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INTRODUCEB

4 3TILL FOR AN ACT ENTIILED: "AY ACT ABENDING SECTION
s4-150¢, R.C,HM. 1947, TC PECVIDE AFFILIATED CORPCORATICONS THE
PHIYILEGE OF FILING COCNSOLIDATED RETURHS AND PROVIDING aF

IMBEDIATE BPFECTIVE DATE."

BF IT ENACTED BY THE LEGISLATURE OF THE STATE CF KONTANA:
Sec+icn 1. Section 88-1509, R.C.M, 1287, is amended to
read as follows:
mEG.1509, Consolidated returas — computation and
procednre on, {1} Cocrporations which are afEfitdsied-pay—anet

£ile geaghers of an affiliated group may file a consclidated

return eetess—at-least-elghir per—eent-{13%—nf-all——elasses
ai-—stech—ef-ongh-sepporation-daralved deouoed-dizectlysE
iedipactly-by-ono-{I}-or——RGFe —ACRBOTE—6E—tho—affiliated

gToup ¥ith respect to the corporation licenss tax imposed by

this chapter, The affiliated qromp shall fiie such

consolidated returs based on the sawe method as _the groap

files its federal coasclidated _income tax return, adiusting

itess of ipcomwe _and _expense ip  accordance _with other

provisions of Title 84, chapter 15.
42 —Corporations—aay—aok—E£ilo-a-censelidared-return
R ies6—the—oporation—of-the—affiliatad-group-——constitaton—a
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4hitary—bisinege——and—-perpicsion—to——£ile —a-serselidated
setuEa—de—given—by thoe——state —departnent —of —sorvepse—FoF
PREPSILE—O0f —thif 60600y —a-RERiLar-BUELRI9S—0poEALianY
scane—ore-An—uhich-the-bisiness-opecations—Geondusied—by—the
gerporations—in——the—affiliated—group areintasrelated-oF
intecdopendent—te—the—osront-that—tho-——net-——iasape-—ef-—sne
SIEFGEFELOR———GARROLE~——EGA60Ra bl ——bo——Jdeteorpined—uithous
seforense—to—tho—operatioas——cepdueted-—by—sbe——pther
gerssrationsy

42y-—FE-—bhe—aonditions —af-subsesticas—43—ani—42—0f
this—cectisn—atoe—pety-tho-etate-depasinent —of—rovonso—nay
Fegrite——eerperatiess—te—file-a—egoncolidated-retuszp -shep—the
dopariferi~oonsiders—a-senseridasnd-Fotann—pogessar

{2y as used in this section, the tera "affiliated

qronup_ _means_ _cne or_more chains of includible corrorations

conracted through stock ownership with 4 coszon - warent

corporation which is an includikle corporation if:

{a) __stock possessing at least 80% of the wvoting power

2f all classes of stock and at least 80% of each class of

the nonvoting stock of each of the includible corrorations

fexcept the common_pacent corporatiocn) is owned directly by

aone_nr_more of the other_ includible gorporations: anpgd

(by _the _common_parent corporation cwns directly stock

possassing at least B0% of the voting power of all classes

of stock _and _at_ least B0% of each class_of the nonvoting
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stock_of at least one of the other includible corporations,

As__used _in this subsection, the tera_ ®"stock® does_not

include_nronvoting stock which is limited and preferred_as_to

dividends,

{3} _As psed in this _section, the term "incladible

corporation" means any corporatiop subject to_taxation under

this _chapter,

{(4) Any corporation liable to report under this act
and owning, or controlling, either directly or indirectly,
at least eighty vper cent (BOX) of all classes of stock of
each corporation involwed, may be reguired to make a
consolidated report showing the combined net income [,] such
assets of the corporation as are required for the purposes
of this act, and such other information as the state
department of revende may require, but excluding
intercorporate stockholdings and intercorporate accounts.
Any corporation liable to report under this act and ovned or
contrelled, either directly or indirectly, by another
corporation may be required to make a rTeport consclidated
with the owning company, shoving the ccmbined net income,
such assets of the corporation as are required fer the
purposes of this act, and such other information as the
state department of revenue wmay require, but excluding
intercorporate stockholdings and intercorporate accounts. In

case it shall appear to the state department of revenune that
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any arrangement exists in soch a2 manner as to improperly
reflect the business done, the segregable assets or the
entire net income earned from business dope in this state,
the state department of revenne is authorized and eampowered,
in such manner as it may determine, to equitably adjust the
tax."

Sectiop 2. Exclusions. This act does not apply to any
corporation having income from business activity which is
taxable both within and withoet this state and subject to
allocation and apportionment ander 84-1503.

Section 3. Application. The amendments wade by this
act apply to taxable years emding on or after December 31,
1976.

Section #, Effective date. This act is effective on
its passaée and approval.

—End-
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STATE OF MONTANA.
REQUEST NO. __323=77

FISCAL NOTE

~ Form BD-15 o
in compliance with a written request recaived February 3 . _, 19 .. 77_, there is hereby submitted a Fiscal Note
for __House Bill 345 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth 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 $26.500M $28.000M
Corporation License Tax
under proposed law $26,182M $27.664M
TOTAL DECREASE $ .318M $ .336M

LONG-RANGE EFFECT

Revenue from corporation license tax would be about 1.27% less under the proposed law than
it would be under current law.

*  PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR : i

Office of Budget and Program Planning
g Date: .. o2 ~9 —73 -
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STATE OF MONTANA eviseq
REQUEST N0, _335-77

FISCAL NOTE
Form BD-15

In compliance with a written request received February 3 , 19 77 , there is hereby submitted a Fiscal Note

for House Bill 345 pursuant to Chapter 63, Laws of Montana, 1965 - Thirty-Ninth 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.

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 corporatioms 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

FY 78 FY 79

Corporation License Tax

under current law $26.500M $28.000M
Corporation License Tax

under proposed law $26.182M $27.664M
TOTAL DECREASE 5 .318M $ .336M BUDGET DIRECTOR

Office of Budget and Program Planning
(CONTINUED ON PAGE 2) Date:




STATE OF MONTANA "Revised
REQUEST N0, _399=77
FISCAL NOTE

) Form BD-15
In compliance with a written request recaived _Februaxy 3 , 19 _77__, there is hereby submitted a Fiscal Note
for _House Bill 345 pursuant te Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislativa Assembly.

Backg?ound information used in developing this Fiscal Note is available from the Qffice of Budget and Program Planning, to members
of the Legisiature upon request,

PAGE 2

LONG-RANGE EFFECT | | _ ‘ ‘

Revenue from ceri:oration license tax could be reduced by as much as 1.2% below levels
projected under curreant law.

PREPARED BY DEPARTMENT OF REVENUE

BUDGET DIRECTOR
_ Office of Budget and Program. Planning
. Date: .2, ~RL. =27
~ 2 va
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Approved by Committee
on Taxation

AOUSE BILL NO. 345
INTRODUCED BY PCHTER, RAMNIREZ,

MOORE, HARRINGTON, GERKE, MCLAME

A BILL FOR AN ACT ENTITLED: “AN ACT QAMEHDING SECTIOR
B4-1509, R.C.H%. 1987, TC PROVIDE AFPILIATED COBPCRATICES THE
PRIVILEGE ©F FILYIRG CONSOLIDATED BETURES AND PROYIDIEG AN

TMMEDYATE EFFECTIVE DATE."

BF IT ENACTED BY THE LEGISLATURE OF THE STATE OF HMONTARA:
section 1. Section 841509, R.C.M. 1947, is amended to
tead as follows:
"84--1509, Consolidated returns — computatiosn and
procedure on. (1) Corporations which are affiliated-say-nas

£ile pembers of ap affiliated group may file a consclidated

return ssless—at—leasr—oighiy—per—vent—{868)—of—all—slasses
of—steoek-—of-cach—corpotatian—involved—is-ewned-direetiy—oF
indi Ty 3 : . Y ;

grenp with respect to_the corporation licepse_ tax imrosed_by

this chapter, The affiliated group shall file _such

consolidated return based-en-ithe-sase—Rethod——as—%bhe——qFroup
£ilos——i od 3 1id i i ' 34
itosg-of-inceas—and-eIpense in_accordance with REGULATICES

PROMULGATEL _UNDER INTFERNAL REVENUE CODE SBCTIOR_1502 EICEPRT

To_TBE_EXTENT SOCH REGULATIONS ARE IN CONFLICT #ITH otber

SECOND READING
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prcyisions of Title 84, chapter 15.

{2) __As_used in _this section, the tersn Taffijiated

group" _means_ _one_or more chains of includible corporations

connected_through _stock _ownership with _a_ _coseon parent

corporation which is_an incluodible corporation if:

fa} _stock bpossessing at least B0% _of the wotipg power

cf all classes of stock_and_at_least 80X of each_ _class of

the _nonvoting stock of ecach of the includible corporatjiops

{except the ccapon_ parent corporation} is _owned directly by

cne_or more of the other includible corporations; and

—2- ] 68 345
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{b) _the copmon parent corporation ouwps_directly stogk
pessessing at least 80X of the yoting power of _all clagsss
of stock apd at Jleagst 80X of each class of the nonwotipg
gtock of at least ome of the otber ipcludible corporationg.
As__used in this subgecticm, the ters "stock" does pot
include nopvoting stock which is limited _and preferged as_to
dividends.

{3) _As gsed ip this sectjon, _the tegm Mipcludible
tion” me apy c o io ubjec t i
this chapter,

(&%) Any corporation liable to report umder this act

and owping, or coatrolling, either directly or irdirectly,
at least eigity per cent (80%) of all classes of stock of
each corporatiom iovolved, may be required to make a
consolidated report showing the combined et income [,] sach
assets of the corporation as are required for the purposes
of this act, and such other isformsation as the state
departeent of revenne nay require, but excluding
intercorporate stockholdings and intercorporate accounts.
Any corporation liable to report under this act and owned or
controlled, either directly or indirectly, by anpother
corperation may be required to msake a rteport comsolidated
with the owaing cosmpany, showing the combiped pet income,
suchk assets of the corporation as are reqguireéd for the

purposes of this act, and suck other information as the

-3 HB 345
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state departsent of revenwe #may require, bant excluding
interccocrporate stockholdings and intercorporate accounts. In
case it shall appear to the state department of revenue that
any arranpgepent exists in such a manner as tc imprcperly
reflect the business done, the segregable assets or the
entire net income earned from business done in this state,
the state department of revenue is authorized and empowered,
in such sanner as it may determine, to equitably adjust the
tax."

Sectior 2. Ezclusioms. This act does not apply to any

coEpeoraties AFFILIATED 1] [ 35 OB MERBER

APFILIATED GROUP QF CORPGQRATIONES having income from business
activity which is tazable both with and without this state
and—aehiest—io—allecation—ani-apporsiontent—andes—84-3503.
THIS ACT SQES NOT PRECLUDE THF DEPAREMENT OF _REYENUR__FROS
E Ik 0 ONBIN COREO GN DBEE SECTIION €8-1503
R K. 1347

Section 3. Application. The amendments smade by this
act apply to taxable years ending on or after December 31,
1976.

Section 4. Effective date. This act is effective on
its passage and approval.

-End-—
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ACUSE BILL HO, 345
INTROPUCED BY PORTEB, RANIREZ,

MOORE, HARRINGTON, GERKE, HCLANE

B BILL FOR AN ACT ERTITLED: "A¥ ACT AAENDING SECTIOR
Bu-1509, R.C.HM, 1947, TO PBOVIDE AFFILIATED COBPORATIONS THE
PRIVILEGE OF FILING CONSOLIDATED RETURRS AND PROVIDING AN

IMMEDIATE EPFECTIVE DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF RONTANA:
section 1. Section B4#-1509, R.C.N, 1947, is amended to
read as followus:
"84—-1509, Consolidated returms -— computation aad

procedure on. (1) Corporations which are affidiated-say-Reot

£ile wmenbers of an affiliated group may file a comnsolidated

return saless—ai-least—eighty—per-—sent—{80%)—0f—all —clesses
: . ¢ ; : . lved—i i ds .1
indi Lt . ) £ . 5514 a

greoup with regpect to_the corporation license tax imposed by

this chapter, The affiliated group shall _file _such

consolidated return based-ea—the-case-sothed——ag——the——qgresp
ikons-of-ipcemo—and-expense in_accordapce with REGDIATIONS
PROMULGATED _UNDER INTERSAL REYFRUE CODE SRCTICE 1502 EXICERT

TO _THE BXTENT SUCH _BEGULATIONS ARE IN CORFLICT WITE otheg

THIRD READING
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previsions of Title 8UW, chapter 15.

{2) _As used_in__this _section, the _texrs _*affiljated

group" means__one or more chains of inmcludible corporations

connected through_ stock_ _oswnership with _a_ _coamon _parent

corporation which is_ap_includjble corporation_if:
fa) _stock _possessing_at least 680% of the votimg powver

of all classes of stock and_at least 80% of _each__class__of

the ncnyvoting stock of each of the includible corporations

fexcept the_ccamon parent corporation} ig owned directly _by
ope or more of the other includidle corporatiops; and

-2 BB 3&4%
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As__used in this sebgeclLiga, the  ters "siock” dceg pot
ipclyde nopvoting stock which is lisited apd erefsczed as te
dividends,

(3) _As wsed ip _this _sectjon, the _tera _"jpcludible
corporation” means_any corporatjop_subject to tazatics under
this chapter.

{#) Any corporation 1liable to report under this act

and owning, or controlling, either directly or indirectly,
at least eighty per cent (80%) of all classes of stcck of
each corperation involved, =may be regquired to pake a
consolidated report showing the cosbimed net incose [,] such
assets of the corporation as are reguired for the purposes
of this act, and such other information as the state
departsent of revenue may reguire, but excluding
intercorporate stockholdings and intercorporate acccuatses
Any corporation liable to report under this act and owned or
controlled, either directly or indirectly, by another
corporation may be required to make a report consolidated
with the owning company, showing the combined net income,
sech assets of the corporation as azxe required for thke

purposes ‘of this act, and such other informatiom as the

-3- BB 345
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state department of revenwe wsay reguire, but excluding
intercorporate stockholdings and intercorporate accounts. In
case it shall appear to the state department of revenue that
any arrangement exists in such a manner as to improperly
reflect the businéss dome, the segregable assets or the
entire met incowe eafhed from busimess doke in this state,
the state departaent of revemue is authorized4and empovered,
in such manner as it may determine, to equitably adjust the
tax.™
Section 2. Exclusions. This act does not apply to any
eorporatios AFFILIATED GRQUP OF CORPORATIOSS OE MERBER OF AR
APFPILIATED GROUP_OF CORPQRATIONS having income from Fkusiness
activity which is taxzable both with and without this state
2 b5 N 12 ; ; N doi-84-1503.
THIS_ACT DOES ¥OT PRECLUDE THE DEPARTMENT _OF _BEVENDER _FEOM
ELECTING TO__COMBINE A _CORPOBATION UADER SECTION B84-1503,

B, C 1947

Section 3., 2application. The amendments made by this

act apply to tazable years endimg on or after Decesber 31,
1976,

Section 4. Effective date, This act is effective on
its passage and approval.

-End—
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