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1 e BILL NO. FE7 1 allowsd for salaries paid upon which the recipient thereof
2 INFRODUCED BY z _. 2 has not paid Montana state income tax; provideds howevery
3 “ 3 that where domestic corporations are taxed on income derived
4 A BILL FOR AN ACT ENTITLED: ®AN ACT CREATING A TAX 4 from without the state. salaries of officers paid in
5 DEDUCTEON FOR CORPORATIONS AND SHAREHOLBERS OF ELECTING s commection with securing such income shall be deductible.

& SMALL SUSINESS CORPCRATIONS MAKING A DONATION OF A COMPUTER [ {2) (3} A1l 1losses actually sustained and charged off
7 OR SIMILAR EQUIPMENT TO AN ELEMENTARY OR SECONDARY SCHOOL; T within the year and not compensated by insurance or
8 AMENDING SECTION 15-31-114%y MCA: AND PROVIDING AN IMMEDIATE a otherwisey including a reasonable alleowance %gr the wear and
o EFFECTIVE DATE AND AN APPLICABILITY DATE."™ 9 tear and obsolescence of property used in the trade or
10 10 businessy such allowance to be determined according to the
11 BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 11 provisions of section 167 of the Internal Revanue Code in
12 Saction 1. Section 15-31«114+ MCA, is amended to read: 12 effect with respect to the taxable yeare All elections for
13 “15-31-114. Deductions allowed in computing incomes In 13 depreciation shall be the same as the elections made for
14 computing the net income, tke foliowing deductions shall be 14 federal income tax purposess No deduction shall be allowed
15 allowed from the gross income received by such corporation 15 for any amount paid out for any buildingse permanent
16 within the year from ajll sources: 16 improvementss or betterments made to increase the value of
17 {1) A1V the ordinary and necessary expenses paid of 17 any property or estates and no deduction shall be made for
18 incurred Aduring the taxable year in the maintenance and 18 ény amount of expense of restoring property or making good
19 cperation of its business and propertiess including 19 the exhaustion thereof for which an allowance i$ or has been
20 reasonable allowance for salaries for personal services 20 mades

21 actually renderedy subject to the limitation hereinafter 21 {b} (i) }here shall be allowad as a deduction for the
22 containedy rentals or other payments required to be made as 22 taxable period a net operating loss deduction determined
23 a condition to the continued use or possession of property 23 according  to the oprovisions of this subsections The net
2% "to which the corporation has not taken or is not taking 24 vperat.ing loss deduqtion is the aggregate of net operating
25 titte or In which it has no equitye. No deduction shall be 25 1oss carryovers +to such taxable period plus the net

- IHTRODUCED BILL
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operating loss carrybacks to such taxable periods The term
*net operating lcss™ means the excess of the deductions
aTlowad by this sections 15-31-114y over the gross Iincomes
with the modifications specified in (i) 6f this subsections
If for any taxable period beginning after Vecember 31y 1970¢
a net aperating loss is sustaineds such loss shall be 3 net
operating loss carryback to each of the three taxable
periods preceding the taxable period of such loss and shalil
be a net operating loss <carryover to each of the five
taxable periods following the taxable period of such 105se A
net operating 1less for any taxable period ending after
Deceaber 31y 1975e in addition tc being a net operating loss
carryback to each of the three preceding taxable periodss
shall pe a net operating loss carryover to each of the seven
taxable periods following the taxable period of such losse
The portion of such loss which shall be carried to each of
the other taxable years shall be the excesss if anys of the
amount of such loss over tha sum of the net jncome for each
of the prior taxable periods to which such loss was carried.
Far >urposes of the preceding sentences the net income for
such 7»rior taxable period shall be computed with the
modificatiaons specified in (ii){8) of this subsection and by
determining the amount of the net operating loss deduction
without regard to the net operating Voss for the loss period

or any taxable period thereaftery and the net iIncome 350
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computed shall not be considered to pe less than Zero.

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

(A} MNo net operating loss deducticn shall be allowed.

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

{C} Any net operating loss carried over to any taxable
years beginning after December 31, 19T8¢ must be calculated
under the provisions of this section effective for the
taxable year for which the return claiming the net operating
loss carryover is Tilede

{ill) A net operating loss deduction shall be allowed
only with regard to losses attributable to the business
carrizd on within the state of Montana.

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

fv) Kotwithstanding the provisions of 15-31-531¢

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

-y -
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resulting from a net operating loss carryback or carryovere.

(vi) The pnet operating loss deduction shall npot be
ajlowed with respect to taxable periods which ended on or
before December 3ly 1970e but shall be allowed onlty with
respect to taxable periods beginning on or after January 1y
1971.

{3) In the case of minesy other natural depositss oi}
and jas wellsy, and timbery a reasonable allowance for
depletion and for depreclation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxabte vyears A)1 elections made under the Internal Révenue
Code aith respect to caoitalizing or enpensing exploration
and development costs and intangible drilling expenses for
corporation llcense tax purposes shall be the same as the
elections made for federal income tax purposese

{4) The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
allowed as a deduction if paid on an indebtedness Created
for the purchase, maintenancey or improvement of property or
for the conduct of business unless the income from such
property or business would be taxable under this parts

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

following?
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(i) Taxes imposed by this part.

(i#) Taxes assessed against local benefits of a kind
tending te increase the value of the property assessed.

(iii) Taxes on or according to or measured by net
income or profits imposed by authority of the government of
the Urited States.

{iv} Taxes imposed by any other state OF country upon
or measured by net income or profitse.

(b) Taxes deductible under this part shall be
construed to include taxes imposed by any countys school
districty or municipality of this statees

{5) Light venhicle 1license feesy as provided by
61-3-5324 paid within the year.

{7) That partion 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 ievenue Codey as
amended.

(b) The public service commission shall not allow in
trhe rste base of a regulated corporation the inclusion of
contrioutions made under this subsections

£2)__Ibs yalues not_tg exceed. 30X.of Lhe taxugdyer's pst
incomes_of_3_gomputer of gtber _sgphisticated fechoglogical

egquipnz2pt or apparatus._donated te 2o elamentary gF_secendacry

-
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school _lecated io Mpotana if:

ial__the _copiribution. is_ made _pa_latex tban 2 ygars
after _the_ . magufacture _ of  the _danated __propaciy. _is
substaatially completeds

{b}. .the original use of the donated property is io the
doneei

iGl-o_the. property..is. _pot traosferred Ly the dooee in
exchange_for moneys othef propertys or servicesi.aod

Ldl__the.taxpaver recelives.  _from the, _danee.. 3. . weitteo
sbatewens _ceprescoting _ihat the use anad dispesition of the
propecty will be_in_accordance with the _provisioos_ gof _4iD)
and_(c})_of_Lhis subsection ()"

MEM_SECIION. Section 2. Small business corporation

== deduction for donation of computer zquipment to schools.
A smal) business corporaticn electing to be taxed under the
provisions of 15-31-202 is allowed a deduction equal to ths
value, not to exceed 30% of the small business corporation®s
net incomes of a computer ar other sophisticated
technological equipment or apparatus donated to an
elementary or secondary school located in Montana if:

{1} the contribution is made no Jlater than 2 years
after the manufacture of the donated property is
substantially completed;

{2} the oriqginal use of the donated property is in the

donees

_T...
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{3) the property is not transferred by the donee in
exchaige for moneys other propertys or sarvices; and

{%)} the electing small business cerporation receives
from Lhe donee a written statement representing that the use
and disposition of the property will be in accordance with
the provisions of subsections (2) and (3}«

NEH_SECTION. Section 3e Codification instructiona
Section 2 is Intended to be codified as an inteqral part of
Title 154 chapter 30y and the provisions of Title 15»
chaptey 30y apply to section 2.

HEW. SECTION. Section 4. Effective data ——
applicabilitys This act is effective on passage and approval
and =applies to taxable years beqginning after Uecember 3ly
19€2.

~End-

-8 =



STATE OF MONTANA

REQUEST NO. __332-:_83_
FISCAL NOTE
' Form BD-15
In compliance with a written request received ___February 7, ,19 _83 | there is hereby submitted a Fiscal Note

for Senate Bill 363

pursuant to Title §, 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. '

DESCRIPTICN 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 ta

an elementary or secondary school, and prov1des an immediate 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/1

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: 1 ~\\ ‘jl _

L ¥ a)
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APPI'DVed by Committee.
on Taxation

SENATE BILL NO. 353

INTRODUCED BY MAZUREK

A BILL FOR AN ACT ENTITLED: "AN  ACT CREATING A Tax
DEDULCTION FCR CORPORATIONS AND  SHAREHOLDERS OF ELECTING
SHALL 3USIMESS CORPORATIONS MAKING A DONATION OF A COMPUTER
OR  STMILAR EQUIPHENT TO AN ELEMENTARY OR SECONDARY SCHOOL;
AMENDING SECTION 15-31-114, HCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILITY DATE.™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANAS
faction 1e Section 15-31-1ll1%4y MCAy is amended to read:
"15-31-114. Deductions allowed in computing incomes In

computing the net incomey the following deductions shall be

allowed from the gross income received by such corporation

Wwithin the year from all sources:

(L) All the ordinary 3and necessary expenses paid or
incurred during the taxable vyear in +the maintenance and
operation of its business and propertiesy including
reasonable allowance Ffor salaries for personal services
actually renderedy, subject to the limitation hereinafter
containedy rantals or other payments required to be made as
a condition +to the continued use or possession of property
vo which the corparation has nct taken or is not taking

title or in which it has nr equitys Mo deduction shall bhe
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allowzd for salaries paid upon which the recipient thereof
has neot paid Montana state income tax; provideds howevers
that where domestic corporations are taxad on income derived
from s«ithout the statey salaries of officers paid in
connection with securing such income shail be deductible.

{2y (a) A1l losses actually sustained and charged off
within the year and not compensated by insurance or
otherwises including a reasonable allowance for the wear and
tear and absolescence of property used in the trade or
businesss such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect to the taxable year. A1} elections for
deprzaciation shall be the sane as the elections made for
federal income tax purposess No deduction shall be allowed
for any amount paid out Ffor any buildingse permanent
improvzmentss or betterments made te increase the wvalue of
any property or estatey and no deduction shall be made for
any amount of expense of restoring property or making good
the axhaustion thereof for which an 21lowance is or has been
made.

(b)Y (i} There shall be aliowed as a deduction for the
taxable period a net operating loss deduction determined
according to the pravisions of <this subsectione. The net
vperating Yoss deduction is the aggregate of net operating

loss carryovers to such taxable period plus the net

SH 363
SECOND READING
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operating 1oss carrybacks to such taxable periods The term
"net operating Joss" means the excess of the deductions
allowsd by this sections 15-31-114, over the gross income,
with the modifications specified in (ii) of this subsectiones
If for any taxable period beginning after December 31y 1970
a net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of the three taxable
pericds preceding the taxable period of such loss and shall
be a net operating loss carryover +to each of the Ffive
taxable periods following the taxable pariod of such loss. A
net operating toss for any taxable period ending after
December 31y 19T5s in addition to being a net operating loss
carryback to each of the three preceding taxable periodsy
shall be a net operating Yoss carryover to each of the seven
taxable periods following the taxable period of such lossa.
The portion of such loss which shall be carried to each of
the other taxable years shall be the excesss if anys of the
amount of such loss over the sum of the net income for each
of the prior taxable pericds to which such loss was carriede
for opurposes of the preceding sentences the net income for
such prior taxable period shall be computed with the
modifications specified in (iIi)(8) of this subsection and by
determining the amount of the net operating loss deduction
without regard to the net operating loss for the loss period

or any taxable period thereafters and the net income so

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

tii) The modifications referred to in (i) of this
subseccion shall be as follows:

(A) No net operating loss deduction shall be alloweds

(3) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
methods

(C) Any net operating toss carried cover to any taxabla
years beginning after December 2ly 1978y must be calculated
under the provisions of this section effective far the
taxabi2 year for which the return claiming the net operating
loss carryover is filed.

{iii) A net operating loss deductijon shall be allowed
only with regard to losses attributable to the business
carried on within the state of Montanas

{iv) In the <case of a merger of corporationss the
surviving corporation shall not be allowed @ net operating
Joss deduction for net operating losses sustained by the
merged corporations prior to the date of mergeres In the case
of a consolidation of corporationsy the new corporate entity
shall not be allowed 2 deduction for net operating losses
sustai yed by the consolidated corporations prior to the date
of consolidation.

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

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

=4~ 5B 363
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resulting from a net operating loss carryback or carryovers

{vi) The net operating loss deduction shall not be
allowzd with respect to taxable periods which ended on or
pefoye December 31y 19704y but shall bhe allowed only with
resnect to taxable periods beginning on or after January l»
1971.

{3) In the case of miness other natural depositsy oil
and nas wells, and timbers a reasonable allowance for
gepletion and for deprecliation of improvements; such
reasonable allomance to be determined accarding to the
provisions of the Internal Revenue Lode in effect for the
taxable years All elections made under the Internal Revenue
Code with respect to capitalizing or expensing exploration

3
and development costs and intangible drilling expenses for
corporation license tax purposes shall be the same as the
electi ons made for federal income tax purposeses

{#)} The amount of interest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interast shall be
allok=d as a deduction if paid on an indebtedness created
for the purchasey, maintenancey or Iimprovement of property or
for the conduct of business wunless the income from such
property or business would be taxable under this parts.

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

following:

~5= 55 363
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{#} Taxes imposed by this parta

(ii) Taxes assessed against local benefits of a kind
tendisg to increase the vaiue of the property assessed.

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

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

(B) Taxes deductible under this part shall be
construed %to include taxes imposed by any countys school
districty or municipaltity of this state.

(&) Light wvehicle llcensé fees,y as provi ded by
61-3-532, paid within the year.

(7Y That portion of an energy-related investment
allodrd as a deduction under 15-32-103.

I8}y (a) E€xcept as provided in subsection {D)+
charitabie contributions and gifts that qualify for
deduction undar section 170 of the Internal Revepnde Codeyr as
emendede

{0} The public service rommission shall npot allow in
thz rate base of a requlated corporation the inclusion of
contributions made under this subsection.

£2)__Fhe iIN _LIEU _QOF _THE _DEDUCTION _ALLOWED __UNDER
SUBSECTION__{8)s_ _THE TAXPAYER _MaAY _0FONLT THE FAIR _MARKET

¥alues pot_to exgesd 30% of the tagpayerts net_lincomes. of _a

e SB 363
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computer. oL .otber sophisticated techoolegical equioment or
dpparatus INIENDED EOR USE WITH.IHE CUMPUIER dapated_to an A
EUBLIC  alemeptarys or secondarys_ . D& ___ALLCREDITED
BOST-SELONDARY schaoel. logated in. Mootang ifi

lal..the _coptriburion.  is. sade no )aterc tban 2 3 years
aftec. _the . _manufacture __of __the  _dopated. . propecty. . s
substaotially.completedi

thi-cthe-original-use-of-the-donnted-property-ia-in-the
denest

4c3(B) __Lthe pcoperty is.oet. kraasfecrad by fhe donee io
pxchange_for wmaneys agther . propertys Or secxitesi aod

$d3(C) __the _taxpaver receives frem-the-donee a written
statament EROM_ToE DONZE IN RHICH IHE_QONER AGBEES JO_ACCEPY
IHE_EROQPERIY _AND reprgsenting that the use_ . apd disposition
of the property wil) be_ ip accordapce with the provisions.of
Lh) sad-ted of xhis subsection 12)e"

NEW _SECTION,. Section 2. Small business corporation
~~ deduction for donation of computer equipment to schoolse
A small business corporation electing to be taxed under the
provisions of 15-31-202 is allowed a deduction equal to the
EAIB_MARKEI vatues not to exceed 30% of the small business
corporation's net income, of a computer or other
sophisticated technological equipment or apparatus JNIENDED
EOR_LUSE_WITH_THE COMPUIER donated to am A_PLELIC elementarys
or secondarys lR_AGCREDIYIED POSAX~SECONDARY school located in

~-T- 58 363
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Montana if:

(i) the contribution is made no later than 2 3 years
aftar the manufacture of the donated property is
sybstantially completed;

f2)--the-originanl-uvse-of-the-donoted-property-fa-in—the
deoneet

¢33(2) the property is not transferred by the donee in
excha~rge for monays other propertys or services; and

+4+(3) the electing small business corporatian
receivas from-the-domee 2 written statement ERQH__THE _DONMEE
IN_ edKQH _THE.  DONEE _AGREES _JO_ ACCEPT. _THE _PROPLRIY_AND
representing that the use and disposition of the property
will >e in accordance with the provisions of subaectsoma-{2}
ancd-{3}w SUBSECTION.(2); AND

£4)_ . IME__DEQUCIION. ALLOWED IN THIS. SECTIION-IS_ IN-LIEU
QE XHE_DEDUCTION _ALLOMED, UNOER__1%=30-121. FOQR, CHARITABLE
CONTRIBUTIONS.

NEW_SECTIGM. Section 3. Codification instructiona
Section 2 is intended to be cadified as an integral part of
Title 315+ chapter 30y and the provisions of Title 15,
chaptar 30s apply tc section 2.

NEN_SECIIONe Section 4. Effective date -
applicability« This act is effective on passage and approvz2t
and spplies +to taxable years beginning after December 3l
1982«

~Fryl-
-B- 5B 363
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SENATE BILL NO. 363
INTRODUCED BY MAZUREX

A BILL FOR AN ALY ENTITiLE€D: “AN ALT CREATING A TaX
OEDUCTION FOR CORPORATIONS AND SHAREHOLDERS UOF ELECTING
SHALL BUSINESS CORPORATIONS MAKING A DONATION DF A COMPUTER
OR SIMILAR EQUIPMENT TO AN ELEMENTARYs OR SECONDARYs QIR
ALCREDITED POSTSECONOARY SCHOOL; AMENDING SECTIDN 15-31-114s
MCA; AND PROVIDING AN [IMMEDIATE EFFECTIVE DATE AND AN

APPLICABILITY DATES™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
Section 1. Section 15-31-114, MCAy is amended to read:
*15-31-114e« Deductions allowad in computing incomes In

computing the net incomes the following deductions shall be

allowad from the gross income received by such corporation
uithin.the year from all sources:

{1) A1l the ordinary and necessary expenses paid or
incurred during the taxable year in the maintenance and
aperation of its business and propertiesy including
reasonable allowance for salaries for personal services
actually renderedy subject to tha limitation hereinafter
caontainede rentals or other payments required to ba made as
a condition to the continued use or possession of property

to which the corporation has not taken or 1Is not taking
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title or in which it has no equity. No deduction shall be
altow2d for salarles paid upon which the recipient thereof
has not paid PFontana state income taxj provideds howevery,
that where domestic corporations are taxed on income derived
from w«ithout the staté, salaries of officers paid in
connection with securing such income shall be deductible.

(2) (a) A1l 1losses actually sustained and charged off
within the year and not compensated by Insurance or
otherwisey inciuding a reasonable allowance for the wear and
tear and obsolescence of propert} used in the trade or
businessy such allowance to be determined accofding to the
provisions of section 16T of the Internal Revenue Code in.
effect with respect to the taxable years. A1l elections for
depreciation shalt be the same as the elections made for
federal income tax purposes. No deduction shall be allowed
for any amount paid out for any buildingse permanent
improvementss or betterments made to increase the value of
any praperty or estatey and no deduction shall bhe made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an allowance is or has been
nadea

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

operating loss deduction Is the aggregate of net operating

-2- 58 362
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loss carryovers to such taxable period plus the net
operating l1oss carrybacks to such taxable periode The term
"net operating loss*® means the excess of the deductians
allowed by thls sections 15~31-114%4s over the gross incomes
with the modifications specified in (ij) of this subsection.
1f for any taxable perjod beginning after December 31» 19T70s
a net operating loss is sustaineds such loss shall be a net
operating loss carryback to each of +the three taxable
periods preceding the taxable period of such loss and shall
be a net operating loss carryover to each of the five
taxable periods following the taxable period of such 1osse A
net operating loss for any taxable period ending after
December 31y 1975 In addition to being a net operating loss
carryback to each of the three preceding taxable perliods,
shall be a net cperating loss carryover to each of the seven
taxable periods Ffollowing the taxable period of such TosSse
The portion qf such Yoss which shall be carried to each of
the other taxable years shall be the excessys if anys of the
amount of such loss aver the sum of the net income for each
of th2 prior taxable periods to which such loss was carried.
For purposes of the preceding sentances the net income for

such priof taxable period shall be computed with the

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

determining the amount of the net operating loss deduction

without regard to the net operating loss for the loss period

-3~ SB 363
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‘or any taxable period thereafters and the net income so

computad shall not be censidered to be less than zero.

{(i3) The modifications referred to in (i) of this
subsection shall be as follows:

{A} No net operating 1oss deduction shall be allowed.

(3) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
method.

{C) Any net operating loss carried over to any taxable
years beginning after December 31y 1973+ must be calculated
under the provisions of this section effective for the
taxabl e year for which the retu-n claiming the net operating
loss carryover is fileda

(iii) A net operating loss deduction shall be allowed
only with regard to losses attributable to the busliness
carried on within the state of Montana.

{iv) In the case of a merger of corporationse the
surviving corporation shall not be allowed 3 net operating
loss deduction for net operating losses sustained by the
mergad corporations priar to the date of mergers In the case
of a consolidation of cerporationsy the new corporate entity
shall not be allowed a deduction for net operating losses
sustai ned by the consolidated corporations prior to the date

of consolidation.

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

e SB 363
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interest shall not be paid with respect to a refund of tax
resulting from a net operating Yoss carryback or carryovere

(vi) The net operating 1loss deduction shall not be
allowed with respect to taxable periods which ended on or
beforz December 31y 1970, but shall be @allowad only with
respect to taxable periods beginning on or after January le
1971

(3) In the case of minesy other natural depositsy oil
and gas wellss and timbers a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allowance to be determined according to the
provisions of the Internal Revenue Code in effect for the
taxable year. All elections made under the Intarnal Revenue
Code with respect to capitalizing or expensing exploration
and development costs and intangible drilling expenses for
corperation license tax purposes shall be the same as the
alecti ons made for federal income tax purposess

{4} The zmount of Iinterest paid within the year on its
indebtedness incurred in the operation of the business from
which its income is derived; but no interest shall be
atlowed as a deduction if paid on an_ indebtedness created
for the purchases maintenantesy or improvement of property or
for thz conduct of business unless the income from such
proparty or business would be taxable under this parte

{5} (a) Taxes paid wWlthin the year except the

~5- 5B 343
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followings

(i) Taxes iwmposed by this parte

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

(iii) Taxes on or according to or measured by net
income or proflks imposed by authority of the government of
the United States.

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

{b) Taxes deductible under this part shall be
construed to Include taxes Imposed by any countys School
districtsy or municipality of this stateas

{6) Light wvehicle license Ffeesy as provided by
61-3-532, paid within tha year.

{T) That partion of an energy=related investment
allowed as a deduction under 15-32-103.

{8) (a) Except as provided in subsection {b)e
charitable contributions and gifts that qualify for
deduction under section 170 of the Internal Revenue Code, as
amandeda

{b} The public service commission shall net allow in
the rate base of a requlated corporation the inclusion of
contributions made under this subsection.

(9} _Fhe IN _LIFU _QF _THE DEQUCTION. _ALLOWED_ .. UNDER
SUBSECTION__(B)s  THE_ TAXPAYER__MAY _DEQUCY THE FAIR MARKEY

—6- 58 363
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¥alugs pot. to.exceed 30X_of ihe taxeoyer!s get incoses of _a
somputer__or_  other sgphisticated tecboclogical esguipment ar
apparatus INTENDEQ FOR _USE WITH .IHE_COMPUTER danated to am A
BUBLIC  elemepniarya an secondarys . OR_ . __ACCAEDLITED
POSI=SECONDARY schogl located . in Montapa.if:

La)__the . contgibution . is.smade po later than 2 2 yeacs
aftex. _ the.  sapufacture _.of _ the donated.  _property. _is
substantially.cospleteds

tat-—the-griginni-nse-of-tha-donnted-peoparty-ia-in-ihe
doneet

fe2iB) . tha property is nof traasferced by the donee lo
exchange for soney: other propartys gr.saryicesi and

£d3C) . tbe. Laxpayec.recalves from-the:dones a.writien
stateseut ERAOM _JHE_DONEE_IN _WHICH THE DONEE AGREES 10 ACGERT
IHE RROBERLY.AND representing.tlat the. uss -aod..disposition
of.the progerty wil) be_in accordance with the provisions.of
{0} oad-fct of this subseckico (9}."

NEM_SECEIONS Section 2. Small business corporation
-~ deduction for donation of computer equipment to schoolss
A small business corporation electing to be taxed under the
provisions of 15-31-202 is allowad a deduction equal to the
EALR _BARKEL valuer not to exceed 30% of the small business
corporation®s net incomey of a computer or cother
sophisticated technclogical equipment or apparatus INIEHOER
EOR_USE. MWITH THE LOMPUIER donated to am A_PUBLIC elementarya

7= SB 383
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or secondarys_(OR._ACCREDITED POSY-—SECONDARY school located in
Montana if?

fl)} the contribution is made no later than 2 S vears
after the manufacture of the donated property is
substantially completed;

t2)——the-original-tuse-of-the-donsted-property-is-in-the
doneet

€3%L2) the property is not transferred by thé donee in
exchange for moneys other propertyy or services; and

t+#1+{3) the alecting small business corporation
receives from—the-donee a written statement EROM _THE. DONEE
IN. M4ICH__THE _OONEE AGREES 70 ACCEEX  IHE . PROPERIY AND
representing that the use and disposition of the property
witl be in accordance with the provisions of subsections—{2}
ond-t3)w SUBSECTXON (2)i AND

{2} _THE _DEDUCTION . ALLOWED Int THIS SECTION IS IN LIEU
QF_IHE_DEDUCTION ALLOWEQ UNDER._15-30-121. FOR. CHARITAALE
LONTRIAUTIONS

NEH_SECIION. Section 3« Codification

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

instruction.

Title 15y chapter 30y and the provislons of Title 15y
chaptar 30y apply to section 2.

MEM . SECIIUN. Section 4« Effective

applicabilitys. This act is effective on passage and approval

date -

and applies to taxable years beginning after December 31,

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

1. Page 7, lines 3 and 4.

Following: "am" on line 3

Strike: 1line 3 through "PUBLICY on line 4
Insert: "an"

2. Page 7, line 25.

Following: "an"
Strike: "A PUBLIC"
Insert: "an”

AND AS AMENDED
BE CONCURRED IN




43th Legislature SE 0363/04
1 SENATE BILL NOe. 363
2 INTRODUCED BY MAZUREK
3
4 A BILL FOR AN ACT ENTITLED: "AN ACT CREATING A TAX
5 DEQUCTION FOR CORPORATIONS AND SHAREHOLDERS OF ELECTING
& SMALL BUSINESS CORPORATIONS MAKING A DONATION OF A COMPUTER
T OR  SIMILAR EQUIPMENTY TO AN ELEMENTARYR BR SECONDARYs OR
B ACCREDITED POSYSECONQARY SCHOOL; AMENDING SECTION 15-31-1i4s
9 MCA; AND PROVIDING AN TMMEDIATE EFFECTIVE DATE AND AN
10 APPLICABILITY DATE."
11
12 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
13 Section 1. Section 15-31-114y MCAy is amended to read:
14 ¥15-31-il4e Deductions allowed in computing incomes. In
15 computing the net incomes the following deductions shall be
16 allowed from the gross income received by such corporation
17 #ithin the year from all sources:
13 (1) A1) the ordinary and necessary expenses paid or
19 incurred during the taxable year in the wmaintenance and
2N operation of its business and propertiesy including
21 reasonable allowance for Ealaries for personal services
22 actually rendereds subject to the limitation hereinafter
23 containeds rentals or other payments required to be made as
24 a condition to the centinued use or possession of property
25 to which the corporation has not taken or is not takinag

10
11
12
13
14
15
16
17
18
19
20
21
27
23
24

25

SB 0363/04

title or in which it has no equitys No deduction shall be
allowad for salaries paid upon which the recipient thereof
has not paid HMontana state income tax; provideds howevers
that where domestic carporations are taxed on income derlived
from without the statey salaries of officers paid in
connection With securing such income shall be deductible,

(2) (a) A1l losses actually sustained and charged off
within the year and not compensated by insurance or
otherwisey including a reasonable allowance for the wear and
tear and obscolescence of property used In the trade or
businesss such allowance to be determined according to the
provisions of section 167 of the Internal Revenue Code in
effect with respect ta the taxable ycare All elections for
depreciation shall be the same as the elections made for
federal income tax purposes. No deduction shall be allowed
for any amount paild out for any buildingssy permanent
improvementss or betterments made to increase the value of
any property or estatey and no deduction shall be made for
any amount of expense of restoring property or making good
the exhaustion thereof for which an altowance is or has been
made.

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

sperating loss deduction is the aggreqgate of net operating

-2- 5B 363
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loss carryovers to such taxable period plus the net
operating 10ss carrybacks to suech taxable periode The term
"net operating loss® means the excess of the deductions
allowed by thls sectiony [5-31-11%, over the gross incomey
with the modiflcations specified in (ii) of thisrsubsection.
If for any taxable period beglinning after December 31 1970,
a net operating loss is sustainedy such loss shall be a net
operating 1oss carrypack to each of the three taxable
perlods preceding the taxable period of such loss and shall
be a net operating loss carryover to each of the five
taxable perlods following the taxable period of such losss A
het aperating loss for any taxable period ending after
Cecember 31y 1975, in addition to being a aet operating loss
carryback to sach of the three preceding taxable periodsy
shall pe a net operating loss carryover to each of the seven
taxable periods following the taxable period of such losse
The portion of such Joss which shall be carried to each of
the other taxable years shall be the excessy if anyy of the
amount of such loss over the sum of the net income for each
of the prior taxable periods to which such loss was carrieds
For purposes of the preceding sentence, the net income for
such prior taxable period shall be computed with the
modifications specified In (ii}(B) of this subsection and by
detaermining the amount of the riet operating loss deduction

withaout regard to the net operating Voss for the loss period

<3- 58 el
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or any taxable period thereaftery and the net income sb
computed shall not be considered to be less than zeroe

{fI) The medifications referred to in (i) af this
subsection shall be as follows:

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

(R) The deduction for depletion shall not exceed the
amount which would be allowable if computed under the cost
mathode

{C) Any net operating less carried over to any taxable
years beginning after December 314 1978, must be calcyiated
under the provisions of this section effective for the
taxable year for which the return claiming the nat operating
1085 carryover is flled.

{iii) A net operating loss deduction shall be allowed
only with regard to losses attributable to the business
carried on within the state of Montana.

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

{v) Notwithstanding the provisions of 15-3F-531y

by S8 363
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interest shall not be paid with respect to a refund of tax
rasulting from a net operating loss carryback or carryovere

{vi) The net operating loss deduction shall not be
3Vllowed with respect to taxable periods which ended on or
before December 31s 1970y but shall be allowed only with
respect to taxable periods beginning on or after January lvy
1971.

{3} In the case of minesy other natural depositss oll
and gas wellsy, and timbers a reasonable allowance for
depletion and for depreciation of improvements; such
reasonable allawance to be determined according to the
provisions of the Internal Revenue Lode in effect for the
taxatle vyeare« A1 elections made under the Internal Revenue
Lode #ith respect to capitaltizing or expensing exploration
and development costs ang intangible drilling expenses for
corporation license tax purpo;es shall be the same as the
elections made for federal income tax purposess

{%) The amount of interest pald within the year on its
indebtedness Iincurred in the operation of the business from
which its income is cerived; but no interest shall be
allowed as a deduction if pald on an indebtedness created
for the purchasey maintenancesy or improvement of property or
for the conduct of business unless‘ the income from such
property or business would be taxable under this parts

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

5= s8 343
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following:

(i) Taxes imposed by this parte

(}i) Taxes assessed aqainst Yocal benefits of a kind
tending te increase the value of the property assessed.

(iii) T2xes on or according to or measured by net
income or profits imposed by authority of the government of
the United States.

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

{h}) Taxes cdaductible under this part. shall be
construed to include taxes imposed by any countyy school
districty or municipality of this statea

(6) Light wvehicle 1license fees, as provided by
61-3-532y paid within the yeares

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

(8} (a) Except as provided in subsection (b}
charitable contributions and gifts that qualify Ffor
deduction under section 170 of the Internal Revenue Code, as
amende de

{b) The public service commission shall not allow in
the rate base of a reqgulated corporation the in¢clusion of
contributions made under this subsections

(2). _fhe IN__LIEU OF.  YHE _DFQUCLTION ALLOWED. UKNDER
SUBSECIION _{B)s  THE TAXPAYER__MAY_ _DEQUCT IHE. FAIR MARKEI
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¥alug: _not. to gxaceed 20X of the taxparver’s net locomes 0f .2
cogouter_.or._othes sophisticated technglagical) sguipment ar
apparaius INIESDED EOR_USE_WITH THE_COMPUTER donated.to nm 4
PUBEIE AN  2lesentarys or secondacys.. OR._ ACCREDITED
ROSISECENDARY school_located in Mogtana if: '

Lal_-the _coptributign . is_sade po later thao £ 5 xeals
after. the _magufacture _ of __the . dosated  property _is
subsiantially completed:

thizoshecoriginat rusn-pf-the-donsted-peaperty-is—to-the
doaset

t2¥{B)__the propgecty is pat tcapsferred by the donee i
exchange foar _moneys_ other progertys or seryices:-aod

(L) the. _tarpayer receivas from-the-donse 2 writteo
Statewent EBOM_THE DONEE IN_HHICH. IHE _DONEE AGREES T0 ACCEPY
IHE_PEOPERIY_AND representing thai tbe use. and dispusition
of_the property will be in accordance with iBe provisions ef
ib) epdzier of this. subsection (93"

NEW_SECEIUNe Section 2. Saall business corporation
- dedu;tion for donation of computer eguipwment to schools.
A small business corporation electing to be taxed under the
provisions of 15-31-202 is allowed a deduction equal to the
EALR_MARLET values not to exceed 30X of the small business
corporation®s net incomes of E] computer or other
sophisticated technological equipment of apparatus INTENDED
EQE . USE._HIIH, THE_ . COMPUTER donated to an Az PUBLEC AN

-T— $B 363
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elementarys or secondaryy QR ALCREQDITEQ. PQSISECQNDARY school
Tocated in Montana if:

(1} the contribution is made no later than 8 3 years
after the manufacture of the donated praperty is
substantially completed:

t2y~~the—original-use-of-the-donated-property~ia—in—the
daneet

€3+4{21 the property is not transferred by‘the donee in
exchange for moneys other propertyy or services; and

£4%¥L3) the electing small business corpor ition
receives from——the—-gdonee a written statemant EROM_TRE_DONEE
IN WHICH_  THE_ _QOMEE__AGREES. IO _ACCEPI _IHE _PROPERIY AND
representing that the use and disposition of the property
will be in accordance with the provisions of svbyections—+2%
and-{3yv SUBSECTION £2):_AND

123 THE_DEQUCTION ALLOWEQ IN-JHAS SECTION IS IN_ LIEU
OF _IME__DEDUCTION _ALLOWED UMDER _15-30-121 FOR CHARLTIABLE
CONTRIGUTI(UNS.

NEN_SELYION, Section 3. Codification instructione.
Section 2 i5 intended to be codified as an integral part of
Title 15, chapter 30y and the provisions of Title 15,
chaptar 30y apply to section 2.

MEM_SECIIONs Section 4. Effective date -
applicabitity- This act is effective on passage and approval

ang asplies to taxable years beginning after December 31
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