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A BILL FOR AN ACT ENTITLED: "AN ACT REVISING THE BUSINESS 

INVESTMENT CREDIT ALLOWED TO MONTANA TAXPAYERS; INCREASING 

THE CREDIT TO 30 PERCENT OF THE FEDERAL CREDIT; RAISING THE 

CEILING AMOUNT OF CREDIT THAT MAY BE CLAIMED; AMENDING 

SECTIONS 15-30-162 AND 15-31-123, MCA; AND PROVIDING AN 

APPLICABILITY DATE AND AN IMMEDIATE EFFECTIVE DATE." 

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

Section 1. Section 15-30-162, MCA, is amended to read: 

"15-30-162. Investment credit. (1) There is allowed as 

a 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 

1954, as amended, or as section 38 may be renumbered or 

amended. Howe~er,--rehab~ti~ation--costs-a~-~et-Eor~~-rtnde~ 

seet±on-46tett~ttPt-e£-the-fnterna~-Re~enoe-eoOe-o£-!954,-or 

ae-~eee±on-~6tett~ttPt-may-be-renombered-or-amended,-are-~ot 

to-b~-inc±~ded-in-the-eomptt~atto~-of-the-in~e~tment--ered±to 

The credit is allowed for the purchase and installation of 

certain qualified property defined by section 38 of the 

Internal Revenue Code of 1954, as amended, if the property 

meets all of the following qualifications: 

~--- ........... """"' 
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(a) it was placed in service in Montana; and 

(b) it was used for the production of Montana adjusted 

gross income. 

(2) The amount of the credit allowed for the taxable 

year is 5% the sum of: 

(a) 30% 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) may be renumbered or 

amended•.!. 

(b) the investment credit carryovers carried to the 

taxable year as provided in subsection (4); and 

(c) the investment credit carrybacks carried to the 

taxable year as provided in subsect.io~--~ 

(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 or 

$569,--wh±che~er--±~--ie~~. However, if the taxpayer's tax 

liability for the taxable year exceeds $5,000, the 

investment credit may not exceed $5,000 plus 50% of the tax 

liability in excess of $5,000. In the case of a husband and 

wife who file separate returns, the investment credit may 

not exceed $2,500 plus 50% of the _tax liability in e-~~~55 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 spouse that ends with or within 
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the taxpayer's taxable yea~. 

(4) if-~~ep~r~y-£or--whieh--a~--±n~e~~ment--e~edi~--is 

e%e±med--is--ttsed-both-±ftside-eftd-o~tside-th±s-state7-onty-a 

pert±on-o£--the--ered±t--±s--aitow~d~--~he--ered±t--m~st--be 

appo~tioned--aeeord±n9--to-a-rreet±on-the-nttmeretor-of-wh±en 

±s-the-nttmber-of-days-dttr±n9-the-taxab±e-year--the--property 

was--±oeated--±"-Montana-and-the-denom±nator-of-w"~eh-±s-the 

nttmber-ef-days-dttr±nq-the-taxable-year--the--taxpayer--owned 

the--~roperty~--~he-±n~estment-ered±t-may-be-appl±ed-oniy-to 

the-tax-l±ahil±ty-oE-the-taxpayer-who-ptlrehases--and--plaees 

±n--serv±ee--the--prepe~ey-re~-whieh-en-±nvesement-ered±t-±~ 

eie±med.-~he-ere~±e-m8y-noe--be--al±ocaeed--between--~pe~~e~ 

ttnies~--ehe--preperty--±~--H~ed--by--a--parenersk±p-or-~me~i 

bttsiness--eorporation--o£--wh±ch--tkey---are---pertne~~---or 

shareherder~. If any part of the investment credit is not 

applied against the tax liability for the taxable year 

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." 
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Section 2. 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. 

( 2) For the purposes of this section, ••small business" 

means a business that does not have: 

(a) more than 10 shareholders; 

(b) a person who is not an individual te~he~-than-a~ 

e~eaee-er-eeher-ehan-a-tr~st-deser~~ee-~~--l5-3l-i61t as a 

shareholder; 

(c) a nonresident alien as a shareholder; and 

{d) more than one class of stock. 

(3) There is 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 certain depreciable 

property under section 38 of the Internal Revenue Code of 

1954, as amended, or as section 38 may be renumbered or 

amended. Howe~er,-rehab~r±tat±on-ee~t~-a~-~~et--£orth--ander 

~e~tion-46tattittPt-oE-the-T~te~nai-Reven~e-€ode-of-%954,-er 

as-seet±on-46tattittPt-may-be-ren~mbered-or-amended,-are-net 

to--be-~ne~~ded-~n-the-eemp~tation-of-the-±nvestment-ered±t. 

The credit is allowed for the purchase and installation of 

certain qualified property defined by section 38 of the 

Internal Revenue Code of 1954, as amended, if the property 
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meets all of the following qualifications: 

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

(b) it was used for the production of Montana income. 

(4) The amount of the credit allowed for the taxable 

year is St the sum of: 

{a) 30% 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) may be renumbered or 

amended•L 

(b) the investment credit carryovers carried to the 

taxable year as provided in subsection {6); and 

(c) the investment credit carrybacks carried to the 

taxable year as provided for in subsection (6). 

(5) Notwithstanding the provisions of subsection (4), 

the investment credit allowed for the taxable year may not 

exceed $588o the taxpayer's tax liability for the taxable 

year. In the event the taxpayer's tax liabi~ity for the 

taxable year exceeds $5,000, 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 aga1nst the tax _liability for the taxgble year 

because of the limitations imposed_under subsection (5), the 

24 unused port1on shall be carried back and carried forwdrd i~ 

25 accordance r..ith the prov1s~~f section 46(b) of the 
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Internal Revenue Code of 1954, as amended, or as section 

46(b} may be renumbered or amended. 

t6ti21 If property for which an investment credit is 

claimed is used both inside and outside this state, only a 

portion of the credit is allowed. The credit must be 

apportioned according to a fraction the numerator of which 

is the number of days during the taxable year the property 

was located in Montana and the denominator of which is the 

number of days during the taxable year the taxpayer owned 

the property. The investment credit may be applied only to 

the tax liability of the taxpayer who purchases and places 

in service the property for which an investment credit is 

claimed. 

t7t~ 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." 

NEW SECTION. Section 3. Applicability. This act 

applies to taxable years beginning after December 31, 1964. 

NEW SECTION. Section 4. Effective date. This act is 

effective on passage and approval. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 171-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received -··January 22, 19 85 , there is hereby submitted a 
Fiscal Note for H.B. 287 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. 

DEJCRIPTION OF PROPOSED LEGISLATION: 
An act revising the business investment credit allowed to Montana taxpayers; increasing the credit to 30% of 
the federal credit; raising the ceiling amount of credit that may be claimed, and providing an applicability 
date and an immediate effective date. 

ASSUMPTIONS: 
I. Total Individual Income Tax revenue under current law is $192,915,625 in FY 1986 and $204,103,125 in FY 1987. 
2. Total Corporation License Tax revenue under current law is $46,807,813 in FY 1986 and $50,475,000 in FY 1987. 
3. Investment credits will rise to those levels present when past law contained the same credit parameters as 

the proposed law. 

EFFECT ON REVENUE: 

Individual Income Tax 
Corporate License Tax 
TOTAL 

Fund Information: 
General Fund 
Earmarked Rev. fund 

(Foundation Program) 

Current Law 
$ f92, 915,625 
$ 46,807,813 
$239,723,438 

$153,423,000 
s 59,930,860 

FY 86 
Under 

Proposed Law 
$187,040,596 
$ 44,411,068 
$231,451,664 

$148,129,065 
$ 57,862,916 

Difference 
($5,875,029) 
($2,396,745 
($8,271, 774) 

($5,293,935) 
($2,067,944) 

FY 87 
Under 

Current Law Pro_rosed Law Difference 
$204,103,125 $198,099,433 ($6,003,692) 
$ 50,475,000 $ 47,949,902 ($2,525,098) 
$254,578,125 $246,049,335 ($8,528,790) 

$162,930,000 $157,471,574 ($5,458,426) 
$ 63,644,531 $ 61,512,334 ($2,132, 197) 

Capital Fund $26,369,578 $ 25,459,683 l$ 909,895) $ 28,003,594 $ 27,065,427 ($ 938,167) 
Because any loss to Foundation Program must be replaced by General Fund dollars and any loss to the capitol fund 

'''"'" mMe """' Long Rnnge Ronrl exmo the ,,·tnnl genml hmd impnct iu.:~Y''j ~ ... ci-_.v.__c__=---

BUDGET DIRECTOR 
Office of Budget and Program Planning 

FN3: F /:2 Date: J,QW .z~~ 0 19ifs-
7 He 0>3'1 


