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Subchapter 5


Deductions


42.15.501  CREDIT FOR INCOME TAXES PAID TO OTHER STATE OR COUNTRY  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-124, MCA; Eff. 12/31/72; AMD, Eff. 10/5/74; AMD and TRANS, to ARM 42.4.402, 2004 MAR p. 1965, Eff. 8/20/04.)


42.15.502  COMPUTATION OF CREDIT FOR TAX PAID OTHER STATE OR COUNTRY  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-124, MCA; Eff. 12/31/72; AMD and TRANS, to ARM 42.4.403, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.503  CREDIT FOR PUBLIC CONTRACTOR'S GROSS RECEIPTS TAX  (TRANSFERRED)  (History: 15-50-103, MCA; IMP, 15-50-207, MCA; Eff. 12/31/72; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD and TRANS, to ARM 42.4.3102, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.504  INVESTMENT CREDIT  (Repealed)  (History: 15-30-305, MCA; IMP, 15-30-162, MCA; NEW, 1978 MAR p. 727, Eff. 5/26/78; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 1983 MAR p. 1542, Eff. 10/28/83; AMD, 1984 MAR p. 2032, Eff. 12/28/84; REP, 1992 MAR p. 2555, Eff. 11/26/92.)

42.15.505  BUSINESS INVENTORY TAX CREDIT  (Repealed)  (History: 15-30-305, MCA; IMP, 7, chap. 613, L. 1981; NEW, 1982 MAR p. 295, Eff. 2/12/82; REP, 1992 MAR p. 2555, Eff. 11/26/92.)

42.15.506  COMPUTATION OF RESIDENTIAL PROPERTY TAX CREDIT FOR ELDERLY  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-176, MCA; NEW, 1982 MAR p. 608, Eff. 3/26/82; AMD, 1983 MAR p. 1265, Eff. 9/16/83; AMD, 1993 MAR p. 571, Eff. 4/16/93; AMD, 1995 MAR p. 2851, Eff. 12/22/95; AMD, 1996 MAR p. 3148, Eff. 12/6/96; AMD, 1998 MAR p. 183, Eff. 1/16/98; AMD and TRANS, to ARM 42.4.302, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.507  DEFINITIONS  (Repealed)  (History: 15-30-305, 15-31-501, 15-32-611, MCA; IMP, 15-30-165, 15-30-166, 15-30-167, 15-31-161, 15-31-162, 15-32-601, 15-32-602, 15-32-603, 15-32-604, 15-32-609, 15-32-610, MCA; NEW, 1992 MAR p. 2196, Eff. 9/25/92; AMD, 1995 MAR p. 2850, Eff. 12/22/95; AMD, 1996 MAR p. 3148, Eff. 12/6/96; AMD, 1998 MAR p. 183, Eff. 1/16/98; AMD, 1998 MAR p. 1004, Eff. 4/17/98; AMD, 1999 MAR p. 2581, Eff. 11/5/99; AMD, 2000 MAR p. 2109, Eff. 8/11/00; REP, 2004 MAR p. 1965, Eff. 8/20/04.)
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42.15.508  CREDIT FOR INVESTMENTS IN DEPRECIABLE EQUIPMENT OR MACHINERY TO COLLECT, PROCESS OR MANUFACTURE A PRODUCT FROM RECLAIMED MATERIAL, OR PROCESS SOILS CONTAMINATED BY HAZARDOUS WASTES  (TRANSFERRED)  (History: 15-32-611, MCA; IMP, 15-32-601 through 15-32-610, MCA; NEW, 1992 MAR p. 2196, Eff. 9/25/92; AMD, 1995 MAR p. 2850, Eff. 12/22/95; AMD and TRANS, to ARM 42.4.2604, 2004 MAR p. 2601, Eff. 8/20/04.)

42.15.509  PERIOD COVERED FOR THE RECLAMATION AND RECYCLING CREDIT  (TRANSFERRED)  (History: 15-32-611, MCA; IMP, 15-32-601 through 15-32-610, MCA; NEW, 1992 MAR p. 2196, Eff. 9/25/92; AMD, 1995 MAR p. 2850, Eff. 12/22/95; AMD and TRANS, to ARM 42.4.2605, 2004 MAR p. 2601, Eff. 8/20/04.)

42.15.510  DEFINITIONS  The following definitions apply to rules found in this subchapter:

(1)  "Nonbusiness deduction" has the same meaning as nonbusiness deduction for federal income tax purposes when computing a net operating loss and includes the following Montana items:

(a)  the standard deduction provided in 15-30-122, MCA;

(b)  the deduction for federal income taxes provided in 15-30-121, MCA, to the extent not attributable to business profits;

(c)  the deduction for political contributions provided in 15-30-121, MCA;

(d)  the part of the deduction for expenses for organic and byproduct inorganic fertilizer provided in 15-30-121, MCA, that is not a trade or business expense;

(e)  the deduction for payments for premiums for medical care and for premiums and certificates for long-term care provided in 15-30-121, MCA;

(f)  the deduction for a light vehicle registration fee provided in 15-30-121, MCA, if it is not a trade or business expense;

(g)  the deduction for the patriotic license plate surcharge provided in 15-30-154, MCA, if it is not a trade or business expense;

(h)  the deduction for per capita livestock fees if they are not trade or business expenses; and

(i)  the deductions for charitable contributions, including contributions to the child abuse and neglect prevention program provided in 15-30-121 and 15-30-156, MCA, donations of computer equipment to schools by small business corporations provided in 15-30-126, MCA, and donations to the veterans' services account or the state veterans' cemetery program provided in 15-30-154, MCA.
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(2)  "Nonbusiness income" has the same meaning as nonbusiness income for federal income tax purposes when computing a net operating loss and includes the following Montana items:

(a)  interest on the obligations of another state or territory and mutual fund dividends attributable to the interest;

(b)  federal income tax refunds and other recoveries of nonbusiness deductions in a prior tax year that reduced Montana income tax;

(c)  income attributable to the unqualified withdrawals from medical savings accounts provided in 15-61-203, MCA, and the unqualified withdrawals from first-time home buyer savings accounts provided in 15-63-203, MCA; and

(d)  decrease in the federal charitable contribution deduction attributable to claiming a charitable endowment tax credit.  (History: 15-30-305, MCA; IMP, 15-30-101, 15-30-110, 15-30-117, MCA; NEW, 2004 MAR p. 3147, Eff. 12/17/04.)

42.15.511  CREDIT FOR NONFOSSIL ENERGY GENERATION SYSTEM (TRANSFERRED)  (History: 15-32-203, MCA; IMP, 15-32-201, 15-32-202, MCA; NEW, 1977 MAR p. 974, Eff. 11/26/77; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 1983 MAR p. 1266, Eff. 9/16/83; AMD, 1985 MAR p. 1635, Eff. 11/1/85; AMD and TRANS, to ARM 42.4.102, 1986 MAR p. 2011, Eff. 12/12/86.)

42.15.512  DETERMINATION OF APPROPRIATE SYSTEMS  (Repealed) (History: 15-32-203, MCA; IMP, 15-32-201, 15-32-202, MCA; NEW, 1977 MAR p. 974, Eff. 11/26/77; AMD, 1982 MAR p. 10, Eff. 1/15/82; AMD, 1985 MAR p. 1635, Eff. 11/1/85; REP, 1986 MAR p. 2011, Eff. 12/12/86.)

42.15.513  ELIGIBILITY REQUIREMENTS TO HOLD A QUALIFIED ENDOWMENT  (TRANSFERRED)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-165, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; AMD and TRANS, to ARM 42.4.2703, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.514  TAX CREDIT AND DEDUCTION LIMITATIONS  (TRANSFERRED)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-165, 15-30-166, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; AMD, 2000 MAR p. 2109, Eff. 8/11/00; AMD, 2002 MAR p. 3722, Eff. 12/27/02; AMD and TRANS, to ARM 42.4.2704, 2004 MAR p. 1965, Eff. 8/20/04.)
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42.15.515  CREATING A PERMANENT IRREVOCABLE FUND  (TRANSFERRED)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-165, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; AMD, 2000 MAR p. 2109, Eff. 8/11/00; TRANS, to ARM 42.4.2705, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.516  REPORTING REQUIREMENTS  (TRANSFERRED)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-166, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; AMD, 2000 MAR p. 2109, Eff. 8/11/00; TRANS, to ARM 42.4.2706, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.517  APPLICABILITY DATES  (Repealed)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-165, 15-30-166, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; REP, 2002 MAR p. 3722, Eff. 12/27/02.)

42.15.518  QUALIFIED ENDOWMENT CREDIT  (TRANSFERRED)  (History: 15-31-501, MCA; IMP, 15-30-165, 15-30-166, 15-30-167, 15-31-161, 15-31-162, MCA; NEW, 1998 MAR p. 1004, Eff. 4/17/98; AMD and TRANS, to ARM 42.4.2707, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.519  DETERMINING PRESENT VALUE FOR THE ENDOWMENT CREDIT  (TRANSFERRED)  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-166, MCA; NEW, 2000 MAR p. 2109, Eff. 8/11/00; TRANS, to ARM 42.4.2708, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.520  COMPUTATION OF THE TAX CREDIT FOR THE PRESERVATION OF HISTORIC BUILDINGS  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-180, 15-31-151, MCA; NEW, 1998 MAR p. 184, Eff. 1/16/98; AMD and TRANS, to ARM 42.4.2902, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.521  MARRIED TAXPAYERS  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-180, 15-31-151, MCA; NEW, 1998 MAR p. 184, Eff. 1/16/98; AMD and TRANS, to ARM 42.4.2903, 2004 MAR p. 1965, Eff. 8/20/04.)

42.15.522  OWNERSHIP OF HISTORIC BUILDINGS  (TRANSFERRED)  (History: 15-30-305, MCA; IMP, 15-30-180, 15-31-151, MCA; NEW, 1998 MAR p. 184, Eff. 1/16/98; AMD and TRANS, to ARM 42.4.2904, 2004 MAR p. 1965, Eff. 8/20/04.)
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42.15.523  STANDARD DEDUCTION  (1)  Except as provided in (3) and (4), a taxpayer who does not claim itemized deductions is allowed the standard deduction.

(2)  The standard deduction is 20% of the taxpayer's Montana adjusted gross income subject to the following minimum and maximum amounts, which are adjusted annually for inflation:

(a)  Tax years beginning before December 31, 2004:




Minimum

Maximum
Married filing a joint return

  or head of household




$ 1,300

$ 3,000

Single or married filing a 

  separate return





$     665

$ 1,500

(b)  Tax years beginning after December 31, 2004:








Minimum

Maximum
Married filing a joint return

  or head of household




$ 3,160

$ 7,120

Single or married filing a

  separate return





$ 1,580

$ 3,560

(3)  The following requirements govern the standard deduction of married taxpayers who do not file a joint return with their spouse:

(a)  A married taxpayer filing separately may claim the standard deduction only if his or her spouse does not file a Montana individual income tax return claiming itemized deductions;

(b)  As provided in 15-30-134, MCA, a taxpayer who is legally separated from his or her spouse at the end of the tax year under a decree of divorce, legal separation, or separate maintenance is not considered married for purposes of this rule;

(c)  In the event of death of one of the spouses, the restriction described in (3)(a) is applicable with respect to the tax year ending with death and the tax year of the surviving spouse in which the death occurs; and

(d)  By filing a separate return claiming a standard deduction, a married taxpayer represents that the taxpayer's spouse did not or will not claim itemized deductions.
(4)  A standard deduction may not be claimed for an estate or trust.  (History: 15-30-305, MCA; IMP, 15-30-122, MCA; Eff. 12/31/72; AMD, Eff. 11/3/75; AMD, 1982 MAR, p. 10, Eff. 1/15/82; AMD, 1983 MAR p. 1465, Eff. 10/14/83; AMD and TRANS, from ARM 42.15.421, 2004 MAR p. 3147, Eff. 12/17/04.)
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42.15.524  ITEMIZED DEDUCTIONS OF MARRIED TAXPAYERS  (1)  If one spouse files separately and itemizes deductions, then both must do so.
(2)  An itemized deduction of a married taxpayer who files a separate federal income tax return claiming the itemized deduction may not be claimed as an itemized deduction by the taxpayer's spouse.

(3)  If a married taxpayer files a separate Montana return, the following rules apply if the taxpayer filed a joint federal income tax return with the taxpayer's spouse or did not file a federal income tax return:

(a)  an itemized deduction clearly attributable to one spouse may be claimed only by the spouse to whom it is attributable; and

(b)  if the spouses file a separate return on the same form, an itemized deduction not clearly attributable to one spouse may be divided as provided on the form;

(c)  if one or both of the spouses files a separate return on a separate form, an itemized deduction not clearly attributable to one spouse must be divided equally unless the spouses enter into a binding written agreement providing a different division;

(d)  the agreement described in (3)(c) is a tax record each spouse must retain and provide to the department on request.


(4)  Except as provided in 15-30-111, MCA, ARM 42.15.206 and (5), if a taxpayer files a Montana return claiming an itemized deduction that is allowed only to taxpayers claiming a specific federal filing status, the deduction is disallowed unless the taxpayer files their Montana income tax return using the same status.

(5)  Married taxpayers who file separate Montana returns and are allowed a deduction for mortgage insurance premiums paid under section 163 of the Internal Revenue Code, 26 U.S.C. 163, are allowed the same deduction calculated using the federal rules for married taxpayers filing a joint return.  (History: 15-30-305, MCA; IMP, 15-30-111, 15-30-121, MCA; Eff. 12/31/72; AMD and TRANS, from ARM 42.15.423, 2004 MAR p. 3147, Eff. 12/17/04; AMD, 2008 MAR p. 178, Eff. 2/1/08.)

42.15.525  MONTANA ADJUSTED GROSS INCOME TO BE USED WHEN CALCULATING ITEMIZED DEDUCTIONS  (1)  Except as provided in (2), when the deductions allowed under 15-30-121, MCA, are limited to a percent of adjusted gross income by reference to the IRC, Montana adjusted gross income must be used when calculating the deductions limitation for the Montana return.  Montana adjusted gross income is defined in 15-30-111, MCA.
(2)  Taxpayers who are allowed a deduction for mortgage insurance premiums paid under section 163 of the Internal Revenue Code, 26 U.S.C. 163, may use their federal adjusted gross income when computing the allowable amount for the Montana return.  (History: 15-30-305, MCA; IMP, 15-30-121, MCA; NEW, 1984 MAR p. 2033, Eff. 12/28/84; AMD and TRANS, from ARM 42.15.423, 2004 MAR p. 3147, Eff. 12/17/04; AMD, 2008 MAR p. 178, Eff. 2/1/08.)
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42.15.526  SMALL BUSINESS LIABILITY FUNDS  (1)  Tax deductible administrative costs as provided by 15-30-127 and 15-31-117, MCA, are limited to those that are allowable under the Internal Revenue Code and are ordinary and necessary costs directly connected with or pertaining to the management or maintenance of the principal of the fund.


(2)  Administrative costs are tax deductible by:


(a)  a cash basis taxpayer in the year they are paid; or


(b)  an accrual basis taxpayer in the tax year in which the accrual is made.


(3)  Contributions to and administrative costs of an independent liability fund shall be reductions of income in arriving at Montana adjusted gross income.


(4)  Upon termination of the independent liability fund the trustee shall file with the department a copy of the Federal Form 1099.  The returns must provide the amount of any distribution, to whom the distribution was made, and the calendar year of the distribution for any distribution made from the principal or income of the fund.  (History: 15-30-305, 15-31-501, MCA; IMP, 15-30-107, 15-30-127, 15-31-117, 15-31-118, MCA; NEW, 1987 MAR p. 2390, Eff. 12/25/87; AMD, 2000 MAR p. 3557, Eff. 12/22/00; AMD and TRANS, from ARM 42.2.401, 2008 MAR p. 340, Eff. 2/15/08.)
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