
54th Legislature 

Hovse.. BILL No. 

2 

3 

INTRODUCED BY ddst:t?nUV1 f;~he& 

LC1210.01 

4 A BILL FOR AN ACT ENTITLED: "AN ACT RELATING TO THE TAXATION OF REGULATED INVESTMENT 

5 COMPANIES AND THEIR SHAREHOLDERS; AMENDING SECTIONS 15-30-111, 15-31-113, 15-31-114, 

6 AND 15-31-119, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

7 APPLICABILITY DATE." 

8 

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

10 

11 Section 1. Section 15-30-111, MCA, is amended to read: 

12 "15-30-111. Adjusted gross income. (1 l Adjusted gross income shall be~ the taxpayer's federal 

13 income tax adjusted gross income as defined in section 62 of the Internal Revenue Code of 1954, 0f as that 

14 section may be labeled or amended, and in addition shall inolude includes the following: 

15 (al.ill interest received on obligations of another state or territory or county, municipality, district, 

16 or other political subdivision thereof to the extent that the interest is exempt from taxation under federal 

17 law; 

18 (iii exempt-interest dividends as defined in section 852(b)(5) of the Internal Revenue Code of 1986, 

19 as that section may be amended or renumbered, that are attributable to the interest referred to in 

20 subsection ( 11 (a)(i); 

21 (b) refunds received of federal income tax, to the extent that the deduction of Stletl the tax resulted 

22 in a reduction of Montana income tax liability; 

23 (c) that portion of a shareholder's income under subchapter S. of Chapter 1 of the Internal Revenue 

24 Code of 1954, that has been reduced by any federal taxes paid by the subchapter S. corporation on the 

25 income; and 

26 (dl depreciation or amortization taken on a title plant as defined in 33-25-105(15). 

27 (2) Notwithstanding the provisions of the federal Internal Revenue Code of 1954, as labeled or 

28 amended, adjusted gross income does not include the followingL which are exempt from taxation under this 

29 chapter: 

30 (a)fil all interest income from obligations of the United States government, the state of Montana, 
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1 county, municipality, district, or other political subdivision thereof and any other interest income that is 

2 exempt from taxation by the states under federal law; 

3 (ii) exempt-interest dividends as defined in section 852(b)(5I of the Internal Revenue Code of 1986, 

4 as that section may be amended or renumbered, that are attributable to the interest referred to in 

5 subsection (2)(a)(i); 

6 (bl interest income earned by a taxpayer~ who is 65 years of age or older in a taxable year up 

7 to and including $800 for a taxpayer filing a separate return and $1,600 for each joint return; 

8 (cl (il except as provided in subsection (2)(c)(ii), the first $3,600 of all pension and annuity income 

9 received as defined in 15-30-101; 

10 (ii) for pension and annuity income described under subsection (2)(c)(i), as follows: 

11 (A) each taxpayer filing singly, head of household, or married filing separately shall reduce the total 

12 amount of the exclusion provided in (2)(c)(i) by $2 for every $1 of federal adjusted gross income in excess 

13 of $30,000 as shown on the taxpayer's return; 

14 (Bl in the case of married taxpayers filing jointly, if both taxpayers arn receiving pension or annuity 

15 income or if only one taxpayer is receiving pension or annuity income, the exclusion claimed as provided 

16 in subsection (2)(c)(i) must be reduced by $2 for every $1 of federal adjusted gross income in excess of 

17 $30,000 as shown on their joint return; 

18 (d) all Montana income tax refunds or tax refund credits; 

19 (e) gain required to be recognized by a liquidating corporation under 15-31-113(1 )(a)(ii); 

20 (f) all tips covered by section 3402(k) of the Internal Revenue Code of 1954, as amended and 

21 applicable on January 1, 1983, received by persons for services rendered by them to patrons of premises 

22 licensed to provide food, beverage, or lodging; 

23 (g) all benefits received under the workers' compensation laws; 

24 (hl all health insurance premiums paid by an employer for an employee if attributed as income to 

25 the employee under federal law; and 

26 (i) all money received because of a settlement agreement or judgment in a lawsuit brought against 

27 a manufacturer or distributor of "agent orange" for damages resulting from exposure to "agent orange". 

28 (3) A shareholder of a DISC that is exempt from the corporation license tax under 15-31-102 I 1 )(I) 

29 shall include in l:lie adjusted gross income the earnings and profits of the DISC in the same manner as 

30 provided by federal law (section 995, Internal Revenue Code) for all periods for which the DISC election 
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1 is effective. 

2 (4) A taxpayer who, in determining federal adjusted gross income, has reduced His business 

3 deductions by an amount for wages and salaries for which a federal tax credit was elected under section 

4 44B of the Internal Revenue .Code of 1954L 6f as that section may be labeled or amendedL is allowed to 

5 deduct the amount of the wages and salaries paid regardless of the credit taken. The deduction must be 

6 made in the year the wages and salaries were used to compute the credit. In the case of a partnership or 

7 small business corporation, the deduction must be made to determine the amount of income or loss of the 

8 partnership or small business corporation. 

9 (5) Married taxpayers filing a joint federal return who ffltlSt include part of their social security 

10 benefits or part of their tier 1 railroad retirement benefits in federal adjusted gross income may split the 

11 federal base used in calculation of federal taxable social security benefits or federal taxable tier 1 railroad 

12 retirement benefits when they file separate Montana income tax returns. The federal base must be split 

13 equally on the Montana return. 

14 (6) A taxpayer receiving retirement disability benefits who has not attained age 65 by the end of 

1 5 the taxable year and who has retired as permanently and totally disabled may exclude from adjusted gross 

1 6 income up to $100 per week received as wages or payments in lieu of wages for a period during which the 

17 employee is absent from work due to the disability. If the adjusted gross income before this exclusion and 

18 before application of the two-earner married couple deduction exceeds $15,000, the excess reduces the 

19 exclusion by an equal amount. This limitation affects the amount of exclusion, but not the taxpayer's 

20 eligibility for the exclusion. If eligible, married individuals shall apply the exclusion separately, but the 

21 limitation for income exceeding $15,000 is determined with respect to the spouses on their combined 

22 adjusted gross income. For the purpose of this subsection, permanently and totally disabled means unable 

23 to engage in any substantial gainful activity by reason of any medically determined physical or mental 

24 impairment lasting or expected to last at least 12 months. (Subsection (2)(fl terminates on occurrence of 

25 contingency--sec. 3, Ch. 634, L. 1983.)" 

26 

27 Section 2. Section 15-31-113, MCA, is amended to read: 

28 "15-31-113. Gross income and net income. (1) The term "gross income" means all income 

29 recognized in determining the corporation's gross income for federal income tax purposes and: 

30 (a) including: 

~na Leotslatlve council 
- 3 -



54th Legislature LC1210.01 

1 (i) interest exempt from federal income tax and exempt-interest dividends as defined in section 

2 852(b)(5) of the Internal Revenue Code of 1986, as that section may be amended or renumbered; 

3 (ii) the portion of gain from a liquidation of the reporting corporation not recognized for federal 

4 corporate income tax purposes pursuant to sections 331 through 337 of the Internal Revenue Code, fas 

5 those sections may be amended or renumbered}, attributable to stockholders, either individual or corporate, 

6 not subject to Montana income or license tax under Title 15, chapter 30 or chapter 31, as appropriate, on 

7 the gain passing through to the stockholders pursuant to federal law; and 

8 (b) excluding gain recognized for federal tax purposes as a shareholder of a liquidating corporation 

9 pursuant to sections 331 through 337 of the Internal Revenue Code, fas those sections may be amended 

1 O or renumbered¼, when the gain is required to be recognized by the liquidating corporation pursuant to 

11 subsection (1 )(a)(ii) of this section. 

12 (2) The term "net income" means the gross income of the corporation less the deductions set forth 

13 in 15-31-114. 

14 (3) Ne 8. corporation is not exempt from the corporation license ta>: unless specifically provided 

15 for under 15-31-10113) or 15-31-102. Any corporation not subject to or liable for federal income tax but 

16 not exempt from the corporation license tax under 15-31-10113) or 15-31-102 shall compute gross income 

17 for corporation license tax purposes in the same manner as a corporation that is subject to or liable for 

18 federal income tax according to the provisions for determining gross income in the federal Internal Revenue 

1 9 Code in effect for the taxable year." 

20 

21 Section 3. Section 15-31-114, MCA, is amended to read: 

22 "15-31-114. Deductions allowed in computing income. ill In computing the net income, the 

23 following deductions shall be are allowed from the gross income received by S\:!eR the corporation within 

24 the year from all sources: 

25 .µ+ i.fil. All fill the ordinary and necessary expenses paid or incurred during the taxable year in the 

26 maintenance and operation of its business and properties, including reasonable allowance for salaries for 

27 personal services actually rendered, subject to the limitation hereiAafter contained in this section, and 

28 rentals or other payments required to be made as a condition to the continued use or possession of property 

29 to which the corporation has not taken or is not taking title or in which it has no equity. Ne 6_ deduction 

30 shall be is not allowed for salaries paid upon which the recipient thereef has not paid Montana state income 
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tax-;c we•,iaea, icieweYer However, ticiat wiciore when domestic corporations are taxed on income derived 

2 from 'A'itABl:lt outside the state, salaries of officers paid in connection with securing StlefT the income Sf\a/1 

3 be are deductible. 

4 f-2-Hal- .l.!llJll AH fill losses actually sustained and charged off within the year and not compensated 

5 by insurance or otherwise, including a reasonable allowance for the wear and tear and obsolescence of 

6 property used in the trade or business~. The allowance te-be 12 determined according to the provisions 

7 of section 167 of the Internal Revenue Code in effect with respect to the taxable year. All elections for 

8 depreciation &l=laH must be the same as the elections made for federal income tax purposes. Ne 6 deduction 

9 siciall 00 is not allowed for any amount paid out for any buildings, permanent improvements, or betterments 

10 made to increase the value of any property or estate, and fi& .2 deduction Sf\a/1 may not be made for any 

11 amount of expense of restoring property or making good the exhaustion ti'lereef of property for which an 

12 allowance is or has been made. Ne 6 depreciation or amortization deduction siciall 00 is not allowed on a 

13 title plant as defined in 33-25-105( 1 5). 

14 fat Jill There si'lall 0012 allowed as a deduction for the taxable period a net operating loss deduction 

1 5 determined according to the provisions of 15-31-119. 

16 f3t ifl lfl in the case of mines, other natural deposits, oil and gas wells, and timber, a reasonable 

1 7 allowance for depletion and for depreciation of improvements;--stlOO. The reasonable allowance te must be 

18 determined according to the provisions of the Internal Revenue Code in effect for the taxable year. All 

19 elections made under the Internal Revenue Code with respect to capitalizing or expensing exploration and 

20 development costs and intangible drilling expenses for corporation license tax purposes &l=laH must be the 

21 same as the elections made for federal income tax purposes. 

22 t4+ 1.Ql The amount of interest paid within the year on its indebtedness incurred in the operation 

23 of the business from which its income is derived; 01:Jt AB iAterest si'lall. Interest may not be allowed as a 

24 deduction if paid on an indebtedness created for the purchase, maintenance, or improvement of property 

25 or for the conduct of business unless the income from StlefT the property or business would be taxable 

26 under this part. 

27 t&t-fa} itlJ.il ::i:a- taxes paid within the year, except the following: 

28 fit 1fil ::i:a- taxes imposed by this parh;_ 

29 W t8l- ::i:a- taxes assessed against local benefits of a kind tending to increase the value of the 

30 property assessedT.i. 
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{ii+} 1Q +iH!eS taxes on or according to or measured by net income or profits imposed by authority 

2 of the government of the United States"~ 

3 {tv+ j_QJ_ +iH!eS taxes imposed by any other state or country upon or measured by net income or 

4 profits. 

5 tel- illl Taxes deductible under this part Sftall must be construed to include taxes imposed by any 

6 county, school district, or municipality of this state. 

7 AA ill +Rat that portion of an energy-related investment allowed as a deduction under 15-32-103a~ 

8 f7-}-W iru..ill ~ except as provided in subsection tel- ( 1 ){g)(ii). charitable contributions and gifts 

9 that qualify for deduction under section 170 of the Internal Revenue Code, as amended. 

1 o tel- illl The public service commission Sftall may not allow in the rate bc1se of a regulated corporation 

11 the inclusion of contributions made under this subsection. 

12 f&J. ill In lieu of the deduction allowed under subsection f-7+ illi9.l, the taxpayer may deduct the 

13 fair market value, not to exceed 30% of the taxpayer's net income, of a computer or other sophisticated 

14 technological equipment or apparatus intended for use with the computer donated to an elementary, 

15 secondary, or accredited postsecondary school located in Montana if: 

16 (al the contribution is made no later than 5 years after the manufacture of the donated property 

17 is substantially completed; 

18 (bl the property is not transferred by the donee in exchange for money, other property, or services; 

and 19 

20 (cl the taxpayer receives a written statement from the donee in which the donee agrees to accept 

21 the property and representing that the use and disposition of the property will be in accordance with the 

22 provisions of (131 of this subsection f&l-1.2.1.J.hl. 

23 (3) In the case of a regulated investment company or a fund of a regulated investment company, 

24 as defined in section 851 (a) or 85 l{hl of the Internal Revenue Code of 1986, as that section may be 

25 amended or renumbered, there is allowed a deduction for dividends paid, as defined in section 561 of the 

26 Internal Revenue Code of 1986, as that section may be amended or renumbered, except that the deduction 

27 for dividends is not allowed with respect to dividends attributable to any income that is not subject to tax 

28 under this chapter when earned by the regulated investment company. For the purposes of computing the 

29 deduction for dividends paid, the provisions of sections 852(bl(7) and 855 of the Internal Revenue Code 

30 of 1986. as those sections may be amended or renumbered, apply. A regulated investment company is 
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2 

3 

not allowed a deduction for dividends received as defined in sections 243 through 245 of the Internal 

Revenue Code of 1986, as those sections may be amended or renumbered." 

4 Section 4. Section 1 5-31-11 9, MCA, is amended to read: 

5 "15-31-n9. Net operating losses -- carryovers and carrybacks. (1) The net operating loss 

6 deduction is the aggregate of net operating loss carryovers to the taxable period plus the net operating loss 

7 carrybacks to the taxable period. 

8 (2) The term "net operating loss" means the excess of the deductions allowed by this section over 

9 the gross income, with the modifications specified in subsection {6). 

10 (3) If for any taxable period beginning after December 31, 1970, a net operating loss is sustained, 

11 the loss must be a net operating loss carryback to each of the three taxable periods preceding the taxable 

12 period of the loss and must be a net operating loss carryover to each of the five taxable periods following 

13 the taxable period of the loss. 

14 (4) A net operating loss for any taxable period ending after December 31, 1975, in addition to 

1 5 being a net operating loss carryback to each of the three preceding taxable periods, must be a net operating 

1 6 loss carryover to each of the seven taxable periods following the taxable period of the loss. 

17 (5) Except as provided in subsection (11 ), the portion of the loss that must be carried to each of 

18 the other taxable years must be the excess, if any, of the amount of the loss over the sum of the net 

19 income for each of the prior taxable periods to which the loss was carried. For purposes of tho proeoding 

20 sontonee this subsection, the net income for the prior taxable period must be computed with the 

21 modification specified in subsection (6){b) and by determining the amount of the net operating loss 

22 deduction without regard to the net operating loss for the loss period or any taxable period thereafter after 

23 the loss period, and the net income so computed may not be considered to be less than zero. 

24 (6) The modifications referred to in subsection (2) are as follows: 

25 (a) The net operating loss deduction may not be allowed. 

26 (b) The deduction for depletion may not exceed tho amount that would be allowable if computed 

27 under the cost method. 

28 (c) Any net operating loss carried over to any taxable years eoginning after Deeorneer a 1, 1978, 

29 year must be calculated under the provisions of this section effective for the taxable year for which the 

30 return claiming the net operating loss carryover is filed. 
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(7) A net operating loss deduction ffitf5t may be allowed only with regard to losses attributable to 

2 the business carried on within the state of Montana. 

3 (8) In the case of a merger of corporations, the surviving corporation may not be allowed a net 

4 operating loss deduction for net operating losses sustained by the merged corporations prior to the date 

5 of merger. In the case of a consolidation of corporations, the new corporate entity may not be allowed a 

6 deduction for net operating losses sustained by the consolidated corporations plior to the date of 

7 consolidation. 

8 (9) Notwithstanding the provisions of 15-31-531, interest may not be paid with respect to a refund 

9 of tax resulting from a net operating loss carryback or carryover. 

1 O ( 10) The net operating loss deduction FRav Rot so allo.,.,·od with rospeet to taxaelo periods that 

11 enEleEI OR or eeforo DeeeFReer 31, 1970, e1:1t must be allowed 0fll.v with respec1: to taxable periods eegiRning 

1 2 OR er after daR1:1arv 1, 1971. 

13 ( 11) A taxpayer entitled to a carry back period for a net operating loss may elect to forego the entire 

14 carryback period. If the election is made, the loss may be carried forward only. The election must be made 

15 on or before the date on which the return is due, including any extension of the due date, for the tax year 

16 of the net operating loss for which the election is to be in effect. The election is irrevocable for the year 

17 made. 

18 1121 Notwithstanding any other provision of this section, the net operating loss deduction is not 

19 allowed in the case of a regulated investment company or a fund of a regulated investment company, as 

20 defined in section 851 (a) or 851 (b) of the Internal Revenue Code of 1986, as that section may be amended 

21 or renumbered." 

22 

23 NEW SECTION. Section 5. Effective date -- retroactive applicabilit11. [This act] is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1994. 

26 -END-
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ST A TE OF MONT ANA - FISCAL NOTE 

Fiscal Note for HB 570, as introduced 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act relating to the taxation of regulated investment companies and their shareholders; and 
providing an immediate effective date and a retroactive applicability date. 

FISCAL IMPACT: 
This bill has no impact on department expenditures. 

Under current law, in terms of interest income from government obligations, only interest income 
from U.S. obligations, obligations of U.S. territories and possessions, and obligations of the state 
of Montana and political subdivisions thereof are excluded from Montana taxation. Interest income 
from obligations of other states and their political subdivisions are taxable. Under the assumption 
that language amending MCA 15-10-111 (2)(a)(i) does not change this, there is no impact from this 
proposal on individual income tax. However, if the amending language is interpreted to mean that 
interest income from obligations of other states and their political subdivisions is to be excluded 
from taxation under Montana law there would be a substantial decrease in revenue from individual 
income tax under the proposal. (See Technical Note.) 

Under current law a regulated investment company is not allowed a deduction for dividends paid 
to shareholders. Under this proposal, a regulated investment company may take a deduction for 
dividends it distributes to shareholders. Under this proposal there could be a loss in revenue from 
corporation income tax attributed to any regulated investment company that currently pays taxes 
in Montana on dividends paid out. This potential loss in revenue is expected to be minimal. 

TECHNICAL ~,OTE: 
This bill amends MCA 15-30-111. The language in the bill amending MCA 15-30-111 (2) (a) (i) can 
be interpreted in two ways. The first interpretation can be taken to mean that all interest income 
on all government obligations (U.S., other states, etc.) is to be excluded from taxation. The second 
is that only interest from U.S. obligations and obligations of U.S. territories and possessions (e.g., 
Puerto Rico and U.S. Virgin Islands) are exempt from taxation by Montana. Under the first 
interpretation there would be a substantial loss in revenue from individual income tax under this bill. 

--
/ /:J"[: ~ Cb°JUl--5 £A-, ~e-;o I I"} f)f7> ,c; .fC ,n_, _,,,,v~,,.Y-- ,/ ~~ M?..-'"Yl ~-1.. Y/Ti) 7}fr4_/ .7cZ.,/l,Vk:.4-c--

.,A,,, fl-10,,.,., @-,,1"3 ~/tJ./1-- ,1-C/IU de h1+t,~~ /f7 /4-,-?,,,,/n-&?? /,>'7;--c,7.?J?? . 

Q ll-v-,<_ L ~ .,_ . 21-~ ~~ 
DAVE LEWIS, BUDGET DIRECTO DATE 
Office of Budget and Program Planning 

~' -- ~r;t:,~ 
William Wiseman, PRIMARY SPONSOR ATi? 
Fiscal Note for HB 570, as introduced 
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HOUSE BILL NO. 570 

INTRODUCED BY WISEMAN, FISHER, EWER 

HB0570.02 

APPROVED BY COM 
ON TAXATION 

4 A BILL FOR AN ACT ENTITLED: "AN ACT RELATING TO THE TAXATION OF REGULATED INVESTMENT 

5 COMPANIES AND THEIR SHAREHOLDERS; AMENDING SECTIONS 15-30-111, 15-31-113, 15-31-114, 

6 AND 15-31-119, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

7 APPLICABILITY DATE." 

8 

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

10 

11 Section 1. Section 15-30-111, MCA, is amended to read: 

12 "15-30-111. Adjusted gross income. 11) Adjusted gross income shall be l.§. the taxpayer's federal 

13 income tax adjusted gross income as defined in section 62 of the Internal Revenue Code of 1954, &fas that 

14 section may be labeled or amended, and in addition shall ineluae includes the following: 

15 (a).ill interest received on obligations of another state or territory or county, municipality, district, 

16 or other political subdivision thereof EXCEPT to the extent that the interest is exempt from taxation BY 

17 MONTANA under federal law; 

18 (ii) exempt-interest dividends as defined in section 852{b)(5) of the Internal Revenue Code of 1986, 

19 as that section may be amended or renumbered. that are attributable to the interest referred to in 

20 subsection { 1 )(a){i); 

21 (b) refunds received of federal income tax, to the extent that the deduction of~ the tax resulted 

22 in a reduction of Montana income tax liability; 

23 (c) that portion of a shareholder's income under subchapter S. of Chapter 1 of the Internal Revenue 

24 Code of 1 954, that has been reduced by any federal taxes paid by the subchapter S. corporation on the 

25 income; and 

26 (d) depreciation or amortization taken on a title plant as defined in 33-25-105(15). 

27 (2) Notwithstanding the provisions of the federal Internal Revenue Code of 1954, as labeled or 

28 amended, adjusted gross income does not include the followingL which are exempt from taxation under this 

29 chapter: 

30 (a).ill all interest income from obligations of the United States government, the state of Montana, 
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2 

3 

4 

5 

6 

7 

8 
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10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

county, municipality, district, or other political subdivision thereof and any other interest income that is 

exempt from taxation by the states MONT ANA under federal law; 

(iii exempt-interest dividends as defined in section 852(b)(5) of the Internal Revenue Code of 1986, 

as that section may be amended or renumbered, that are attributable to the interest referred· to in 

subsection (2)(a)(i); 

(b) interest income earned by a taxpayer 8§e who is 65 years of age or older in a taxable year up 

to and including $800 for a taxpayer filing a separate return and $1,600 for each joint return; 

(cl Ii) except as provided in subsection (2){c)(ii), the first $3,600 of all pension and annuity income 

received as defined in 15-30-101; 

(iii for pension and annuity income described under subsection (2)(c:){il, as follows: 

(Al each taxpayer filing singly, head of household, or married filing separately shall reduce the total 

amount of the exclusion provided in (2)(c)(i) by $2 for every $1 of federal adjusted gross income in excess 

of $30,000 as shown on the taxpayer's return; 

(B) in the case of married taxpayers filing jointly, if both taxpayers are receiving pension or annuity 

income or if only one taxpayer is receiving pension or annuity income, the exclusion claimed as provided 

in subsection (2)Ic)li) must be reduced by $2 for every $1 of federal adjusted gross income in excess of 

$30,000 as shown on their joint return; 

(di all Montana income tax refunds or tax refund credits; 

(e) gain required to be recognized by a liquidating corporation under 15-31-113( 1 )la)lii); 

(fl all tips covered by section 3402(k) of the Internal Revenue Code of 1954, as amended and 

applicable on January 1, 1983, received by persons for services rendered by them to patrons of premises 

licensed to provide food, beverage, or lodging; 

(gl all benefits received under the workers' compensation laws; 

(h) all health insurance premiums paid by an employer for an emplovee if attributed as income to 

the employee under federal law; and 

(i) all money received because of a settlement agreement or judgment in a lawsuit brought against 

a manufacturer or distributor of "agent orange" for damages resulting from exposure to "agent orange". 

13) A shareholder of a DISC that is exempt from the corporation license tax under 15-31-102( 1) (II 

shall include in f\i& adjusted gross income the earnings and profits of the DISC in the same manner as 

provided by federal law (section 995, Internal Revenue Code) for all periods for which the DISC election 
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is effective. 

2 (4) A taxpayer who, in determining federal adjusted gross income, has reduced flis business 

3 deductions by an amount for wages and salaries for which a federal tax credit was elected under section 

4 44B of the Internal Revenue Code of 1954, er as that section may be labeled or amended, is allowed to 

5 deduct the amount of the wages and salaries paid regardless of the credit taken. The deduction must be 

6 made in the year the wages and salaries were used to compute the credit. In the case of a partnership or 

7 small business corporation, the deduction must be made to determine the amount of income or loss of the 

8 partnership or small business corporation. 

9 (5) Married taxpayers filing a joint federal return who lffiffi-f include part of their social security 

10 benefits or part of their tier 1 railroad retirement benefits in federal adjusted gross income may split the 

11 federal base used in calculation of federal taxable social security benefits or federal taxable tier 1 railroad 

12 retirement benefits when they file separate Montana income tax returns. The federal base must be split 

13 equally on the Montana return. 

14 (6) A taxpayer receiving retirement disability benefits who has not attained age 65 by the end of 

1 5 the taxable year and who has retired as permanently and totally disabled may exclude from adjusted gross 

16 income up to $100 per week received as wages or payments in lieu of wages for a period during which the 

17 employee is absent from work due to the disability. If the adjusted gross income before this exclusion and 

18 before application of the two-earner married couple deduction exceeds $15,000, the excess reduces the 

19 exclusion by an equal amount. This limitation affects the amount of exclusion, but not the taxpayer's 

20 eligibility for the exclusion. If eligible, married individuals shall apply the exclusion separately, but the 

21 limitation for income exceeding $15,000 is determined with respect to the spouses on their combined 

22 adjusted gross income. For the purpose of this subsection, permanently and totally disabled means unable 

23 to engage in any substantial gainful activity by reason of any medically determined physical or mental 

24 impairment lasting or expected to last at least 12 months. (Subsection (2)(f) terminates on occurrence of 

25 contingency--sec. 3, Ch. 634, L. 1983.)" 

26 

27 Section 2. Section 15-31-113, MCA, is amended to read: 

28 "15-31-113. Gross income and net income. ( 1) The term "gross income" means all income 

29 recognized in determining the corporation's gross income for federal income tax purposes and: 

30 (a) including: 
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(i) interest exempt from federal income tax and exempt-interest dividends as defined in section 

2 852(b)(5) of the Internal Revenue Code of 1986. as that section may be amended or renumbered; 

3 (ii) the portion of gain from a liquidation of the reporting corporation not recognized for federal 

4 corporate income tax purposes pursuant to sections 331 through 337 of the Internal Revenue Code, fas 

5 those sections may be amended or renumbered+, attributable to stockholders, either individual or corporate, 

6 not subject to Montana income or license tax under Title 15, chapter 30 or chapter 31, as appropriate, on 

7 the gain passing through to the stockholders pursuant to federal law; and 

8 (bl excluding gain recognized for federal tax purposes as a shareholder of a liquidating corporation 

9 pursuant to sections 331 through 337 of the Internal Revenue Code, fas those sections may be amended 

1 0 or renumbered+, when the gai_n is required to be recognized by the liquidating corporation pursuant to 

11 subsection (1 )(a)(ii) of this section. 

12 (2) The term "net income" means the gross income of the corporation less the deductions set forth 

13 in 1 5-31-114. 

14 13) We 6 corporation is not exempt from the corporation license tax unless specifically provided 

15 for under 15-31-101 (3) or 15-31-102. Any corporation not subject to or liable for federal income tax but 

16 not exempt from the corporation license tax under 15-31-101 (3) or 15-31-102 shall compute gross income 

17 for corporation license tax purposes in the same manner as a corporation that is subject to or liable for 

18 federal income tax according to the provisions for determining gross income in the federal Internal Revenue 

19 Code in effect for the taxable year." 

20 

21 Section 3. Section 15-31-114, MCA, is amended to read: 

22 "15-31-114. Deductions allowed in computing income. ill In computing the net income, the 

23 following deductions shall be are allowed from the gross income received b\l Sl:lefl the corporation within 

24 the year from all sources: 

25 i+t J.fil M fill the ordinary and necessary expenses paid or incurred during the taxable year in the 

26 maintenance and operation of its business and properties, including reasonable allowance for salaries for 

27 personal services actually rendered, subject to the limitation hereiAaher contained in this section, and 

28 rentals or other payments required to be made as a condition to the continued use or possession of property 

29 to which the corporation has not taken or is not taking title or in which it has no equity. We 6 deduction 

30 shall be is not allowed for salaries paid upon which the recipient thereef has not paid Montana state income 
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taxt~ wevieleel, heweYer However, that where when domestic corporations are taxed on income derived 

2 from witAeut outside the state, salaries of officers paid in connection with securing~ the income~ 

3 ee are deductible. 

4 m¼ il!J....ill All fill losses actually sustained and charged off within the year and not compensated 

5 by insurance or otherwise, including a reasonable allowance for the wear and tear and obsolescence of 

6 property used in the trade or business-;-5tlefl. The allowance ffi--9& ]§_ determined according to the provisions 

7 of section 167 of the Internal Revenue Code in effect with respect to the taxable year. All elections for 

8 depreciation~ must be the same as the elections made for federal income tax purposes. Ne A deduction 

9 sl=lall 130 is not allowed for any amount paid out for any buildings, permanent improvements, or betterments 

10 made to increase the value of any property or estate, and A&~ deduction &Rall may not be made for any 

11 amount of expense of restoring property or making good the exhaustion thereef of property for which an 

12 allowance is or has been made. Ne A depreciation or amortization deduction shall 13e is not allowed on a 

13 title plant as defined in 33-25-105( 1 5). 

14 {-et ilil There shall 130 ]§_ allowed as a deduction for the taxable period a net operating loss deduction 

15 determined according to the provisions of 15-31-119. 

16 rn i£J. lfl in the case of mines, other natural deposits, oil and gas wells, and timber, a reasonable 

17 allowance for depletion and for depreciation of improvements~. The reasonable allowance te must be 

18 determined according to the provisions of the Internal Revenue Code in effect for the taxable year. All 

19 elections made under the Internal Revenue Code with respect to capitalizing or expensing exploration and 

20 development costs and intangible drilling expenses for corporation license tax purposes &Rall must be the 

21 same as the elections made for federal income tax purposes. 

22 f4t .I.ill The amount of interest paid within the year on its indebtedness incurred in the operation 

23 of the business from which its income is derived; BloJt AB iAterest shall. Interest may not be allowed as a 

24 deduction if paid on an indebtedness created for the purchase, maintenance, or improvement of property 

25 or for the conduct of business unless the income from ~ the property or business would be taxable 

26 under this part. 

27 ~ ifil..ill +ffi!eS taxes paid within the year, except the following: 

28 -fit ffil. +ffi!eS taxes imposed by this parh~ 

29 fiit 1fil +ffi!eS taxes assessed against local benefits of a kind tending to increase the value of the 

30 property assesseda~ 
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w+J. 1Q +alffl-5 taxes on or according to or measured by net income or profits imposed by authority 

2 of the government of the United States.~ 

3 fwt J.Ql +alffl-5 taxes imposed by any other state or country upon or measured by net income or 

4 profits. 

5 fw Jill Taxes deductible under this part SttaH must be construed to include taxes imposed by any 

6 county, school district, or municipality of this state. 

7 +e+ ill +flat that portion of an energy-related investment allowed as a deduction under 15-32-103.~ 

8 f7l-fat .(gJJjl ~ except as provided in subsection fw (1 )(g)(ii), charitable contributions and gifts 

9 that qualify for deduction under section 170 of the Internal Revenue Code, as amended. 

1 o fw Jill The public service commission SttaH may not allow in the rate base of a regulated corporation 

11 the inclusion of contributions made under this subsection. 

12 00 m In lieu of the deduction allowed under subsection m WJgJ_, the taxpayer may deduct the 

13 fair market value, not to exceed 30% of the taxpayer's net income, of a computer or other sophisticated 

14 technological equipment or apparatus intended for use with the computer donated to an elementary, 

15 secondary, or accredited postsecondary school located in Montana if: 

16 lal the contribution is made no later than 5 years after the manufacture of the donated property 

17 is substantially completed; 

18 lb) the property is not transferred by the donee in exchange for money, other property, or services; 

19 and 

20 lcl the taxpayer receives a written statement from the donee in which the donee agrees to accept 

21 the property and representing that the use and disposition of the property wi,II be in accordance with the 

22 provisions of Isl ef tttis subsection 00 J1.illll. 

23 (3) In the case of a regulated investment company or a fund of a regulated investment company, 

24 as defined in section 851 (a) or 851 (h) of the Internal Revenue Code of 1986, as that section may be 

25 amended or renumbered, there is allowed a deduction for dividends paid, as defined in section 561 of the 

26 Internal Revenue Code of 1986. as that section may be amended or renumbered, except that the deduction 

27 for dividends is not allowed with respect to dividends attributable to any income that is not subject to tax 

28 under this chapter when earned by the regulated investment company. For the purposes of computing the 

29 deduction for dividends paid, the provisions of sections 852Ib)(7) and 855 of the Internal Revenue Code 

30 of 1986, as those sections may be amended or renumbered. apply. A regulated investment company is 

~na Leolslatlve council 
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not allowed a deduction for dividends received as defined in sections 243 through 245 of the Internal 

2 Revenue Code of 1986, as those sections may be amended or renumbered." 

3 

4 Section 4. Section 1 5-31-119, MCA, is amended to read: 

5 "15-31-119. Net operating losses -- carryovers and carrybacks. ( 1) The net operating loss 

6 deduction is the aggregate of net operating loss carryovers to the taxable period plus the net operating loss 

7 carrybacks to the taxable period. 

8 (21 The term "net operating loss" means the excess of the deductions allowed by this section over 

9 the gross income, with the modifications specified in subsection 16). 

10 (3) If for any taxable period beginning after December 31, 1970, a net operating loss is sustained, 

11 the loss must be a net operating loss carryback to each of the three taxable periods preceding the taxable 

12 period of the loss and must be a net operating loss carryover to each of the five taxable periods following 

1 3 the taxable period of the loss. 

14 (41 A net operating loss for any taxable period ending after December 31, 1975, in addition to 

15 being a net operating loss carryback to each of the three preceding taxable periods, must be a net operating 

16 loss carryover to each of the seven taxable periods following the taxable period of the loss. 

17 (5) Except as provided in subsection (11 ), the portion of the loss that must be carried to each of 

18 the other taxable years must be the excess, if any, of the amount of the loss over the sum of the net 

19 income for each of the prior taxable periods to which the loss was carried. For purposes of the 13reeedin§ 

20 sentenee this subsection, the net income for the prior taxable period must be computed with the 

21 modification specified in subsection (6)(b) and by determining the amount of the net operating loss 

22 deduction without regard to the net operating loss for the loss period or any taxable period thereafter after 

23 the loss period, and the net income so computed may not be considered to be less than zero. 

24 (6) The modifications referred to in subsection (2) are as follows: 

25 (a) The net operating loss deduction may not be allowed. 

26 (b) The deduction for depletion may not exceed the amount that would be allowable if computed 

27 under the cost method. 

28 (c) Any net operating loss carried over to any taxable years ee§innin§ after DeseR'leer 31, 1978, 

29 year must- be calculated under the provisions of this section effective for the taxable year for which the 

30 return claiming the net operating loss carryover is filed. 

~na Ler,lstattve council 
- 7 - HB 570 



54th Legislature HB0570.02 

(7) A net operating loss deduction ffH:ISt may be allowed only with regard to losses attributable to 

2 the business carried on within the state of Montana. 

3 (8) In the case of a merger of corporations, the surviving corporation may not be allowed a net 

4 operating loss deduction tor net operating losses sustained by the merged corporations prior to the date 

5 of merger. In the case of a consolidation of corporations, the new corporate entity may not be allowed a 

6 deduction tor net operating losses sustained by the consolidated corporations prior to the date of 

7 consolidation. 

8 (9) Notwithstanding the provisions of 15-31-531, interest may not be paid with respect to a refund 

9 of tax resulting from a net operating loss carryback or carryover. 

1 O (10) The net operating loss deduction ffla'( not be allowed with res~eet to taHable ~eriods that 

11 endoa on or eefore Deeefflber 31, 1970, but must be allowed~ with respect to taxable period!> beginning 

12 on or after January 1, 1971. 

13 ( 11) A taxpayer entitled to a carry back period for a net operating loss may elect to forego the entire 

14 carryback period. If the election is made, the loss may be carried forward only. The election must be made . 

15 on or before the date on which the return is due, including any extension of the due date, for the tax year 

16 of the net operating loss for which the election is to be in effect. The election is irrevocable for the year 

17 made. 

18 ( 12) Notwithstanding any other provision of this section, the net operating loss deduction is not 

19 allowed in the case of a regulated investment company or a fund of a regulated investment company, as 

20 defined in section 851 (al or 851 (bl of the Internal Revenue Code of 1986. as that section may be amended 

21 or renumbered." 

22 

23 NEW SECTION. Section 5. Effective date -- retroactive applicabilit~f. [This act] is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1994. 

26 -END-
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HOUSE BILL NO. 570 

INTRODUCED BY WISEMAN, FISHER, EWER 

HB0570.02 

4 A BILL FOR AN ACT ENTITLED: "AN ACT RELATING TO THE TAXATION OF REGULATED INVESTMENT 

5 COMPANIES AND THEIR SHAREHOLDERS; AMENDING SECTIONS 15-30-111, 15-31-113, 15-31-114, 

6 AND 15-31-119, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

7 APPLICABILITY DATE." 

8 

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL 
NOT BE REPRINTED. PLEASE REFER TO SECOND 
READING COPY (YELLOW) FOR COMPLETE TEXT. 
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3 

HOUSE BILL NO. 570 

INTRODUCED BY WISEMAN, FISHER, EWER 

HB0570.02 

4 A BILL FOR AN ACT ENTITLED: "AN ACT RELATING TO THE TAXATION OF REGULATED INVESTMENT 

5 COMPANIES AND THEIR SHAREHOLDERS; AMENDING SECTIONS 15-30-111, 1 5-31-113, 1 5-31-114, 

6 AND 15-31-119, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A RETROACTIVE 

7 APPLICABILITY DATE." 

B 

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

10 

11 Section 1. Section 15-30-111, MCA, is amended to read: 

12 • 15-30-111. Adjusted gross income. ( 1) Adjusted gross income sllall Ile j.Q the taxpayer's federal 

13 income tax adjusted gross income as defined in section 62 of the Internal Revenue Code of 1954L 9f as that 

14 section may be labeled or amendedL and in addition allall iAalulla includes the following: 

15 (a)Jll interest received on obligations of another state or territory or county, municipality, district, 

16 or other political subdivision thereof EXCEPT to the extent that the interest is exempt from taxation BY 

17 MONTANA under federal law; 

18 (ii) exempt-interest dividends as defined in section 852(bl(5) of the Internal Revenue Code of 1986. 

19 as that section may be amended or renumbered. that are attributable to the interest referred to in 

20 subsection 11 Hal Iii i 

21 (b) refunds received of federal income tax, to the extent that the deduction of 6ti6A the tax resulted 

22 in a reduction of Montana income tax liability; 

23 (c) that portion of a shareholder's income under subchapter S. of Chapter 1 of the Internal Revenue 

24 Code of 1954, that has been reduced by any federal taxes paid by the subchapter S. corporation on the 

25 income; and 

26 (di depreciation or amortization taken on a title plant as defined in 33-25-105(15). 

27 (2) Notwithstanding the provisions of the federal Internal Revenue Code of 1954, as labeled or 

28 amended, adjusted gross income does not include the following,. which are exempt from taxation under this 

29 chapter: 

30 (a)Jll all interest income from obligations of the United States government, the state of Montana, 

~!!JI,.. Leflllllltlv• coundl 
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county, municipality, district, or other political subdivision thereof and any other interest income that is 

2 exempt from taxation by the states MONTANA under federal law; 

3 {ii) exempt-interest dividends as defined in section 852!bH5) of the Internal Revenue Code of 1986, 

4 as that section may be amended or renumbered, that are attributable to the interest referred· to in 

5 subsection !2)!a){i); 

6 (bl interest income earned by a taxpayer~ who is 65 years of a,~ or older in a taxable year up 

7 to and including $800 for a taxpayer filing a separate return and $1,600 for each joint return; 

8 (c) (i) except as provided in subsection (2)(c)(iil. the first $3,600 of all pension and annuity income 

9 received as defined in 15-30-101; 

10 Iii) for pension and annuity income described under subsection I2Hc)(i), as follows: 

11 IA) each taxpayer filing singly, head of household, or married filing separately shall reduce the total 

12 amount of the exclusion provided in (2)(c)(i) by $2 for every $ 1 of federal adjusted gross income in excess 

13 of $30,000 as shown on the taxpayer's return; 

14 (Bl in the case of married taxpayers filing jointly, if both taxpayers are receiving pension or annuity 

1 5 income or if only one taxpayer is receiving pension or annuity income, the exclusion claimed as provided 

16 in subsection (2)(c}(i) must be reduced by $2 for every $1 of federal adjusted gross income in excess of 

1 7 $30,000 as shown on their joint return; 

18 (d) all Montana income tax refunds or tax refund credits; 

19 (e) gain required to be recognized by a liquidating corporation undor 15-31-113( 1 )(a}(ii); 

20 (f) all tips covered by section 3402(kl of the Internal Revenue Code of 1954, as amended and 

21 applicable on January 1, 1983, received by persons for services rendered by them to patrons of premises 

22 licensed to provide food, beverage, or lodging; 

23 (g) all benefits received under the workers' compensation laws; 

24 (h) all health insurance premiums paid by an employer for an emplc,yee if attributed as income to 

25 the employee under federal law; and 

26 (i) all money received because of a settlement agreement or judgment in a lawsuit brought against 

27 a manufacturer or distributor of "agent orange" for damages resulting from exposure to "agent orange". 

28 (31 A shareholder of a DISC that is exempt from the corporation license tax under 15-31-102( 1 }(I) 

29 shall include in Ai& adjusted gross income the earnings and profits of the DISC in the same manner as 

30 provided by federal law (section 995, Internal Revenue Code) for all periods for which the DISC election 

:~ 
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is effective. 

2 (4) A taxpayer who, in determining federal adjusted gross income, has reduced Ri5 business 

3 deductions by an amount for wages and salaries for which a federal tax credit was elected under section 

4 448 of the Internal Revenue Code of 1954, 9f as that section may be labeled or amended, is allowed to 

5 deduct the amount of the wages and salaries paid regardless of the credit taken. The deduction must be 

6 made in the year the wages and salaries were used to compute the credit. In the case of a partnership or 

7 small business corporation, the deduction must be made to determine the amount of income or loss of the 

8 partnership or small business corporation. 

9 (5) Married taxpayers filing a joint federal return who R'M:l6f include part of their social security 

1 O benefits or part of their tier 1 railroad retirement benefits in federal adjusted gross income may split the 

11 federal base used in calculation of federal taxable social security benefits or federal taxable tier 1 railroad 

12 retirement benefits when they file separate Montana income tax returns. The federal base must be split 

1 3 equally on the Montana return. 

14 (6) A taxpayer receiving retirement disability benefits who has not attained age 65 by the end of 

1 5 the taxable year and who has retired as permanently and totally disabled may exclude from adjusted gross 

16 income up to $100 per week received as wages or payments in lieu of wages for a period during which the 

17 employee is absent from work due to the disability. If the adjusted gross income before this exclusion and 

18 before application of the two-earner married couple deduction exceeds $15,000, the excess reduces the 

19 exclusion by an equal amount. This limitation affects the amount of exclusion, but not the taxpayer's 

20 eligibility for the exclusion. If eligible, married individuals shall apply the exclusion separately, but the 

21 limitation for income exceeding $15,000 is determined with respect to the spouses on their combined 

22 adjusted gross income. For the purpose of this subsection, permanently and totally disabled means unable 

23 to engage in any substantial gainful activity by reason of any medically determined physical or mental 

24 impairment lasting or expected to last at least 12 months. (Subsection (2J(f) terminates on occurrence of 

25 contingency--sec. 3, Ch. 634, L. 1983.)" 

26 

27 Section 2. Section 15-31-113, MCA, is amended to read: 

28 "15-31-113. GroH income and net income. (1) The term "gross income" means all income 

29 recognized in determining the corporation's gross income for federal income tax purposes and: 

30 (a) including: 

~n/1 Ltlfllllt1tl11e counel1 
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(il interest exempt from federal income tax and exempt-interest dividends as defined in section 

2 852(b)(5) of the Internal Revenue Code of 1986, as that section may be amended or renumbered; 

3 (iii the portion of gain from a liquidation of the reporting corporation not recognized for federal 

4 corporate income tax purposes pursuant to sections 331 through 337 of the Internal Revenue Code. fas 

5 those sections may be amended or renumbered+. attributable to stockholders, either individual or corporate, 

6 not subject to Montana income or license tax under Title 15, chapter 30 or chapter 31, as appropriate, on 

7 the gain passing through to the stockholders pursuant to federal law; and 

8 (bl excluding gain recognized for federal tax purposes as a shareholder of a liquidating corporation 

9 pursuant to sections 331 through 337 of the Internal Revenue Code. fas those sections may be amended 

10 or renumbered+. when the gain is required to be recognized by the liquidating corporation pursuant to 

11 subsection ( 1 )(a)(ii) of this section. 

12 . (2) The term "net income" means the gross income of the corporatic,n less the deductions set forth 

13 in15-31-114. 

14 (3) Ne 8 corporation is not exempt from the corporation license tc1x unless specifically provided 

15 for under 15-31-101 (3) or 15-31-102. Any corporation not subject to or liaible for federal income tax but 

16 not exempt from the corporation license tax under 15-31-101 (3) or 15-31-1 ()2 shall compute gross income 

17 for corporation license tax purposes in the same manner as a corporation that is subject to or liable for 

18 federal income tax according to the provisions for determining gross income in the federal Internal Revenue 

19 Code in effect for the taxable year." 

20 

21 Section 3. Section 15-31-114, MCA, is amended to read: 

22 "15-31-114. Deductions allowed in computing income. ill In computing the net income, the 

23 following deductions el=lell lie~ allowed from the gross income received by ~ the corporation within 

24 the year from all sources: 

25 f-++ .1!J. AU all the ordinary and necessary expenses paid or incurred during the taxable year in the 

26 maintenance and operation of its business and properties, including reasonable allowance for salaries for 

27 personal services actually rendered, subject to the limitation l=lereine#ter contained in this section, and 

28 rentals or other payments required to be made as a condition to the continued use or possession of property 

29 to which the corporation has not taken or is not taking title or in which it h,as no equity. Ne 8 deduction 

30 sl=lall lie is not allowed for salaries paid upon which the recipient il=lereef has not paid Montana state income 

~n• £Qlslatl11• COUndl 
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tax;-" ~ro¥ieoEI, l:lowo1,•or However, tl:lat wl:lere when domestic corporations are taxed on income derived 

2 from ',Yitl:lel:lt outside the state, salaries of officers paid in connection with securing~ the income 5flall 

3 ee are deductible. 

4 ~ J!!l..ill AU fill losses actually sustained and charged off within the year and not compensated 

5 by insurance or otherwise, including a reasonable allowance for the wear and tear and obsolescence of 

6 property used in the trade or business~. The allowance te-&e ~ determined according to the provisions 

7 of section 167 of the Internal Revenue Code in effect with respect to the taxable year. All elections for 

8 depreciation 5flall must be the same as the elections made for federal income tax purposes. Ne 8. deduction 

9 sl:lall eo is not allowed for any amount paid out for any buildings, permanent improvements, or betterments 

10 made to increase the value of any property or estate, and A&~ deduction &AaU may not be made for any 

1 1 amount of expense of restoring property or making good the exhaustion tl=leFeet of property for which an 

12 allowance is or has been made. Ne 8. depreciation or amortization deduction ot:lall ee is not allowed on a 

13 title plant as defined in 33-25-105(151. 

14 +&+ 1ill There et:lall ee ~ allowed as a deduction for the taxable period a net operating loss deduction 

1 5 determined according to the provisions of 15-31-119. 

16 ~ 1Jj ~ in the case of mines, other natural deposits, oil and gas wells, and timber, a reasonable 

1 7 allowance for depletion and for depreciation of improvementst-6tl6fl. The reasonable allowance t& must be 

18 determined according to the provisions of the Internal Revenue Code in effect for the taxable year. All 

19 elections made under the Internal Revenue Code with respect to capitalizing or expensing exploration and 

20 development costs and intangible drilling expenses for corporation license tax purposes &AaU must be the 

21 same as the elections made for federal income tax purposes. 

22 f4+ iQ1 The amount of interest paid within the year on its indebtedness incurred in the operation 

23 of the business from which its income is derived; lil1:1t AO iAtorost ot:lall. Interest may not be allowed as a 

24 deduction if paid on an indebtedness created for the purchase, maintenance, or improvement of property 

25 or for the conduct of business unless the income from &tleA the property or business would be taxable 

26 under this part. 

27 ~ 1fil...ill. +8M98 ~ paid within the year, except the following: 

28 {it 1Al +8M98 ~ imposed by this partT,;, 

29 W .1fil +8M98 taxes assessed against local benefits of a kind tending to increase the value of the 

30 propertv assessedT,;, 
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AAt .{Q ~ taxes on or according to or measured by net income c,r profits imposed by authority 

2 of the government of the United States7; 

3 {+Y+ JQl ~ taxes imposed by any other state or country upon c,r measured by net income or 

4 profits. 

5 ™ illl Taxes deductible under this part ~ must be construed to include taxes imposed by any 

6 county, school district, or municipality of this state. 

7 f@+ ill +Mi; that portion of an energy-related investment allowed as a, deduction under 15-32-1037; 

8 f.7.Hat i9.l..ill ~ except as provided in subsection™ ( 11 (gl(iil, charitable contributions and gifts 

9 that qualify for deduction under section 170 of the Internal Revenue Code, as amended. 

1 0 ™ illl The public service commission~ may not allow in the rate base of a regulated corporation 

11 the inclusion of contributions made under this subsection. 

12 fit .!1J. In lieu of the deduction allowed under subsection m il.ll9.l, the taxpayer may deduct the 

13 fair market value, not to exceed 30% of the taxpayer's net income, of a computer or other sophisticated 

14 technological equipment or apparatus intended for use with the compute,r donated to an elementary, 

1 5 secondary, or accredited postsecondary school located in Montana if: 

16 (al the contribution is made no later than 5 years after the manufac:ture of the donated property 

17 is substantially completed; 

18 (bl the property is not transferred by the donee in exchange for money, other property, or services; 

19 and 

20 (cl the taxpayer receives a written statement from the donee in which the donee agrees to accept 

21 the property and representing that the use and disposition of the property will be in accordance with the 

22 provisions of Oil ef tl'lie subsection fit 1'11.!ll. 

23 (3) In the case of a regulated investment company or a fund of a re11ulated investment company, 

24 as defined in section 851(al or 851(hl of the Internal Revenue Code of 1!~86, as that section may be 

25 amended or renumbered. there is allowed a deduction for dividends paid, as defined in section 561 of the 

26 Internal Revenue Code of 1986. as that section may be amended or renumbered, except that the deduction 

27 for dividends is not allowed with respect to dividends attributable to any income that is not subject to tax 

28 under this chapter when earned by the regulated investment company. For the purposes of computing the 

29 deduction for dividends paid, the provisions of sections 852Ib)(7) and 855 of the Internal Revenue Code 

30 of 1986, as those sections may be amended or renumbered, apply. A regulated investment company is 

~~n• Ler,l•tatl11• coundl 
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not allowed a deduction for dividends received as defined in sections 243 through 245 of the Internal 

2 Revenue Code of 1986, as those sections may be amended or renumbered." 

3 

4 Section 4. Section 15-31-119, MCA, is amended to read: 

5 "15-31-119. Net operating losses -- carryovers and carrybacks. (11 The net operating loss 

6 deduction is the aggregate of net operating loss carryovers to the taxable period plus the net operating loss 

7 carrybacks to the taxable period. 

8 (21 The term "net operating loss" means the excess of the deductions allowed by this section over 

9 the gross income, with the modifications specified in subsection (6). 

1 O (3) If for any taxable period beginning after December 31, 1970, a net operating loss is sustained, 

11 the loss must be a net operating loss. carryback to each of the three taxable periods preceding the taxable 

12 period of the loss and must be a net operating loss carryover to each of the five taxable periods following 

13 the taxable period of the loss. 

14 (4) A net operating loss for any taxable period ending after December 31, 1975, in addition to 

15 being a net operating loss carryback to each of the three preceding taxable periods, must be a net operating 

16 loss carryover to each of the seven taxable periods following the taxable period of the loss. 

17 (51 Except as provided in subsection (111, the portion of the loss that must be carried to each of 

18 the other taxable years must be the excess, if any, of the amount of the loss over the sum of the net 

19 income for each of the prior taxable periods to which the loss was carried. For purposes of the 13reoediA!J 

20 seAtenee this subsection, the net income for the prior taxable period must be computed with the 

21 modification specified in subsection (6)(b) and by determining the amount of the net operating loss 

22 deduction without regard to the net operating loss for the loss period or any taxable period thereaher after 

23 the loss period, and the net income so computed may not be considered to be less than zero. 

24 (6) The modifications referred to in subsection (2) are as follows: 

25 (a) The net operating loss deduction may not be allowed. 

26 (b) The deduction for depletion may not exceed the amount that would be allowable if computed 

27 under the cost method. 

28 (cl Any net operating loss carried over to any taxable ~·eore lilegiAAiR!I a~er Gleeernliler a1, 1 Q78, 

29 year must be calculated under the provisions of this section effective for the taxable year for which the 

30 return claiming the net operating loss carryover is filed. 
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1 (7) A net operating loss deduction ~ may be allowed only with regard to losses attributable to 

2 the business carried on within the state of Montana. 

3 (8) In the case of a merger of corporations, the surviving corporation may not be allowed a net 

4 operating loss deduction for net operating losses sustained by the merged corporations prior to the date 

5 of merger. In the case of a consolidation of corporations, the new corporate entity may not be allowed a 

6 deduction for net operating losses sustained by the consolidated corporations prior to the date of 

7 consolidation. 

8 (91 Notwithstanding the provisions of 15-31-531, interest may not be paid with respect to a refund 

9 of tax resulting from a net operating loss carry back or carryover. 

1 O ( 10) The net operating loss deduction R'ID'f Rot ee allewod wi!l=i ros!)oet te ta11:aele !)eriods tRat 

11 eAded eA er eetere QeeeR'leer a1, 1970, eut must be allowed~ with respeict to taxable periods ee§iAAiAg 

1 2 BA er after JaA1::1ar1y 1 , 1971 . 

13 ( 11) A taxpayer entitled to a carryback period for a net operating loss may elect to forego the entire 

14 carryback period. If the election is made, the loss may be carried forward only. The election must be made. 

1 5 on or before the date on which the return is due, including any extension of- the due date, for the tax year 

16 of the net operating loss for which the election is to be in effect. The elec·tion is irrevocable for the year 

17 made. 

18 ( 12) Notwithstanding any other provision of this section. the net operating loss deduction is not 

19 allowed in the case of a regulated investment company or a fund of a reguilated investment company, as 

20 defined in section 851 (al or 851 (bl of the Internal Revenue Code of 1986, as, that section may be amended 

21 or renumbered." 

22 

23 NEW SECTION. Section 5. Effective date -- retroactive appllcabiliity. [This act] is effective on 

24 passage and approval and applies retroactively, within the meaning of 1-2-109, to tax years beginning after 

25 December 31, 1994. 

26 -END-

- 8 - HB 570 




