SENATE BILL KO, 322
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BILL NO.

F.z?
W, MW

A BILL FOR AN ACT ENTITLED: AN ACT TO STIMULATE THE

TNTRODUCED BY
O

PRODUCTION AND USE OF ORGANIC FERTILIZER AND SOIL AMTNDMENTS
IN  MONTANA BY PROVIDING TAX INCENTIVES AND REQUIRING USE OF
SUCH FERTILIZER AND SOIL AMENDMENTS 1IN CERTAIN INSTANCESS
AMENDING SECTIONS 15-6-1354 15-30~-1214 AND 15-31-11%y MCA"

WHEREASy Montana®s predominently agricultural economy
is dependent on fertile soil; and

WHERFASy saline seep has damaged 500+400C acres of our
state and is continulng to ¢laim wore than 20+000 acres a
year; and

WHEREASy strip mining for coal is decreasings at least
tempararilys the acres of grazing land in the state; and

HHEREAS, erosions overgrazingy and intemnsive cropping
are depleting our seoils faster than inorganic fertilizers
can renew thew: and

WHEREASs organic matter properly aged and applied ta
the so0il can dramatically increase the fertility of soilj
an-d

WHEREASy selid waste disposal by industry and
municipalities is presently an expensive and potential

environmentally hazardous undertaking; and
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WHEREASy the economic and environmental burden of
disposing of such sc0lid wastes may be partially offset
through the use of such wastes by an active organic
fertilizer processing industry in Montana; and

WHEREASy tax incentives are needed to initially assist
and stimulate the production and use of organic fertilizer
and scil amendments produced from industrial and municipal

wastes.

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

NEW SECTION. Section ls PurpoSes The purpose of
[sections 1 through 5] is to promote the use of organic
matter produced by Montana industries and municipalities to
revitalize V¥ontana Jands and to assist in making corganic
fertilizer econcemically competitive with inorganic
fertilizer.

NEN _SECTIONs Section 2« Definitionsa As used in
[sections 1 through 5]y the following definitions apply:

{1) "Raw organic matter" means upnprocessed plant or
aninal waste productse

(2) "Organic fertilizer®™ means row organic matter that
has been processed and aged for use in increasing soil
condition and fertiltitys and includes both fertilizer and
s0il amendments as those terms are defined in 80-1G-~1Cle

MEM SELTIONS. Section 3. Ceduction for purchase of
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Montana produced corganic fertilizers In additicn to all
other deductions from adjusted gqross individual incame
allowed in computing taxable income under Title 15¢ chspter
3Ces or from gross corporate income 2llowed in computing net
income under Title 15y chapter 31y part 1ly a taxpayer may
deduct a portion of his expenditure for organic fertilizer
produced in Montapa and gsed in Montanay in accordance with
the following schedule:

(1) 100% of the First $13000 expended;

{2) 60% of the amount over $15000 and equal to or less
than $24000 expended;

(3) 40% of the amount cver 3$2+000 and equal to or less
than $3,000 expended;

(4) 20% of the amount over $3,000 and equal to or less
than $4,000 expended;

{5) 10% cof the amount over $44000 expended.

NEM_SECTIONs Section 4. Procedure for obtaining
benefit of deductions The department of revenue shall
prescribe the method by which a taxpayer may apply for tax
treatpent under {section 3]«

NEMW _SECTIONs Section 5. Use of orgenic faertilizer
required -- whens Any department or agency of state
government shally in any reclamationy refurbishingy
conditioning, or other treatment of land under its

jurisdiction, us2 or require the use of organic fertilizer
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as defined Iin {section 2] to the extent that use of such
faortiltizer is shown to be economically competitive with
inorganic fertilizera.

Section 6« Sectijon 15-6-13%5¢ MCAy is amended to read:

"15-6-135. Class five property =-— description -
taxable percentages (1) {lass five property includes?

{2} all property used and owned by cooperative rural
electrical and cooperative rural +telephone associations
organized wnoer the laws of Montanay except property omwned
by cooperative organizations descrihbed in subsection {1)(c}
of 15-6-1373

(by air and water pollution contrel equipment as
defined in this section;i

{¢) truck camperss motor homess and camping and travel
trailersy including fifth-wheel +trailerss owned by and
actually used primarily by a perscn 60 years of age or older
vhos

(i} is retired from full employmenti and

(ii) whose total income from all sources is not more
than $7+000 for a single person or $3,000 for a merried
couple;

{d) new industrial property as defined in this
section;

(e) &any personal or real property wused primarily in

the production of gaschol during construction and for the

_l'—
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first 3 years of its operations}

{f) _any real property used primarily. in__a _ facility
operated for _the production _of organic fertjlizer during
construction and for_ihe first 3 years of operation.of _such
a_-facilityas

(2) f{a) ™Air and water pollution eguipment® means
facilitiesey machinerys or equipment used to reduce or
control water or atmospheric pollution or contaminaticn by
removings reducinge altaeringy disposings or staring
pollutantsy contaminadntse wastesy or heats The department of
health and environmental sciences shall determine if such
utilization is being mades

{b) The department®s determination [as to air
pollution equipment] may be appealed to the board of health
and environmental sciences and may not be appealed to either
a county tax appeal board or the state tax appeal boeards
Hawevery the appraised valtue of the equipment as determined
by the department of revenue may be appealed tc the ccunty
tax appeal board and the state tax appeal board.

{3) %“New industrial property®™ means any new industrial
planty including 1landy buildingss machinerye and fixturessy
used by new industries duritng the first 3 years of their
operatione The rproperty m2y not have been assessed within
the state of Montana prior teo July 1y 1961,

{4) (a) "New industry® means any persone corporationy
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Firms partnershipe associations or other group that
establishes a new plant in Momntana for the operation of a
new industrial endeavors as distinguished from 3 mere
axpansiony reorganizationy or merger of an existing
industrye

{b) New industry includes only those industries that:

(i) wmwanufactures milly minee producey processs oOr
fabricate materials;

{ii) do similar worky employing capital and labory in
which materials unserviceable in their natural state are
extracteds processedy or made fit for wuse or are
substantially altered or treated so as to create commercial
products or materials; or

{iii) engage in the mechani cal or chemical
transformation of materials or substances into new products
in the manner defined as manufacturing in the 1972 Standard
Industrial Classification Mapual prepared by the United
States office of management and budget.

(5) New industrial property does not include:

(3} property wused by retail or wholesale merchantsye
commercial services of any typey agriculture, tradess or
profassions;

[p) a plant +that will create adverse impact on
existing $tates countys or municipal services; or

(¢} property used or employed in any industrial plant

~ SB 2A=
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that has been in operation in this state for 3 years or
longers

(6) Class five property is taxed at 3% of its market
values"

Section T« Section 15-30-121y MCAy is amended to read:

#15-30-121s Deductions allowed in computing net
incomes In computing net incomes there are allowed =3
deductions:

{{) the items referred to in sections 161 and 21} of
the Internal Revenue Code of 1954y or as sections 161 and
21t shall be 1lzbeled or amendeds subject to the fellowing
exceptions which are not deductible:

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

{b) state inccme tax pald;

{2) federal income tax paid within the taxable vyear;

{3) child and dependent <care expenses determined in
accordance With the provisions of section 214 of the
Internal Revenue Code of 1954 that were in effect for the
taxable year that began January 1y 1974« Howevers the
limitation set forth in section 214(e)({4) of the Internal
Revenue Code of 1954 as that section was in effect for the
taxable year that began January ls 1974y @pplies only to
payments made to a child of the taxpayer who is under 19
years aof age at the «close of the taxable year and to

payments made to an individual with respect to whom a
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deductjon is allowable under 15-30-112(5) to the taxpayer or
the taxpayer®s spousece

{4} that portion of an energy-related investment
allowed as a deduction under 15-32-103;

{5} in the case of an individualy, 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 vyear ended December 31,
1978»3

{63 . that portion of expenses . for _gryganlc fertilizer
allowed 25 2 deduction under [section 3]."

Section Be Section 15-31-114y MCAs is amanded to read:

®#15=31-214a Deducticns allowed in computing income. In
computing +the net incomey the following gaductions shall be
allowed Trom the qrass income received by such corporation
within the year from all sources:

{1} A1} the ordinary and necessary expenses paid ar
incurred during the taxable year in the maintenance and
operatian of its business and propertiesy including
rassonable allowance for salaries for personal services
3ctually renderadsy subject to +the limitation hereinafter
containeds rentals or other paywents required to he made as
a condition to the continued use or possession of property
to which the corporation has not +taken or 1is not taking

title or in which it has no eauitys No deduction shall be

-



N

[

o+

w

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

25

LC 1277701

alTowed for sataries peid upon which the recipient thereof
has not paid Montana state income tax; providedy howevery
that where domestic corporations are taxed on income derived
from without +the statey salaries of officers paid in
connection with securing such income shall be deductible.

(2) (a) A1l 1losses actually sustained and charged off
within the year and not compensated by insurance or
otherwises including a reascnable allowance for the wear and
tear and obsoclescence of property used in the trade or
businesse such allowance to be determined accerding to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. A1l elections for
depreciation shall be the same as the elections made for
federal income tax purposese No deduction shall be alloweo
for any amount paid out for any buildingssy permanent
improvementsr or betterments made to increase the wvalue of
any property or estatey and no deduction shall be made for
any amount of expense of restoring property or waking goood
the exhaustion thereof for which an allowance is or has baen
madee

{b) (i) There shall be aliowed as a deduction for the
taxable period a net operating loss deduction determined
according to the nprovisions of this subsecticne The net
oparating loss deduction is the aggregate of net operating

loss carryovers to such taxable period plus the net
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operating 1oss carrybacks to such taxable periodes The term
®net operating loss®™ wmeans the excess of the deductions
atlowed by this sectione [5-31-114s over the gross incomes
with the modifications specified in {ii) of this subsection.
If for any taxable period beginning after Cecember 31y 1970¢
a net operating loss is sustainedy such loss shall be a2 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 losss A
net operating loss for any taxable period ending after
December 31y 1975+ in addition to being a net copersting loss
carryback to each of the three preceding taxable periods,
shall be a net operating loss carryover te each of the seven
taxable pericds fellowing the taxable period of such 1055,
The portion of such loss which shall be carried to each of
the other texable years shall be the excessy 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 carriedas
For purposes of the preceding sentencey the net income for
such onrior taxable periocd shall be computed with the
modifications specified in {1i){8B) of this subsection and by
determining the amount of the net operating loss deduction
without regard to the net coperating loss for the loss period

or any taxable period thereaftery ond the net inceme so

e SB 3aa
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computed shall not be considered to be less than zerce

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

{A) Mo net operating loss deductlon shall be ailoweds

{8) The deduction for depletion shail not excees the
amount which would be allowable if computed under the cust
methoda

{C) Any net operating loss carried over to any taxable
years beginning after December 31y 1973y 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 fileds

(iii) A net operating Voss deducticon shall be allowed
only with regard to losses attributable to the business
carried op within the state of Montanaas

{iv) In the case of a merger of corperationse the
surviving corporation shall not be allowed & net operating
loss deduction for net operating losses sustained by the
merged corporations prior to the date of mergers In the case
of a conscolidation of corporationss the new corporate entity
shall not be allowed 3 deduction for net operating losses
sustained by the consclidated corporations prior to the date
of consolidatione

{v) Notwithstanding the provisions of 15-31-531y

interest shall not be paid with respect to a refund of tax
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resulting from a net operating loss carryback or carryovera

{vi) The pnet operating loss deduction s5hall not be
allowed with respect to taxable periods which ended en or
before December 31y 19704 but shall be allowed only with
respact to taxable periods beginning on or after January 1l
1971

{3) In the case of minesy other notural depositss o0il
and gas wellss and timbers a reasonable allowance for
depletion and foar depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable vyeare. A1l elections wmade under the Internal Revenue
Code with respect to capitalizing or expansing exploration
and development costs and intangible arilling expenses for
carporation license tax purposes sha2ll 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 jts income is5 derived; but ne interest shall he
allowed as a deduction if paid on an indebtedness creataed
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) (2) Taxes paid within the year except the

following?

-i2—-
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(i) TYaxes imposed by this parte

(ii) Taxes assessed 2gainst local benefits of a kind
tending to increase the vaiue of the property assessed.

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

(iv) Taxes imposed Py any other s$tate or country upon
or m=asured 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 statees

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

11). Thas _portion  of expepses for organic fertilizer
allowed as a deduction under [section 3]e%

-End-
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STATE OF MONTANA 257-81

REQUEST NO.
FISCAL NOTE

Form Bi-15

February 2 81

., 19 ., there is hereby submitted a Fiscal Note
for __SENATE RBRITI._ 322 . pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

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

In compliance with a written request received

of the Legislature upon request.

DESCRIPTION

An act to stimulate the production and use of organic fertilizers and soil amendments
in Montana by providing tax incentives and requiring use of such fertilizer and soil
amendments in certain instances.

FISCAL IMPACT

The Department of Revenue is unable to estimate the fiscal impact of this proposal.
It is not believed that the impact of the preferential property tax treatment would

be substantial, but the revenue effect of the proposed income tax deduction could be
significant.

PREPARED BY THE DEPARTMENT OF REVENUE

BUDGET DIRECTOR
Office of Budget and Pr?ram Planning

Date: 7« - 3 f
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tpproved by Committee

on Taxation
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SENATE BILL ND. 322
INTRODUCED BY HALLIGANs NORMAN, HAGERe BERG,

VAM VALKENBURGs DUSSAULT, KEMMISe AZZARA

A BILL FOR AN ACT ENTITLED: "AN ACT TO STIMULATE THE
PRODUCTION AND USE OF ORGANIC FERYILIZER AKD SOOIt AMEMDMENTS
IN MONTANA BY¥-PREVIDING-FAX-INCENTIVES~ANB-REQUIRING-USE-BF
SHEH-FERFILIZER-AND-SO1L~AMENDHENTFS—FN-EERTAEN-FNSTFANEES BY

PROVIDING Yax INCENTIVES; AMENDING SECTIONS 15-6-)%35y

15-30-121v AND 15-31~114s HCA."

WHEREASy Montana®s predominantly agricultural economy
is dependent on fertile soil; and

WHEREASs saline seep has damaged 5004000 acres of our
state and is continuing to claim mere than 204000 acres a
year; and

WHEREASs strip mining for ccal is decreasinge at least
temporarilyes the acres of grazing land in-the statei and

WHEREASy erosions overgrazings and intensive cropping
are depleting our sails faster than inorganic fertilizers
can renew them; and

WHEREASs organic matter properly aged and appliea to
the soil can dramatically increase the fertility of soil;
and

WHEREASy solid waste disposal by industry and
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municipalities is presently an expensive and potential
environmentally hazardous undertaking; and

WHEREASs the eccnomic and environmental burden of
disposing of such $olid wastes wmay be partially offset
through ¢the wse of sSuch wastes by an active organic
fertilizer processing industry tn Montana; and

WHEREAS s tax incentives are needed to initially assijst
and stimulate the production and use of organic Ffertilizer
and $o0il amendments produced from industrial and municipal

Wwastese

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAS

NEW_SECTION. Section le Purpose. The purpose of
[sections 1 through 5] is to promote the use of organic
matter produced by Montana industries and municipalities to
revitalize Montana lands and to assist in making organic
fertilizer econcmically competitive with inorganic
fertilizera

NEW_SECLTION. Section 2. Definitionse. As used in
[sections L through 5]y the following definitions apply:

(1} “Raw organic matter® means unprocessed plant or
animal waste productse

{2) *Organic fertilizer" means raw organic matter that

has been processed and aged for wuse in increasing soil

condition and fertilitys and includes both-—-ferttdtzer——and

-2 5B 322
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s0i1 amendments as these-terms—sre JHAT TERM IS defined in
80-10~10k.

NEW SECTINMe Section 3« Deduction for purchase of
Montana produced organic fertilizers In addition to all
other deductions from adjusted gross Individual income
allowed in computing taxable income under Title 15s chapter
30y or from gross corporate income allowed in computing aet
income under Title 154 chapter 31s part le 3 taxpayer may
deduct a~portton—-of his expenditure SXPENDIIURES for organic
fertitizer produced in Montana and used in Montanar——+A
aceordance~with-the-fotrtaning—schedutes

$t13-~188%-of-the—Ffirst—-$1vy086€-expendedd

$+23——688—of—the—amount-over—3iy008-and-equal-to-or-tess
than-$2y888-expendeds

£33 -—40K-of-~the—anount-over—4$2y066-and-aqual-to-or—tess
than-3$3v008-expendeds

t41-—20%-of-the-amount-over-$3y600—and-equal—to-or-tess
than-54y886-expendedy

£5¢—-~10N-of-the-anount-over—44y868-expended.

NEN-SEETEONg -~ Section—4v——Precedure————for-~——obtaining
benef+t—off-deduet+oav---*he——depertneﬂt--of——reveﬂue--shqii
prescribe-—tha~~method-by-which-a~taxpayer-pay-apply—fer-tax
treatment-under~fsection-3gy

NEW-SEETIONn-—Sectton—Sv—-Use-—of--orgente—~~Faretiiger

required--——--wheny——~Akny——deportment-—or-——-sqeney——af--state

-3~ s 322
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goaverament——shatty———in——-—any-——-rectamsttony——-refurbishingy
conditioningry-——-ar---other——-treatment——of-—tand--under-—tts
jurtadictiony-use-or-require—the-ase—of--orgonie¢--fertiirzer
as--defined-—in——facctien——2j-to-the-extent—that-ass-cf-soech
fertitizer-ita-shown——to——-be--economicatiy-—competitive——with
inergaﬂie-iért&*izer:
Seetion—~by——Seetton—-15-6-13Sv—MEAv—ts-emended-to-reads
B3E5-5-4 35y -—€C+ass——Five-—preperty-—~--—description--———
taxavte-perecentages—--fiy-ctasa-five-praperty-incltudest
ftat-~att——property-——~used-and-owned-by-cooperative-rorat
electricel-—and--cooperative-—rorot--tetephone-—ssvoctstions
organized-—ander--the-}aws—of-Hontonar—-except-property-ownned
by-cosperative-drganirations-deseribed-rn-subsection--{t1ted
of-15-6-+3F4
thy-—atr——-and--water—-potidtion—-contrel-—eqguipment --as
defined-itn-rhia—sectront
tey-—trnek—c¢oampersy-notor-homesvy—and-conping-and-travel
trattersy——inctuding--Fifeh-wheel-—tratderavy-—-owned-——-py—-and
astuatdy-osed-primartdy—hy-a-person-60-years-of-age-or-otder
whot
try-~rs-retired—from—Fatt-empioymenti-and
friti-whose--total-—income--from-alt-sourees—is-—not-mare
than-$¥+080—fer—a—single-person- -or--46$8y008--for—-~a—Married
cauptetd

tdy--new—-industriat~-——property-—as—-—defrned-—-tn--this

-4 SB 322
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sectiont
tey--any-personal-or-real-property--used——primartiy-—-tn

the-—-prodoction-—af--gasshoi-dur ing-constroction-and-for-the

firse-3-years-of-its-operatisnsy

{f}-——any~real-preperty-used——primarity--in--a--facttity

operated--for--the--production--of-orqanie-fertitizar-during

constrdetion—and-far-the-first-3-yaars-of-operation-ef--such

a-facitreys

t23—fot-——"Atr--end--water——poliutron-——equrpment=——means
factiteresy~—machineryy-~ar——oquipMent-—gsed-—ta-—-coedgce——oF
ecoantrol--water--or-atmospheric-potivtiran-or—contamnotron-by
remeyingy-—redaeingv-——atteringy-—-d13p0stAgy-——-Or—--3LOring
petiotantay-sontaminantsy-wastesy-or-heatr-Fne-department-of
health-—and--environmentat-—sciences-ahatt-determine-if-saeh
gtritration—13-being-mades

tby-~Fme—-departmentte---determrnotion——-fes—-to--—-arr
pottution—equipmenti-moy-be-appeated-to-—the—haard-of—heatth
and—environmenta%—scienees-and—may—net—be;appea+ed—to—either
B-coonty-tax—appesi-board-or-the —~state--tax——appeal-—boards
Howevery--the-appratryed-valve-of-the-cquipment-as-determined
By-the-department-of-revenve-may-be-appeated-to-—the-—county
cax-sppeal-beasrs d—and-the-state-tan—-appeal-booards

+3)--PNew- indastriat-property*-means—any-new-trndastriad
planty-—inctuding-—tands-buitdingav-machitneryvy-and-fixturess

ased-by-mew-trmivstries-during—thefirst-—-3-—years—--of-—-their

—§m sB 322

10
11
12
13
14
15
16
17
18
L9
20
21
22
23
24

25

SB 0322702

osparationy-—-Fhe-—property—-may-not-have-been-szsessed-—within
the-state-of -Montana-prior—to-duty-ty-196%t~
th¥-—tay-iNew-industryX-means—any-persanvy-—-corparationy
firmy-——partnersnipy-—-sssoctationy---~or--pther-—group--—thot
estabiishes—a-new—plant—in—Momtana for-the-—aperation-——of--a
new-—indostriat-—endeavory——as——distinguished--from —a——mere
expansiony-—reorganizationr--or--merger-—-~gf---—an-—-exrytnyg
rndustrys
tby——New-—industry-inciudes-onty-those-industries-thats
tiy-~manefacturer--miltir——miner--producey--precessy—-or
fabricote—-moterratat
ttty-do—simitar--workv-empltoying-capicai-and-taborv—in
whiem-matertats-unservreeable-tn-~therr--natural-~atate—-are
extractedrv---processedy-——~or-——made—-~f#it¢-~for--—use——-or--are
sdbstanttatiy-attered-or-treated-so-as-to-ereate-——commeretad
prodocts-or-materiadss—or
titty-engage—--in-———the--——mechanical---or-———-chemiecalt
transformation-of-materiali-or-substances-ineo-new—-prodocts
Tr-—the-menner-defrned-as-manufactortng-in-the-t9¥2-Stonderd
tnduserial-cElrassifireation-—Manual-—-prepared—-by-—the--united
States-office-of-management-and-budgety
£5)—~New—rrdustrtot-property-does—not—rnciudes
fay--property--used--by-—retatri-or-whotesnte-merchantsy
commereiat-services-of-any-—typev-—agricutturey--tradesr——or

professtonas

—f- SB 322
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tht-~a-~—plont——that--witi-—-create--adverse~~impact-——on
extating-statey-coantyy—or-muntc rpat-servicesi-or

tet—-property-used-er-capioyed-in-any-industrral--plans
thee——haﬁ-—beeﬂ——fn——operatien-—rn—this-&tate-ier-a‘yeurs—of
tongers

1t6y-—Class-five-property—is-taxed-at-3%-of ~ita--market
vatluee®

Section 4. Section 15-30-121y MCAy is amended to reads

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

{1} the items referred to in sections 1&l and 211 of
the Internal Revenue Code of 1954y or as sections 161 and
211 shall bpe labeled or amendeds subject to the following
exceptions which are not deductible:

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

f{b) stare income tax paid;

(2} Ffederal income tax paid within the taxable vyear;

{3) chil?d and dependent care expenses determined in
accordance with the pravisions of section 214 of the
Internal Revenue Code oOF 1954 that were in effect for the
taxable year that began January 1ls 197%. Howevers the
limitation set Fforth jn section 21i4{e}{4) of the internal
Revenue Code of 1954 as that section was in effact for the

taxable year that began January le 1974 applies only to

-7- 58 322
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payments made to a child of the taxpayer who 1is wunder i9
years of aqe at the close of the taxable year andg to
payments made to an individual with respect to whom 3
deduction is allowable under 15-30-112(5}) to the taxpayer or
the taxpayer's spouses

(4) that portion of an energy-retated nvestment
altowed as a deduction under 15-32-103;

{5} in the case of an individualys patitical
contributions determined in accordance with the provisions
of section Z218(a) and (b) of the Internal Revenue Code that
were in effect for the taxable year ended December 31+
1978}

[6) _that portion of expenses  for organic  fertilizer

allowed as_a deduction_under {section_3]."

Section 5. Section 15-31-11l4s MCAs is omended to read:

¥15-31-114« Deductions allowed in computing income. In
camputing the net incomer the following deductions shall be
allowed from the gross income received by such corporation
within the year from all spources?

{1) A1l the ordinary and necessary expenses paid or
incurred during the taxahbhte year in the maintenance and
operation of its business and propertiess including
reasonable atlowance for salaries for personal services
actualiy rendereds subject to the limitation hereinafter

containeds rentals of other payments required to be made as

- B~ 5B 322
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a condition to the continued use or possession of property
to which the corpoaration has not taken or s not taking
title or in which it has no egquity. No deduction shall be
allowed for salaries paid upon which the recipient thereof
has not paid Montans state income tax;i 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} A1l 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 67 of the Internal Revenue Code in
effect with respect to the taxable year. AVl elections Ffor
depreciation shall be the same as the elections made for
federal income tax purposess No deduction shall be 2llcwed
for any amount paid out for any buildingss permanent
improvementss or betterments made to increase the wvalue of
any property or estates and no deduction shall De made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an atlowance is or has been
mades

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

taxable period 3 net operating loss deduction determined

-9 50 322
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according to the provisions of this subsectione 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 periode The terwm
"net operating loss® means the excess of the deductions
allowed by this sections 15-31-11l%s over the gross incomey
with the modifications specified in (ii) of this subsection.
If for any taxable period beginning after December 31s 1970,
a2 net operating loss i5 Sustaineds such 1oss shall be a net
operating loss carryback to each of the three taxable
pericds preceding the taxable period of such loss and shall
be a net operating loss carryover to each of the Ffive
taxable periods following the taxable period of such 1055+ A
net operating loss for any taxable period ending after
December 31y 1975« 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 perjods Following the taxable periocd of such loss.
The portion of such 10ss which shall be carried to eaqh of
the other taxable years shall be the excesss 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 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 (ii)(B) of this subsection and by

-10- 58 322
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determining the amount of the net operating loss deduction
without regard to the net operating loss for the loss period
or any taxabie period thereaftery and the net income so
computed shall not be considered to be less than zeros

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

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

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

{C) Any net operating 055 carrjed owver 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 operating
toss carryover is fFiled.

(tii) A net operating loss deduction shall be allowed
only with regard to Josses attributable to the bLusiness
carried on within the state of Montanae.

{iv) In the case of a merger of corporationss the
surviving corporation shall not be alluwed a net operating
1055 deduction for net operating losses sustained by the
mer ged corporations prior to the date of mergers In the case
of a consolidation of corporatjonss the pnew corporate entity
shall not be allowed a deduction for net operating losses

sustained by the consolidated corporations prior to the date
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of consolidationa

(v) NotwithsStanding the provisions of 15-31-531,
interest shall not be paid with respect to a refund of tax
resutting from a net operating loss carrybeck or carryovera

{vi) The net operating lass deduction shall not be
allowed with respect to taxable periods which ended on or
before December 31s 1970y but shall be allowed only with
respect to taxable periods beginning on or after January ls
1971«

(3 1In the case of minesys other natural depositss oail
and qas wellsy and timbers a reasonable allowance for
depletion and for depreciation of impraovements; 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 capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
elaections made for federal income tax purpcses.

(4) The amount of interest paid within the year an its
indebtedness incurred iIn the operation of the business from
which its income is derived; but no interest shall be
aliowed 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

-12- s8 322
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property or business would be taxable under this parte

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

(i} Taxes imposed by this parte

(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 profits i1mposed by authority of the government of
the United Statese.

(iv) Taxes imposed by any other state or country upon
or measured Dy net income or profits.

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

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

[7}__That portion__of_ _expenses for ocrganic fertilizer

allowed as _a_deduction under [section 3].*

—-Eng-

-13- 58 322
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1 SENATE BILL NO. 322 1 municipalities is presently an expensive and potential
2 INTRODUCED BY HALLIGAMNs NORMAM, HAGER, BERGe 2 environmental ly hazardous undertaking; and

3 VAN VALKENBURG, DUSSAULTs KEMM]ISs AZZARA 3 WHEREAS, the economic and environmental burden of
% 4 disposing of such solid wastes may be partially offset
5 A BILL FOR AN ALT ENTITLED: "AN ACT JO STIMUATE THE 5 through the wuse of such wastes by an active organic
6 PRODUCTION AND USE OF ORGANIC FERTILIZER AND SOIL AMENDMENTS 6 fertilizer processing industry in Montana: and

7 IN MONTANA B*—PR9¥§B¥N6-¥A*—}ﬂeEN**VES-ANB-REGH*ﬂiNG‘USE-EF T WHEREAS+ tax incentives are aeeded to initially assist
8 SHUEH-FERFELEZER-AND-SOEL-AMENDMENTS—EN-CERFALN-ENSTAREES BY 8 and stimulate the production and use of organic fertilizer
9 PROVIDING FAX INCENTIVES; AMENDING SECTIONS 15~6—~}35y 9 and soil amendments produced from industrial and municipal
10 15-30~]12i¢ AND 15-31-114s MCA." 10 wWastes.

11 11

12 WHEREAS+ Montana®s predominantly agricultural economy 12 BE IT ENACTED BY THE LEGISLATURE OF THE STAYE DF MONTANA:

13 is dependent on fertile soil; and 13 NEW_SECYIONs. Section 1. Purposes The purpose of
14 WHEREASs saline seep has damaged 500,000 acres of our 14 [sections 1 through 5] is to promote the use of organic
15 state and 15 continuing to claim more than 2Q+000 acres a 15 matter produced by Montana industries and municipalities to
18 year; and 16 revitalize Montana lands and to assist in making organic
17 WHEREASy strip mining for coal is decreasings at least 17 fertilizer economically competitive with inorganic
18 temporarilyes the acres of grazing land in the state; end. 18 fertilizera

19 WHEREASy erosions overgrazings and intensive cropping 19 NEW SECTION. Section 2. Definitionse As used in
20 are depleting our s50ils faster than inorganic fertilizers 20 {sections 1 through 5]. the following definitions apply:
21 can renew them; and 21 {L} ™Raw organic matter™ means unprocessed plant or
22 WHEREASs organic matter properly aged and applied to 22 animal waste products.
23 the soil can dramatically increase the fertility of soil; 23 {2} *Organic fertitizer™ means raw organic matter that
24 and 24 has been processed and aged for use i1n increasing soil
25 WHEREASy solid waste disposal by industry and 2S condition and fertility, and includes both--fertilrrer--and

-2- 58 322
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so0i1 amendments as those—terms-ore IHAT TERM_ 15 defined in
80-10~-101a

MEW SECTIOMa Section 3. Deduction for purchase of
Montana produced organic fertilizer. In addition to all
other deductions from adjusted gross individual income
allowed in computing taxable income under Title 15¢ chapter
30s or from gross corporate income allowed in computing net
income under Title 1%y chapter 31y part le a taxpayer may
deduct e-pertien~of his expenditure EXPENDITURES for organic
fertilizer produced in Montana and wused in Montanavr—n
acenrdance-with—the-foltowing-scheduies

£1)—-100%-of-the—first-$iv800-expendeds

t2y——6c-of-the-apount—over—$iy008-and-equal-te—or-tess
than-$2yi86-expendedy
t3y-~484-of—the—apount-over-4$24080-and-equatl-to-or-tess
than-43v008—expendudy
fﬁf—oao!~ef-ehe—anount-oveé-saveoo~and—egoa%—eo-or—*ees
Lhan~$4v080-expendedy
+53——18N—ef~vhe-anount—over-44y088-expended.

NEW—SEET AN~ Section—4v—Procedure~——~for————ehtaining
penefit-of--duduetionv——Fhe——department--of-——revenue--shati
prescribe-—ther—agethod-by-which-a—-taxpayer-may-appiy~For-tax
treataent-under-feection—33»

NEN-SEEFEONy——Section—Sv—~Hsa—~of-—orgonic-—-fertitizer
required —rv-—ayheny——Any--departfent-—or-——ageney-—of-~-ataote
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government——shativy——~in-——any-—--reclamsttonv-—-refurorshrngy
conditioningy—-—or——-other—-—treatment--of-—tend--unaer——tts
Jurisdieeiony—ore-or-require—the-use-of--organie-—fertidrzar
as-—defined-—in-—fFsection—2j-to-the-extent-thot-usze-of-soch
fertitrzer-t3-shown——to--be-——economicaliy——competitive-—~with
inorgantie—fertidrrers
Section-brv-—-Sectton——15-6-FAS5y-MEAv—ts~anmended-to-readt
#35-b—¥35s——Crasas-—Five-—preperty-—~~—-deseription——-~--
taxable-pereentoger—ftiy-Etasa-five-property-inctudess
tay-—-oté--property-—used-ond-owned-by-efoperative-rorad
electrical-~and-~cooperative-—ruret--tetephone--aszsoctations
erganized-—under-—~the-}aws-of-Moantanar-except-property-owned
by-cooperatitve-organtzatrons-desertbed-irn-subsection-—{tiytecd
of-15-6-13%¢
thi~-atr--adnd-~water--poltution-—controt--equipment-—as
defined-in-this-sectront
tef-—truck—campersy-motor-homesy-end-conping-and-traved
trattersy——inetuding-—f rfth-wheal--trariersvy-—-onned--by—-and
sctuabiy-used-primarity—By—a-person-68-years-ef-age-or-otder
who+
$ti-—ts-retived-Ffrom—Ffull-employmenti-and

tit)-whose-~totad-—-income——-from-all-seurces-is-not-more

than—£3v806~for—a—singte-person——or——5$8v006--for——a—-marrted

esapdet

tey——new—-tnduserial-——property-—as——defined——in—-this

—4— 58 322
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Sectrond
tey--any~perzonst-or-reat—property-—vaed——primaridy-—in

the--production--of -—gosochot-dor tng-construction-and-for-the

firat-3-years-of-1ta-operationsg

téf-——any-reat-property-oaed--primarily--in--s--faecitity

operated-—for-—the-—prodoction——of-orqanic-fereitizer-during

¢construction-—and-for-the-first-3-years-of-operation-of--soech

ozfociittys

t2y-tay--*hir-—and--water--potiution—equtrpment¥--means
facitittesv--machineryr-—or-—equipment--gsed-——eo-—-redute—-gr
controt--water--ar-atmospheric-pokiutton-or-contaminatton-by
removingr——redverngv---aleeringy —-disporingr-——-or-—--storing
potiutantsy—contaminantay-wastesy-or-heats—Fhe-departmene—of
meadith--and--environmentat--sciences-shati-derermine-if-—soeh
uttdtzation- 13- being-mades

thi-—-Fhe——departmeneis--—determnatyon—--—foy-———to---ugse
poiiuttan——equrpmenti-may-be-appested-to-the-hoasrd-of-heaten
and-environmentat-setences-and-nay-nat-be-appeated-co-either
a-county-tox-appeat-board-or—the —atate--tax--appesd-—hoards
Howevery--the-appratsed-volve—of -the-equipment-os-determined
by-the-department-of-revense—may —de—appested-ta-—the—-ecouanty
tox-appeal-board-snd-the-state—tax-appeat-bodrds

t3r——SNew- tndastriat-property*—mesns-any-new-tndultriat
planty-—-tnretading--tondy-bothdingsy-machineryy-and-fixturesy

nsed-by-new-inaustries-during-the-firat--3-~years—of--their
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operattony-—Fhe——property--may-not-have-been-asressed-withtn
the-seate-of -Montana-prior-to-dJuby-tv-196¢=
th}-—tar-"New-industry®-meant-any-periony--corporaterony
FErmy———partAershipv———A5%0C+att ORy - ——0r ——other-—group-—that
essablishes-a-new-plant-in—MHontana-for-the--aperation—of--a
new——induserial--endeavory——as--distinguished--from--a--mere
CXPANSTONT -~ reOrgantr ot ofy— —ar— —Aerger-~-—of-—-an—-exr3ting
tndustrys
thy--New-—indostry-inelades-onty-those—induseries-thatt
tiy-—manufactorer-—-mitly—~miney--prodocer--processy——or
fabricote—marerialas
tity-do--simitar--workv-employrng-caprtot-and-tapborv-in
whieh-materiats-dnserviceable-in——thetr--natorad-——state--are
extractedr---preécessedy-——ar———made---fit--For--use-~or--are
sobstantiottyattered-or-treated-so-as-to-ereste-—-commerciat
pdeﬂtt!*Of—;atefiﬂ*’f—of
titiy-engage—-—tn-———the--—-pechaniensi-—or-—echemicat
sransformation-of-matertals-or—substances—into-Aen——praducts
tn-—the-manner-defracd-aa-nancfactaring-in-the-19¥2-Standerd
indastrial-Clrassification—Manvat--prepared-——hby--the--dnited
States—-office-of-monagement—and-bodygets
51~ ~New-radustrrot-property-does—not—irnetudes
taj--property-—used-—by-—retstr i-or-wholesate-merchontsy
commercial-services-of-any-—typevy—agricottorey——tragedy-——or

profeastonst

—f—- $B 322
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thy-—a-~-pltont--that--witt-—create-~adverse-—impact--on
extating-statevy-esuntyy—or-montetpat—-servicest-or

tet--property-umsed-or-emplioyed-in-any-indoserial-—phant
that-—hﬁs--been*-in—-operation-—in-ehis—steee-iar—;-years-ef
tongers

t63-~€dass-Five-property-is-taxed-ae-3%-of ~~fts-——-markee
valtues®

Section 4. Section 15-30-121, MCAy is amended to read:

*15-30-121« Deductions allowed tn computing net
incomes Iin computing net incomey there are allowed as
deductions:

i) the items referred to in sections 161 and 211 of
the Internal Revenue Code of 1954y or as sections 161 and
211 shall be labeled or amendeds subject to the following
exceptions which are not deductibile:

{a) items provided for in 15-30~-123;

{b) state income tax paid;

(2) federal income tax paid within the taxable year:

{3}y child and dependent <care expenses determined in
accordance with the provisions of section 214 'qf the
Internal Revenue (ode of 1954 that were in effect for the
taxable year that began January 1ty 1974. Howevers the
limitation set forth in section 2l4(e){4) of the Incernal
Revenue Code of 1954 as that section was in effect for the

taxable year that began January le 1974. applies only to
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payments made to a child of the taxpayer who 15 wunder 19
years of age at the close of the taxable year and to
payments made to an  individual with respect te whom a
deduction is allawable under 15-30-112(%) to the taxpayer or
the taxpayer's spouses

{4) that portion of an energy-related investment
allowed as a deduction under 15-32-103;

(%) in the case of an individuals palitical
contributions determined in accordance with the provisions
of section 21B{a) and {(b}) of the Internal Revenue Lode that
were in effect for the taxable vyear ended Uecember 31ls
1978+;

{6) _that portion of expenses__for orqgani¢c_ _fertilizer

allowed _as a deduction under [section_3]l."

Section S« Section 15-31-114s MCAs is amended to read:

#15-31-114e Deductions allowed in computing incomes 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} 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

- B~ 5B 322
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a <ondition tao the continued use or possession of property
to which the corporation has not taken or §s not taking
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 states salaries of officers paid in
connection with securing such income shall be deductible.

(2) (3) a¥l Vosses 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. All elections for
depreciation shall be the same as the elections made for
federal income tax purposess No deduction shali be al)lowed
for any amount paid out for any buildingse permanent
improvementsy 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
mades

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

taxable period a net operating loss deduction determined
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according to the provisicons of this subsections The net
operating ltoss deduction is the aggregqate of net operating
1oss carryovers to such taxable  period plus the net
operating loss carrybacks to such taxable periode The term
"net operating §oss™ means the excess of the deductions
allowed by this sections 15-31-1l1l4y over the gross incomes
Wwith the modifications specified in (ii} of this subsectione
If for any taxable period beginning after Decesiber 3ls 1970,
a net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of the three' taxable
periods preceding the taxable period of such 1oss and shatl
be 3 net operating loss carryover to each of the Ffive
taxable periods following the taxable period of such losse &
net operating loss for any taxable period ending after
December 3ls 1275+ in addition to being a net operating loss
carryback to each of the three preceding taxable periodse
shall be a net operating Yoss carryover to each of the seven
taxable periods following the taxable period of such l10Sse
The portion of such Voss which shall be carried to. each of
the other taxable years shall be the excesssy 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 loss was carrieds
For purposes of the preceding sentence, the net income for
such prior taxable period shall be computed with the

modi fications specifiea in (ii)(B) of this subsection ang by
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determining 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 considesfed to be less than rero.

kii) The modifications veferred to in (i) ofF this
subsection shall be as follows:

(A) No net operating loss deduction shall be alloweds

{8y The Geductipn for depletion shall rot exceed the
amount which would be allowable if computed under the cost
method.

(C) Any net aperating loss carried over 1o any taxable
years beginning after December 3le¢ 1978¢ must be calculated
under the provisions ofF this section effective for the
taxable year For which the return claiming the net operating
Toss carryover is filed.

{iiz) A net operating loss deduction shall be altlowad
aonly with regard to losses attributoble ta the business
carried on within the state of Montana.

tiv) In the case of a nmerger of corporationsy the
surviving corporation shall not be allowed a net operating
loss deduction for net operating losses sustained by the
merged corporations prier to the date of mergere In the case
of a consolidation of corporationss the aew corporate entity
shall not be allowed a deduction For net operating losses

sustained by the consolidated corporations prior to the date
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aof consolidation.

tv) - Notwithstanding the provisions of  15-31-G31y
interest shall not be paid with respect ta @ refund of tax
resulting from a net gperating loss carryback or carryovere

{vi) The net operating loss deduction shall not be
allowed with respect to taxable periocds which ended on or
before Deécember 31y L9970+ but shall be 3llowed only with
respect to taxable periods begimning on or after Jamnuary l»
1971l

{3) 1n the case of minesr» other natural depositse oil
and 9gas welliss and timbere a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Lode in effect #or 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 a5 the
elactions made for federal income tax purposess

{4) The amount of jinterest 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 paic on an indebtedness created
for the purchases maintenancey or improvement of property or

faor the conduct of business wunless the income from such

-12- 58 322
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property or business wauld be taxable under this parte

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

{i} Taxes imposed by this parte

fii) Taxes assessed against tecal benefits of a kind
tending to increase the value of the property assesseds

(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 profits.s

{b} Taxes deductible wunder ths part shall be
construed to include taxes imposed by any countys school
districte or municipality ofF this state.

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

{7) _That portion_ of expenses for organic fertiljzer

allowed as_a_deduction_upnder [section_3]1."

-End~
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SENATE BILL NO. 322
INTRODUCED BY HALLIGANy NORMANy HAGERs BERGs

VAN VALKENBURGs DUSSAULT: KEMMISe ALZZARA

A BILL FOR AN ACT ENTITLED: "AN ACT TO STIMULATE THE
PRODUCTION AND USE OF ORGANIC FERTILIZER AND SUIL AMENDMENTS
IN MONTANA B¥—-PRAVIBENG-FAR-ENEENFEVES—AND-REQUERENG-LUSE-OF
SHEH-FEAFIEI ZEA-AND-SGEE~AMENEMENFS - EN-CERTAEN-ENSFANEES BY

PROVIG ING TAX IMCENTIVES: AMENDING SECTIONS 15-6-135y

15-30-121+ AND 15-31-1ll%s MCA."

WHEREASy Montanas®s predominantly agricultural economy
is dependent on fertile soil; and

WHEREASs saline seep has damaged 500000 acres of our
state and is continuing to claim more than 204000 acres a
year; and

WHEREASs strip mining for coal is decreasings at least
temporarilys the acres of grazing Yand in the state; and

WHEREASy erosiony overgrazings and intensive cropping
are depleting our soils faster than inorganic fertilizers
can renew them; and

WHEREASs organic matter properly aged and applied to
the soil can dramatically increase the fertility of soil;
and

WHEREASs solid waste disposal by industry and
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municipalities is presently an expensive and poteatial
environmentally hazardous undertakings and ‘

WHEREASs the economic and environmental burden of
disposing of sSuch so0lid wastes may be partially offset
through the wuse of such wastes by an active organic
fertilizer processing industry in Moatana; and

WHEREASs tax incentives are needed to initially assist
and stimulate the production and use of orgamic fertilizer
and scil! amendments produced from industrial and municipal

wWASLeSe

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. Purpose. The purpose of
[sections 1 through 5} is to promote the use of organic
matter produced by Montana industries and msunicipalities to
revitalize Montana lands and to assist in making organic
fertilizer economically competitive with ingr ganic
fertilizera.

NEW_SECTIOMN. Section 2. Definitionsa. ASs used in
[ sections 1 th;ough 5]+ the following definitions apply:

{1) ®Raw organic matter™ means unprocessed plant or
animal waste productsa

{2) *"Organic fertiliZer™ means raw organic matter that

has been processed and aged for wuse in increasing soil

condition and fertilityes and includes both—-fertitirer—~ond

-2- 58 322
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soil  amendments as those-terms—sre THAT TERM 1S defined in
80~-10-101.

NEW_SECTION. Section 3. Deduction for purchase aof
Montana praduced organic fertilizere In addition to all
other deductions from adjusted gross individual income
allowed in computing taxable income under Title 15, chapter
30y or from gross carporate income allowed in computing net
tncome uﬁder Title 15+ chapter 31y part ls 3 taxpayer may
deduct a-portion-of his expenditure EXPENDITURES for organic
fertilizer produced in Montana and used in Montana IF__THE

EXPENDITURE WAS _NOT_OTHERWISE DEDUCTED IN COMPUTING TAXABLE

INCOME. v-in-sceordance-with—ehe—foliowing-schedutes
t1r——190¥-of-the-Ffirst—S1vyB08-enpendedsy
t23~~608~0f-the-amdunt-over-5$1v093-and-equat-to-or-tess

than-$2vy088-expendeds
t3}-—48%-of-the-amount-over-f2y080-and-equat-to-or-tess

than-$3+v060-expendeds
t4t-—2ak—of-the-amount-ever -$37080-and-equat-to—or-+teas
than-$4v086-expendedt
15)-—19%-of-the-amount-over—54y886-expended.
NEW-SEE¥IBNT --Section-hy——Procedure--——for~---—chetarning
benefit——af--—deduvetions———Fhe——department--of —revenve-shoit
preseribe—the-—method—by-—which—a—toxpayer-may-spply--for-—tax
treatment—under-faection-33s

NEW-SEETIONw——-Section-Sy——Hie——-ef-—orgente—-fertitizer
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requtred-——-——wheny——-Any--depsar tment-—or-—agency-—of--state
government-—-shativ-~-tA-——any---veclamationy--reforvtshingy
econdrtironingv—or--other--treatment--of---tand-—-—under---rts
juriadictiony—ose-—or-require-the-use-of-ergante—ferttitrer
as-defined-tn—fsection-2]-co—the-extent-—that—use--of—-such
fertriiter——19-—thawn——to-——he——eeonomrcatiy—conpetrtrve—with
tnorqante—fFertidizers
Section—bu--Seection—t5-b—Lt3ISv—MHEAv~ta-amended-to-—reads
215-f-§35v-~Elaas-~~Five-~property—~———- descrrpeion———
taxable—pereemtages——£iy—€tass—five-property-includess
tay--ali-property-used-ond-owned-by--cooperatrve-——rurat
elretrical-—and--cosperstive——rural-—telephone——assoeiations
organtred-onder —the-tows-of -Montamy—exeept——property——onned
hy-—cooparattve—organizations—described-tn-sobaectron—tiiic)
af—15~-6-1+37¢
tay-——air——and--water——pottotion——controt--equipment--as
defined-inthis-asecttont
fe?—-freek—eampersy-neear—henesv—aﬂd—eamping«and—trave+
tratiersy——inelnding—~-fifth-whesi-—traiteray—-owned-—by-——and
sctuatiy-vsed-primarity—by-e-perton-68-yeors-of-age-or-otder
who+
tty—~is-retiped-from—fatt-empltoymencs-and
tit - whose -2otat-tneome~fromati-sources--ts-—not--more
than-—$Fy066~~Ff or——a~-—aingle-—person-or-$8+y080-for-e-marrred

couptet

4 SB 322



io
11

12

13

14
1S

16
17
18
19
20
21
22
23
24

25

SB 0322703

{dy-—nen-—-industrial--property——as-—defined-———in——-this
sectiont

tei~—any——personat--or-—rent-properey-usred-primaridy—in
the-production-of-gascohol-during-construction——-and-—-for-—the
first-3-years—of-its-ocperotionsi

tf1-——any-—reat--property_—used--primarity-in-a-fecitity

operoted—for-the-production-—of-—orqantic-—fertitizer--during

conatroction-—and-for—the-firat-3-years-of-operation—of-sueh

t+Zy-ta}--"Atr-—and--water-—potivtion--equipment¥-—means
fact Ittt ey —MacATHE Py Y- —Or ——eduipment- -~ gied—~to—~reduce—or
controd-water-or-atmospheric-potintion-or--contamination——-by
removingy——-reddeingy——-aleeringy-——drapesragy-——or--stertng
petictantsy-contaminantsy-wastesy-or-heats~Fhe—department-of
heatth-and-environmentad-scrences-sharl-~determine——if— —soech
dttitrarion-ias-being-mades

tb)-~Fhe-—-departmentis---determination-—fFas---eco--are
potiution-equipmenti-may-be-appested-to-the-bosrd-of-—heatth
snd-environment st -sciences-and-may-not-be-appented-to-either
fs-—tounty--tox--appeal--board-or ~the-seate-tas-appeat-doards
fowevervy-the-appraisted—value—of-the-equipment-as--deser mined
by——~the-—depoartment —of-revenue-may-be-appealed-to-the—county
tox-appeai-bostrd-and-the-stote-tax-appest-boards

£33~ -¥New-tndustriat-propertyY-mesns-any-new-industrial

pltonty-tnetuding-tondy-buitidingsv-machineryy——and-——fixtoresy
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Hsed--bhy--Aew--industries——during-the—Ffirst—3-years-of-their
eperations-Fhe-property-may-not-have-—been-—adse ssed——within
the-state~of-Kantana-prior-to-duby—tv—196iw
thi-~ta)-2New——tAduILr y¥-me ans-any-personr—corporstiony
frrmy-—partnershipr--assoctationy--or-—-other-——-group---that
eatabtishes-——s—nen——plant-in-Montane-fer-the-operation-of-o
new-—industrist--~endeavery——as--distingurshed—f rom— o -mere
expanstony-—-reorganizationy-——or--—merger--of--an——existing
irduserys
£ty —-New—tndustry—incivdes-onty-those-itndostries— chaes
tiy--manufacturer--mitdv-—-miney--producey-——processy--or
fabrieate-materioisg
tit)-do-simittar-workv-employing-capitat-and——ladbory——in
which--materieola——unserviceablte--in--their-nstural-state-are
extractedy--processedy——or—-wmode--fre---for---use---or--—are
aupatantiotiy-—pltered-or—treoted-so0-as-to-ereate-commercial
productas-or—materiatst-or
ttit)-engage-—--in-—--the--—-mechenical-~---ar——-chemient
tronstormetion——of-watertais-or-asbatances-inte-new-produces
t-the-manner-defined-as-manufacturing-in-the-1332——Seandard
*ndustfia}——e}assifieation--Haﬂue%--prepa;ed——bj——ehe-unieed
Staotes-office-of-management-and-budgety
£+5)-~New-tndustriet-preperty-does-not-includet
tay—-property-used-pby-retati--or--whotesale-—merchantsy

commerciat-—services-—of--any--typev-agriculturey-eradesy—or

—6— s8 322
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prefesaionat
thi--a—-plant——thet—witl-—create-—adverse-—impact———en
extsting-seatev-countyr—or-municipal-servicesy-or
fel-—-property-—uosed-or-empioyed-imany-industrial-planmt
that-has-been—in-operetion—in—this--stote-——far——3-——years--or
Fongerw
to)~-€da9s~~Frve-—property—ts-taxed-at—-3IN-of-itts-—markets
vt pers

Section 4. Section 15-30-121y MCAy is amended to reag:

n15-30-121. Deductions allowed in computing net
incomee In computing net incomey there are allowed as
deduc tions:

{1) the items referred to in sections 161 and 211 of
the Internal Revenue (ode 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 paid;

{2) federal income tax patd within the taxable year;

{3) child and dependent care expenses determined in
accordance with the provisions of section 214 of the
Internal Revenue Code of 1954 that were in effect for the
taxable year that begap January 1y 1974. Howevers the
limitation set forth in section 214{e)}{4} of the. Internal

Revenue C(cde of 1954 as that section was in effect for the
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taxable year that began January ls 1974y applies only to
payments made to & 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 spousees

{4) that portion of an enerqy-related investment
allowed as a deduction under 15-32-103;

{5) in the case of an individualy political
contributions determined in accordance with the provisions
of secticn Z218(a) and (b) of the Internal Revenue Code that
were Iin effect For the taxable year ended December 3ls

1978w

(6) _that portion__of expenses_for corganic_fertilizer

2llowed_as_a_deduction _under {section_ _3] WHICH WAS NOT

OTHERWISE DEQUCTED IN COMPUTING TAXABLE INCOME.™

Seetian-Se--Sectton-15-3i-1t4v-MEAy-is-amended-to-reads:

£35-34-+ 14 r-~Beatcttons——at towed-— rn—-computing- tncomes
In-computing-the-net-tncomey-the-following-deductions—shati
be-——allowed——from——-the--grass—income—~recerved--by--Such
corparation—withinthe-year-from-oti-aoorcess

t1r——Ati-the-—ordinary-and-necesyary-—expenses-—patrd-——er
rncurred-—durtng——the—taxable——year—-in-the-matntenance-and
eparation—-of--tte--bustness-——and---propertitsv-——tncltuding

reasonablte——attowsnce—-foer--sataries-—for--personat-services

-g- S8 322
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actoatdy-renderedr-subject——to-~the-—timitation-—heretnafter
containedy——rentale-or-other-payments-required-to-he-made—as
a~condit ton—to—the-cont inved—use-ar-possesston--of—-property
to——which—-the-—corporatton--has—-not-token-or-its-not—toking
trtte—or-tn-whith-it-has-no-equityr—No--dedovetron--shat$--be
ot iowed-—For-—aataries-potd—upon-which-the-recrpient—thereot
has-aoct-patd-Montana-state-income——taxji--providedv--howevery
that-where-damestrc—corperationi—ara-taxed-on—+rneore-der ryed
from--withoot—the--statey--saiaries—-of-—officers-—patd-——in
sonnection—with—securing-sach—income-shati-be-dedoetibies
t24--t8y-At¥-tosses-actuatiy—sustained-and-charged--off
within---—the——yesar--and--not-—compenssted--by—inserance——or
otherwmrser—includeng-a-reasonsble-altowance—Ffor-the-wesr-and
tear-and-ocsclescence-of——property-—used--in-—the——trade--or
businessy——sueh--altowance—to-be-determined-acenrding—to-tne
provistons—of-sectien—16i-of-the-internal-—-Revenve--tode--in
effert-—with-—respect-to-the-taxable-yrare-Ati-eciectrons—far
deprectation-shati-be-the-same-as--the——etecttons--made- -for
federat--income——tax—porposess—-No-deduction-shali-be-ndtowed
for——any--amount--patd-—out--For —any--burtdrnygyy--permanent
tMpravementsy—ar-—phetterments-made-to-rnerease-che-rotoe-of
ony-property-or—estatev-and-no-deduetion—shati-be--made—-For
any--amount—-of —expense-af—restoring-property-or-making-good
the-exhaustion-therecf-for-which-an-aliowenece-r5-cr-hos-been

madew
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thi-—tii-Fhere-shati-pe—sliowed-as-a-deduction-for——the
toxable--period——a--net--operating-iosr-deducti on-derermined
acedrding-to-the-provitions——of--this——subsectrons——Fhe——pet
epefating-~ioss-*deduetien—+s-the‘uggregate-ef—net—operating
*oss-weerfyovefs——to~—sueh—*tﬂiab&e—-period—’p+us—-the——«net
operating-—toss-—carrybacks—to-such-taxable-periodv-Fhe—term
'ﬁet—epereting—+eas'-neans—-the——exces!—~af--the——deduet+anﬂ
a**oﬂed——b7-qthfs-seetiﬂnv-*s—i*-ii41“0V!!-th9—§'0$1-iﬂeoﬂev
with-the-modifications-specified-in-¢ttt}-of-this—subsections
1f-for-any-taxable-period-beginning-after—Pecember-3iy-1 970y
a-net-operating-tass-is-susteinedv-such-toss—shati-be—a—-net
operating-——itoss--carryback——to——ecach--of——-the—three—taxabte
periods-preceding—the-toxable-period-of-aweh-toss-and--shatd
be—-s-—Aet--operating--tass--corryever--to——cach-of-the- five
taxable-periada-fodiowing-the-taxable-period—of-sueh-tasaw—k
net-opereting-toss-—fer——any--taxebie—-period-—ending-~afeer
Becember-3ivr-19¥Sy-tn-additton-to-being-a-net—operating-toas
carryback--to—ecoeh—-of—the-three-preceding-taxable-perioday
shatt-be-s-net-operating-Iors—cerryover—to-each—of-the-seven
taxeble-perioda—fotioning-the-taxable-period-of-~~suech--3orss
Fne--portron--of-such-loss—-which—shatt-be-carried-to-ecuch-of
the-other-taxeblte-years-shali—pe-—the-excessy-1f-anyv—af- —the
ameunt——ef-aveh-toss-over-the-sumof-the-net-income-for-each
of-the-prior-taxable-perioada-to—whrech-such-tass-wos-corrieds

For-purposes—of-the-preceding-sentencey-the-net——income-—for

~16~- 58 322
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soeh-—prior--taxable--period-—-shalt--be--computed-—with-~the
modifrcotions—apecrfied-in-{1i3{8r-of-thir-subsection-and-by
determintng-the—amoont—of ~the-net-operacing—-toss—-deduceian
withoat-reqard-to—the-net-operating-—toss-for—the-ltoss-peried
or-—any-—taxsble—-pertiod—-thereafeervy--and-the-net-income—ss
eemputed-shoti-not-be-consrdered—-to-be-tess—than-zerow
titr-FThe-modifreations--referred——ta——tn—tt4——of——tihts
sebseceiron—shali-be-as—Ffotinwes
tAY-—No--net-operating-iesa-dedoctron—sholt-be—nitoweds
t81-—Fre—deduetion—for-depietron—shoti-not--excesd—-the
ameont--whieh—would-be—atiowabie-tf-computed-under—the-coat
methads
ftE€y-~Any-net-operating-toss—carrted-over ~teo-any—taxabie
years-begtnntng—after-becember-3iv-1578v-—moust-be-—cateniaced
gnder-—the——previstons——of--this——seetion——effective—For—the
taxoble-year-far—which-the-recdurn——cdatmrng-the-net-operatemy
loes-corryover-t+s—$iieds
tttiti-A-net-operating-toss-dedoetron—shatt--be--altawes
oMl y-—with-—reqard-—to--tosses——artrrbotabie—to-the-busineas
enrrred-on-within—the-state-of-Hontamas
tivi-in-the-covye—-of-—a--merger—--of-~corporattronsy—-the
surviving-—ceorporatiton-—shatt-not-be-allowed-o-net-operating
toss-deduetion-fer-net-operating—-tosses--sustained—-by--the
merged-corparationa-prier—to—the-date-ef-mergerv-in—-the-case

ef-a-consotidarion-eof-corporationsy-the—new—eorporate-entity
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shotd—not-—be——atiowed-a-deduction-for-aet-sperating—tosses
sestained-by-the-consolidated-corporations—petor-to-the—date
of-consotlidationy
tv}-—Notwi thatandrng-~the-—provistons———of---£5-34~53+v
tneearest-—shati——not-be-patd-with-respect-to-a-refund-of-tax
resuiting—from-a-net-operating-toss-carryback—or-~carrysvers
tvij—Fhe-——net--operatrng-~toss~--deduvetion--shatt-not-be
aliowed-with-respect-to-taxaple-pertods-whieh—ended—-on-——-or
before—-Becember——3ty--+9F0y-—-put-shati-be-atiowed-onty-with
respect-te~taxable-perieds-beginning-on-or-after—Jannary-——ivy
154t~
t3r-—in-—the-case-of-minesy-other-naturat-depositsy—ord
and-gas——wetisy-—ond-—timdery-—a--reassnable--a tionance—-for
depletion———and---for--depreciatron——-of--improvementst--sach
reasonable-atiownance--to—-he--determined-—according——to--the
provistons——of--the--internat-Revenve-€ode-tn-effect-for-the
taxablte-yearv-Att-—nlections-made-under—the-interaatl-—-Revenuoe
€ode-~with--respect-to-caprtadizing-or-expensing-exploration
antd-devetopment-—coses—and—intendgiblie—dritting-—expenses--for
eerporatiton-~trcense——tax-—purposes-shati-be-the-same-as-the
eiections-made-for—federal-ineome-tax—purpesesy
t4¥--Fhe-omount-of-tnterest-patd-within-the-year-on-tts
ndehtedness-incorred-in-the-operatron-of-the-business—-from
which-—its——tncome-—trs--dertvedt—bot—no-—interest-shatt-be

attowed-as-a-deduction-tf-paitd-on—an--itndebtedness--creanted
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14
15
16
17
18
19

20
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for-the-purchasey-meintenoncey-or-rmprovenent—of-property-or
for—-tim--conduct-—of--bustness—-miers-the-tncome-from such
preperty—ar—husiness—wonid-he—taxabie-ander-ehra-psarte
t5r--tay-Faxes—-patd--within—the—-year--—except-—-the
fottowing®
tiy-—Faxes—inposed-by-this-party
{ii)-Fanes--assessed-—against—-toca¥-dbeneftts-of-v~kind
rending-to-increase—the-value—of —the-property-sssesseds
fritr-Faxes-on-or--vecording--to-~or--mealured-—by--nee
tncome-—-or-prof tes—impoted-by-author rty-of-the-government-of
the-Unrtted-Statess
ttvi-Foaxea-imposed-ay-—any-other-stote-or-—coantry--upon
er-measdred-by-net-income-or—profitas
th)-~Fanes——-deductibie———under-———thias——part-——shati--be
constrded-ta-incltude-taxes-inpoased-—dy--any--countyy--schoot
distrrety-or—mnicrpatrty-of-this-states
t5y——Fhee-——pertion-——af-—an-—energy-reloated-—itnvestment
attowed-os-a-dedoction-onder-15-32-183

t¥¥-~Fhat-portion-of-expenses——for-—orqenre--fertrirzer

stioned-as-—aA—dedoction-dnder-Fiection-3{w™

-End—
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April 10, 1981

HOUSE COMMITTEE ON TAXATION AMENDMENTS TO SENATE BILL 322:

1. Page 3, line 10.

Following: "Montana”

Insert: " if the expenditure was not otherwise deducted in computing
taxable income." ' : '

2. Page 8, line 14.

Following: "3]"

Insert: "which was not otherwise deducted in computing taxable income"
3. Page 8¢ line 15 through line 18 on page 13.

Following: line 14 on page 8

Strike: Section 5 in its entirety



