto~ing p~ope~ty o~ making good 

tht exhaustion thereof for which an allowance is o~ has been 

made-. 

(b) [ i) There shall be allowed as a deduction for the 

taxable pe~iod a net operating loss deduction determined 

according to the p~ovisions of this subsection. The net 

ope~atin'] loss deduction is the aggregate of net operating 

-z- HB 859 
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loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

"net operating loss" means the excess of the deductions 

allowed by this section, 15-31-114, over the gross income, 

with the modifications specified in (iii of this subsection. 

If for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preced1ng taxable periodst 

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

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if anyo 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 carried. 

For purposes of the preceding sentence• 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- HR 859 
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or any taxable period thereafter, and the net income so 

computed shall not be cons1dered 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 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1976, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustaineo by the 

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

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

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 

result1nq from a net operating loss carryback or carryover. 

(vi 1 The net operating loss deduction shal I not ae 

allowed with respect to taxable periods wnich ended on or 

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

respect to taxable periods beginning on or after January 1, 

1971. 

(3] In the case of mines. other natural deposits. oil 

and qas wells• and timber, a reasonable allowance for 

depletion 3nd for depreciation of lmpl'"ovgments; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. 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. 

(4] The amount of interest paid within the year on its 

inde~tedness incorrect in the operation of the business from 

which lt'i income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

23 for the conduct of business unless the income from such 

24 property or business would be taxable under this part. 

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

(i) Taxes imposed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

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

income or profltS 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 profits. 

It> l Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) That portton of an energy-related investment 

allowed as a deduction under 15-32-103. 

111 Hl £.1:!~.!±!3!1!1+~ £!~EPT__2~--P~0Vl!l£!L!N SUBS.SPION 

iii ~l~~~~!~Bl~ ~Q~~ri~~tiQU~ng_gift~-~hai_~lifx_fQL 

geduction~nJer_~!iQQ_170_Qf_!he_!n!~£U2l_Re~~~-~QE~~~ 

ame!)ged. 

f~i~ THf_fYQhlf_~f~Ylif_CO~~!SSlON~liAL1~Q.!_~llOW 

lJL.!!il_g~ T E_.§AS f_Qf_~_g_s GUl~!£!L C!Jg£'0RAT .!.Q!i_!HE_ I NCLU Sl ON OF 

CON!~£Y!!Q~~-~~2f_Y~Qf~-~y~SECTION_ill~" 

-End-
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HOUSE BILL NO. 859 

INTRODUCED BY FAGG, HANNAH, WINSLOW, 

O. O'HARA, COZZENS, KEATING, HAGER, VINGERo 

ANDREASON, KITSELMANo Jo O'HARA, OCHSNER, 

CONOVER, CRIPPEN, DOVER, BURNETT, TEAGUE 

A BILL FOR AN ACT ENTITLED: "AN ACT TO 

DEDUCTION OF CHARITABLE CONTRIBUTIONS 

PROVIDE FOR THE 

AND GIFTS MADE BY 

CORPORATIONS IN COMPUTING NET INCOME AND CORPORATE LICENSE 

TAX LIABILITY; AMENDING SECTION 15-31-11~• MCA." 

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

Section 1. Section 15-31-114• MCA, is a~nded to read: 

"15-31-114• Deductions allowed in co~uting inco~. In 

computing the net income, the following deductions shall be 

allowed from the gross inco•e received by such corporation 

within the year from all sources: 

(11 All the ordinary and necessary expenses paid or 

incurred during the taxable year in 

operation of its business and 

reasonable allowance for salaries 

the Maintenance and 

proper ties, inc I ud ing 

for personal services 

actually rendered, subject to the li•itation hereinafter 

contained, 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 equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state inco-. tax; provided, however, 

that where domestic corporations are taxed on inco.e derived 

fro• without the state, salaries of officers paid in 

connection with securing such inco~ shall be deductible. 

(2) (a) All losses actually sustained and charged off 

within the year and not compensated by insurance or 

otherwiseo including a reasonable allowance for the wear and 

tear and obsolescence of property used in the trade or 

business, such allowance to be deter•ined according to the 

provisions of section 167 of ·the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

depreciation shall be the sa.e as the.elections made for 

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

for any a•ount paid out for any buildings, per.anent 

i•prove•entso or betterlllents •ade to increase the value of 

any property or estateo and no deduction shall be made for 

any a•ount of expense of restoring property or •aking qood 

the exhaustion thereof for which an allowance is or has been 

made. 

CbJ (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction deter•ined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 
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loss cart"yovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The ter~ 

•net operating loss• -.ans the excess of the deductions 

alloNed by this section. 15-31-114• over the gross incoaeo 

with the .adifications specified in (ii} of this subsection. 

If for any taxable period beginning after December 31o 1970 0 

a net operating loss is sustai nedo suc~h 1 oss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shalt 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

Oeceeber 31o 1975o in addition to being a net operating loss 

carryback to each of the three preceding taxable periods• 

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

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess. if anyo of the 

aaount of such loss over the su• of the net inco•e for each 

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

For purposes of the preceding sentenceo the net income for 

such prior taxable period shall be c0111puted with the 

~odifications specified in (ii)(BJ of this subsection and by 

deterMining the a•ount of the net operating Joss deduction 

without regard to the net operating loss for the loss period 
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or any taxable period thereafter. and the net incoae 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: 

(AI No net operating loss deduction shall be allowed. 

(BJ The deduction for depletion shall not exceed the 

aMount which would be allowable if ca.puted under the cost 

111ethod. 

(C) Any net operating Joss carried over to any taxable 

years beginning after December 31o 1978o Must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

( i v J In the case of a -rger of c~orporat ion so 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 aerger. In the case 

of a cons~lidation of corporations. 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 1 
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interest shall not be paid with respect to a refund of tax 

resulting fro• a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taKable periods which ended on or 

before December 31t 1970t but shall be allowed only with 

respect to taxable periods beginning on or after January 1. 

1971. 

(3) In the case of mineso other natural deposits. oil 

and gas wells. and tiMber. a reasonable allowance for 

depletion and for depreciation of i 11pr ove ment s ; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. 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. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business free 

which its inco•e is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase. Maintenance. or i•prove.ent of property or 

for the conduct of business unless the income from such 

24 property or business would be taxable under this part. 

25 (5) (a) TaKes paid within the year except the 
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following: 

Iii Taxes imposed by this part. 

Iii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or Measured by net 

income or profits imposed by authority of the government of 

the United States. 

(iv) TaKes imposed by any other state or country upon 

or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes i~osed by any county. school 

district• or municipality of this state. 

(6) That portion of an energy-related 

allowed as a deduction under 15-32-103. 

invest-nt 

11:1 1!1 ~!:!e..Hel!l~~ EXCEPT __!l___f~l!L!N SUBSECTION 

ili l!U..!:.S.!:!~RIT ~BLE £Q!!.!r i bytion~!L..9.i ft s that guati tv for 

dedy£!1~~~der_~£tion_l70 of the Internal Revenue Code~ 

~~~ed. 

ill~ THf PUBh!f_SERVICE COH!!ISllON S!:!All~_!LLOW 

~!~f-~ATE BASE OF A REGULATED CORPORATION THE INCLUSION OF 

~Q~!RIBUTIO~~!Q!_~DE~_SU~SEC!ION 111~" 
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