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SENATE BILL NO. 363 

INTRODUCED BY ~O.ZUREK 

IN THE SENATE 

Introduced and referred to 
Committee on Taxation. 

Fiscal Note requeated. 

Fiscal Note returned. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do paas aa 
amended. 

Correctly engrossed. 

Third reading, passed. Ayes, 
47J Noes, 2. Transmitted to 
House. 

IN THE HOUSE 

Introduced and referred to 
Committee on Ta~~tion. 

Committee recommend bill be 
concurred in as amended. 
Report adopted. 

Second reading, concurred in. 

Third readinq, concurred in. 
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~~ BILL NO• .::! t(.:J 
HITROD'JCEO BY _;;::!_':4:;~~;~:_/! __ 

..-~~.:-.::;;.= 

A BILL FOR .. N ACT ENTITLED: •AN ACT CREATING A TAX 

DEDUCTION FOR CORPORATIONS ANO SHAREHOLDERS OF ELECTING 

SMALL ~USINESS CORPORATIONS MAKING A DONATION OF A COMPUTER 

OR SIMILAR EQUIPMENT TO AN ELEMENTARY OR SECONDARY SCHOOL; 

AMENDING SECTION 15-31-II~, MCA; AND PROVIDING AN IMHEOJATE 

EFFECTIVE OATE AND AN APPLICABILITY DATE.• 

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

Section 1. Section 15-31-11.4• MCA,. is a .. ended to read: 

•15-31-114. O~ductlons allowed In computing income. In 

compoting th~ ~et income 9 tt.e follo~ing deductions shall be 

allowed fro• the gross inco~e received by such corporation 

within the year from all ~ources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and ~ropurties. including 

reaso,able allowance for salaries for personal services 

actually rend~red• subject to the limitation hereinafter 

contained• rentals or other payments requir@d to be made as 

a co~d1tion to the continued use or possession of property 

~o which the corporation has not taken or is not taking 

title or In which it has no equity. No deduction shall be 

Lt 2213/01 

1 allowed for salaries paid upon which the recipient thereof 

2 has not paid Montana state incOMe taxi provided, however, 

J that where domestic corporations are taxed on income derived 

" from without the state. salaries of officers paid in 

5 connection with securing such lnco.e shall be deductible. 

6 ( 2) (a) A 11 1 osses acto..~all y sustained and charged off 

7 ~lthin the year and not compensated oy insurance or 

6 otherwise, including a reasonable allowance for the we3r and 

9 tear and obsolescence of property used in the trade or 

10 business, such allowance to be determined according to the 

11 provisions of S@Ction 167 of the Internal Revenue Code in 

12 effect with respect to the taxable year. All elections for 

13 depreciation sMall be the sa~e as the elections made £or 

I'r federal income tax purposes. No deduction shall be dllowed 

15 for 3ny amount paid out for any bui1dingS9 per~anent 

16 iMpro~enents, or betterments made to increase the value of 

11 any property or estate9 and no deduction shall be made for 

18 any ~mount of expense of restoring property or making good 

19 the ex~austion thereof for wht~h an allowance is or has been 

20 tnade. 

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

22 taxable period a net operating lo$s deduction deter~ined 

l3 accordinq to the provisions of this subsection. The net 

24 ooer::.tinq loss ded~ction is the dggregate of net operating 

25 loss carryovers to such taxable period plus the net 
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operating loss carrybacks to such taxable period. The term 

•net ~perating less• Deans the excess of the deductions 

allow~d by this section 9 15-31-114, over the gross income 9 

with the modifications specified in (i i) of this subsection • 

If for any ta~able period beginning after uece~ber 31 9 1970• 

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

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net. operatinq loss carryo¥er to each of the fiv~ 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxabl~ period ending after 

Oece~ber 31, 1975• in addition to being a net operatinq loss 

carryback to each of the three preceding taKable periodsw 

shall oe a net operating loss carryover to each of ~he seven 

taxable periods following the taxable period of such loss. 

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

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

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

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

For ~urposes of the preceding sentance. the net inca.e for 

such ?rior taxable period shall be computed with the 

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

deter•ining th~ amount of the net operating loss deduction 

~ithout regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net inco•e so 

-3-

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

ll 

22 

23 

2't 

25 

LC 2213/01 

computdd shall not be con~idered ~o be less than zero. 

(i i) The eodificatfons referred to in (i) of this 

subsection shall be as follows: 

(At No net operating loss deduction shall be allowed• 

{~) The deduction for depletion shall not exceed th~ 

amount which would be allowable if co~puted under the cost 

•ethod. 

(C) Any net opera~ing loss carried o~er to any taxable 

ye~rs beginning after DeceMber 31, 1978t must be calculated 

under the provisions of this section effective for the 

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

loss carryoyer is filed. 

(ill) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carri~d on within the state of Montana. 

(iv) In the case of a •eryer of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merge1 corporations prior to the date of merger. In the case 

of a consolidation of corpora~ionsw the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustai~ed by the consolidated corporations prior to the date 

o¥ consolidation. 

rvt Notwi~hstanding the provisions of 15-31-531• 

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

-4-
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resulting fro~ a net operating loss carryback o~ carryover. 

(vi) The net operating loss deduction shall not be 

altn~~d with respect to taxable periods which ended on or 

befo~e Oecember 31 9 1970• but shall be allowed only with 

respect to taxable periods beginning on or after january 1, 

1'171. 

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

and 1as wells, and timber, a reasonable allowance for 

deple~ion and for depreciation of l•provements; such 

rP.asonabl~ allowance to be determined according to the 

provisions of the Internal Revenue Code in effect tor the 

taxable year. All elections made under th: Internal Revenue 

Code ~ith respect to caoitalizing or expensing eKploration 

and dev~lopment costs and Intangible drilling expenses for 

corpor3tlon license tax purposes shall be the same as the 

elections ~ade for federal income ta~ purposes• 

(~) The aMount of interest paid within the year on its 

indebtedness incurred in the opera~ion of the business fro~ 

which its incoMe is derivedi but no in~erest shall be 

allowed as a deduction if paid on an indebtedness created 

to~ t~e purchase, maintenance, or improvem@nt of property or 

for the conduct of business unless the income fro~ such 

property or business would be taxable under this part. 

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

following: 
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(i) Taxes i~posed by this part. 

(ii) Taxes assessed against local benefit$ of a kind 

tending to increase the value of the property assessed. 

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

incoMe or profits imposed by autnority of the governeent of 

the Uhited States. 

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

or •e~sured by net income or profits. 

(b) Ta•es deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532 9 paid within the year. 

(7) Thdt portion of an energy-related investaent 

allowed as a deduction under 15-32-103. 

(3) (a) Except as provided in subsection (b)~ 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal ~evenue Code, as 

amended. 

(b) The public service coMmission shall not allow in 

the r~te base of a r~gulat@d corporation the inclusion of 

contr-i out ions ~r,ade under- this subsection. 

i2l __ Ib~~~l~e~_oo~_tg_~~e~d-JQJ_o~be_ta&Wdyer•s net 

io~OW~L-Of-~-'OWPU~eL-OL-O~beL--~PDi~~~a~a__t~boQ!gg~Ql 

eoulom~ot-oL-dPPaLa~us_aooatetl_to_ao_elemeo~L~QL-~ooaaC¥ 

-6-



1 

2 

3 

4 

5 

6 

T 

8 

q 

10 

ll 

12 

13 

14 

15 

LC 2213/01 

~~bQQ!_lQ~4~-io Moptana_l!£ 
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~~baogL.L!IL-mooe¥~beL-p£QR>:£tX£-oL-~£~~e~-aoa 

Lll.l--.tbe-talUl~~ailtu--fJ:.am_~e--llllDelO--il--l!Litteo 

llatll•eo.t __ a:;JIIU:~Uog __ tlaL~ll-UU-aDil....lll~llllll~L~ 

o.tliQettX-tiLll-~-ln~~~~£DaQ~!I-¥Ltb-tbL.-DLII~lDD~--liL-Lkl 

aoli_L~l-of-tbl1-~b~~gp_ii!a• 

~f~-S~IlOUa Section z. Small business corpu~ation 

deduction for donation of co~puter equipaent to schools. 

A s~all business corporation electing to be taxed under the 

16 provisions of 15-31-202 is allowed a deductton equal to the 

17 valuey not to exceed 30% of the small business corporat;on•s 

18 

19 

net income. of 

technological 

a computer 

equipment or 

or other sophisticated 

apparatus donated to an 

ZO ele~~e-ntary or secondary school located in P1ontana if: 

Zl 

Z2 

(lt the contribution is aade no later than Z years 

after th& manufacture of the donated property is 

23 subst3ntially completed; 

24 (2) the original use of the donated property is in the 

25 donee; 
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( 3) the property Is not transferred by the donee in 

e)C.C"'td.,ge for ~noney., other property., or services; rtnd 

(~) th~ electing small business corporation receives 

from the donee a written statement representing that the use 

and disposition of the property will be in accord~nce with 

the provisions ot subsections (2) and (3)• 

~fH_SftllO~a Section 3. Codification instru-ction. 

s~ction 2 is Jnt.ended to be codified as an integral part of 

Title )5., chaoter 30r and the provisions of Title lS, 

chapt~r 30• apply to section 2. 

1:W-~1D~a Section ~. Effective date 

applicability. This act is e£fective on passage and dpproval 

and ~P?l ies to taxable years beginning after December 31• 

I9e2. 

-End-
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STATE OF MONTANA 
REQUEST NO. __ 33_9_-_8_3_ 

FISCAL NOTE 

Form BD·/5 

In compliance with a written request received _.::F.::e:..:b:..:r:..:u:..:a:.:r~y'---'7-'''---, 19 ~,there is hereby submitted a Fiscal Note 

for _S_e_n_a_t_e_B_~_-1_1_3_6_3 _____ pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCA). 

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

of the Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 363, creates a tax deduction for corporations and shareholders of electing 
small business corporations making a donation of a computer or similar equipment to 
an elementary or secondary school; and provides an imme·diate effective date and an 
applicability date. 

FISCAL IMPACT: 

The fiscal impact of cannot be estimated because there is no way of determining how 
many corporations would donate computer equipment. 

FISCAL NOTE 12:P/l 

BUDGET DIRECTOR 

Office of Budget and Program Planning 

Date: L · \ \ - f J 



48th Legislature SB 0363/02 

2 

3 

4 

5 

b 

1 

A 

9 

1a 

11 

lZ 

l3 

14 

15 

16 

17 

1B 

10 

20 

21 

l2 

23 

2't 

25 

Approved by committee· 
on Taxation 

SENATE Bill NO. 363 

INTRODUCED BY MAZUREK 

A BILL FOR AN ACT ENTITLED: •AN ACT CREATING A TAX 

DEDUCTION FOR CORPORATIONS AND SHAR~HOLDERS OF ELECTING 

S~HL :lUSI~ESS CORPORATIONS MAKING A DONATION OF A COMPUTER 

OR SIMILAR EQUIP~fNT TO AN ELEI~ENTARY OR SECONDARY SCHOOL; 

AMENDI~G SECTION 15-31-114t HCA; ANQ PROVIDING AN IMMEDIATE 

EFFf.CT!VE DATE AND AN APPLICABILITY DATE.• 

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

~ection 1. Section 15-31-ll4t MCAt is amended to read: 

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

computing the net inco~e, the following deductions shall be 

allowed from the gross income received by such corporation 

withi~ the year from all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taMable year in the maintenance and 

operdtion of its business and properties, including 

redsonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contailledt ren·tals or other pay11ents required to he made as 

d condition to the continued use or possession of property 

to which the corporation has not taken or is not takinq 

tltle or in which it has nr e1uity. No deduction shall be 
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allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income ta~; provided, however, 

that where domestic corporations are taxed on income derived 

from ftithout the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

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

Nithi.1 th£! year and not compensated by insurance or 

other~iset including a reasonable alloMance for the wear and 

tear dOd obsolescence of property used in the trade or 

business, such allowance to be determined according to the 

pro~isions of section 1&7 of the Internal Revenue Code in 

effect with respect to the taxable year. All elections for 

de 1)r~ci at ion shall be the same as the elections made for 

federal income ta)( purposes. No deduction shall be allowed 

for ::wy amount paid out for any buildings, permanent 

impro~~ments, or bett~rments made tc increase the value of 

any property or estate. an~~ no deduction shall be made for 

any 3m3unt of expense of restoring prop~rty or making good 

the exhaustion thereof for which an allo~ance is or has oeen 

ii1ade. 

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

ta)(~ble period ~ net ooerating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the 1ggregate of net operating 

l os.s carryovers to such taxable periorl plus the net 

-2- Sk 363 
SECOND R E A D I N G 
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operdting loss carrybacks to such taxable period. The term 

wnet operating loss" •eans the excess of the deductions 

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

with tne ~odifications specified in (I i) of this subsection. 

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

a net operating loss is sustained, such loss s~all be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

ta.xable periods f-ollowing the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31 9 1975, In addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

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

taxable periods following the taxable period of such loss. 

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

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

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

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

for ourposes of the preceding sentence~ the net income for 

such yrior taxable period shall be computed with the 

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

determining the amount of the net operating loss deduction 

without regard to the net oper~.t,Jng loss for the loss period 

or any taxable period thereaft•r• and the net income so 

-3- SB 363 
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computad shall not be considered to be less than zero. 

(i i) The modifications referred to in (i) of this 

subsection shall be as follows: 

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

(3) The deduction for depletion shall not exceed the 

amount which ~ould be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxabl~ 

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 operqting 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowe~ 

only ~ith regard to losses attributable to th~ business 

carried on within the state of ~ontana. 

(iY) In the case of a merger of corporations. t.hP 

surviving corporation shall not be allowed a net operatinq 

loss deduction for net operating losses sustained by the 

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

of a c~nsolidation of corporations. the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustaiaed by the consolidated corporations prior to the date 

of consolidation. 

(vJ Notwithstanding the provisions of 15-31-531~ 

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

-4- SB 363 
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resulting fro~ a net operating loss carryback or carryover. 

(~i) The net operating loss deduction shall not be 

allow~d with respect to taxable periods which 9nded on or 

bPfore December 31 1 1970, but shall be allowed only with 

resnect to taxable periods beginning on or after January 1, 

1971. 

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

and nas wells, and timber. a reasonable allowance for 

depletion and for depreciation of improvements; such 

reason7ble allowance to he de~ermlned according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections ma~e under the Internal Revenue 

Code ~ith respect to capitalizing or expe~sing exploration 

and dev~lopme~t costs and intangible drilling expenses For 

corporation license tax purposes shall be the same as the 

electi~ns made for federal income tax purposes. 

(~) The amount of interest paio within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no inter~st shall be 

allnw~a as a deduction if paid on an indebtedness cr~ated 

for t'le purchase, maintenance, or improvement of property or 

for t,e conduct of business unless the income from such 

property or business would be taxable under this purt. 

( 5) (a) T.axes paid )fithin the year except the 

fell ow i nq: 

-5- SB 363 
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(i) Taxes imposed by this part. 

(il) Taxes assessed against local benefits of a kind 

tendi~g to increase the value of the p~operty assessed. 

(ill) Taxes on o~ according to or measured by net 

income or profit5 imposed by authority of the government of 

the u,ited States. 

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

or measured by net Income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes Imposed by any county, school 

district, or municipality of this state. 

(C) Light vehicle license fees. as 

61-3-~32, paid wi~hin the year. 

provided by 

(7) Thdt portion of an energy-reldted investment 

allo~ed as a deduction under 15-32-103. 

{ ~, (a) Except as provided in subsection (b). 

charituble contributions and qifts that qualify for 

deduction under section 1?0 of the Internal ~evenue Code, as 

a~enjeo. 

(Dt The public service commission shall not allow in 

tha r~te base of a ~egulatej corporation the inclusion of 

contributions made under this subsection. 

i1l--fbc la--~~fU--llE--ItiE--llEllU~I~O~--A~L~--U~~B 

iU6SE~IlQij __ Lal~--I~E--IAXLAYEB--~Al--llfDU~I-IUE-EAIE-~ARKEI 

~~1~~~-nat-tn_e~~e~a-~~-nf_tb~~~~~eL!s_n~t-L~~-nf _ _a 

_,_ 
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~mp~~s; __ gc__gt~c_~abi~Lkat~-te~boaln~l~~~ot-QL 

~U11.1.S. J.!illlllllflLflll!.JJiLII!lil!-Il!L!;ll!lfl.!IU <11WiiUJ1..1.o 1H1 A 

fWILJ.l; lllllll!efl!.a.l:l(£ ~~~ .s.~andac~----OR----ALtRfQJ.IfD 

fD~I=~~tlllllllARI .s.~baal-la~atll<1-i~ggtaoa_lf~ 

Lal-..1.bL-s:ggttibl.l1llm-.l~ill1ll..llll.J.ilUC..1.baa i! i l!liii.Uo 

aftBL--tbll--maOI.Ifa~ti.ICII---nf ___ tbll ___ gaoatlla ___ QLP~ctl!---l.s. 

.s.~.~~uotiallx_~amPiatll<ll 

t~tbt:~ct!ltocl:uao:~~f:t~=~otc~:~~co~~±a:±o:t~ 

dcallltt 

te1~l-..1.bll_ps;~ctX-i.s._aQt_tcaa.s.tllccag_bx-tbli-QQollll-in 

~~~~baa~e-faL-muD!IX£-atbaL-Qs:naect~-uc_.s.e~is:~_aa<l 

t~1Ltl--tb!l--ta&OaxaL-Le~ll~ll.5. £eoa:tb::~oaltll ~Lltt&a 

.s.tatal!eot E&WLit!LQatlffJ.ti_Jall:fl!;l:f_Ilif_lllll:i.Ef..Ali&ffS..IlL4tllfl 

Il!E-E&QfERLL-Atill CliRCII.S.llot1n~t~t-tbli-I.I.S.ll--ao~~l~IUI 

aLtla-llCtlP~IdlLilll-ilLJI~o.ulaas:ll_ltlt;b-l.bli-PCU.d..s.lan.s._Jlt 

Lbl aa~tltt af_tbi.s.-il.lh.s.~~s:tlao_~· 

fllflal_iftllaMa Section 2. Small bus,iness corporation 

deduction for donation of computer equipment to schools. 

A sma11 business corporation electing to be taxeO under the 

provisions of lS-31-202 IS allowed a deduction equal to the 

EAlB-!6&Afi value• not to e~ceed 30% of the small business 

corporation•s net ira come, of a comput~r or other 

sophisticated t~chnological equipment or apparatus ~I~ED 

fQR_Uif_WII~-!;D~EUIEB donated to e" A-fUaL!t elementary£ 

&r seoondarya-QR-AttRfQIIfQ PO~U~DABX school located In 
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Monta'l a if: 

(lJ the contribution is made no later than~ 5. yP.~rs 

aft~r the manufacture of the rtonated property ; s 

substantially completed; 

f~t--the-or~g+fte+-~~e-of-ehe-defte~eft-pre~erty-+s-+~-~he 

fte .... ee"t 

t~tLZ! the property is not transferred by the donee in 

e~cha1ge for money, other property~ or services; 8~d 

f'otLJl the electing small business corporation 

receiv~s ~~em-the-dofte@ a written stdtement ER~--Itlf--~~f 

l~--~l~_II:ff__llll~ff--AkRffi_-IQ__AttECI--I~E--CRQffBir_AUO 

..-~presenting that the use· and disposition of the property 

will ~e in accordance with the provisions of ~~8~ee~•e~~-tet 

s"e-t3t• Sl.!D~ti.Lllh-LZll-A~ 

Lil--Il!E__QfQUtiJ.llfli __ ALLlllalfll-~-ItiJ.S-Sf~Q~-lU-Lifl.! 

~f-Il!f_QfQl.!tillllli--ALLOialfll--U~fB--li:JQ~l--EUR--ttiABli'aL£ 

tlllUaiilUillllllia 

~~-SftiiU~ Section 3. Codification instruction ... 

Section 2 Is Intended to be codified as an integral part of 

Title 15~ chapter 30, and the provisions of Title 15• 

chapt~r 30, apply to section 2. 

~f~_Sf!;!lQ~£ Section 4• Effective date 

applicability. This act is effective on passage and approv~l 

and ~pplies to taxable years beginning after December 31• 

1982. 

-End-
-8- SB 363 
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SENATE BILL NO. 363 

INTRODUCED BY MAZUREK 

A BILL FOR AN ACT ENTITLED: •AN ACT CREATING A TAX 

DEDUCTION FOR CORPORATIONS AND SHAREHOLDERS OF ELECTING 

SHALL BUSINESS CORPORATIONS MAKING A DONATION OF A COMPUTER 

DR SIHILAR EQUIPHENT TO AN ELEMENTARY& BR SECONOARY&-QB 

6£kafDll~O PQSTSECD~ SCHOOL; AMENDING SECTION 15-31-11•• 

HCAi AND PROVIDING AN IH~EDIATE EFFECTIVE DATE AND AN 

APPLICABILITY DATEo• 

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

Section 1. Section 1S-31-114r MCA, is amended to read: 

•15-31-11~. Deductions allowed in computing incoMe• In 

coaputing the net income. the following deductions shall be 

~lloWP.d from the gross income received by such corporation 

w i thi.'l the year fro~n all sources: 

( 1) A 11 the ordinary and necessary expenses paid or 

incurred during the taxable year In the maintenance and 

operation of' Its business and properties, includln9 

reasonable allowance for salaries for personal service• 

actually rendered, subject to the limitation hereinafter 

contained• rentals or other pay~ents required to be made a• 

a condition to the continued use or possession of property 

to which the corporation has not taken or Is not taking 
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title or In which it has no equity. No deduction shall be 

allow9d for salaries paid upon which the recipient thereof 

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

that where domestic corporations are taxed on inco•e derived 

from without the state, salaries of officers paid in 

connection with securing such lncoee shall be deductible. 

(2) (a) All losses actually sustained and charged ot'f 

within the year and not compensated by Insurance or 

otherwise, including a reasonable allo~ance for the wear and 

tPar and obsolescence of property used In the trade or 

buslnessr such allowance to be deter•ined according to the 

provisions of section 167 of the Internal Revenue Code In 

effect with respect to the taxable year. All elections for 

depreci.:~t-lon shall be the same as the elections •ade for 

federal income tax purposes. No deduction shall be allowed 

for any aMount paid out for any buildings, permanent 

improvements, or betterments made to increase the value of 

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

any amount of expense of restoring property or aaktng good 

the exhaustion thereof for which an allowance Is or has been 

IDa de. 

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

taxable period a net operating loss deduction detereined 

accordin9 to the provisions of this subsection. The net 

operating loss deduction Is the aggregate of net operating 

-2- SB 363 
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loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

•nat operating loss" means the excess of the deductions 

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

with the aodificatlons specl~fed in (IJJ of this subsection. 

If for any taxable period beginning after Dece~er 31, 1970, 

a net operating loss is sustalnedt such loss shall be a net 

operating 1 ass carryback to each of the three taxabl-e 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the Ylve 

taxable periods following the taxable period of such toss. A 

net operating loss for any taxable period ending after 

Dece~er 31• 1975, In addition to being a net operating loss 

carryback to each of the three preceding taxable perlodst 

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

taxable periods following the taxable period of such loss. 

The po~tion of such loss which shall be carried to each of 

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

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

of the ~rior taxable periods to which such loss was carried• 

For purposes of the preceding sentance, the net inco.e for 

such prior taxable period shall be computed with the 

.odlflcatlons speclflad in (II)(B) of this subsection and by 

detBreining the aeount of the net operatfog loss deduction 

without regard to the net operating loss for the loss period 
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or any ~axable period thereafter, and the net income so 

co•putad shall not be considered to be less than zero. 

(ii) The •odifications referred to in (i) of this 

subsection shall be as follows: 

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

(S) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

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

years beginning after Oece•ber 31 9 1978• must be calculated 

under the provisions of this section effective for the 

taxable year for which the retu>n claimiR9 the net operating 

loss carryover is filed. 

(ill) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

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

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corpora~ions prior to the date of merger. In the case 

of a consolidation of corporations. the new corporate entity 

shall not be allowed a deduction ~or net operating losses 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) Notwithstanding the prov~slons of 15-31-531, 

-4- SB 363 
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interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss carryback or carryover. 

(vi) The net operating loss ded~ctlon shall not be 

allowed with respect to taxable periods which ended on or 

befor~ December 31 9 1910, but shall be allowed only with 

respect to taxable periods beginning on or after ~anuary 1 9 

1971. 

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

and gas 

depletion 

reasonable 

wells, and ti•ber, a reasonable allowance for 

and for deprer.iation of improvements; such 

allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. •11 elections made under the Internal Revenue 

Code wi~h respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal lnco•e tax purposes. 

(4) The a~ount of Interest paid within the y~ar on its 

indebtedness incurred in the operation of the business from 

which its inco11e is derived; but no interest shall be 

allowed as a deduction if paid on an_ indebtedness crea~ed 

for t;,e purchase, •alntenance, or improvement of property or 

for tha conduct of busln~ss unless the income from such 

prop~rty or busines~ would be taxable under this part. 

(5) (a) Taxes paid within the y~ar except the 
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following: 

(i) Taxes imposed by this part. 

(i it Taxes assessed against local benefits of a kind 

tending to Increase the value of ~he property assessed. 

(iii) Taxes on or according to or •easured by net 

Income or profits Imposed by authority of the govern.ent of 

the Unfted States. 

( f V) ·Taxes i11posed by any other state or country upon 

or measured by net lnca.e or profits. 

(b) Taxes deductible under this part shall be 

construed to inelude taxes l•posed by any county, school 

district. or aunicipality of this state. 

(&I Light vehicle license fees, as provided by 

61-3-532 9 paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8) (a) Except as provided in subsection (bJ• 

charitable contributions and gifts that qualify for 

deduction Under section 170 of the Internal Revenue Code, as 

am~nded. 

{b) The public service commission shall not allow in 

the rate base of a regulated corporation the inclusion of 

contributions made under this subsection. 

L2l--fbc llL-UflL-OLJII.E_DfWII:IlO!L.-ALLllMfli-..!OOl.U 

~~~l~llll~--LeLL-Illf--IAlfAIE&-~!X--DfWI'I~-EAl&-alal~ 
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.alu.&J._oot ;eo exceed 30% gf the t.ua.~~.uc~~e· of a 

~a.t-.-W:-lltll&c sgqhisticaUJ;I~gglolUs;ti..equlpwent w:: 

slQIIUit.tllli I NIENDEO FOB !!S.f..llliti.It!L~UlER dQQi!tftd tQ lUI A 

euJlU.t el.aaeotau.r. SIX: ~iii:JU,-..li!L-_.U::J:BFDIIEQ 

fll.U::!il;tlllilll.61!.l ~~lUl.LJ,Qs;.;tt&JL.ln tlgptapa If; 

llft!l£.._t.bll MQII;fa~-Pf_;-t.bL-.~d- grQperty _ll 

UIIUiiDt.iall.¥-t;~;~~dJ. 

t~il*nof:uae-ot:sbc-daaAtBd-,rao•ztt-+a=ta:thll 

ClllaaU 

tct(Bl the grope(t¥ 11 no( tcansfecred b¥ the dqnge In 

~aogLfgr "009¥• AthftL-Q.t.QRIJ:t.¥• or sar~h;e.~~ 

llilt.U.ttJt fll.lllLTHf QO!!EF IN lft!U.tf TilE QO!!EF lli&UL!!L.U::Ufi 

IU£_£&Q£f&Il-AHQ £&presentlgg_*nit the usa a~ dllposltloo 

~tbc_propertr will-be-in apcord~-Mitb_lbe proyisjgns of 

LIU llllCtU oL.tblL.aulaltr.t.ilm-.Ula • 

~11-S~~& Section 2. S•all business corporation 

deduction for donation G~ computer equipment to schools. 

A s~ll business corporation electing to be taxed under the 

provisions of 15-31-202 is allowed a deduction equal to the 

fAlB-B!BKfl value. not to exceed 30~ of the saall buslnesl 

corporation•s net incoae, of a computer or other 

sophisticated technological equipment or apparatus ~HDJI 

fQ&_llSE..lll.IUiiL.t!ll!EUIU donated to "" .L.I!liiiL:lt. ele-ntar'.t 
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o~ secondary.r._C&-A~~I~~Eta«DA&l school located in 

Mont:a:-.a if't 

11) the contribution is ~ade no later than~~ years 

after the manufacture of the do ... a ted property i 5 

subst~ntially completed; 

t~-~h&-er+g+fta•-n~e-eF-~he-~ene~ee-~reper~y-+•-+"-~ft@ 

de~~ 

t~tLZl the property Is not transferred by the donee in 

exchange for money9 other property, or services; and 

~tLll the electing ••all business corporation 

receH,es #re11-1:f'le-denee a writ ten stateMent fBQJL_JHF QQMff 

IU--Wj~ Tij~ QCNEf ·~-ID--A~ei THE PBOPERIX_AHQ 

representing that the use anJ disposition of the property 

will be in accordance wfth the provisions of s~hsee~+en,-f~t 

end-f3tw SUBSECTICN !ZJ;-AMQ 

L!tl...~llillll.tllliU-ALL.IJllfJLllLiill.Llll;UCN I$ IN U£11 

QE_IUf_QECU,TICN AI!OKEQ__UNQI;&- 15-30-121 ECB Cij+RIT68!E 

tmaiUQUTlCNS. 

H~ SECIIQMa Sec~ion 3. Codification I ns~ruct ion. 

Section 2 is intended to be codified as an Integral part of 

Title 15~ chapter 30 9 and the provisions of Title 15, 

chapter 30, apply to section z. 

~EM SEtiiONa Section 4• Effective date 

applicability. This act Is effective on passage and approval 

and applies to taxable years beginning after Oece•ber 3lt 

-a- SB 363 
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HOUSE TAXATION COMMITTEE 
AMENDMENTS TO SB 363, THIRD READING COPY, BLUE 
MARCH 22, 1983 

l. Page 7, lines 3 and 4. 
Following: "an" on line 3 
Strike: line3 through "PUBLIC'' on line 4 
Insert: "an" 

2. Page 7, line 25. 
Following: "an" 
Strike: "A PUBLIC" 
Insert: "an" 

AND AS AMENDED 
BE CONCURRED IN 
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SENATE BILL NOo 363 

INTRODUCED BY ~AZUREK 

A BILL FOR AN ACT ENTITLED: •AN ACT CREATING A TAX 

DEDUCTION FOR CORPORATIONS AND SHAREHOLDERS Of ELECTING 

SMALL BUSINESS C~PORATIONS MAKING A DONATION Of A COMPUTER 

OR SIMILAR EQUIPMENT TO A~ ELEMENTARY£ 9R SECONDARY£-Da 

Att&fUliEQ_fQ1!SftQ~U&&l SCHOOL; AMENDING SfCTION 15-31-114• 

HCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND AN 

APPLICABILITY DATEo• 

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

Section 1. Section 15-31-114, ~CA, is amended to read: 

•15-31-114· Deductions allowed in co•putlng inco•e• In 

co•puting the net incoeet the followlnq deductions shall be 

allowed fro• the gross income received by such corporation 

·,tthin the year fro• all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

oper-ation of lt5 business and properties, including 

r~asonable atlowanc~ for salaries for personal services 

actually rendered. subject to the ll•itatlon hereinafter 

contained• rentals or oth~r pay~nts required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not takinQ 
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title or fn which it has no equity• No deduction shall be 

allowed ~or salaries paid upon which the recipient thereof 

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

that where dofiestic 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) All 

within the year 

losses actually sustained and charged off 

and not co•pensated by insurance or 

otherwiset Including a reasonable allowance for the wear and 

tear and obsolescence of property used In the trade or 

business. such allowance to be determined according to the 

provisions of section 167 of the Internal Revenue Code in 

effect with resoect to the taxable year. All elections for 

depreciation shall be the same ~s the elections ~ade for 

federal income tax purposes. No deduction shall be allowed 

for ~nv amount paid out for any buildings, per~anent 

impro~e~entst or betterments made to Increase the value of 

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

any amount of expense of restoring property or naking good 

the ~xhaustion thereof for which an allowance is or has been 

made. 

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

taxable period a net operating loss deduction determined 

accor~ing to th~ provisions of this subsection. The net 

operatinq loss deduction is the aggregate of net operating 

-2- SB 36l 
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loss carryovt!rs to such taxable period plus the net 

operating loss carrybacks to sUch taxable period. The term 

•net operating lossM means the excess of the deductions 

allowg.d by this section., 15-31-ll't• ov-er the gross income? 

with the BadifJcations specified In (ii) of this subsection. 

If for any taxable period beginning after Oece~er 31~ 1970. 

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

operating loss carryback to each of the three taxable 

periods precedinq the taxable peri"od of such loss and shall 

be a net: operating loss ca.rryover to each of the five 

taxable perl-ods following the taxable period ot such loss. A 

net operating loss for any taxable period ending after 

Deceaber 3lt 1975, in addition to being a net operating loss 

carry~ack to eac·h of the three preceding taxable periods,. 

shall De a net op-e-rat.fn-g los-s carryover to each of the seven 

taxablE! periods following the taxable period of such loss. 

The portion of such los-s which Shall be carried to each of' 

the other takable years shall be the excess,. if any, of the 

amoun~ of such loss over the su• of ~he net income for each 

of th~ prior taxable periods to which such lo-ss was catried. 

For purposes of the preceding sen·te-nce,. the net lncoJDe for 

such prior taxable period shall be co~t~pu·t-ed with the 

modifications specifUu:l in (tf ~(B} of this subsection and by 

detarmi ni ng the a111ount. o~ the net ope:rat i nq 1 oss deduction 

without t"egard t:o the net ope rat i'n(J lOss for t:he 1 oss period 
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or any ta~abJe periOd ~hereafter, and the ne~ inco~e so 

computed shall no~ be considered to be less than zero. 

(ii) The ~odificatlons referred to in (i) of this 

subsection shall he as follows: 

(A) No net opP.ratlnq loss deduction shall be all~wed. 

(R) The deduction for depletion shall not e~ceed the 

amount which ~ould be allowable if computed under the cost 

method. 

fCJ Any net operating loss carried over to any tax~ble 

y~ars beqinnlnq after December 31, 1978, •ust be calccfated 

unfjer the provisions of this section effective Fo'r thl!! 

taxable year for which the return cl al•i ng the net. operati 1'\q 

loss carryover is filed. 

(Iii) A net operating loss deduction shall be allotited 

only with regard to losses at.trlbutable to the business 

carried on within the state of Montana. 

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

sur vi Y i ng corporat_J on shall not be all owed a net operati nq 

loss deduction for net operatJn9 losses sustained by the 

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

of a consolidation of corporations. the new corporate entity 

shall not be allowed a deduction for net operating los$:1!os 

sustained by the consolidated corporations prior to the date 

of consolidation. 

(v) ~otwlthstandlng thi> provisions of 15-31'-511•' 

-4- Slf jt>1 
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Interest shall no~ be paid with respect to a re~und of tax 

r9sulting from a n~t operating loss carryback or carryover. 

(vJ) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

b~fore December 3lw 1970• but shall be allowed only with 

reospect to taxable periOds beg1nnJn9 on or after January l• 

1971. 

(31 

and ')as 

depletion 

rC!'asoo-able 

In the case of •lnes, other natural deposits• oil 

wells, and ti•ber• a reasonable allowance for 

and for 

allowance 

depreciation of laprove.ants; 

to be determined according 

such 

provisions of the In~ernal Revenue Code in effect 

to the 

for the 

taxable year. All elections made under the Internal Revenue 

Code •ith respect to capitalizing or expensing explo~ation 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the saee as the 

elections made for federal inco.e tax purposes. 

t•J The a~ount of interest paid within the year on its 

indP.btedness incurred in the operation of the business fro~ 

which its income is derived; but no interest shall be 

allo~~d as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or iMproveMent of property or 

for the conduct of business unless the income from such 

p~opert, or business would be ta~able under this part. 

(5) (a) Ta~es paid within the year e~cept the 
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following: 

(I) Taxes l~posed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the proper~y assessed. 

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

income or proFits imposed by authority of the government of 

the United States. 

(iY) TaKes i•posed by any other state or country upon 

or •easured by net Income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(b) Light vehicle license tees9 as provided by 

61-3-5329 paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8) (a) Except as provided in subsection (b) 9 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code 9 as 

amendeO. 

(bJ The public service commission shall not allow in 

the r3te base of a regulated corpordtion the inclusion of 

contributions mad~ under this subsection. 

L~l--fb~ IH--~fU __ CE--IH~-DfCULIIU~-ALL~-UUUfB 

~U6SfLIID~--L41~--IH~-IAJf!lf& __ ~--DfDU'l-IHE-EAI&-HA&l~ 
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~alu~•-DQl-~~~a~t&d~Ql~f-tb~a~~&L!~l~~_at__a 

~llUIIII.lte..L-QL._.nQU~I!IIbllili~ll~-t.W~ULIIIIU i. pmgpt oc 

llllllliU:tus llllfljJl~_fllB...IJ.lifJU!ll.JJiL.C.Jl!lfiiUI! ~-tll aa A 

l!llfll:lf 4jl el~:tu¥£ u :;~godaQ...___ll&.._.K.c.&~ 

fllUSfi;!iltllaBY ~GaLlJit.llt.IUI-liL.lblot~oa if; 

;: :0 l<28Lii 

ilft.U-.-t.b<l--llllliULl~tW:L--Pf tblL.--~IId__g.cgjUI.dx.,_-l.li 

.:iUbli:tilotlal~lliiPlU&IU. 

t."=~azqtaof:::IIU:fl£::~su:apu~a=i:Jr~ 

doalllu 

ti:U»L..tJul_g~QII&Lt..¥-U-llill-t.ulurt!IU.!Id by !:.M dao51e j n 

llat;;boollll..fliJ:_IIQOQ.a-'ltllliC prOQCn¥£-ll~l".lfl c;es; aDd 

t111UU-..tbL_tuJW!~~~;_,tGIWcu fl:llll:lltlc-Mue Ll!r.ilUo 

litllt.euo:t EBllll-Illf-llll!IU.JILIW~f OON~f AliiULlll...4.c.llfl 

Itif-faQffBIY~ caar•stnt.log_~~-Uii&-~~1!lillo 

of-~~-~~~~enx_¥il!_ba_io_ll~ar4anre~t.D-t.l>e~1!Poi-Qf 

.LbJ. lllld::tU oL:tblli-liUQU~tjjln .L!ll&• 

NfH SECIJD~a Section 2. Small business corporation 

d~duction for donation of coqputer equip.ant to schools. 

A sMall business corporatiQn electing to be taxed under the 

provisions of 15-31-202 is allowed a deduction equal to the 

f!lB-~Al£fl value. not to excee~ 30% of the small business 

corporation•s net inco•e, of a coaputer ar other 

sophisticated technological eQuip-.At or apparatus lal~~ 

fO~~~f--~llll-_lijf ~n~eutEB dgnated to aft •--eijat~ Ati 
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ele.entarya Gr secondacya_QB_6~IfQ_~~QUQ!&Y school 

locat~d in Montana if: 

(1) the contribution is ~ade no later than r ~ yea~s 

aftPr the manufactu.re of the donated property is 

substantially c~pleted; 

t~t--~he-~~+~+~A~-tt~e-e~-~~~-do"s~@d-pr~pe~ty-~~-~"-~ftP. 

de"ee~ 

t~tLZl the property is not transferred by the donee in 

ex<hange for money 9 other property, or services; end 

t'rt .LlJ. t:he electing s...a11 business c.orpot Jt ion 

receives f....,._--'l:he-donee a wr i t:t;en statelttint EB.-W1-lb.f.~~ 

lN_Wtil~H--IHf-~f--AG~~--ID--At,fel__LUE f&OfE~IX ANJl 

representfnq that the use and disposition of the property 

will be in accordance with the provisions of ~ob~ee~+~"~-tet 

a~te-t3t., liWIUOlQfii...LZ.ll-A!Ill 

iil--IUf-DEQIIc;llQIII_6LL~l!LlUl~ liECliQtt_!S IN ~IE~ 

Jlf__ll!t; __ llflllll:Il~-..AllO.IWl-ll!l.llfB_~::lii:.LZl-ElllWJlAIUIAJI.L£ 

k!ll!IIIUIIUU~h 

~EW-iftllUba Section 3. Codi~ication inst,-uct i oo. 

Section 2 is intended to be codified as an integral part of 

Title 15• chapter 30, and the provisions of Title 15, 

chaotar 30• apply to section z. 

~~~-lifl;llQI!Ia Section 4. Effective date 

appl;cability. This act is effective on passaqe and approval 

and a::Jpl ies to t.auc,a_ble years. beginntn.q ~'ft..Jr Decflal)er 31,. 
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