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8'1-151]9, R.C.~. 1<!47, TC l'RCVIDE AFFILIATED CORPORATIONS THE 

PRIVILEGE OP FILING CONSOLIDATff BETaRNS ~SD PROVIDING A~ 

I~~EDIATE EFFECTIVE D~TE." 

1'1' IT ENACTED 81 THE LEGISLATURE OF THE STATE 0!' ~ON'IANA: 

Sec-tion 1. section sq-15oq, R.c.M. 19Q1, is aeended to 

read as follavs: 

•34-1509. consolidated returns coaputation and 

proceO.nre on. {1) Cc::;:wrations vhicb are a4!H.±i-a-J;<>&~~ 

~~ !2~,bP"!:.§_Q~n.__aff_;_!i~~;l_g_~E-.m~file 3. Co:1DSClidated 

L?turn ~±o3c at leas* ei~~tv pQF eegt ~~~~-~±*--~€~ 

--~~ sf ea&&-..-~~~~"-2'""'-~+.l,~<H; 

-H>44~1lly ll'f 9R'? ++l e'!? !IIH'e ile•lisEs~~-!filiate<i 

~~ _::lth respec_L!~~~_E_Qrporation_lic~~-l~l~.2sed_~y 

thi~--_£~te£_._ T~~-af!iliateQ__g£~~-sb~ll fil2-_§g£~ 

£2~QliQat~d_feturn based on tbe sa1e method as tQ£_~~ 

files its federal consolid~t@Q_inco~tax retu~~Y§ting 

i tems __ of_i11£Q1i___~_i:.!~Q2~__i.u_~£.QrdaggL_'!i tb _Ql!!.~! 

E£Q.!iSi2!J.L2L.!itlL!!h_Ch2~_a. 

~erperati&&& ea• aet filg a eeaseli4~-E~~R 
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YBitary B~sineee aft~ ~ermiseieB te file a 99BB9lieate4 

2 

4 ~~ iB WHi~e-8YSift@Se 8~~r~ G9DQDStea Bf t~ 

s ~~~--4a the affiliate& ~rea~ are iH~@££@latee &r 

& isterje?~~t~~ orteat ~~at ~ae ~et ia~-&~~ 

7 ~-----sa-~H~et Euasoaa8ly toe aet<;,.:!HHAI&!\--~ 

p ""1 c .... -.::::c-~~ 

q ~~~ 

1 0 +~r~ th<' eeR.Utioes~1\ieae (1) 2-1>~~ 

1 1 ~~ are il@t,-4!-loe state S!Ji><H:~eaee aay 

12 ~aLre S9£!'erat.;e!lc te fil~6<H\€&-H4;tea re*"-·" '"~·"" tee 

13 ~:.H--9-G.JL~~·~-EB~'=IPE BOE-e-s-f'".n'!~-[-..-

14 .1ll_~€d in __t£i§ __ s§.£!:io~ the_~!L~:.l:i!_li~J;ed 

, ~ -aron~ m.~ans cne or aor:e chains of i!\cludi~ . .l:L.£orr:::o;;:atiQn§ 

16 conn~cted thr:ouqh stock. ownership vit~--"-~~:t.!A2a.. __ 2li~i!i 

17 corooratian which is an includi~le_£2~~~tion if~ 

1 R Jil--2!Q£!__possessina at least 80~ of the vo~iQg_£Q~~I 

19 2.L alL c1 a~~!L.2Lllick~M._~l~ t J3 0~_2L~~£!'"--S:l&f'.L.._2! 

20 the_Q£l!'!:Otin!J stock of each o.~ the i.ncludihle cor.Egratio!!§ 

21 .C:~L! he 0l.l'!!!:!2.!LI!!!llJJ.L£QI£2!;a-t iQnLi~_Q!.l!~Qi£.'?;ct lv 2.! 

22 gn~_2~rP of the other_includiblg_£QrEQ£~tion§~nd 

23 ill___tl!!: __ £2!.!Q!LE~n t_£Q£.E.2£2i.!E~s Erect 1-L~.Q£~ 

2U £QSS-ossin3_at least B0' of the voting_£~f__£ll__s;!~~§ 

2") of_;;toct~1-~ lea§.:L.§O~ of 'l.e£~1"'<:L~~~oti.!!9 
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stock of at least one of the other includible corporatjon§£ 

~s used in this subsection. the tera ~stock• does not 

include nonYoting stock which is liajted and preferred as ~ 

diyidends. 

!3) As used in this _section, the ter• "includible 

corporation• aeans any corporation sabiect to taxation nuder 

this chaptet;. 

(II) Any corporation liable to report under this act 

and owning, or controlling, either directly or indirectly, 

at least eighty per cent (80~) of all classes of stock of 

each corporation inYolyed, aay be required to aake a 

consolidated report shoving the coabined net incoae [,]such 

assets of the corporation as are required for the purposes 

of this act, and such other inforaation as the state 

departaent of reYenue aay require, but excluding 

intercorporate stockboldings and intercorporate accounts. 

Any corporation liable to report under this act and owned or 

controlled, either directly or indirectly, by another 

19 corporation aay be required to aake a report consolidated 

20 with the owning coapany, shoving the coabined net incoae, 

21 such assets of the corporation as are required for the 

22 purposes of this act, and snch other inforaation as the 

23 state departaent of reyenue aay require, but excluding 

211 intercorporate stockholdings and intercorporate accounts. In 

25 case it shall appear to the state department of reYenue that 
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any arrangement exists in such a aanner as to iaproperly 

reflect the business done, the segregable assets or the 

entire net incoae earned fro• business done in this state, 

the state departaent of re•enue is authori~ed and eapo•ered, 

in such aanner as it •ay deter•ine, to equitably adjust the 

tax." 

Section 2. Exclusions. This act does not apply to any 

corporation having incoae fro• business actiYity which is 

taxable both within and without this state and subject to 

allocation and apportion•ent onder 84-1503. 

Section 3. Application. The aaendaeots aade by this 

act apply to taxable years evding on or after Deceaber 31, 

1916. 

Section q. EffectiYe date. This act is effectiye on 

its passage and approval. 

-End-
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STATE OF MONTANA 
REQUEST NO. _3_5_5-_7_7_ 

FISCAL NOTE 

Form BD·l5 ..,.J 

In compliance with a written request re..::aived February 3 , 19 ....12_ , there is hereby submitted a Fiscal Note 

for House Bill 345 pursuant to Chapter 53, Laws of Montana, 1965. Thirty-N!nth Legislative Assembly. 

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

of the Legislature upon request. 

DESCRIPTION 

This bill provides affiliated corporations the privilege of filing consolidated returns 
and provides an immediate effective date. 

ASSUMPTIONS 

1. Corporation license tax collections are estimated to be $26.5M in FY 78 and $28.0M 
in FY 79. 

2. Actual corporation license tax data for FY 73, 74 and 75 indicate that, had the 
proposed legislation been in effect, the loss in revenue would be approximately 
1. 2%. This percentage loss will continue through FY 78 and FY 79. 

3. Administrative costs will remain unchanged. 

- FISCAL IMPACT 

"" , .. 

Corporation License Tax 
under current law 

Corporation License Tax 
under proposed law 

TOTAL DECREASE 

LONG-RANGE EFFECT 

$26.500M $28.000M 

$26,182M $27.664M 

$ .318M $ .336M 

Revenue from corporation license tax would be about 1.2% less under the proposed law than 
it would be under current law. 

PREPARED BY DEPARTMENT OF REVENUE 

Office of Budget and Program Planning 

Date: ~ -· 1 - 7 7 .., 



STATE OF MONTANA 

FISCAL NOTE 

r r<.e" i-s~cl 
REQUEST NO 355-77 ·------

Form BD·l5 

In compliance with a written request re~aived _F_e_b_r_u_a_r..::y_3 __ _ 19 __!}__ . there is hereby submitted a Fiscal Note 
...,I 

for __ House_ BilJ."--'3~4"-'5._ ____ pursuant to Chapter 53, Laws of Montana, 1965 · Thirty·Nlnth Legislative Assembly. 

~I 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. 

~ 

THIS FISCAL NOTE REVISES THE ORIGINAL FISCAL NOTE 
DESCRIPTION 

This bill provides affiliated corporations the privilege of filing consolidated returns and 
provides an immediate effective date. 

ASSUMPTIONS 

1. Corporation license tax collections are estimated to be $26.5M in FY 78 and $28.0M 
in FY 79. 

2. Actual corporation license tax data for FY 73, 74 and 75 indicate that, had the 
proposed legislation been in effect, the loss in revenue would be approximately 
1.2%. This percentage loss will continue through FY 78 and FY 79. 

3. Administrative costs will remain unchanged. 

Assumption 2 is a result of a study of corporation license tax records of groups of 
affiliated corporations. 

There are two assumptions implicit in the calculation of fiscal impact: (1) most of the ~ 
affiliated corporations will adopt the treatment afforded them under this bill and will file 
consolidated returns, and (2) there will be no dramatic increase or decrease in the number 
of affiliated corporations reporting net operating losses. Clearly, if the former assump­
tion is not realized and fewer corporations avail themselves of the opportunity to file 
consolidated returns or, if the number of affiliated corporations reporting net operating 
losses were to decrease significantly, the attendant decline in corporation license tax 
revenue could be considerably smaller. 

It should also be noted that it is impossible to estimate how much loss in revenue might 
result under current law from operating losses being carried forward during the biennium 
by members of affiliated groups. The estimated loss under this bill could be decreased by 
an amount equal to the reduction due to net operating losses carried forward under current 
law. 

FISCAL IMPACT 

Corporation License Tax 
under current law 

Corporation License Tax 
under proposed law 

TOTAL DECREASE 

FY 78 

$26.500M 

$26.182M 

$ .318M 

(CONTINUED ON PAGE 2) 

FY 79 

$28.000M 

$27.664M 

$ .336M BUDGET DIR'ECTOR 

Office of Budget and Program Planning 

Date: -------



STATE OF MONTANA IRe vise!!' d.. 
REQUEST NO. 3SS-n 

FISCAL NOTE 

Form BD·lS 

~·-----------------------------------------------
In compliance with a wrftten request re.:aived lobruary 3 , 19 JL, there is hereby submitted a Fiscal Note 

for Ho'l,llg B:f.Jl 345, pursuant to Chapter 53, Laws of Montana, 1965 · Thirty·N!nth Legislative Assembly, 

Background information u.-d in developing this Fisc:al Note is available from the Office of Budget and Program Planning, to members 

of the Legislature upon req1.1est. 

PAGE 2 

LONG ... RANG! PFEC'l' 

Revenue from corpo:t"ation license ta¥ could be reduced by as mueb as 1. 2% below levels 
projected under current law. 

P~ARED BY DEP.ARTMINT OF UVENUE 

.I 

£ . (] . . q ~ .~ ~ 4 
~ .,_-«-.~-~ .......... ~--7 \1 . 

BUDGE 'C OHfECTOR "'· 

Office o.f Budget and Program Planning 

Date: -~:_;l,.L_.: 2.;J_ __ _ 
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Approved by Committee 
on Taxation 

BOUSE BILL 10. 34S 

INTRODUCED BY PeRTER, BlBIR!!, 

~OO~E, HARRINGTON, GERKE, !cLlHE 

1 BILL fOR ~~ ACT EBTITLED: •&a &Ct lBEIDI!G SECTIOB 

B'-1509, R.C.B. 19q7, TO PROVIDE llfiLllTED CORPOBlTIOJS THE 

PRIVILEGE OF FILIRG COISOLIDATED BETDRJS liD PBOliDIHG lJ 

TBBEDIATE EFF!CTIVE DATE." 

BE IT ENACTED BY THE LBGISLATURE OF THE STATE OF ftOJTlll: 

section 1. Section aq-1509, a.c.B. 1947, is a•ended to 

read as follows: 

"8~1509. Consolidated returns coaputation and 

procedure on. (1) Corporations vhich are 

~ meahers of an affiliated group aay file a consolidated 

* ~- ef eaah ae£pe£a~iea ia•el9ei is ewaei iiEeetly e£ 

iaiiEee~ly ~y-&ae-(1) 8£ ae£e aea~e£& ef the affil*atei 

~ vit~spect_!g the corporation license tax iaposed_hl 

thi§_ _ _g!J..2.£1er, !he affiliated _;rQY£ shall fi!!_~~~ 

~ i;!:s h~l seaseHa; 

iD accordance ~ ~.!lLlll.Q!~ 

~1GATED UNDEB INTlRNlL REVENUE CODf SECTlO~ 1502 EICEfi 

!Q_!~EX!]~T SDCR REGULATIOJS ARE IB COiPLICT _!!!fi 2lh!£ 

SECOND R E A D I N G 
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(~) Gew~e£atiess aay aa~ file a eeaealiaatei sewvsa 

aslese th9 epe&atiea ef the affiliate& ~seap aeaa~itatee a 

sai•aEy 8as~&&e aai peE8issiea te file a eaaealiiatei 

JIB£fi9SI!I~ tais seatiaa, a •eait&Ef 8aaiaese apeea•iea• 

.aaas eae ia whish tee ~aeiaeae epeeatiaas aeaaaewei ay waa 

ae£peeatieas ia the affiliatei ~£aep a£& iawe£selatai a£ 

~aee te the epe&atieas seadssted aT tae etaee 

aaepeeatieaso 

~i~ If tae aeeiitiaae al eeaeeetieas 11) ••• tat ef 

iepa£taeat eaaeiiees a eeaseliaated eetesa aeaeseasyw 

Jlt~ nsed_!n_~!§_ section&--the tara •affi}iateg 

g~one" •eans one o~ aore chains of includible coxporation~ 

connected~gl} _ _&.J;ock__..2.!!!!~.l!iP vith a co•aon pareaj; 

~~E~!i2ll~fri£Q_is_~in£1ndible corE£Igtion jf; 

j~l__stQ£_k __ £~ing_gt least BOJ of the yotiag po~ 

~ll....£1i!li£i~o£ stog~a t_lea;;aU.QL2L~]L_g1a£i§ __ gf 

the nonyoting stock of each of the includible c~~porati£D§ 

jgxcept_the_££•mon parent corporatio~_i§_owned directly !I 

one or more of the other includible cor£QIA1!Q~~-~D~ 

-2- BB 311~ 
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J£l_~ __ co••on pa!ept CP!eoratiov OJDS difectly sto'k 

(!QS§essinq at lent 801 of tile !Olia9 !!9!1U pf-A!l classu 

Of stock and at least 801 OJ eact cla§.f 2' t!li noptota=u: 

§1oct of at leAst one of the ptk§r !•clgdiple corpo111io~ 

&a gsed in this subsectioa, !he tert "stock" dpss got 

in£1yd~ nopvotipq stock yb~cb is lilitsd &Qd pEefer,ed tf to 

d!Jidends.._ 

l1L ls n;;e~ i1!..__1hU_1ectiop. tbe ten •ipc,lgdil!l! 

co,poration" 1eans any cqrpo!ation &!biect to ta1atiQB gad!( 

t!ais chapter.._ 

C') &nJ corporation liable to report n1der ~s act 

and ovninq, or coatrollia9. either ditectlJ or indjrectly, 

at least eigatJ per cent (801) of all claases of stock of 

ea~ corporatioa iAvolved, &aJ be r .. ui!ed to 1&ke a 

consolidated report showing the coabiaed net inco1e [,] soc!a 

assets of the corporation as are required for the purposes 

of this act, and s!ch other iafor•etioa as the state 

departaent of reyeage .. , .:eqaire • but eacladi119 

intercorpor~te stockholdinqs and intercorporate acconnts. 

lnJ corporation liable to report nnder this act and owned or 

controlled, either di.:ectly or indir~tly, bJ aaot~er 

corporation aay be required to 1ake a report consolidated 

with the ovning co•pany, shoving the co.Oined net inco••• 

24 such assets of the corporation as are required for the 

25 purposes of this act, and such other inforaation as the 

-3- HI! 3115 
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state departeent of revenue aay require, but excluding 

intercorporate stockholdings and intercorporate accounts. In 

case it shall appear to the state depart1ent of revenue that 

auf arrangeaent exists ill such a aanner as to iaproperly 

reflect tbe business done, the segregable assets or the 

entire net incoae earned froa business done in this state, 

the state depart•ent of revenue is authorized and e8povered, 

in such aanner as it •ay deteraine, to eqgitably adjast the 

tax." 

Section 2. Ezclusioas. This act does net apply to any 

ee5peea$iea APPILIIT!D GBODP QP COIPOIItiOIS Ol B!IBEB Of ll 

lPfiLIATID GIOUP Of COIPOijflOJS having iacc1e froB business 

actiYity which is taxable both vit.h aad witloog,t this state 

--A --~~--~ •- _,, ___ ~~-- --~ ----~~----~ --~-- •~ •~n~ 
~--··J--· ·- --·---~·-· ·-- r• ••- -··-- ----- ·-·-• 
THIS lCT DgjS NQT PiECLDD! TBF DBPlR~ftEit Of__jj!J!!l__l)Q§ 

EI,E£TIJG TO CO!IBU! l COllPOiUIOII UIDBB SBCTIOI M-1503. 

ll,C,ft, 19117, 

Section 3. lpplicatioa. Tae a1endae11ts lade by this 

act apply to taxable Jears ending on or after Dece8ber 31, 

1976, 

Secticn_4. EffectiJe date. this act is effectiYe on 

its passage and approval. 

-End-

-II- 118 345 
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HOUSE BILL HO. 345 

IIITRODIICED BY POiTBB, Bl!IIRB%, 

IIOORE, HARRIIIGTOII, GERll!, !cLUB 

1 BILL FOR &~ ACT ENTITLED: •11 ACT l!BBDIIG S!CTIOI 

84-1509, B.C.II. 1947, TO PROVIDE lPPILil~ID COBPORITIOIS TBI 

PRIVILEGE OF FILIRG CONSOLIDATED BETURIS AIID PROVIDIIG AI 

lii!IEDilTE EPffCTIVE DATE," 

BE IT EIIACTED Bl THE LEGISLl~URI OP T81 STATE OP IIOITlll: 

Section 1. Section 84-1509, R.C.!I. 1947, is aaended to 

read as follo~s: 

"8~1509. consolidated returns coaputatiou and 

procedure on. (1) Corporations which are afliliatei ••f aet 

~ aeabers of an affiliated group aay file a consolidated 

return uBless at least ei!A'f peE eeB4 f&QIJ ef all ela&se& 

~ vitb respect_!Q the corporation li£ense tax iapo!ed_BJ 

!h~_£k~er, The atfiliat~d qrou~ll__!il!_~~ 

consolidated return ~asei ea tee saae aet!ei as ••! gF•!E 

!ilea its fe!~§BB!s!!iatea i~ !•• F!t•f!• ai1!stja! 

iteae af !aseaa aai e~ in accordance vitb !l§OLAIIO!~ 

PBO~OLGATED _UNDEB INTEBIAL BE1!NUI CODE S!C7ICR 1~Ql_!!£!fl 

tO TQE_EXTENT SUCH BEGOLITIOIIS ABE Ill COJPLICT Ill§ oth!; 

T H I R D R E A D I N G 
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£lOVisions of Tit~!&_chapter 15. 

(21 Ge&pepa\ieae BBf 8e\ iila a eaaaaliiatei &B\&£8 

ealess \ae apePatisa ef \ae alfiliatei !E&ap eeaetitates a 

uai\apy ~esiaess aaa peEaiesiea •• fila a eeaaeliiatei 

paspeaes ef tais eeetiaa, a ... i\aPy aaaiaeaa epasatiaa• 

aeaas eaa ia vaiea \ae aeeiaese epaea•iaas eaa&.a\ai ~J tee 

ee5pepa\ieas ia taa a£1iliatai !&eap ••• ia\aePala\ei •• 

iataPiepeaieat te the eateat taa\ \he aet iaaaae af eae 

seppeEatieaso 

ii) If tee seaii\ieaa ef saaaeatieas (1) ••• f~J ei 

tais seetieB aEe aet, tee a•••• iap••••••• ei ••••••• aar 

ee!BiEe eeEpaea\ieas te fila a eaaseliiatei eeta£8 waea \ae 

iepaetaeat eaaeiieEs a eaassliiatai Eetapa aeaaeaaEyo 

(2) As used !n tbis section, the tet' •affiliate~ 

group" aeans one or aore chains of 

connected through stock ownership with a coaaon parent 

£Q!poration vbicb is an includible corporation if; 

J!l--2!Q£k possessing at least BOt of the votjnq pove• 

of all classes of stock and at 1£!st 801 of each c~ass __ 2! 

the~~oting stock of each of the includible CQIR~!!i2D! 

(except the ccaaon pa~ent corporation)_~_ovoed directly gy 

one or aore of the ot~_iocludible corporatiol§i-~Dg 

-2- BB 345 
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J!l_~_qot.on Ptrapt corporatiop q1gs directlY stgek 

pos!essing at leaat 80! of tbe votiJq pore& g£ •11 cltBSS§ 

ot stoc~ gpg at laast &fl o# each elaif of t4e pottoting 

stpg of a& least on u tU gthL i.aclg4ibla conogtisu. 

ls gsejl in 1;bis ub§!§liM4 tH. tsn "•to&t" does »21 

ipqlyde oopvotinq stock whic) is 1i•&ted &&4 a;ttar;ad I§ tt 

d!Yidend:e. 

f3) ls n~ia this sectiou. the tert "iRe~~ 

corporation• teaps any corporatiog sub1ect to tazatioa andet 

this chapter~ 

(II) Any corporation liable to report uDder this act 

and owning, or controlling, either directly or indirectly, 

at least eighty per cent (801) of all classes of stock of 

each corporation involved, aay be required to aake a 

consolidated report showing the coabiaed net iucoae [,] sach 

assets of the corporation as are required for the purposes 

of this act, and such other inforaatiou as the state 

departaent of revenue lay require, but excluding 

intercorporate stockholdil!qs and intercorporate a~cGaa-t:s. 

ADJ corporation liable to report uuder this act and owned ~ 

controlled, either directly or indirectly, by aacther 

corporation aay be required to aake a report consolidated 

with the owning co.pany, showing the colbined net incoDe, 

2' such assets of the corporation as are required for the 

25 purposes 'of this act, and such other iaforaatioa as the 
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state departaent of revenue aay require, but ezcluding 

intercorporate stockho1dings and intercorporate accounts. In 

case it shall appear to the state depart•ent of revenue that 

any arrange•ent ezists in such a •anner as to iaproperly 

reflect the business done, the segregable assets or the 

entlrs net inco•- earned froa business d~be in tbis state, 

the state depart•ent of revenue is authorized and eapovered, 

in such aanner as it aay deteraine, to equitably adjust the 

ta:z:.• 

section 2. Exclusions, this act does not apply to any 

eawpeea•iaa A!ll!lJTED GIODP OP COJPOBltlOIS Qi !EIB!B OP II 

lPPILIAT!D GROUP OP CQiPQBltiOJS hawing iacoDe froa business 

activity which is tazable both vith and without this state 

ael sa~;es• •• allaaa•iae aai appae•ie••••* wale& e. 150~. 
THIS. ACT DOES SOT PRBCLDDE THE DBPABT!EIT Ol__JJ!JIUJ fiQD 

!LBCIIIG TO CO!BIRE A C9!EQBlTI01 OIDBR SBCilOI 84-1501& 

R,C,!, 19117, 

Section 3. Application. The aaeadaents lade by this 

act applf to tazallle years endiag on or after Deceaber 31, 

1976. 

Section 11. Effective date, This act is effective on 

its passage and approval. 

-End-
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