HOUSE BILL NO, 739

INTRODUCED BY KEENAN, VINCENT, HARRINGTON,
DAILY, QUILICI, MENAHAN, DARKO, REAM,
KEMMIS, SCHYE, ZABROCKI, NISBET, NILSON,
BENGTSON, SPAETH, SAUNDERS, NEUMAN, WILLIAMS

IN THE HOUSE

February 12, 1983 Introduced and referred to
Committee on Taxation.

March 21, 1983 On motion taken from Committee
on Taxation, as amended, and
referred to second reading.

March 22, 1983 Bill printed and placed on
membars’® desks.

March 23, 1983 Second reading, do pass,

March 24, 1983 Considered corxrectly
engrossed.

March 25, 1983 Third reading, passed,

Transmitted to Senate,

IN THE SENATE

March 26, 1983 Introduced and referred to
Committee on Taxation,

April 12, 1983 Committee recommend bill be
concurred in as amended,
Report adopted.

April 14, 1983 Second reading, concurred in.

April 15, 1983 Third reading, concurred in.
Ayes, 40; Noes, 7.



April 15, 1983

april 16, 1983

April 20, 1983

April 21, 1983

IN THE HOUSE

Returned to House with
amendments.,

Second reading, amendments nct
concurred in,

On motion, Conference
Committee requested and
appointed,

Conferance Committee reported.

Second reading, raport
adopted,

Third reading, report adopted.

Conference Committee report
adopted by Senate.

Sent to enrolling.

Reported correctly enroclled.



48th Legislature

wo oW

b @™ - O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

émmuuceq pvﬂw\jﬂ.

LC 0689701

—M BILe wo. 237

A FOR m"é‘f EutiéfLeo. AN ACE? ESTABLI

1 ENT REDIT AGAIi;%ﬂ;HE INDIVIDUAL INCOME TAX AND THE
CORPORATE LICENSE TAX FOR CERTAIN CORPORATIONS FOR TAXABLE
YEARS BECINNING AFTER DECEMBER 31e¢ 19823 AMENDING SECTIONS
15-30-162 AND 15-31~123s MCAy AND CHAPTER 520» SECTION 4

LANS OF 1981} AND PROVIDING AN TMMEDIATE EFFECTIVE DATE."

B€ 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 15-30«162y MCAs is amended to read:
"15-30-162« Investment credite (1) There is allowed as

a credit against the tax imposad by 15-30-103 a percentage

of the credit allowed with respect to cartain depreciable

property under section 38 of the Internal Revenue Code of

1954, as amendeds or as section 383 way be renumbered or

amanded. Howeveri rehabilitstion costs as_sek forth uadar

secrion. a6fa)t2)(F)_gf the Interpal Revenus.(ode of 123801

as_sectlop 46(a)l2)1(F) say be rénusbaced.or. asedpdeds ara. nat

to.be.included_in_the computaticn of. kb lovestment credits

Ihs__credit__is_allowed for_the pucchase and lnstallation of

cectalo. quallfied propersy.defitisd by sectign.  28..of_ _the

Intercal _8evenue Code of 1954s_as amendeds_if the propecty

seats all of the following.qualificatigosi
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{a)__ it _was purchased ip Hootanal

ib). .it was placed io.secelce.io Montaoai and

{c) it was used for the praduckion of Montana adjusted
gress incomes

(2) The amount of the credit allowed for the taxable
year s the—sum-ofs

tay-—30% Z0X of the amount of credit determined under
section 46(a)(2) of <the Internal Revenus Code of 1954, as
amendade oOr as section #6(a){(2) way be renumbered or
amendeds

to)-~ethe——énvestment-—credéte-~carryovers-corried-to~the
taxable~year—as-provided-in-subseetion~¢t49e-ond

tey-—the-investaent-credit-carrybachs-—carried-~to-~the
taxable-year-as-provided-for—i¢n-subacction-t4e

(3) Notwithstanding the provisions of subsection (2)e
the investment credit allowed for the taxabie year may not
exceed the-taxpayeris—tax-iaditity—for-the—taxedie—yearv—In
the-~event-the-texpayeris—tor-+rabitity-for-the-toxabite-year
exceeds~$5y888y-the-investuent-cradit-may-not-anceed--45y800
plue-——58%——of-—the—tax-Fiabri+ty-tn-excess-of-45y8808v—-in—the
case-of-a-husband-and-wife-who-Ff+e-—separate--retarnsv-—the
investmrent--credit-may-not-exceed-$2v580-plur-598-of—the—tax
+tabitiey-in-excess-of--52y500-—uniess-~the——spoyse—of——the
toxpayer——hos--no--quattfied--investment-~for-—and-no-unused

eredit—carryboack-or-cerryover—to-the--taxable-~year--sf-—the

INTRODUCED BILL
R C}“
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spouse--thut-ends-n+th-er—w+eh+n—ehe—taap-yer4s-touah+e-1eaf
2500.

(%) 1IFf sny—part——of-~the-~invastnent-—eredit<—ig=~-nat
appi+ed--uga+nat-—the--tux-¥+eb+¥+ty--fef—-thc—t-uao+o-year

beeauss-oF-the-‘iqitaeiont-+-p d-under b t+hon-{33v-che

uﬂusod-port+on-shoi*—be-e-rr+eu-buek-nnd—e.fv*;d—ﬁorword-én

e ") b iad & Py
TUSIIEeET e TR T T INe ~provesrons-—of-—-seet+an

“otbi-of—the
Internai-Revenue-Esde-of-1954y~as--anendedy—or--as——section
46tby--may--be--renumbered-~or-smendsd property for which an
inyestwsol.ccedit iz claimed 15 used both loside aod outxide
this.states uoly_a portion of the credit. . is . _allowsds _The
credit__msust__be__anportioned . according _to . a fraction ibe
auseratoc.of wihich ls_the number of days_ ducing.ths . taxable
¥ear_the_property wasi - lecated in . Bontana end the dencsinatoc
af .wbich _Is the ousher of days during tbe_taxable year the
laxpayer.owned the propertys_Ihe loyestesot. . Ccedit may be
applied _ouly _to _the tdx . liability _of _the taxpayer.who
purchases_and.places. in secvice the progecty. for which an
ioyestweot _ credit_ _is claimeds _The credit..may. . not be
allocated between spouses unless the property is usad. By .3
partoecship -oc_small business. cocrpocatico.of.-which.they_ ace
partogcs_or sharehclders-

(5) The Investment credit allowed by this section is
subject to recapture as provided for in section 47 of the

internal Revenue Code of 1954y as amendady or as section 47
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may be renumpbered ar amendad.®™

section 2, Section 15~31-123, MCAs i5 amended to read:

m16-21-123, Investment credites (1) The purpose of this
section is to allow small businesses to take an Investment
credit as provided for in subsection (3) and to stimulate
capital investment by the small business sectore

t2) For the purposes of this sections "small business®
means a business that +s—etigibie-to-etect—to-he-taned-under
the-provistons—of-i5+33i- 202y ~whethor-or-not-sueh—etention—+s
madev dges_nat.bhave:

La)__more than 1C _ahareholdsrat

1hi..a. gerson.  whbo is pol an.individual fothar than an
estate_or giber than.a trust described ln. 13=312281) _3%..2
sharaholder:

Lc) . a_nonresident alien as_s.sbarsholdecs _aod

Ld)_._more_than.cne class of stocke

{3) Thera is allowaed as a credit against the taxes
imposed by 15~31-101s 15-31«121y and 15-31-122 a percentage
of the credit allowed with respect to certain depreciable
property under section 38 of the Internal Revenue C(ode of
1954y as amendedy or as section 38 may be renumbered or
amend2d. Howevers rebabilitatica.costs_as.xet__forth _undar
ssction_£6(a)(2)(F) of the Intarnal Revenus Code of. 13542 _0r
as_sectign 46{a){Z)1({E}_way bhe_ctoumbered.pr smeodads are. nat
to__be jocluded in_the computation. of the jovesteeot cradits
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The cradit is allowed for the purchaze and. installatioe of
cectain. qualifiad property defioed..by. sectios 38 of ths

loternal Revenue Code of 1254s as._asepdeds if _the_ _propgcty
aeets all of the following qualjficatiogss:

(al__it was_cdurchassd ln Montaoal

Lk} __it was _placed._io.secrxyice in.#gontanai_aond

i) it _was usad for the oroduction_of Booiaoa iocomas

(4) The amount of the credit allowed for the taxable
year is the-saom—efe

tey--388 20F of the amount of credit determined under
section 46{a)(2) of the Internal Revenue Code of 1954s as
amendeds or as section 46(a)(2) way be renusbered or
amendedt

53 —the—investment ~eradit-corryovers——coarried—eo-~the
taxabla-year~es-provided-in-subseetian-{6)4-ond

tey-——the--investment--eradit-~carrybacks-carricd-to-the
tanabte~year-as-provided-for—tn—subseection-té).

{5} Notwithstanding the provisions of subsectiaon (4}
the investment credit allowed for the taxable year may not
excesd the-taxpayeris—tax-tiabidety~for-the—toxsple-yenrv—in
the-event~the-taxpayeris-tan-tiabidity-for-the-taxabia-~year
enceeda--45v008v—the—tnvestment ~credit—may-not-excead-$5v800
prus-5aN-of ~the—ten-trabitity-in-excess-of-3598680 3500.

{6) If sny--part—-of--the-—investment-——eredit-—¢a--net

apptied-~aquinat--the——tex--}iabidbity~~for-—the—taxapte-year
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because-of-the-déimttations—iwposed-under-sabsection~{5)y~the
unused-portion-shali-he-carried-bock-and-carried-formard——in
accordance~~wteh--the—provisionst--of~—seetion——46thy-of-the
iﬂtefﬂa*-keveﬁua-eodo—oﬁ-iesﬁv-oe--n.‘ﬂdﬂdv--er-»us-scet+an
4#6¢b)- ~may~—be——renumbered-—or-amended propecty for which ao
ioyestmaot_credit is claised is used bath_inside and outside
this states_only a_portion of e  crodit__is allowsds JIbs
credit_.wust__be. spportionsd _according..to .a. fractigo.the
ousecatoE of which is the nusber of days.during.tbe. _tasahle
¥ear_the_property was located in Montana aad the denomipator
af__uwbich. is ihe pusber of days.duciog.the.taxablg ysar.Lhe
taxpayer gwned the propertys..Ibe iovesteeot. credit _say be
applied _only _to the tax _liability of _the.taxpaver.wbo
purchases.and places in service the propecty _foc . xhist._an
investment _credit §s claiseda

{7) The investwment credit allowed by this section is
sub ject to recapture as provided for in section &7 of the
Internal Rewvenue (ode of 1954y as amendede Or as section 47
may be renumbered or amended."

Section 3« Chapter 5204 section 4y Laws of 198le is

amended to read:

®Section 4+ Applicabilitye This act is applicable only
tc taxable vyears beginning after Oecember 31, 1980y-and
befare-danuary=-ty~$963,"

MEM_SECTIDN. Section 4« Applicability. Sections 1 and

-ty
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2 are applicable to taxable years beginning after Decesber
31y 1982.

NEW. SECTIONs Section S. Effective date. This act Is
effective on passage and approvala

—End~

-7~



STATE OF MONTANA

409-8
. REQUEST NO. ___....____.__.9 3
FISCAL NOTE
Form BD-15
In compliance with a written request received __ February 15 .19 83, there is hereby submitted a Fiscal Nots

House Bill 739

for pursuant to Title 6, Chapter 4, Part 2 of the Montana Code Annotated (MCA).
Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members

of the Legistature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 739 establishes an investment credit against the individual income tax
and the corporate license tax for certain corporations for taxable years beginning
after December 31, 1982; and provides an immediate effective date.

ASSUMPTIONS :

1) Revenue estimates under curreant law were obtained from the Office of Budget and
Program Planning.

2) The investment credit law expired December 31, 1982 and does not revert to
prior law which allowed 20% of the federal investment credit plus any carryback
or ‘carryover.

3) The tax credit is limited to the taxpayer's tax liability for the taxable year
or 5500, whichever is less.

4)  An equal dollar amount of eligible assets are acquired each year; a 5% inflation
rate for asset acquisition is assumed.

5) Outstanding carryover is assumed to be $1.1 million for individuals and §$.7
million for corporations., Half of the total carryover was allocated to each
year of the biennium.

FISCAL IMPACT:

FY 84 FY 85

Individual Income Tax Collections

Under Current Law 5 166.4271 ] 175.459M

Under Proposed Law 161.428M 170.238M

Estimated Decrease $ (4.999M) $ {5.221M)
Corporation License Tax Collections :

Under Current Law 5 41.904M $ 48.817M

Under Proposed Law 40.679M 47.548M

Estimated Decrease ‘ $ (1.225M) - § (1.269M)

‘ Continued @ @A)\_{Q W

BUDGET DIRECTOR
Office of Budget and Program Planning

- -

Date:

16



TOTAL REVENUE
Under Current Law
Under Proposed Law
Estimated Decrease

General Fund
Under Current Law
Under Proposed Law
Estimated Decrease

School Foundation
Under Current Law
Under Proposed Law
Estimated Decrease

Sinking Fund
Under Current Law
Under Proposed Law
Estimated Decrease

Local
Under Current Law
Under Proposed Law
Estimated Decrease

LONG-RANGE EFFECTS OR PROPOSED LEGISLATION:

141.
137.

.

55.
53.

(1.

24,
23.

FY 84
§  208.331M
202, 107M
§  (6.2240)
§  131.347M
127. 364
5 (3.983H)
$  51.308M
49.752M
§(1.556H)
$  22.575M
21.890M
§_ (.685M)
$ 3.101M
3.101M

$ -0~

The relative cost to the state of Montana of the investment tax credit is dependent
on economic conditions which affects the rate of growth of total income and presumably

the rate of asset acquisition.

FISCAL NOTE 14:U/2

HB 739



STATE OF MONTANA
REQUEST N0, __>33-83

FISCAL NOTE
Farm BD-15

In compliance with a written request received .“,__éEf_E_.{l_z‘--.-._-.__, 19 83_’__ , there is hereby submitted a Fiscal Note

for _House Bill 739, Amended, pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legisiative Assembly.

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

ot the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 739, Amended, establishes an investment credit against the individual
income tax and the corporate licemse tax for certain corporations for taxable years
beginning after December 31, 1982; and provides an immediate effective date.

ASSUMPTIONS:

1)  Revenue estimates under current law were obtained from the Office of Budget and
Program Planning.

2) The investment credit reverts to prior law (20% of federal credit) if no action
is taken. Current law estimates do not account for the reversion.

3) Asset acquisition is constant over the biepnium; a 5% inflation rate is assumed.

4) Outstanding carryover is assumed to be $1.1 million for individuals and §.7
million for corporations. Half of the total carryover ($1.8M) is allocated to
each year of the biennium.

FISCAL IMPACT:

FYB4 FY85

Individual Tax Collections

Under Current Law § 166.427TM § 175.459M

Under Proposed Law 164.253M 173.204M

Estimated Decrease (2.174M) {2.255M)
Corporate License Tax Collections

Under Current Law : 41.904M 48.817M

Under Proposed Law 41.127M 48.019M

Estimated Decrease (.7771) (.798M)
TOTAL REVENUE

Under Current Law 208.331M 224,276M

Under Proposed Law 205.380M 221.223M

Estimated Decrease {2.951M) - {3.053M)

(Continued) M W /

SUDGET DIRECTOR
Cffice of Budget and Program Planning

Date: q‘[B'KS
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General Fund FY 84 FY 85
Under Current Law $ 131.347M $ 141.552M
Under Proposed Law 129.459M 139.598M
Estimated Decrease § (1.888BM) § (1.954M)

School Foundation
Under Current Law 51.308M 55.294M
Under Proposed Law 50.570M 54.531M
Estimated Decrease (.738M) (.763M)

Sinking Fund
Under Current Law 22 .575M 24.3294
Under Froposed Law 22.251M 23.993M
Estimated Decrease (.324M) (.336M)

Local
Under Current Law 3.101M 3.101H
Under Proposed Law 3.101M 3.101M

Estimated Decrease - -

LONG-RANGE. EFFECTS OF PROPOSED LEGISLATION: : — %

The following table illustrates the fiscal impact of the amendment to House Bill 739 §
which allows 20% of the federal credit for FY 86 and FY 87,

FY 84 FY 85 , Total i
Individual Claims § 5.552 § 5.830 ;
Carryover -- .666 :
Carryback Refunds 1,000 1.000 i
Total 6.552 7.496 14,048 f
Corporate Claims 2.731 2.867 ;
Carryover -- .642
Carryback Refunds _1.500 1.500
Total — 4.231 5.009 9.240
TOTAL 10.783 12.505 23.288

The above estimates were derived by assuming all pre-1983 carryover is used by FY
86, a constant rate of asset acquisition (adjusted for inflation), and no change in
the federal law. These estimates should be viewed cautiously given the above assumpt10n§
and pre-1982 data. The total for the biennium may represent a lower bound since no 5
real rate of growth in asset acquisition is considered. If a national economic :
recovery occurs the impact in FY 86 and FY 87 could be substantially greater. In
addition, the trend at the federal level has been to expand the coverage of the
investment tax credit program. Continuation of this trend could alse increase the

impact of this bill.

FISCAL NOTE 17:Y/2
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Approved by committee
on Taxation

HOUSE BILL ND. 739
INTRODUCED BY KEENAN: VYINCENT, HAERINGTON-
DAILYy QUILICIy MENAHANy OARKOs REAMy
KEMMISe SCHYEe ZABROCKIy NISBETs NILSONs

BENETSONy SPAETHy SAUNDERSy NEUMANy WILLIAMS

A BILL FOR AN ACT ENTITLED: MAN ACT ESTABLISHING AN
INVESTMENT CREDIT AGAINST THE INDIVIDUAL INCOME TAX AND THE
CORPORATE LICENSE TAX FOR CERTAIN CORPORATIONS FOR TAXABLE
YEARS BEGINNING AFTER DECEMBER 31+ 19825 AMENDING SECTIONS

15-30-162 AND 15-31-123¢ MCAs ANG CHAPTER 520y SECTION 4,
LANS OF 198Lk; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

8F 17 ENACTED BY FTHE LEGISLATURE OF THE S5TATE OF MONTANA:
Saction le Section 15-30-152y MCAes 1s amended to read:
") 5~30-162. Investment credits (1) There is allowed as
a credit against the tax imposaed by 15-30-103 a percentage
of the credit allowed with respect to certain depreciable
pr&perty under section 38 of the Internal Revenue Code of
1954y as amended, of as section 38 may be renumbered or
amendede  Howewsry--eehabiltitetion-ceatyzas-set-forth-under
aection-abinitdrtEy-of-the-interani-Revenune-Code-af-2954s=0r
aacasction-4htait2y4Er-pay-he-ranusbarad-or-anendedy-ara-nat
to-pe-ractuded-io-the-conputetion-of-the-inynateent--credity
Ihe_ _credit__is_allowed for the purchase.apd-installation of
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certain_qualified property defioed by __sectiopn. .38 .of the
Ipternal__Revenue .Code of 1954s as owendeds if the property
meets _all_of the following qualificationss

fa)._it. was_ purchased._ip.Montana:

thl.. it was_placed in service io _Montanai and

(o) it was used . for the production _of Mentapa adjusted
gross.Locomss

(2} The amount of the credit allowed for the taxable
year is the-sum-ofs

tay-—-30% 20% of the amount of credit determined under
section 46{a)({2) of the Internal Revenue Lode of 1954s as
amendedsy or as section #6{aj(2) way be renusbered or
amendeds

b} -—the-investeent-credit-coarcyovers——carried-—to-=the
taxable-year—-as—-provided-in-sabsection-t4)¢-and

fey—-the--investment--eredit--carrybacks~earried-to—the
taxaple-yenr-as-provided-for—in—subseceion—{4¥y.

{3) HNotwithstanding the provisions of subsection (2},
the investment credit allowed for the taxable year may not
excead the-taxpayerfs-tax-}iapility-for-the-taxable—yearv-in
the~event-the—taxsayeris—tax-}iabitity-for-the-taxabte--year
exceedas--$5y888y—the—investment—eredit-may-not-exceed-$5v060
pius—58%-of-the-tax-Htobitity-in-excess-of--55v8008r-—in-~the
case-—~of--a-~hgsband-and-wife-who-file-separate-resarnsy-the

tnvestment-credit-may-not-exeeed-32v560-plos-50%-of-the——tax

-2- HB 739

SECOND READING



W N

-~

~ © an

10
11
12
13
i4
15
16
IT
18
19
20
21
22
23
24

25

HB 07139702

tabitity--tn——-excess-~of--$2¢500-~nuntess~-the-spouvse-pf-the
taxpayer~hes-no--gquatified——invéstment—~for--and--no-—unused
eredit-—carryback-<or-—carrysver——to-the-taiabie-year-of—the
spouse-that-ends—with-or-within—the~-taxpayerts-taxabte-~year
IHE _TAXPAYER®S .ISE LIABILITY EDR.THE TAXASGKE YEAR OR $£300.
HHICHEYER IS5 _LESS.

{%) If any~~pert-~af-«the——invesement—-credie-~fs——not
apptied--against~-tfie--tdx-—Habi¥ity-~foar—-the- taxasie-yeor
becsuse-of-the-tinitations-impeded-under—subascetion-{33v-the
unwsed-portion—shoti-be—corried-back-and-cdrried-Ffornspd——#n
ateordonce~~with—-the--previsiohs——af-—seetion-~46tby-of-the
Incernal-Revenue—Eode<of-1954y-ai--anendedy--or-~as--section
46 ()~ ~nay-——be~=renunered--or-amendéd progarty facr which_an
ioxsstesot.credit is claiesd.is. used both ipside_apd. outside
this_states only.a portion of the . crexic. ls . .alloueds. Ihe
credit__must_ _be .apportigded _accorging ko a fcactigo the
aueerater of which is the ousber of days during the _taxable
year.the_property was located in Wostaos and the degomipator
of _which _is_the pusber of days during the taxagle year the
taxpayer.guned. the_pcopartye . JThe investasnt . credit  may, be
applied__only _to__the _tax_ liabiliry _of _the itaxpayer_sho
purchases_and plagces in segvice the property. for _which. an
iovestment . _credit_ is..clajmada. Tba credit .say noi. _be
allncatedfh:tnnen_snnuscs_unless:the;azenettx_is_ussd._nx__a
partoership. or_small buslness.corpoeration.of which.they ace

-3- HB T39
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partpecs-or-sharsbolders.

{5) The investment credit aY¥lowed by this section s
sub ject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954s as amendeds or as section 47
may be renumbered or amended.”

Section 2. Section 15-31-123,y MCAs is amended to read:

®15-31-123., Investment credites (1) The purpose of this
section s to allow small businesses to take an investment
credit as provided for in subsection (3) and to stimylate
capital investment by the small ousiness sectora.

{2) For the purposes of this sections "small business®
means a business that +a-eltgibie-to-etect-to-be-taned-under
the-provisions-of-15-31-20y-whether-or-not-such—eteceion—+s
madew doas _nat have:

tal__more-thaa.l0 shareboldecsi

th)._a. .person . who is.not an_individual (otiber than_ao
estate _or_other than.a tousi descclbed dia - 15530=207T) as..a
sharsholders

lc)__a_ncoresident.alien a5 A sbarenelderi_aog

{d)__more_iban_one_class. af stocke

{3) There is allowed as a credit against the taxes
imposed by 15-31-101y 15-31-121y and 15-31-122 a percentage
of the <credit allowed with respect to certain depreciable
property under sectlon 38 of the Internal Pevenue Code of

19544 as amendedsy or as section 38 may be renuabered or
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amznded. Howevere—rehabititation-evsta-as-aat-—forsh-—under

anction-46iatiditFy-of-the-intesnal-Revenne-Coda-of=-1955x=ar
as-sestien-sbénti2yefiomay-he-cenugbernd:or-apendedy-—are=not
to--hecincinded-in-the-sorputatton-of-the-investment-creadits
Ine credit s allowed for the purchase and _installation.  of
gertaia._qualified property  defined _by. section 38 of tha
Iotecrnal. fexenue Code.of 1234._as_apendeds if _the property
seets_all _of the followlong qualifications:

Lai__it was_purchased_in_Mogtanai

{h). it was placed io _service_ in Montanai.and

Le)__it__was used for_the producticn of Montana_incougs

(4) The amount of the credit allowed for <the taxable
year is the-sun-ofs

¢tay--3864 20% of the amount of credit determined under
sectinn 46(a}(2) of the Internal Revenue Code of 1954+ as
amendeds or as section 46{a)(2) may be renumbered or
amendedy

+h¥--the-tnvestment-credit-carryovers——carried-—to——the
taxable-year—-ar-provided-in-asubsecection-{éyt-and

tey-—the-~investment--credit--earrybseks-carried-to-the
taxabte-year-as-provided-for-in-sohsection-t63.

{5) HKotwithstanding the provisions of subsection (4})¢
the investment credit allowed foy the taxable year may not
exceed the-taxpayspis-tax-tiaditttty-for-the-taxable-yeerv-in

the—avent—the-toxpayeria-tax-tiahitity-for-the-taxabie-—year
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axnceeds-—$5y808y—the-investment—credit-may-not-exceed-$5y080
ptos-50%-of-the-tax-ttability-in-excess-o0é-$5¢800 3500

(5) [If eny--pare——eof-——the——investment~-credit-~is--noe
applied——against--the-—tax--t+abi}ity--for-~—the~ecanabte-year
pecause-of-the—timitations-irmposed-under-sabseetion—{t5fr—the
gnused-pertion-ahati-be-carried-back-and-earried-forward-—in
aceordance~~with--the--provisieons——of-—seetion--46thi-of-ehe
Internod-Revenne-tode-of-1954y-a3--amendedy~~or-—as——section
46tby-~may--pe-——-pentmbered-—or-smended property for _which _an
inxestuent_ credit_is claiged is used both inside_aod outside
this_states_only_a-nortioon of the credit _is. _allowsde Ihs
credit__must_.be._apportioned. .according. . to . g _fraction the
ourer2tor.of which_is the ousber of days during ihe taxable
year.the_property was.located in Mootana and the denomipator
of _which__is_the oumber of days. during.tbe taxable year the
taxpaysr_Owoned the propertys. IThe ioxestment credif. may_ be
applisd__only _to_ the tax ljability _of _the taxpayer._who
purchases_aod places_fo_service the property for wbich. _an
inxestwent credit is claimeds

(T} The investment credit allowed by this section is
sub je~t to recapture as provided for in section 47 of the
Internal Revenue Code of 1954y as amendedy or as section 47
may be renumbered or amended."

Section 3. Chapter 520y section %s Laws of 19Bles s

amaended to read:

—&= HB 739
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®3ection 4. Applicability. This act is apnlicadle only
to taxable vyears beginning after ODecember 31y 1980y-and
before-danvary-tv-~1983."

MEH_ SECTIIONa Section 4. Applicabilitys. Sections 1 and
2 are applicable to taxable years beginning after ODecember
31y 1382

NEI_SEEIIQHA Section 5e Effective datee« This act is
effective on passage and approvale.

-End-
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Rereferred and
Approved by committee
on Taxaticn

HOUSE BILL NO. 739
INTRODUCED BY KEENANY VINCENTs HARRINGTONs
DATLYy QUILICIy MENAHANs DARKOs REAMs
KEMMISy SCHYEe ZABROCKIe NISBET, NILSD“;

AENGTSONe SPAETHy SAUNDERSy NEUMANy WILLIAMS

A BILL FOR AN ACT ENTITLED: WAN ALY  ESTABLISHING AN
INVESTMENT CREDIT AGAINST THE INOIVIDUAL INCOME TAX AND THE
CORPORATE LICENSE TAX FOR CERTAIN CORPGRATIONS FOR TFAXABLE
YEARS BEGINMNING AFTER DECEMBER 3i, 19825 AMENDING SECTIONS

15-30-162 AND 15-31-123y MCAy AND CHAPTER 520+ S3SECTION 4y
LANS NF 19815 AND PROVIDING AN IMMEDIATE EFFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAMNA:S
Szction le Section 15-30-1lo2s MCAs i5 amended to read:
m15-30-162« Investment credit. (1) There is allowed as

a credit against the tax imposed by 15-30-103 a pescentage

of the credit atlowed with respect to certain depreciable

property under section 38 of the Internal Revenue Ccde of
1954y as amended, or as section 33 may be renumbered or
amendsde  Howsysre--rabahi}itatian-emata-pa-set-forth-under

Aeptivy=4bteitEitFizof-tte-fnternai-fevenue-Code-of-3355v-0r

a3l-3asction—sbtattdytFi-may-he-ronuabered-or-suandedy-are-act

to-he-inctuded-fo-the-comspotetion-of-the-jgyestment——credity

Ihe _credit _is_allowed for.the purchase_and. loatallatico of

L

o

10
1t
i?
13
16
15
16
17
18
19
20
21
22
23
24
25

HE 0739702

certain. qualified property defined by section 38 _of the
Ioternal _Reyenue Code of 1954s.2s amendeds. if_the oronecty
peets_all _of the following qualifications:

ta)__it was_purchased in Mootanai

thy__it was placed io_service jo.Mootanas.aod

Lc)__ 1t was used for the production of Hootana adjusted
gross jocomea

{2} The amount of the credit allowed for the taxable
year is the-som—ofs

tay--38% 20% of the amount of credit determined under
section 46{a)(2) of the Internal Revenue Code of 1954, as
amendedy or as section %6{aj)(2}) way be renumbered or
amende d¥

tbi~—the-itnvestment-credit—Careyovers——carried-—ta—-the
taxabie-year—as-provided-in-subyeetton-t4ys-and

tey--the==investment~-credit~-carrybacks-enrrind-to-the
taxable-year-as-provided-for—-in—sabsection—{t4t.

{3) Notwithstanding the provisions of subsection (2)»
the investment credit allowed for the taxable year may not
exceed the-toxpayeria-tax-—tiabittty-far-che-tanadte-years—in
therevent-the-taxsuyeris-tax—tiaeit+ty-for-the-taxabte-~year
excentds--35y6688v—the-investment-credit-may-not—exceed-£5y8648
ptus-5ak~of-the-tax-tiabtlity-+ra—exeess-of--55vy6868s-—En——the
casa--af--a-—hgaband-and-wife—who-filte-separste-recurnsy-the

Fnvestaent-eredit-may-not-exceed-52ry586-ptus-50f-of-the--teox

-7~ SECOND PRINTING HB 739
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+Habitity-—tn—extass—of--$2v508--uniess-~the-spsase-of-the
eaxpayer-has—-mo--guatified-—inyestment——for—~ond-~-ne--unvused
crediét~—earryback-+ar—-carryover——to-the-taxabie-year-of—the
spotise—that-ends-with-or-within-the-taxpayeris-taxabie--year
IHE. TAXPAYER®Z TAX LIABILITY FOR_THE TAXABLE YEAR QR 22002
MHICHEYER I3 _LESS.

(4) If eany--~part——of-~the-—invesement-—-ceedtt--$a-—not
appried-—agqainst-—the-—teax-—-tiabidity--for--the-taxable-year
heenuse-of-the-t+mrtoations—inposed-unader—subsection-{3yy—the
unused-portion-shati-be-corried-back-and-carried-fornard——in
accordanse——gith--the——previstens-——of--seeeton——46{hj-of~the
tnternal-Revenve~Code~of—1954y-as-—amendedy——or——as--section
46 ¢By-~may--be-~renumbered--ar-amended property _far . which an
inyestment. credlt_is claimed is used both loside-and qutaide
this_states only_ a.portion of the .credix__is _alloweds _Ibe
credit_—must__be apportioned accordiog _teo__a fraction the
pupsrator of whigh_is the cuaber of days_ during.fthe taxable
year.the_preperty was_located. in.Bentaga.aod.the deponinator
of _which__is_the number of days during the taxabie yeer ihe
taxpaver.owned. the propertys IThe_ inxesiment. cradit-.may Qe
applied__only _fo .fhe tax Jdiability _of _the _taxpayer whe
purchasas.and places in _secvice the property for _which .ao
iovestment. _ credit s _clajmeds. Ybe .credit _say..not .be
alloczted_ between_spouses unless the propgecky is used .by-.a
pactoecship._or _small busioess.cocporatign.of which they are
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partpers-oc_sharebolders.

{5) The investment credit allowed by this section is
subject ©5 recapture as provided far in section 47 of the
tnternal Revenue Code of 1954y as amendedsy or as section 47
may be renumbered or amendeda®

Section 2. Section 15-31-123y MCAy is amended to read:

»}15-3]1-123. Investment credite {1) The purpose of this
section is to allow small businesses to take an investment
credit as provided for in subsection (3) and to stimulate
capital investment by the small business sector.

(2) For the purposes of this sectiony #small business™
means a business that +s-ettgibie—-to—etect-to-be-tared-under
the-provisront-ef-15-3i~#82y-whether-or-not-such—etecetron—is
meder JOes_0ot hawes

La)._more_then.l0_sharebgldersi

ib) ..a._persgn__who is.net an Indiwvidual f{osber.ibap-ao
estate_or._gther than a_teust described o _15=31-207) . as-.a
asharebelderi

{g}._a_noaresident _alien_as. a sbarebeldseri _aod

[d)__more_thao_ene_class of .stocks

{3) There is allowed as a credit against the taxes
imposed by 15-31-10Lls 15-31-121y and 15-31-122 a percentage
of the credit allowed with respect to certain depreciable
property under section 38 of the Internal PRevenue Code of

1954y as amendedy or as section 36 may be renumbered or

-4~ HB 739
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amended. Howevers-rehadilitationcepsta-as-sat--forsh--under
section=46tntt32tEi-aé=the-internal-Rexenuc-Gada-of-3254x-0r

ay-sectian-4tatf2ytFi-nny-he—renuaberad-or-asandady-are-ngk
to-che-insiuded-in-the-computation-of-the-inyestaent_eredite
The credft _Ls allowed for the gurchase and . installatioco. of
certaic._qualified _propecty —defined by _section 3g.of the
Internal _Reyeaue Code_ of 1954s as_amendeds . if.__tbe properiy
zeets_all_of the following. gqualifications:

{a)__it was_purchased in MNontapai

£b)__it_was placed in service_ in Montanai and

fc)__it_ _was used for the oroduction of Montapa jncomes

{4) The amount of the credit allowed for the taxable
year is the-sum-of+

tay-«38% 20X of the amount of credit determined under
section ¢6{a)(2} of the Internal Revenue Code of 1954+ as
amendeds or as sSection #6{(a)(2) may be renumbered or
amendedy

toy-—the-investment-eredit-carryavers-—careritd-—to--the
taxabie—year—as-provided-in—subseetion-{6+t—and

tei--the-—itnvestment-~eredit~—carrybacks-carried-to-the
toxable-year-as—-provided-for-in—subsection-1t6}.

{5) HKotwithstanding the provisions of subsection (%)
the investment credit allowed foar the taxable year aay not
excerd the-taxpayerias-tax—ttabitity-for-the-taxabte-yeere-in

the-event-the-taxpayeris—tax-+rability-for-the-taxabie-—year
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exceeds~~559688e-the-investment-credit-may~-not-exceed-45v868
pros-S9%~of-the-tan-tiebittty-in-excess—of—5$5vy880 §500.

(5) If any—part-—cof--the-—-investment--credit~—+a-—not
applied——agetnst--the--tax——iiabidvty-—for--the—taxsble-year
becoase—af-the-timitotions-imposed-under-sabsectiron-t&i)y—the
undsed-portion-shali-he-earried-back-ond-carried-forward--in
eccordance--with--the--provistons—-of--seetton--46tht-of-the
internat-Revenge-Eode-of-1954y-as--amendedy--or-—as--section
45thi--may--pe--rendmbered-—-or-amended property for which an
ipxestment _credit is.claimed is_used both_inside and agutside
this.states_goly_a-porkion of the Credit is. allowed. Ibg
credit__must. be spportioned _acgording. to _a fraction the
nunsrator.of whigh_ is the nusber of days. dquring the, taxabls
year_the._property was. located in Mpoohana_and_the denominator
of __ahigch__is_the number_of days ducing the taxable year.the
tazpayaer_owned fhe._propertys _The jovestment Credit mpay be
applied.-.only__to__the _tax. . djapility of _ithe taxpayer mho
gurchases_and places jo_service the property for _which.. an
investoept_credit is claimeds

{7) The Investment credit allowed by this section is
sub Ject to recapture as provided for in section 47 of the
Internal Revenue {ode of 1954y as amendeds or as section %7
may be renumbered or amended.%

Saction 3« Chapter 520y section 4» Laws of 198ls is

amended tc read:

-6= HB 739
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®section 4« Applicabilitye Thls act is applicable only
t0o taxable vyears beginning after ODecember 31y 1920y-and
before-Jjansary-ty-1943."

MEM_SELIIONs Section 4« Applicabilitys. Sections 1 and
2 are applicable to taxable years beginning after December
3le 1982a

NEH_SECIIONs Sectlon 5« Effective dates This act is
effective on passage and approval.

=End-
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HOUSE BILL NO- 739
INTRODUCED BY KEENANy VINCENTs HARRINGTON:
DAILYs QUILICI+ MEMAHANs OARKOy REAM«
KEMMISy SCHYEs ZABROCKIs NISBET, N!LSDﬁu

IENGTSONy SPAETH, SAUNDERSs NEUMANs WILLIAMS

A BILL FOR AN ACT ENTITLED: BAN ACT ESTABLISHING AN
IMVESTMENT CREDIT AGAINST YHE INOIVIDUAL INCOME TAX AND THE
CORPORATE LICENSE TAX FOR CERTAIN CORPORATIONS FOR TAXABLE
YEARS BEGINNING AFTER DECEMBER 31¢ 19823 AMENDING SECTIONS

15-30-162 AND 15-31=1235 MCAs AND CHAPTER 520+ SECTION 4,
LAMS DF 1981; AMD PROVIDING AN IMMEDIATE EFFECTIVE DATE."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:Z
Section l. Section 15-30-162¢ MCAs is amended to read:
*15-30-162. Investment credits (1) There is allowed as

a credit against the tax imposad by 15-30-103 a percentage

of the credit allowed with respect to certain depreciable

property under section 38 of the Internal Revenue Code of

1954, as amendeds or as section 38 may ba renumbered or

amende Je Bnnn:e:x:::shahtit:i:inn::n::::aa::s::tn::h:nnﬂ::

aggti:::&hgattittEt:ni:ths:intg:nnt:asxsnngzﬁuds:nfztii&x:n:
as-aection-46tatiditEr-may-he-cenunbecad-er-aaendeds-ara-nat
toshesincinded-in-the-cosputation-af-the-iayestaent-—crpdity

Ihe _ccedit _is_allowed for the purcbase apd_installatian of
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certaln gualified propurty defined. by section 38 of the
lpternal._Revenue _ode of 1354 as amendeds if the property
meets all of the following guallificatigasi

{a)..it _was_ purchased. in Montanas

{b)..it-was.placed.in. sserxice. io.Montanai.aod

1€}~ it.¥as.used.for the production.of.Montana adiusted
gross_ipcomes

(2} The amount of the credit allowed for the taxable
year is ehe-sum-eofe

ta)y--30% 20F of the amount of credit determined under
section 46(a)(2) of the Internal Revenue Code of 1954y as
amendeds or as section &6{a){Z) way be renumbered or
amended4

tby-—the—investeent—credit—corryovers-——carried——to-—the
taxable-year~as-previded-in-subssctitaon-t4)y-and

tey-—the-—invesenent——eredit-—carrybacks-carried-to—the
toxabte~year-as—-provided-for-in-aubsection-{4¥r.

(3) Notwithstanding the provisions of subsection (2}
the investment <credit allowed for the taxable year may not
exceed the-tanpayeris-tan-tiabitity-for-the-canasbte-yeare-in
the-event—the-taxpcayeris—tax-tvobitity~for-the-taxobte——year
exceeds——55y008y-the-investment-eredit—-may-not-exceed-$5vH88
plus-5oN-of-the-tax~ttabitiey-in-excess-of--35y688n~~Fn-—the
egse-~of-oe--husbend—und-wiFe-uho-f+¥e*sepsrete~rtturnsv-the

thvestment-eredit-aay-not-exceed-42vy580-ptus-50-of-the~-teax

-2 o HB 739
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Habitity-—in—-exees9--of-~S2v588-—untess--the-spouse-of-the
taxpayer~has-mo--quatified--investment--for-—and--no--unused
tredit-—carrybock--or--earryover——to-the-taxabie-yesr-of-the
spouse-that-ends-with-~or-within-the-taxpayerss-taxebie~~year
IME. TAXPAYER®S_TAX_LIABILLTY EQR_THE [AZABLE YEAR 08 35004
MHICHEYER._LS LESS-

{%)}) If any--part-~pf--the-~invesement~~credit-is--not
appltied--agatnast--the-~tax--iabitity-—for--the-taxapte-year
beesusye-af-the-tinttations-tapased-ounder—saubsection-£3vy—the
unnsed-portien—sheti-be-ensrried-back-and-carried-fornard--in
teecardance~~with~—the-=-provisiona--of——seceion—~46itby-af-the
internal-Revenve-Eode-of-1054y-as-——anendedy-~or--as--section
45¢b)~~may-~pe——renuaberad--or-amended property. foc.wbhich an
investwent credit. is claised.is used both inside apd.outside
this_states_ ooly.a_portion of the _credit is__alloweds _The
credit _must _be__apportioned actordinog .to . .a fraction the
nuaerztor. of which s the oumber of. days duging. tlie taxahle
yeax_the_propecty was.located in. Mootana aod.bbe.denomigatgr
ef _which _is the uumber_of days ducing. tbe raxanle year the
taxpayar_oweed the propertys The inyestment _credit max..be
applied__enly _to. the _tax_  lisbility _of _the tazpayer wbo
purchases_and places ip secvice the property _for _which.  an
iovestaeot ___credit_ is _claimeds. JThe .credit .may..nes.-be
allocated_betwesn spouses unlessi_the property |s used by a3
pactnecship._or_small business. cerperation.ef which. they. are
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pactoecs_oc._shareholdecs.

{5) The investment credit allowed by this section is
subject to racanture as provided foy In Section &7 of the
Internal Revenue‘tode of 1954+ as amendeds Or as section &7
may be renumbered or amended.”

Section 2« Section 15-31-1239 MCAe is amended to read:

®)§-3)=123., Investment credite (i} The purpose of this
section is toc allow small businesses to take an investment
credit as provided for in subsectlion [3} and to stimulate
capital investment by the small ;usiness sector.

{2) For the purposes of this sections #small business”
means 3 business that fs-eligible-to-elece-ro—be-tared-under
the-prnvisions—ef-i5-34-2927-whethef*or—not-sueh—eieeeien-ée
medes does.oot_havai

Lal__more thag 10 sharehglders:

ib)_.a__person..whe.is-not an jodividual {othec kiag.an
estatz_or ether than.a.trust described jo 13=30-2Q01) .as-a
shareholderi

ic)__a.oonresident_alien_as.d-sbarenolderi and

{d)__more_thao_ope class. of sLocka

{3) There is allowed as a credit against the taxes
imposed hy 15-31-101y 15-31-121s and 15-31-122 a percentage
of the credit allowed with respect to certain depreciable
proparty under section 38 of the Interasl Ffevenue Coge of

1954y as amendeds or as section 38 may be renuabered or

—ln HB 739
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amended. Howevers-rahebilitatioacesata-ga-satz-fopth-—under
asctiancettett2ssEs-of-the—fnternoi-Revanue-fode-of-2954sz0r
ar-gection-Setaktdi¢Er-noy-be-renunbasad-or-anendsde-acazgot
ta-=pe-inetuded-in-theccomputation-of-the-investpent—credits
Ibe_credit is_allowed for the purchase and _installation. of
sertaio__gualified _prooscty. . de€ined by  sectian 38 of the
Interpal.feyenue_Code of 19%5%s 25 asendeds if _the .property
meets_all of the following qualificatigas:

{al__it was_ purchasad_in Nootanai

ib)__Jjt _was_placed in service ln Montanai.and

fc)__it__was used for the_productica of Montapa lncomge

{4} The amount of the credit allowed for the taxable
year is the-sum-of+

tey-=384 20% of the amount of credit determined under
section 46(al(2) of the Internal Revenue Code of 1954+ as
amendeds or as section #6{a)(2) may be renumbered or
amandeds

fb?--the-fnvestueﬂt-ered+t-eafffnvefs-—earr+éd--to——§he
tanebie-year-os-provided—in-subsection~{o6)s—and

ter——the——investment--eradib--carrybacks-carried-te—-the
caxab}e-yoar—ss—provided-for-in-subyection-{6}.

.(S) Wotwithstanding the provisions of subsection (4)»

the investment credit allowed for the taxable year aay not
excerd fhe-teunsyﬁr‘s-taﬂ*¥§nb+4ie7-For—the-texﬂb%e-yeerv—iﬂ

‘ehe-erent-the-taxpayeris-tax-+ttabiiity-for—che-taxabde--year

~5= HB 739
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exteeds-—45¢800¢-the-tnvestment—tredit -may-pot-exceed-$5¢y0660
prua-588-of-the-tax—t+abitity-in-excess~ef-$5y680 $500.

(5) 1If sny-—part—of-~the-~investaent-—credit-~+3-—not
app++ed-—oga+ﬂst—-th---tax--+iebi}ity—nfer--ehe-taxob*e—yeur
beeausu-of-the—¥+n+tot+ons-;Iposed—under-subseeb#on-f51v-the
dandsed-pareien—shott-be-earried-bock-and-carrted-forward--in
eeecrﬂanee--+th--ehe--pfov+s+ons~-of-—éeee+on-—ﬁ&fbf—of-the
interned-Revente-Code~of-1954v~ns-~anendedy~-or--as~--section
46tbh1——may--be--rentumbered--or-omended property _for which an
ipyestmept credis is claised is used pothoinside aod outside
this.states_onlx.a poctico.of the credit _is. _alloweds Ihe
credit..must__be__apportigned. _according .ig. _a_fractioo the
ouperator_of which ls_the nusber of days during ihe itaxable
year_tbe_propecty was_logated .in Montapa and the denomipatar
of _which _Is the gusber of days_ duriog.tba_taxable. yeac the
taxpayer. gwoed the proparkya. . The investaent credit . @ay be
applizd..ooly . tg. the _tax _liapility _of the taxpayer who
Rurchases_aod places fo_sgrvice the property for which__an
investuent _credit is claiseds

(T} The investment credit allowed by this section is
sub}e:t to recapture as provided for in section 47 of the
Interna? Revenue Code of 1954y as amendeds, or as section %7
may be renumbered or amended,®

Sactlon 3« Chapter 527¢ section 4y Liws Of 198ly s

amended to read:

“6- HB 739
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®"section 4« Applicability., This act is applicable only
to taxable years beginning after Oecember 31y 1980y-and
before-january-y~1983."

NEH_SECTION. Sectloq 4e Appiicabiliitys Sections 1 and
2 are applicabla to taxable years beginning after December
31y 1382

NEM_SECIIONs Section 5. Effective dates This act is
effective on passage and approval.

=End-
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April 12, 1983

SENATE STANDING COMMITTEE REPORT
(Taxation)

That House Bill No. 739 be amended as follows:

1. Page 1, line 25,

Following: 1line 24

Insert: "However, rehabilitation costs as set forth under
section 46(a) (2) {F) of the Internal Revenue Code of 1954, or as
section 46{a) (2) (F) may be renumbered or amended, are not to be
included in the computation of the investment credit.”

2. Page 2, line 4.

Following: 1line 3

Strike: line 4

Renumber: subsequent subsection

3. Page 2, line 10.
Following: “+a¥ 388"
Strike: "20%"
Insert; *

4. Page 5, line 5.

Pollowing: line 4

Insert: “However, rehabilitation costs as set forth under
gection 46{a) (2) {F) of the Internal Revenue Codea of 1954, or as
section 46{a) (2) {F) may be renumbered or amended, are not to be
included in the computation of the investment credit,"

5, Page 5, line 9.

Following: line 8

Strike: line 9

Renumber: subsequent subsection

6, Page 5, line 14.
Following: “+<{aj} 364"
Strike: "2Z0%"
Insert: "53¢

7. Page 6, line 24.
Following: 1line 23
Insert: ™Bection 3. Section 15-30-162, MCA, is amended to read:
"15~30-162. Investment credit. (1) There is allowed as a
cradit ‘against the tax imposed by 15-30-103 a percentage of
the credit allowed with respect to certain depreciable

property under section .38 of the Internal Revenue Code of.

1954, as amended, or as section 38 way be renumbered or
amended. - '

(2) The amount of the credit allowed for the taxable
year is the sum of:

. {a) .30% 20% of the amount of credit determined
under section 48(a) (2} of the Internal Revenue Code of 1954,
as amended, or as section 46(a)(2) may be renumbered or
amanded; )

Senate Standing Committee Report
‘Taxation - H.B. 73%

April 12, 1983

Page =-2-

‘{b) the Ainvestment credit carryovers carried to the
taxable year as provided in subsection (4); and ) o
. {c) the investment credit carrybacks carried to the
taxable year as provided for.in subsection {(4). : R
{3) Notwithstanding' ;:the provisions of subsection (2),
the investment credit allowed: for the taxable year may not
exceed the taxpayer's tax-liability for the taxable year. Im
the event the taxpayer's tax liability for the taxable year
exceeds $5,000, the investment credit may not exceesd - §$5.000
plus 50% of the tax.liability in excese of $5,000. In. the
case’ of a husband and wife -who file = separate . returns, the
investment credit may not’ exgeed. $2,500 plus 50% of the tax
liability in excess of $2,500- unless the spouse of the
taxpayer has no qualified. invéstment for and no unused
credit caxryback or carryover to the taxable year of the
spouss that en#s with or within the "taxpayer's taxable year.

{4) TIf any part of the investment credit is not
applied against the tax liability for the taxable vyear
because of the limitations imposed under subsection (3), the
unused portion shall be carried back and carried forward in
accordance with the provisions of section 46(b) of the
Internal Revenue Code of 1954, as amended, or as section
46 (b} may be renumbered or amended.

[{5) The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954, as amended, or as section 47
may be renumbered or amended. However, rehabilitation costs as
set forth under section 46{a) (2] [F] of the Internal Revenue
Code of 1954, or as section 46(al {2) (F}) may be renumbered or
amended, are not to be included In the computation of the
investment cxedit., - The credit is allowed for the purchase and
instalTation of certain gqualified property defined by section
38 of the Internal Revenue Code of 1954, as amended, 1f the
property meets all of the following qualifications:

{a) it was placed in service in Montana; and

{b) it was used for the producticn of Montana income.

Section 4. Section 15-31-123, MCA, is amended to read:

"15-31-123. Investment credit. (1) The purpose of this
section is to allow small businesses to take an investment
credit as provided for in subsection (3) and to stimulate
capital investment by the small business sector.
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(2) For the purposes of this section, "small business"
means a pusiness that #9-eiigible--to-slect-iteo-be-taxed-under
the-provicions -of-315-31-2825 - whether--or ~not - siroh--electicir-in
medes doeg not have:

{a)l more than 10 shareholdexrs;

Tb) a person wno 18 not an individual (other than an
estate or other than a trust described in 15-31-207) as a
shareholder:

c) a nonresident alien as a shareholder; and

d)] more than one class of stock.

3 There 1is allowed as a credit against the taxes
imposed by 15-31-101, 15-31-121, and 15-31-122 a percentage of
the credit allowed with respect to c¢ertain depreciable
property under section 38 of the Internal Revenue Code of
1954, as amended, or as section 38 may be renumbered or
amended. However, rehabilitation costs as set forth undexr
section 46 (2l (2} (F) of the Internal Revenue Code Of 1954, or as
sectlion 46la) (2} (F] may be renumbered or amended, are not to be
included 1n the computation of the investment credit. The
credit is allowed for the purchase and installation of certain
gualified property defined by section 38 of the Internal
Revenue Code of 1954, as amended, if the property meets all of
the following gualificationa:

a) it was placed in service in Montana; and

T1B) it was used for the production of Montana income,"

{4) The amount of the credit allowed Ffor the taxable
year it the sum of: . .

(a) 368 20% of the amount of credit determined
under section 46{a){2) of the Internal Revenue Code of 1954,
as amended, or as section 46(a){2} wmay be renumbered or
amended; .

{b) the investment credit carryovers carried to the
taxable year as provided in subsection (6); and )

(¢} the investment credit carxybacks carried to the
taxable year as provided for in subsection (6}.

{5} Motwithstanding the provisions of subsection (4,
the jinvestment credit allowed for the taxable yaar may not
exceed the taxpayer's tax liability for the taxable year. In
the event the taxpayer's tax liability for the taxable year
exceeds 55,000, the investment credit may not exceed $5,000
plus 50% of the tax liability in excess of $5,000.

(6} If any part of the investment credit is not
applied against the tax liability for the Faxable year
because of the limitations imposed under subgection (5}, t@e
unused portion shall be carried back and carried forward in
accordance with the provisions of section 46(b} of the
Internal Revenuwe Code of 1954, as amended, or as section
46 (k) may be renumbered or amended. . )

{7) The investment credit allewed by this gection is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954, as amended, or &s section 47
may be renumbered or amended.””

Renumber: subsequent sections

Senate Standing Committee Repeort
Taxation - H.B. 739

April 12, 1983

Page -4-

8. Page 7, line 4.
Following: "Applicability."
Insert: " (1)"

9. Page 7, line 6.
Following: ™1332"
Insert: "and before January 1, 1985. Sections 3 and 4 are
applicable to taxable years beginning after December 31, 1984,
(2) The carryover of credits earned under 15-30-162 or

15;3&-123 pPrior to January 1, 1983 are not affected by this
act.
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HOUSE BItL NOe. 739
INTRODUCED BY KEENANs VINCENTy HARRINGTOMy
OATLYy QUILICI, MENAHANy DARKOe REAMy
KEMMISy SCHYEe ZABROCKIy MNISBETs NILSONe

BENCTSONy SPAETH, SAUNDERSe NEUMANy WILLIAMS

A BILL FOR AN ACT ENTITLED: AN ACT ESTABLISHING AN
INVESTMENT CREDIT AGAINST THE INDIVIDUAL INCOME TAX AND THE
CORPORATE LICEMSE TAX FOR CERTAIN CORPORATIONS FOR TAXABLE
YEARS BEGINNING AFTER DECEMBER 31,y 19825 AMENDING SECTIONS
15~30-162 AND 15-31-123, MCAs AND CHAPTER 520y SECTION 4,

LANS DF 19813 AND PROVIDING AN I[MMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE DOF MONTANA:
Saction ls Section 15-30-1562+ MCAs is amended to read:
n15~-30-152. Investment credite {1l) There is atlowed as

a credit against the tax imposed by 15-30-103 a percentage

of the credit allowed with respect toa certain depreciable

property under section 38 of the Internal Revenue Code of
1954y ss amendeds or as section 38 may be renumbered or
amendede  Homsyery-=rshabititation-coats-as-aet-forth-under
dcetian-sbtare2yiEi-—pf-the-Internat-Revenne-Eode-of-}354x-0p
eazacetionc&oiadf2iifi-may-be-renusbared-or-agendedy-are-not
to-he-tacinded-ta=the-computation-af ~the-inyeatnent--cregits
HOWEYERs _REHABILITATION _CQSIS__AS_ _SEI _FORIH _UNOER_SFCTICON

10
11
12
13
14
15
16
17
18
19

20

22

<3

24

25

H8 0739/03

46(A)(2)LE) _DE_THE _INTEBNAL BEYENUE _LODE OF 1234 QR __AS
SECTION _S6(AX(2)4F) _MAY BE RENUMBERED OR AMENDED. ARE NOT TO
BE_INCLURER_IN_JYHE _COMPUTATION OF _THE INYESTMENTI. CREDRIT. Ihe
eredit__is__allowed _for _the _purchase _aond. installation_of
cectain_qualified property defined _by _section 38 of the
Interpal _Revepue. . fode of 1254s.as apendeds if_the propsriy
weets all_of the following qualifications:

ta¥ocit-wan-purchaged-in-Montanat

tad(A) it _was_placed in seryice in_Mookanai_aond

tedlB) it was_ used. for _the _groducticn of _Mootaoa
adjusted_gross_incomes

{2) The amount of the credit allowed for the taxable
year is the-som-of+s

tay--30% 20X 53X of the awount of credit determined
under section 46{a){2) of the Internal Revenue Code of 1954y
as amendedy or as section 46{aj(2) may be renumbered or
amendedy

thi——the—investnent-eredit-carryovers-——carpriad——ta-——the
taxable-year-az-provided-tn-subsection-t4y4-and

fefy--the--fnvestnent-—credit--carrynacs~-earried-ta-the
enxante-yrar-as-provided-Ffor-in-subsestion-t44.

{3) Hetwithstanding the provisions of subsection (2)»
tha investmant <credit allowed for the taxable year may not
exceed the-taxpryeris-tax-ttabidity-For-the-taxobte-years-in

the-epent-the-taxpayeris-tax-++abritty-for-the-taxable-—yenr

-2~ HR 739
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exceeta-—-$§5y808y-the-investment~credrTt-moy-not-excead-15y909
prus-59%-of-the-tax-t+ab+iTey-irr-exeess-of--55y008Qx——Ein--the
case—~-of-~a-—hushand-and-wife-who-fite-separste~retarnay-the
Thvestment-credit-may-not-enceed-3$2y548-plas-5d¥-of-the--tax
tiebitity-~in--exeess--of-—$2vy588-—unteas——the-spouste-aof—the
texpayer—has-no--qualified-~investment--for--and-——no——agnused
eredrt-~-carryback-—or--carryover-—to-the-taxabte-year-of-the
spouse-that-ends-with-or—within-the-taxpaverta-taxable-—year
IHE__TAXPAYER®S. TAX_LIABILITY. EQR THE TAXABLE YEAR.OR $£3500y
WHICHEVER 15 _LESS.

{*} If any-—pape——of-—-the-—-investnent—-eredit--is——neot
appliede-against-—the——tax--}iabidity-—for-—the-taxabte-yenr
becanse-nf-the-}imitations-Fmposed-under-subssetion-{3}v-the
ungsed-portion~shati-be-enrried-back-and-carried-forward--+n
aceardance——with——the-—provisians-—of-—settion—~46tat-of—the
internai-Revenue—€Code-of~1554y-as-~aaendedy--or--as-—-section
46¢tb¥-~may--pe——renumbered--or-amended property _for which_an
lovestwent_credit is_ glaimed (s used both.inside and outside
this_states only a nortion of the credit is _alloweds Ine
credjt. _oust _De .apportiponed _according _to .o fraction the
agumegator.of whlch is_the number of days during the . taxabis
yedr_Lhe prongrty_was located in Mopntana_ and the denaminator
of _which__is the_ oumber of days_during the taxable year.the
tazpa¥ar.gwned_the properiys The_ investment _credit _may_  be
applied__only .o _the _tax _liability of _the taxpayer who

-3=- HB 739
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wurchases. and_plages in.service the property _for _which_ .an
inyestment___credit. _is__glaimeds  Yhe _cradit. . may oot _be
allocated between spouseS unless the property is used. Dy _a
partoacship._or_small.businsss_corporarion of which they ars
Ractozrs_er_sharehalders.

{3} The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Intartal Revenue Code of 1954y as amendedy or as section 47
may be renumbered or amended.™

fection Ze Section 15-31-123s HCAy is amended to reads

"15-31-123. Investment credite (i) The purpose of this
section s to allow small businesses to take an investment
credit as provided for in subsection {3} and to stimulate
capital investment by the small business sectors

(2} For the purposes of this sections "smail business”
means a business that és-eligibie~-vo-elect-to-be—taned-under
the-provisions-of-15-3i-P82y-whether-or-nat-rach-etection-iy
madew does.not_havel

fal._more than 10 shareheldals:

Lbl__a__perseon. who is_not_an_individual (otber thap ap
estate.or. othar thao.a frusti described jn._ 12-31-2QI)__as_.a
sharehglders

ic) _a.nonresidant _allep 25 2 sharehelders and

1dl._mare_Lthap_orgs class_of stocks

{3) There is allowed as a credit against the taxes

— HB T39
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imposed by 15-31-101,e 15-21-~121y and 15-31-122 a percentage
of the credit allowed with respect to certain depreciable
property under sectiop 38 of the Internal Revenue Code of
1954y as amendeds or as Section 38 may be renumbered or
anendeds Heweyery-cehpbiliterion-coste-pa-set-—forth-—under
sectizn-sbfarteitfizafzthe-internni-feyeane-Code-of-2954v_ar
oa-fection—4&fattdrtF3-nay=hesrenunhered-oc-anendeds-are-—not
ta--he-inednded-in-the-coaputation-of-the-inrsstnent-credits
HOWEVER: REHARILITAYLION COSTS _As _SET__FORTH _UNDER__SECIION
46LAN(224F) _OF_ _JTHE _INTERNAL_ _REYENUE _CUDE QF 190542 QE A3
SECTION 46(AM(ZY(F) MAY DE RENUMBERED OR_AMENDEDs ARE NOJ IO
BE_INCLUQED_IN THE COMPUIATION QFE_THE INVESTHENI CREQIZ. lhe
credit_is_allowed. .for ._the_ _purchase.__aad__installation of
cectalo__qualified _property _gefioed. by _sectlon 35 of the
Intercal _Reyeoue Code of 1354 as_.aseddeds if._the. properkty
mests_2l) of the_fellewing gualifications:

tat=cit-was=pureheasd-ta-Montanast

thria)l it _was_placed ip seryice_in Moptacai and

toY (Bl it._was__used._for Lthe _production._of_#dgotana
EDCOME.

t4) The amount of the credit allowed for the taxable
year is the-sum-ofs

tay--30% 28X 3% of the amount of credit determined
under section 46(a}(2) of the Internal Revenue (ode of 195%,

as am2ndedy or as section 46{a)(2) may be renumbered or

-5~ HB 739

~N

W

10

11

12

13

i4

15

16

17

18

19

20

21

22

23

24

25

HB 0739/03

amended¢
fb}**the--investnene—-eres#e?-earrrevere—earriea-to—the

taxabie~year-as-provided —in—-subsestion—{o64t-and
ftey-~the-investaent-credit-carrybacka-~carried-—to-—the

eonnble—year-as-provided-for-in-supseetton—{53.

{3} HNotwithstanding the provisions of subsection (4)»
the investment credit allawed for the taxable year may not
exceed the-taxpayeris-tax-ttavitity-for-the—taxable—yearv—in
the-~=vent-the—taxpayersts-tax-tiabitity-for—the—taxable-year
exceeds-$5y8808y-the-investment-e¢redit~-noy-not-excesd-—459806
ptus-59k-of~the-tox-Ftabidrty-tn-excess-af-3$5960806 £500.

(21 If eny-—part--of--the-—investment-—credit-~ia-not
appiivd-ageinst-the——tax——tiadbt+ty——Ffor-—the--caxnbie——year
beceuse—oF-the—}iméeatfons—+mpesed-under-subseetéon—fﬁfi—the
unused--portion—shalt—be—carried-back-and-earried-forvard-+n
accordance-with-the--proviatans—-——ef--section-—46¢tb)-——of--the
internal--fevenne--Eode--af-+1354y—as-anendedy-or—as-section
45¢b)-may-be~renunbered-or-amended groperty.  for which _ao
ipxestyeot_credib is claimed is used both inside_and guiside
this_ states _oply _a._portieon of the credit is allgwed. Ihe
credit_must_be  _apporfioped. _aggording to _a _fractign  the
oumerator. ef which_lis_ibe nuaber of days.duriog tbe taxable
¥ear_the_properiy. was. located._ ig Mootana aod ifhe denominatoer
of _which_ls_the ousher_ of days duciong. tbe tazable . year the
taxpayer__owned _the propertys. The. inyesisent credit may be

- HB T39
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apalicd.only. to- the tex liability _of _the taxpayec _who
aurchases._aod. _places-_io service_tne progecty for which an
loxesipent_credit is claimedas

{T) The investment credit allowed by this section is
subject <to recapture as providaed for in section 47 of the
Internal Revenue Code of 1954y as amended, or as secfion 47
may be renumbered or am2nded.®

SECIION 3. SECTION 15-30-162s aCAs IS_AMENQED ID_READ:

*15-30-162. Investment credite {1) There is allowed as
a credit against the tax imvosed by 15-30-103 a percentage
of the credit allowed with respect to certain depreciable
property under section 38 of the Internal Revenue Code of
1954+ as amendedy or as section 38 wmay be renuwbered or
amrendad.

{2) The amount of the credit allowed for the taxable
year is the sum of:

(a) 38% 20 of the amount of credit determined under
section 46(a)({2) of the Internal Revenue Code of 1954y as
amendade or as section 4&6(a)(2) may be renumbered or
amendeds;

(b} the investment credit carryovers carried to the
taxable year as provided in subsection (4)i and

{c) the investment credit carrybacks carried to the
taxable year as provided for in subsection (4}

{3) HNotwithstanding the provisions of subsection (2).

-7- HB T39
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the Iinvestment credit allowed for the taxable year may not
exceed the taxpayer®'s tax liability for the taxable year. In
the 2vent the taxpayer®s tax liability for the taxable year
exceads $54000, the investment credit may not exceed $54000
plus 50% of the tax liability in excess af $54000« In the
case 2f a husband and wife wno file separate returnsy the
investment <credit may not exceed $2,50C plus 50X of the tax
liabitity in excess of $2¢500 unless the spouse of the
taxpayer has no qualified investment for and no unused
credit carryback or carryover to the taxable year of the
spous2 that ends with or within the taxpayer®s taxable yeare.

{#) If any part of the investment credit Iis not
applied against the tax 1llability for the taxable year
because of the limitations imposed under subsection (3)s the
unused portion shall be carried back and carried forward in
accordance with the provisions of section 46(b) of the
Interia! Revenue Code of 1954s as amendeds or as section
46(h) may be renumbered or amended.

[5) The Investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954y as amendedy or as section 47
may be renumbered or awmended. Howgyers cehabilitation costs
as.set_forth__under. section,. 46(a)(234E). _of _iha _lIotarnal
ceyenue_ Lode of 1954y .or as _section s6(a)(2)iF) may pe
requabzred.or__amsndedy .are _not. .to._be__iocluded io_.the

- HB T39
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coaputation _of the_ investment cradits The credit is allowed
for the _pursbase--and__installatioon. of certain gualified
ncopectyx.-defined by section 38 _of the Intarnal Revepue.lode
of 135¢s_as_amendeds _if__the _property mests..all. . of _the
followlog qualificatiooss

fal_.it.was.nlaced jo_service in Montanai._aod

ip)._ it _was_ used for the production of Montana incomea™

SECTION 5o SECYION 13-31:123a $8CAs_ 15 AMENDEQ IO READZ

"]15-3]1~123. Investment credits. (1) The purpose of this
section s to allow small businesses to take an investment
credit as provided for in subsection (3) and to stimulate
capital investment by the swmall business $¢ctore

(2) For the purposes of this sections "small business®
means a business that is-eligible-to-elect-to-be-taned-under
ehe-provisions-ef-15-31-202y~whether-or-net-such-etection-+s
madew dogs_pat_haxei

tfal__mere_than_l0_sharsholderss

ik} _a._pecrseon-_who_is not_ag_iodividual. fothac. than_an
estatz_gc.othec.than a trust described. lo..313=31-201) . a5 _a
shareholderi
lel__a.nopresidenr_alien_as_a._sharebolderi_and

Ld)__voce than_ooe _class.of . stocks

(3) There i5 3ltowed as a credit against the taxes
impos>d by 13-31-101y 15-31-121. and 15-31-122 a percentage

of tha credit allowed with respect to cartain depreciable
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property under section 38 of the Internal Revenue Code of
1954, as amendedy or as section 38 may be renumbered or
amended. Hasewers rehabilitatjod costs as__.set  forth under
seclion.46(8)1(2)(E) of the_loternal. Bevenue Code af 1934 _or
as_section &6£a3)(2)(E). may_bLe.reaumbered or amendeds ars aot
to _pe_included in the_computation of the investment credits
Ibe_credit_is_allowed for_the purchase and _iostatlation _of
certaio.__gualified _propecty defloed _hy _soction 38 _of the
lotecrpal Reveoue cqode of 1954s as_amendeds if _the progeriy
@eets._all_ of the_following.gualiflcatigos:

ta)}__It was placed in_service in Mgatanai_and

(o) _it__was used for the groduction.ef Montana incomes

t4) The amount of the credit allowed for the taxable
year is the sum of:

{a} 368 20 of the amount of credit determined under
section 46(a}{2) of the Internal Revenue Code of 1954, as
amendedy or as section &6&6(a)(Z) wmay be renumbered or
amended;

ib} the investment credit carryovers carried to the
taxable year as provided in subsection (&)3 and

(€} the investment credit casrybacks carried to the
taxable year as provided for in subsection (é).

{5) Notwithstanding the provisions of subsection (%)«
the investment credit allowed for the taxatle yrar may not

excaeed the taxpayer's tax liability for the taxable yeare In

=10~ HB T39
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the event the taxpayer®s tax liability for tne taxable year
exceads $5+0004 the investment credit may not exceed $55000
plus S0 of the tax Viability in excess of $5,000.

(6} If any part of the investment <credit is not
applied against the tax liability for the taxable year
because of the limitatlons imposed under subsection (5)»s the
unused portion shall be <arried back and carried forward in
accordance with the provisions of sectlon 46(b) of the
Internal Revenue Code of 1954y as amendeds or as section
4&(bj may be renumbered or amendede

(7)) The investment credit allowed by this section is
subject to recapture as provided for in section 47 of the
Internal Revenue Code of 1954 a5 amendeds or as section 47
may be renumbered or amended.®

Section S. Chapter 520, section 4¢ Laws of 198ls s
amended to read:

®Section 4. Applicabilitys This act is applicable only
to taxable vyears beginning after Oecember 31+ 1930y~and
before~danuveary-ty~1983.%

NEM_SECTION. Section 6. Applicabilitye (11 Sections 1
and 2 are applicable +to taxable vyears beqinning after
December 31y 1962 AND DBEFORE _JANUARY 12 1283+ SECTIONS 3_AND
4 ARE__APPLICABLE IO TAXABLE YEARS DEGINING. . AFIER_DECEMBER
312 1984,

(2)__THE CARRY OYER _OF CREDITS EARNED _UNDER. 15=30-162

-11- HB 739

HB 739703

OR__12=32=123 _PRIOR._TO.JANUARY 1s 1943 _ARE HOI_AFFECTIED BY

THIS ACTae
NEW_SECTINMNg, Section Te Effective datee This act is

effective on passage and approvale

-End-
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HOUSE BItL ND. 739
INTRODUCED EY KEEWANy VINCENTs HARRINGTON»
DAILYqy QUILICIy MENAHANy DARKOs REAMs
KEMMISy SCHYEs ZABROCKIs NISBETy NILSONs

ZENGTSONs SPATSTHy SAUNDERSs NEUMAN: ATLLIAMS

A BILL FOR AN ALT  ENTITLED: AN ACT ESTABLISHING AN
IMVESTMENT CREDIT AGAINST THE INDIVIDUAL INCOME TAX AWND THE
CORPURATE LICENSE TAX FOR CERTAIN CORPORATIONS FOR TAXABLE
YEARS AEGINNING AFTER DECEHBER”JI' 19825 AMENDING SECTIONS
15-30-162 AND (5-31-123s MCAs AND CHAPTER 520, SECTION 4.

LAwS OF 1981; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE.®

BE [T EMACTED BY THFE LEGISLATURE OF THE STATE OF MONTAHNA:
Section le Section 15-30-162¢ MCAs is amended to read:
#15-30-162. Investment credits {1) There is allowed as

a3 credit against the tax imposed by 15-30-103 a percentage

of the credit allowed with respect to certain depreciable
property under section 38 of the Internal Revenue Code of

19%%, as amendeds Or as section 38 wmay be renumbered or

amzndeds Howeyeey--rehabytitation-costa-as—set-forth-under

asctfoa=ebinytattEy-of-the-interaal-Sorenve-code-of-3334y-op
aa-secttan-%StattEItf-may-—be-renpmhersd-or-spendedy-are—pot
to-he-tnetuded-tn=the-computation=ef-the-tarestment-crreaits

JOWCYESe _KEHABILITATION (0OSYS AS SET FORTH UNDER SECTION
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46(A1023(F) OF THE INTERNAL REYENUE LODE _OF 1954» Of AS
SECTICN SO{AYL2)(F) MAY BE RENUMSFRED OR_AMENDEDs ARE _NOT TQ
AE_INCLUDED IN_THE COMPUTATION OF THE INVESTMENY CHREDIT. Ihe
ceadit _is _allowed _for_ tbe _purchase and installation of
sertain_gualifisd proparty defiped by section 38 of  the
Internal _Revepue Code of 1954s as amendeds if.the propecty
meets all of the following Qualifications:z

tay-—it-war—purchased-in-Montanss

te3(A) it _wds placed ip service jn Montanai and

$e3(D) it _was _used for _the production of Montana
adjusted gross incongas

{¢) The amount of the credit allowed for the taxable
yedr is the-sum-ofs

+ay-—30% 29X 5% of the amount of credit determined
under section 46{a){2) of the Internal Revenue Lude of 1954,
as amendeds oOF as section 46{a){2) may be renumbered or
amendedy

thy--the-investment-credrt-carryovers——carried-——to--the
taxable-year-as-provided-in-subsection-¢t434-and

ter——the-—iAvestment-—credit——carrybacks—-carried-to~-the
taxabie—yoar-as-provided-for—tn-—subsestian—tite

{3) Hotwithstanding the provisions of subsection (2)»
the investment credit altowed for the taxsble year may not
exceed the-—taxpayerds—tax—+iabitity-for-the-caxapie~-yesre—in
ehe-event-the-ta*gayerls-ea*—¥+abi++ey—¥er—the-ea*ab+é--7ear

B 739
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axceeds-~>4$5v309y—the—investment—credit-may-not-exeeed—$54080
plas~588-of-the~tdn—+rabidrey—in-exerss—of--4$5¢803v~—in-~the
eases—gf--a--nushand-—and-vife-m-fite-separote-returnsy-tne
rAvesbmant - credi t-may—not—entoed-$2v503-plas~50-of-the——toxn
Fiabidiby-—in-—eneess-——of-~$2v500--unisas--the-spense-uf-the
tansayae—-hos-Ao~quatified--invesonent-~For-—and-ne-~unused
eradit— e OrPYbath--or——Carpryaver——to—-the-tanabie-year-of-the
specse—that—cads~n6bh—or-ﬂithin-th§~tunpu1er‘s—ﬁaxnb%e-~yecr
IHE _TAXBAYER®S TAX LEIABILITY FOR JHE TAXABLE YEAR OR $300s
BHITHEVER 15 LESS.

(%) If any—part-—of-—tha—iaveriment——cregit—hs——nat
apptired--againat—the——tax--3vrobitity—far—--the-tasehbeponr
bacouse-af-the-}imitations-iaposed-tinder-suhsectionviIre-the
anused-puertton—shati-pe-carritd-back-and-carried-forvard--in

.atesrdance~—with-——the——provisions~—uf-—secebon——4bthi—af—tie

ntsrnal-Revende—Gode~of-1954v~a3-~anendedy-——or-—a3-~ction
46¢8)~~may-—be—renumbered--ar~amended prouerty for shich an
iovesteeat credit s claimed is used both inside and outside
this_atates: only a . portion . of the credit is _olloweds, TIhe
credit__.must . be_  apporfiocaed. accerding . to. a fraction the
nusarator of which. ls the pusber of days during the taxable
year_the peoperty was located ie MooLaod and the dgngwinater
af _which L5 _the nuober of days duriog ihe taxable vear the

Ltaxpayer owned. the propertys Fhe invesiment credit may oe

AnulLgd__nnlx._sn__xbg__sax_.liaﬁillzx_.ni__hhg_Laxnﬂxac_uhg

-3~ H8 T39
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RuILhases and places in service tha properiv for _whica un
iowestoent . credit _is . Claimeda The credit _may not oe
allacated hetweeq spauses unless the property is msed oy a2
eartagrship Or spall busioess corpocakion of «hich fhay are
packoers _ar shareholders.

{5} The investment credit allowed by this section s
subject to recapture as proviged for in sectien 4T of the
Intarnal Revenue {ode of 19%4s as amendeds or as Section 47
may be renumbered or amended.®

Saction 2. Section 15~31-123s MCAr is amended to read:

niS5~3]1-123. [nvestment credite (1) The purpose of -this
section s to allew small businesses to take an investmont
cvedit as provided for in subsection {3) and to stimulate
capi tal investment by the sma¥) business sector.

(2) For the purpotes of this sections "smail business™
means a business that se—etigibie—to-etect—to-be-taned—ander
the-provi-siony—-ef-15-34~202 y-whether—or-not-soch~etectvon-i9
modes dogs_nat bavg:

{3l __mgce thao LU shareholdarii

tht o .ogarsen. . who is oot an jodividual (oiher L0an 3o
estate or other than a trust described in _15=31-201) s a2
shaceholders

-Lal__a_peargsident aligo as.a shaceholderi_apd

{4y _more _than one £1255. af 3Locks

{3} There is a¥lowed as -a credit against the taxes

—tym H3 739
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imposed by 15‘}1'10i' 15-31-121, and 15—3i-122 a percentage
of the credit allowed with respect to certain depreciable
pronerty under section 38 of the Internal nNevenue Code of
1954, a; amendeds or as section 38 may be renumbered or
amended. Howeysry-rohabilitation-costs_aa—set-—forth——uynder
asetionc=461a3423¢F)-pf-ehe-Internat-Revenue-€ode-of~3354y-or
pE-saetien-setay i efi-nay-he-renumberad-op—anendedy-ore—not
to-che-paginded-in=the-—computatian—of—the-investpent_credits
HOAEYERs REHABILITATION CISTS AS SEY FORTH _UNDER. SCCTION
46(A)(21LF)  OF THE INTERNAL _REVENUE CODE QF 195%. J8 AS
SILTION 44(A)L2}LF) MAY BE RENUMDERED DR AMENDEDs ARE NOT JO
ﬂE-INﬂLuéEQvlﬂ_IHE_CQHEQIAIIDH_DE_IHE_INMESIHENI_LEEDIIA Ihe
sredit is allodged _for the _purchase and installatigo__gf
certaio_ qualified .property .defined. by sectign 38 of the
intzrngl Beveoue Code of 1954, as amendeds if _the property
ngets_ull.of the following qualifications:

tai--it-was-purchassd-in-Hentanat

t23(4) it was placed in service in_Hookzoai _and

s3(2) it _was used _for .the oraduction @f Mopiana
LOCORE.

{#) The amount of the credit allowed for the taxable
yesr is the-sam-of2

tey-~30% 20 5% of the amount of credit determined
under section 45(2)(2) of the Internal Revenue Lode of 1954y

as amendedsy Or as section 46{a)(2) may be repumberzd  or

—5- He 739
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amendedy
toyr-~thew-imvertment-—credit-—carryovars-carritd-to—the

tanabie-year-as-provided-in—-subseetion—t634-and
tey-—the-+nvestment—eredit-carrybacks-~ecarpied-——to-—the

taxabie-year-as—provided-for—in—subssetion—{6d.

{5) nHotwithstanding the provisions of subsection (4}
the investment credit allowed for the taxable year may not
exceed the—to*purer‘s-tax—++abi*ity-for-the-taxaﬁ+e—rear'-fn
the-—event-the-taxpayersrs—tan—Fiabidity-for—the—taxabte—-year
enceeds-$SyBddy—-the—investment-credit-may-not—excaed-—55ydae
pias-59k-of-the-tax-fitabitity-in-excess-of-$5y008 31500.

(6) if eny--part——of-——the——investment-—-ecredit——ra—net
appl +ed-against-the——tan--}iability—Ffor--the--tanobie--yemor
because-of-the-}imttacions-inpored—ander-subsection-t5ivr—the
uAgsed--portion-shati-be-earried-back-and-corried-foarvard—in
aeesrdance—with-the——pravistons—of——section——46{by——nf-—tne
fatarpnat—Hevenne-—Code——af--1954 y—s—amendedy-or—-as-section
46fhmeaf-he—rehumbered—or-euended proparty for _which an
ipyestaeoL credil is claimed is.used beth inside and.outside
this_ states _Qoly g portion of the credit is allowed. Ina:
cradit must b2 appartioned _acgordipg .to _a _fraction. -toe
aussrater _of shich is_tha numbhec of days dueing the taxabig
year. the oropcorty #3s located jo Moptapa and tne depomipator
of _shich_is_she_nuaber of days_during the_taxable _yeac  the

taxpayer _ownegd _the propegtys. . The investment <redil way be

-6 HE2 T73%
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applicd only to _tne _tax .diability of _the taxpayer _w0e
rurclases _aod__places in seryics the property for which an
iovestnent credit (s claimeds
{7} The investment credit allowed by this section is
subject to recapture as providéd far in section 4T of the
Internal Revenue Code of 1954y as amendedy or as section 47
may be renumbered or amendede®
SCEFION-Iu--SEEFRTON-25-30=1 02y HEAv-FS-AMENDER-FO-READ:
%1 5-38-16dv—invesement——eredits——ttF-Fhere-re-olFowed
as—~a—-epedic——Aguinst——the——tox——imposed--by—-+5-36-193-—-a
pefeéntage—-ei——the——eredit——a%leued—uihn-fespeet-te-eert3+n
depreciable——properiy-—under——section--3Id——of-—-the-~internat
Revenue—-Eode-—of-—1354y—ar-amendedy-or-aa—section-I6-may-ne
refymbered-or-anendeds
ter-—fhe-amount—of-the-credit-sltowed-for-—the——taxanbie
yesr-is-the-sum-ofs
tay--36% Z20% uF;the-e-eunt—of—eredit-deeeru#ned-under
section-46tartd—of-the-Internal-Revenne—Eode--of--1954yp--ns
amendedy--ofr——as—amebion——46tartd}~—may--be~~rendmbersd--or
amendedy
tay——the-investpent-credit—earryovers—carrred——to-—thn
taxapie—yaar-as—provided-in-subsection-teys-and
ter——the--investment--credit-—carrrbacka-carricd—to—tne
texab%a—yeer—ea—pfovided—fer—+n—subseet+on-tﬁ}r

I F-—notwiehtanding—the-provesrons—of-subsection-—t24y

-1- HB 739
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the--investmane-—eredit-attoved-for-the-toxnbie—year—may-nos
encend-the—tanpayeris-tax-trabitity—for-the-taxsblte-years—-in
the-—evant—thr—tasinayesrss-tax—tinbitity-for-the-taabbe——yasre

exceeds——1459860y~the—indestment—eredit-may-not-excees-55y0889

piea-5a%-of-the-tax-1iabitity-in-excessr-of-—$5¢8035——Fn-—tn~

castmgf-mp—-husband-and-wife-who-file-suparste-returnsy-th=
+nvest-enﬁ—ered%é—-ay-net-e:eeed-§i1§aa—p¥us-Seiveﬁ-the—-tax
}ianitity——in-—ancess—-of-—$dv508--un}ess——the-spouse-of-th»
taxpayer-has-ne——quatified--investment—-for——end--no-—andsed
eredit——Carrybatit-—or—-carryover—-to-ehe-taxable-year-of-the
spavse—that-ends—with-or-within-the—tonpayeris—taxable-yeirs

t2f-—Ffany—port——of-—the——iavesement——credie——ia~--neot
upptied——against--the--tex--tirabitity--for-—the-taxapde—yo=r
peeanse-of-the—tinrtstions—inposed-under—subsection-tIyr-tne
uﬂu:ed-portion—shu}¥‘be-earréeﬂ-baeh-ﬁnd—carried*forwsfd--in
acesrdance-~with-——the--provisions——ef-—sestion-—46{thy-of-tne
fnternsi-nevenue—eode—gf-i9§#yaas-~a-endedv—-or--es——sectian
464by-may-be-renumbered-or-anendeds

3 }——Fhe——t avesement——eredit—aliowed-hy-thia—section-+is
stirjaet-to-recaptore—as—provided-for—in—teetion——4F-—of——ph=
itntermat-—Revenve-Code—of-1R54y-—a3-amendedr~or-as-section-47
mey-se-renumbered-or—amendede Howeyepy-rehabiditation--coxty
aszoasto—forsh-—uader-—aeetyon-—SbtarteytEr-cof —the-fnternal
eeresus-—Code-of- 3054y —an--as--seetion-—ttaitditEr-——may-=oe
renumhereds-or--opendedy--are--ngt--to-=pe-—inchuded-—fasthe

-8< HS 739
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computation-of —the-inyestment—credits-the-credit-ia--attawed
for--the-_purchase--and-—instatiation--of-—eartnin—quatified
pronerty—defrocd-by=-gection-38-of-the-fnternal-Revesuye--Ceode
9f=:1954y--a3-amendeds-—if--the--property-—peeta—att-of-the
fottowing-quatificationase
fak=-if-wan-oinced-in-service-in-Montanat-snd
te}-cit-was-—used-for-the-production-of-Montunn-incomex™
BECT DNt —SEEFION-35-33-223x-HMEAv- 35 - AMENDER-TE-8SADS
"t5-3i-i23z--investment-eredity---ti)y--Fhe——porpore——of
bh+3--seetion—-+s—-to—-a+}au’-ama}};-gusinesses~’eo--eske—an
tnvastment-eredi t-as-provided-for-rn-subsection—{t3y—and-~to
strmptate--capitab-—investment-by-the-smalt-pusiness-ssctors
t2}-—For—the-porposes—of-this-scetiony-2anati-business”
meana-s-bosinesy—that-is-etigibte-to-etect-to-be-taxed-tnder
the-provis+ons-af-15~31-29¢y-whether-or—not-such—election—is
medee does-not-haves
tar--meee-tiheo-iC-sharchotdergt
t2¥--a-person-uhe-is-ast-an-tadrvidust-tother—-than--on
25g3te-cof--othef-—thef-n-trust-deacrined-in-t5-3r-2833-q3zn
ahzreteider:
te¥-—a-fonrestdent-alieazns-a-gsharehotdert-and-
tdi-—more-hian-ene—chass-of-stocks
fat-~Fhere—is-atlowed-as-a-—eredit—against-—the-—tares
tmposed-—Hy-35-31-104y-35-3i-12dy-and-+5-3i-i22-e-peresntage

of-ene-eredit-attoned-with-respect-—to--cortain--depresrabte

-G He 739

10
11
12
13
14
15
133
17
12
19

20

22
Z3
24

2%

HB 0739/04%

property——under--section--38-ef-the-internat-fRevenvse—Eode-of
1954 y—as-amendedy—ar-as-section—-3g-—-may--be-—renumbered-—ar
amendeds Howeysry--rebnbititation--coaty-pa-set-forth-dander
seation=sbtariddifi-ofthe-Internal-feyenye-Code-of-$334y-or
ar-acchron-42fajteytfiomay-be-renumbsred-or-amnendedv-are-not
to-be-included-in-the-computotion-of-the-invesement=ccredits
Phezzcredie--ia-ullowed-for-the-purchase-and-pnatatbation-of
sartotn-quotitied-praperty-defingd-—hy=-sectien==38—ef-—the
internai-—fRevenve--code-of _1954y-as-amendedy-if-the-property
sects-ulizef-the-fotlowing-gquatificstionas
fai-cit-was-pigeed-in-geryiee—in-Hontenat-and
Loy-cik-waz-used-for-the-praduction-ef-Montana--incomes
tei-—fhe-~amonnt-—of-the-credri-attowed-for-the-taxabre
year—ta-the-sum—ofs
t83--30% 20% of-ehe—ameont-of—eredit——determined—tnder
seckvron—~46faltL-~of-—the-Internal —devenue—Eode—of-1354y-as
amendedy—-—or——as-—agection-~4ibtaltZy——may--he-——renumbered-—or
amendedt
tot——the-—-invesement-—eredit-——carryovera-csrried—to-the
taxeble-year-as—provided—in-sdbsection—téft-ond
ted-—tha-rAavestment-credit-earrybacks——carried-—to—-the
taxable-year-as-provided-for-in-subscction-—{t&}s
t33——HokwithitaAding-—the-pravisions—oaf-sebsectron—t{to4ty
the-rAvestment-eredit—atiawed-for—the-taxable-year——may——rot

exeeed-the—tanpaysris—tax—ifadbitity-for-the-taxable-years—in

-10=- Ha 739
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the-~svent-—the-taxpayerts—tax—trabitity-—For—the-tansote-year
sxeeeds—-35y000y-the—investnent-eredit-may-not-exceed--45vbod
plor-55%-of-the-tan—tiabitrty-rn—exenas—eof-55v006s
toy--ff-—any--part——af-~the-—investment-—credrt-—is—noc
apoiied-against-the——tax-——+iabrdity—Ffor——the-—taxsbie——yesr
beennse~af-the-imitationy-imposed-vnder—-subsectron-t5yy—the
ufnsed-—portion—shati-be-carried-batk-and-carried-ferward—in
aceordance-with-che--provistons—of--s=ceion——46¢by——of~—the
Entermat--tevenve--tCode—of—1554y—as—amendedy-or-as—seetion
45tb)i-may—be-renumbered-or-ancndedy
f??-—?he—+nvestmentjcfed§t~a4¥eued-b1—th+a——sect+on——+s
subject-—to——recapture——as-provided-for-in—section—4f-of-the
faeefna}—aevehue—Eeﬂe—oF-iQGQv-as—emendedv—of—as-seetion—~4#
may-be—renumbered-ar—amendedy®

Section 3. Chapter 520y section 4s Laws of 1981y is
amended to read:

®Section 4. Applicabilitye This act is applicable only
to taxable years beginning after December 3ly 1930y--and
before-donuary—ty-1963.%

NEW_SECTION. Section 4. Applicabilitys ti} Sections 1
and 2 are apelicable to taxable years beqinning after
ODecamber 31+ 1982 ANB-BEEARE-JANOUAR¥-ty-980x-SREFIONS-3-ANO
S=ARE_APELICABLE FH-FAKASEE-VEARS--BESINING-—4CFER-—RECENBER
317-1904%5

t2d-—FHE-—CARRY - -O¥ER-BF-EREATFI-CARNED-UNBER—F5-39-}6
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BR=-1S=3=tdI-pRIGR-Fo-JANDUARY-2v-%983-ARE-——NOF--AFEEETEO -5y
Fuis=Aps- '

MEW _SECTIONe Section 5» Effective date. This act is
effactive on passage and approvale

~End-
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