
SENATE BILL NO. 375 

Introduced: 02/05/83 

Referred to Committee on Taxation: 02/05/83 
Hearing: 2/12/83 
Report: 3/2/83, Do Not Pass. Report Adopted. 
Bill Killed. 
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:J 7.J BILL NOo 

'~~,.,:y_----·----2 INTRODUCED BY 

3 

... A BILe FOR AN ACT ENTITLED: •AN ACT TO EXCLUDE INCOME 

5 DERIVEO FROM SOURCES OUTSIDE THE UNITED STATES WHEN 

6 AllOClTING AND APPORTIONING INCOME FOR PURPOSES Of THE 

7 CORPOqATE LICENSE TAX; AMENDING SECTIONS 15-31-11t1r 

8 15-31-302. AND 15-31-3IZr HCA; ANO PROVIDING AN 

9 APPLICABILITY DATE.• 

10 

11 BE IT EtlACTEO BY THE LEGISLATURE OF THE STATE OF MONTANA: 

12 section 1. Section 15-31-lltlt ~CA., is amended ·to read: 

13 "15-31-1~1. Consolidated returns coMputatIon and 

14 proced~re. Cl) Corporations which are ~ffiliated .ay not 

15 file a consolidated return unless at l~ast 80% of all 

16 classes of stock of each corporation Involved is owned 

17 directly o~ indirectly by one or ~ore members of the 

18 affiliated group. 

19 (Z) Corporations •ay not file a consolidated return 

20 unless the operation of the affiliated group constitutes a 

2l unitary busin~ss and permission to file a con~olidated 

22 return is given by the departtnent of revanue. For purposes 

23 of thi5 section. a •unitary business operation• means one in 

24 which the busin~ss operations conducted by the corporations 

25 in t,1e affiliated group dre interrelated or interdependent 
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to ~he eKtent that the net incoMe of one corporation cannot 

reasonably be deterrai ned without reference to the ope rat: 1 or1s 

conducted by the other corporations. 

(3) If the conditions of subsections (1) and (2) of 

this section are met 9 the departMent •ay require 

corpor-ations to file a consolidated return when the 

department considers a con so 1 i dated ret.urn necessary. 

(4) Any corpo~ation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly. at least BOt of all classes of stoc~ of each 

corp~r~tion involved may be required to ma~e a consolidated 

report showing the combined net income9 such assets of the 

corporation as are requirej for the purpo~es of this 

chapter, and such othe~ information as the department may 

require, but excludinq intercorporate stockholdings and 

intercorporate accounts. Any corporatio~ li3bte to r~port 

under this chapter and owned or controlled. ei~h~r directly 

or indirectly• by another corporation may be required to 

xaKe u report consoljdated ~ith the ow~ing coNpany, showing 

the cam~ined n8t income, such assets of the corporation as 

are requir~d for the purposes of this c~apter• and such 

other infor•ation as the department •ay require. but 

eJr:.cluJ i ng intercorporate stockholdi ngs und intercorporate 

ac.cour•t5· In case it shall appear to the dep=lrtment that any 

arranrement exists in such a mnnner as to im~roperly reflect 
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the business don~. the segregable assets, or the entire net 

i OCO!Ve earned from business done in this state, the 

departMent is ~uthorized and empowered to equitably adjust 

the ~ax in such .anner as it may determine. 

!51-_Ihe departpeQt__gf_£&XeQ~e 8Q¥ not requjre_QDd_QQ 

cor~oratign way elect to fj)e a cgosoljdated return tha~ 

loc1uae~~gmbi~ or c~Ldatjoo at an atfiljatea 

~~-DL-~QQtLcl1&a __ foreign gr other UQited States 

~1~-~~atlqna the jncgge of whiCh Is dgrjyed fro• 

SQ~S outside the United ~~-· 

Section 2• Section 15-31-3029 MCA, is a.ended to read: 

•15-31-302. Definitions. (lJ •Business inco•e• ~ans 

in~ome arising from transactions and activity in the regular 

course of the taxpayer•s trade or business and includes 

income froc tangible and intangible property if' the 

acQuisition, manaqe.ent 9 and disposition of the property 

constitute integral parts of the taxpayer•s regular trade or 

business operations nut dpes po1; inc;lm1e:-incpq fr(W sources 

OJ.IUiQe._the united ~· 

(2) •Nonbusiness inco•e• aeans all income other than& 

Lal business inco~e~ 

Lbl- lncgme frQII sources out:sida the United Sta1;as. 

(3) •co..arcial domicile• aeans the principal place 

from which the trade or business of the taxpayer is directed 

or man,1ged. 
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(4) •compensation• .eans wages 9 salaries, commissions, 

and ant other form of remuneration ~aid to employees for 

per~onal services. 

(5) •sales• neans all gross receipts of the taxpayer 

not allocated under 15-31-30~. 

(6) •state• ~eans any state of the United States, the 

Oi5trict of Columbia, the Co.monwealth of Puerto Rfcot QL 

any t~rritory or posseasion of the Unf~ed Statesy--~~--ftfty 

~e+,n-eeaft~ or political subdivision thereof.• 

Section 3. Section 15-31-312• ~CA 9 Is amended to read: 

"15-31-312. Appor~ionmen~ forlftUla relief 

provisions. If the allocation and apportlon~ent provisions 

of this par~ do not ~alrly represent the extent of th~ 

~axpa~er•s business activity In this sta~e. the taxpayer may 

petition for or the tax ad•lnistrator may require, in 

respect to all or any part of the taxpayer's bU$iness 

activity ax~t~ioess activit¥ -~du~--~ide__L~ 

UOi1~--~tates ~g~au~Ln_l~~cl~d from sourc~~ 

aut~e the Upited States~ If r~asonable: 

(1) 5eparate accounting, provided t"e taxpayer's 

activities in this sta~e are se~arate and distinct fro~ its 

operations conducted ou~side this state and are not a part 

of a unitary business ope~ation conducted wl~hJn and without 

this state. For purposes of this part, a •unitary business• 

is one in which the bUsiness conducted within the state is 
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1 dependent upon or contributory to the business conducted 

2 outside this state or if the units of the business within 

3 and without this state are closely allied and not capable of 

4 separate ~aintenance as independent businesses. 

5 (2) the @Xcluslons of any one or more of the factors; 

b (3) the inclusion of one or more additional factors 

1 which will fairly represent the taxp•yer•s business activity 

B In this state; or 

9 (4} the e•ployMent of any other method to effectuate 

10 an equitable allocation and apportionment of the taxpayer•s 

11 inco~.· 

1? ~~i~~. Section~. A~pllcabllity date. This act 

13 applies to taxable years beginning after December 31, 1983. 

-End-
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STATE OF MONTANA 
REQUEST NO. ~-3_46_-_8_3_ 

FISCAL NOTE 
Form RD·/5 

In compliance with a written request received February 11 • , 19 ~ , there is hereby submitted a Fiscal Note 

tor Senate Bill 3 7 5 pursuant to Title 5, Chapter 4, Part 2 of the Montana Code Annotated (MCAI. 

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 OF PROPOSED LEGISLATION: 

Senate Bill 375 excludes income derived from sources outside the United States when 
allocating and apportioning income for purposes of the corporate license tax; and 
provides an applicability date. 

ASSUMPTIONS: 

1) Revenues from the corporation license tax is projected by the Office of Budget 
and Program Planning. 

2) Financial institutions in Montana derive more of their income from foreign sources. 

FISCAL HIP ACT: 

Corporation License Tax 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

General Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

School Foundation 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

FY 84 

$ 41,904,000 
35,904,000 - 36,904,000 
(5,000,000 - 6,000,000) 

$ 24,835,000 
20,995,000 - 21,635,000 
(3,200,000 - 3,840,000) 

$ 9,701,000 
8,201,000 - 8,451,000 

(1,250,000 - 1,500,000) 

Continued 
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FY 85 

$ 48,817,000 
42,817,000- 43,817,000 
(5,000,000 - 6,000,000) 

$ 29,259,000 
25,419,000 - 26,059,000 
(3,200,000 - 3,840,000) 

$ 11,429 ,ooo 
9,929,000 - 10,179,000 

(1,250,000 - 1,500,000) 

BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: Z... -I \ - 1 J 



Sinking Fund 
Under Current Law 
Under Proposed Law 
Estimated Decrease 

Local Government 
Under Current Law 
Under Proposed Law 
Estimated Change 

COMNENT: 

-2-

FY 84 

$ 4,268,000 
3,608,000 - 3,718,000 

( 550,000 - 660,000) 

$ 3,100,000 
3,100,000 

-o-

FY 85 

$ 5,029,000 
4,369,000 - 4,419,000 

( 550,000 - 660,000) 

$ 3,100,000 
3,100,000 

-o-

The following audit collections resulted from inclusion of income from 
foreign sources in the taxable base of multinational corporations: 

FY 81 
FY 82 

First Half of FY 83 

$12,615,573* 
2,949,285 
2,430,649 

*Include a single audit collection of $8,009,095. 

TECHNICAL OR MECHANICAL DEFECTS OR CONFLICTS WITH EXISTING LEGISLATION: 

Page 3, Line 18: The proposed new wording would be easier to interpret 
if it were added as a complete sentence: "Business income does not include 
income from sources outside the United States." 

FISCAL IMPACT 12:AA/2 


