SENATE BILL NO, 414

INTRODUCED BY ELLIOTT, HAGER,
CRIPPEN, TOWE, HALLIGAN

IN THE SENATE

February 15, 1983 Introduced and refsrred %o
Committea on Taxation.
FPebruary 16, 19283 Fiscal Hote requested.
Pebruary 17, 1983 Committee recommend bill do
: pass as amended. Report
adopted.
February 18, 1983 Fiscal Note returned.

Bill printed@ and placed on
menbers' desks.

February 19, 1983 Sacond reading, do pass.

February 21, 1983 Correctly engrossed.

Pebruaary 22, 1983 Third reading, passed. Ayves,
48; Yoes, 1, Tranamitted to
House,

IN THE HOUSE

February 28, 1983 Introduced and referred to
Committes on Taxation.

April 13, 1983 Committesa recommend bill ba
concurrad in as amended.
Report adopted.

April 14, 1983 Bacond reading, concurred in,

April 18, 1983 Third reading, concurred in.



IN THE BENATE

April 15, 1583 Returnad to Senate with
anendmanta.

April 20, 1983 Second reading, amendnents
concurred in.

April 21, 1983 Third reading, amendments
concurred in. Ayes, 50;
Hoes, 0,

Sent to enrolling.

Reported correctly enrolled,
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INTRODUCED BY __§£Q§é§9=ﬂe’

A BILL FOR AN ACT ENTITLED: ®AN ALT TO COUPLE MONTANA'S
OEFINITION OF ®SMALL BUSINESS CORPORATION® TO THE FEDERAL
ODEFINITION FOR PURPDSES OF THE CORPORATE LICENSE TAX;
AMENDING SECTIDNS 15-31-201 AND 15-31-202y MCA; REPEALING
SECTIONS 15-31-205 THRCGUGH 15-31-207s MCA; AND PROVIDING AN

IMHEDIATE EFFECTIVE DATE AND AN APPLICABILITY OATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 15-31-201s MCAy is amanded to read:
®15-31-201e Definitionse (1) For purposes of this

parts the term *saall business corporation* neans a

corporation doing business in Montana and which does-not

hevedr
tai--more—than-+f-sharehoiderss
tbi-—as-a-shareholdar-a-person-{other=—than--an--estate
and-other—-than—a-trort-deseribed-in-15=32-26Fy-who-is—net-an
tndividasts
{tey~—a~nonrestdent-atien-ss-a-shareholderi-ond
td¥y——more--than--one--cltass—of--stoek pas _wade a_yalid
election undec. Subchanter.d of Chapter 1 _of _the _Internal

Beyeouc.lLode of 1954«

{2) For purposes of ¢this party the term "electing
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small business corporation® meanss with respect to any
taxable yeary a small business corporation which has made an
election umder--thia--pert under Subchapter S in effect for
such taxable year."

Section 2. Section 15-31-202+ MCAs is amendad to rvead:

"15-31-202. Election by small business corporation.
{1) Exeept-—as--provided——in--subsection——{5yy——any A small
business corporation wmay electy——tn-—-necordonce-——~with--the
provisions-—of-—this-seetieny not to be subject to the taxes
imposed by this chapters Sceh-eleetion-shali-be—-vatid--onty
rf-~consenced-to-by-adi-persens-who—are-sharehotders—in-sach
corporations—-Fhae-etection-ts-effackivesr

tay-~on~the-first-day~of-the-~first—-—-cannble—-year--for
which—~such——etecttan~is~effeceiver—if-such~etection—ta-made
on—or-pefore-sach-Ffirst-deyt-or

thy--on—the-day-on—wirteh~the-edection—+s-padey-—¢F~—-the
etection-{s—made-after-soch-First-dayy

(2). If a small business corporstion makes an electicn
undey subsection (1)s then:

(a) with respect to the taxable years of the
corporation for which such election is in effects Such
corporation is not subject ta the taxes imposed by this
chapter ands with respect to such taxable years and all
succeeding taxable yearss the provisions of this part apply
to such corporationi and

_INTRODUCED BILL
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{b) with respect to the taxable years of a shareholder
of such corporation in which or with which the taxable years
of the corporation for which such election Is in effect endy
the orovislons of this part apply to such shareholders and
with respect to such taxable years and all succeading
taxable vyearss the provisions of this part apply to such
shareholder.

{3) An-election-ander—subseecion—{tii-ney-pe-—made-—hy—ea
9!5!%-—hﬁs+nesa—earpofat*on—fer-unyftenehie-reer-ut-any~t}me
daring-the-first-month-ef-suech-taxabie-yesp—or-at-—any--time
doring--the—-month--preecading——-soch~-first--nenthv—-~Sueh An
election wader suhsection-£1) esust be made in accordance
with rules prescribad by the department of revenues

{4)——An-~ctection-under-subsection—ti}-ts-effeetive-for
the-taxable-year-of-the-corperation-for-which-it-is-made—and
far-ati-succeeding-taxabie-years-of-the--corporation——unjesy
§t--+s-—tern+naeedv-—-éth—-reapeee-to—enr-sueh-temgble—yearv
andear-subsectton-{5¥w

t5r-—tey~ti}-An-elecrion—under-subsection-{ir-made—by-n
suel-business-corporation-tarminates-if-any-parsen—whe--was
not--e--sharehslder——+n--2uch-corporation-at-the~-ting-of~the
in*tia%-c%ect+oﬁ-nnﬂer—:ﬁbscétion~fi1"pbsequant§1-beeo-as-a
shorehalder—in-sueh-corporation-and—offirnatively-refuses-+n
aceordance-~uith——rules--prasepibed-—by-—the--department--to

content-—to-ruchrelection-on—er-before-the-tdth~day~-asn-wirieh
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he-acquires—the—stocks
¢t+¥3-if—the-person-acquiring-the-stock—ra-the-eatata-of
a-~decedenty-—the--period--under—-subsection——{5ytayt+3-—Ffor
affirpativety-refusing-to-consent—to-the-electian-expires-on
thes-58th~--day-—afeer--whichever-—of--the--foltlowing--ia-the
eartiers
{AT--the-day-on-which-the-executor-er—adnraistrator——of
the-escate-quatifiest—or
t85-—the—~-tagt-——day—--of--the-—taxadble--year-—of —the
corporationy—tn-which~the-dacedent-dieds
i y=-Any-ternination-of-zn-election——under-—subsection
153 taytiy-by-resson-of-the-affirmative-refusat-of-any-persoen
to--consent-—to--such--etection—ta-effective-for-the-taxable
year-nf-the-eerporation~in--which-—suth—~-person-—becenes--a
sharehotder-—+n--the-—corporatton——and—-for--ali--sueeceading
taxabte-yenrs-of-the-corparations
tap~—An-etection—under-subsection~¢iy-made-by--a-—amatd
bustness——corporetion-—may-—be-revoked-by-rt-for-any-taxebie
year-after—the~firse-tanable-yenr-for-which-ehe-elteetion——is
effectivesr-—An~~alection-—nay-be-revoked-only—+f-ald-perasons
who-are-sharehetders—+n-the-corporatisn-on—-the-day-en-~whieh
the-—revoeation-—ia--made——consent--teo-—the--revoestione--A
revocut+on—unqer-th§s—pofegrnph—+s—effeet+vef
t+)--for-the—taxcbte-year-in-wirttch-noder-if-gade—before
the—ctose-of-the-first—month-of ~such-taxable-years

—4_
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trty-for-the—taxeble-year-folloning-the-taxabbe-year—in
whieh-uadey-+f-mode—nfter—the-close-of-suth-First-monthy-and
for-alt}-suceeceding—taxahte-years—of-—-the—-corporations-~5uch
revacation—-mist-be—snde-in-accordence-with-rutes—preserthed
by—the-deparements

ter--An-etection—under-sabsectton-{i)-wnde-by-—a--smal}
basiness—ecorporation—terminates~if-the-corporation-ceases—to
neet-—the--definition-of-a-smaii-businesa-corporation—et-any
time-after-ejection—+s-ef fective—ander—svhasetion—{i)w

tdy—-Sach-terminotion-ta-effective—for-the-taxable-yeae
of -the-corporatton-tn-nhich-the-corporation-censes—to--be—-g
amali—~basiness——corperation--ond—-for—ati-suceceeding-tonnbde
yoars-of-the-corporations

£6)-—Ef—a-—sanFi--business—-corporation--has--made——-an
eteetion-—under—-subsection-{i}-~ond—+f-sveh-etection-has—-been
terpinated-or-revoked-nnder-subseetion-{5)vy-such~corporation
and-any—-sueccessor-corporatien-are-not-etigib¥e-—to--make--an
e}ection-—under-snbsection—{iy-for-oany-taxashte-year-prior-to
es-fEFth-toxabte-year-which-begins-after-the~first——taxadble
yeor—-—for--which-saeh—ternination-or-revocation—-irs~effactive
ontesy-the-department-conzants-to-such-etections

+¥¥L42) This election s not effective unless the
corperate net income or loss of such electing corporation is
included in the stockholders® adjusted gross Income as

defined in 15-30-111.

-

-~ @ WM s W

¢8¥(3) Every
the minimum fee of

NEK_SECIIQNa
through 15-31=207,

MEM _SELTION.
datesas This act
applies tao taxable
and to all taxable

the effective date

tC D3ass0l

electing corporation Is required to pay
$10 required by 15-31-20%4."

Section 3. Repealere Sections 15-31-205
MCA, are repealed.

Section #. Effective and applicability
is effective on passage and approval and
years beginning after December 31s 1982,
years for which an amended return maye on
of this acts still be filed.

-End-

-



STATE OF MONTANA

REQUEST NO. __4_323__
FISCAL NOTE
Form BD-15
In compliance with a written request received __February 16, , 18 83 there is hereby submitted a Fiscal Note
f Senate Bill 414 .
or pursuant to Title &, Chapter 4, Part 2 of the Montana Code Annotated (MCA).

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 414 couples Montana's definition of "small business corporationr" to the

federal definition for purposes of the corporate license tax; and provides an immediate
effective date and an applicability date.

FISCAL IMPACT:

If a significant number of regular corporations convert to small business status, a
revenue loss could occur. Also, if multi-state corporations with fewer than 35
shareholders are eligible to claim the investment tax credit, there could be a
potentially significant decrease in corporation license tax revenues. Retroactive
adoption of the federal laws could cause an additional large revenue loss and severe

administration problems. The magnitude of the potential fiscal impact cannot be
estimated for the biennium.

FISCAL NOTE 14:0/1

BUDGET DIRECTOR
Office of Budget and Program Planning

Date: _ € = | ¥~ 53
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Approved by committee
on Taxation
SENATE BiILL NO. 414
INTRODUCED BY ELLIOTTy HAGERs

CRIPPENy TOWEy HALLIGAN

A BILL FOR AN ACT ENTITLED: ™AN ACT TO COUPLE MONTANA®S
DEFINITION OF =SMALL BUSINESS CORPORATION® TO THE FEDERAL
DEFINITION FOR PURPOSES OF THE CORPORATE LICENSE TAX;
AMENDING SECTIONS 15-31-201F AND 15-31-202+« MCA; REPEALING
SECTIINS 15-31-205 THROUGH 15-31~20T+ MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE.™

BE IT ENACYED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-31-201y MCA, is amended to read:
"15-31-201ls Definitions« (1)} For purposes of this

party the term "small business corporation™ means a

corporation doing business in Montapna and which dees-net

hﬂ;ei
ta}--more~than-i0-sharehotderat
tbi~—as-e-sharechotder-a~person-{other~=than-~an-—escats
and-other-than-a-trust-described-én-15-3}-287}~who-+s~not-an
+tndividuatt
tes=ra-nonresident-alien—as-s—-sharehotdery-and
fdj--more~—than--one--class--of-~stock Nas_pade.a. wialid
electien_uader Subchapter 3 of Chapter. 1. .of _the_ Interpal
Reveaus_Lode of 125% AND _THEREAFYER HAJ FILED A _LOPY THEREQE
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MIIH TUE DEPARIMENI.

{2} For purposes of this parte tha term ®electing
small business corporation®™ meanss with respect to any
taxable years a smal) business corporation which has made an
election wunder~-thés--~paret yndec Subchaptar & in effect for
such taxable year.®

Section 2« Section 15-31-202y MCAy is amended to yfead:

"15-31-202« Election by small business corporation,.
(1} Execept--as=-—previded-——in--subsection——{t&yv——any A small
business corporation wmay electy—in-—sceordance--with-~-the
provisrons-—of-—this-sectiony not to be subject to the taxes
imposed by this chapter. Sush-siection~shati-pe~~vatid--onty
if--consented-ce-hy-ati-perasons-who-ore-sharehoiders—in—saeh
corporations-Fhe-election- ts-effeceiver

fey-—on-the-first-day-of-the-~first--taxable——year—Ffor
nhich--such--etection-is-effeetivey—if-sueh~cteetian-ia-nade
on~or-pefore~sach—first—dayy—or

to)-~on—the-day-on-which-the-é}ection-+s-madey——irf-—the
eteetion—+s-made—nfeer—aneh-first—days

¢2) If a small business corporation makes an election
under subsection {1}, then:

(a) with respect to the taxable years of the
corporation for which sSuch election is in effecty such
corporation is not subject to the taxes imposed by this

chapter and, with respect to such taxable years and a1

-2= SB 414

SECOND READING
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succeeding taxable years, the provisions of this part apply
to such corporation;: and

{0} with respect to the taxable years of a3 sharaholder
of such corporation in which or with #hich the taxable years
of the corporation for which such election is in effect ende
the pravisions of this part apply to such shareholdery and
with respect to such taxable years and all suscceeding
taxabla vyearsy the provisions of this part apply to such
sharehaldere.

{32 nn—e*ection-under-subseetiqn-fif--ay—be-nsde—by--a
smati--buriness-corporation-far—sny-texsble-year-at-eny-time
daring-the-first-month-of-such-taxabie—year-or-at--ony——time
during-—the-—manth—-preceading--such-~firast--nonthy——Such 4pn
election under subsection (L) must be made 1in accordance
with rules- prescribed by the department of revenuea

t4)y-—An——etectton—under-subsrection-{t)-rs—effective-for
the—texabie~yesr-of-the-corporation-for-which—it—+s-mode-and
for-ati-suceeeding-toaxabie—years-of-the~—corporatien-—-untess
Fet-—#s~ ~terminatedy~~with-—respect-to-any—such-texable-yenry
under—suvbsection-t5)e

t53-~tat-t+i-An—ectectiron—under-subseection-{iy~-maderby—n
smati-business-eorporation-terminetes-if-ony—person-who--was
not~-a--sharehslder--in-~such-eorporation—at-the-time-~of~the
tnitint-etection-onder—subsection—{iy—sobsequentiy-becomes—-a

shareholder-in-sach-corperation-and-affirmativel y-refuses—in

-3- $B 414
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aecordsnee--uieh--rn}es-~pras=r+bed--by--the--deﬁartment--to
conasnt~—-to-such-etection—on—or-pefore-the-69¢th-day-on-which
he-aeqhires-the-stocks

tHr - f~the-person-sequiring—the-stack-is-the-estnte-of
s--decedenty~~the-—period--onder-—-subsection-—¢5ytat {iy-——~For
affirantivelty-refusing-to-consent-to-the-eleetion—expires—on
the—-ﬁSth--day--uFter--nh+eﬁever—-of—-ehe——fe+}ou+ng——+e-the
eartiarey

thi-—the-dey-on-which~the-exeeutor-or-edminiatrator——of
the-estate—qualifiest-or

£83——the—-—Fast——-day-—~—of ——the--taxable—-year--of~-the
corporatvonvr—tn-whieh-the~decedent-diets

ti+iy-Any~-terminetion-of~an-etection——under~~subsection
t54tnitir-by-ressen-of-the-affirmative-refusnt-of-eny-persen
to~—consent-—to-—such-~election-—is—effective-for-the—taxabite
year—sf-the-corparstisn-—in-~which--sueh--person--becomes--a
sharehstder—=-in-~the--eorporation-«ond--for--att-—suceeeding
taxab}e-years—of-the-corporationy

tay-—An-etection-ander-subseetion~{ti}-nade-bhy--a--smat+i
boatness-—eorporation--nay-—be-revoked-by-it—for—sny~taxabie
yeor—-after-the—frrat-taxable—yeor-for-whiech-the-election-~+s
effectiver-~An-~election-—may-be~revoked-onty=if-at-persons
who-are-sharefolders-in-the-ecorporation-on-the-day-on--whieh
the-—-pevocation-—+3--made--consent——to-—the-—revecationsr——K

revocation-under—this-paragraph-i+s—effectives

-4- SB 414
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t+y--for-the-taxable-year~in-which-nadey—+f-mode-before
the-close—of-the-first-month-of-such-taxeble-yeary

¢ity-for-the-toxable~year-fotiowing-the—taxable-yeor-in
which-madey—tf-mode—after-the-elose-af-sveh-first-menthv-and
for-ali-sucereding-taxable-years-of-—the--corporatisnr-—Sueh
revocetion--most-be—-made-in-aceordance-with~rates-prescribed
by-the-depareaents

ter--An-etection-under—subsection-{i}-made—by--a--smald
business-corporation-terpinates-+f-the-corporation~eesses-to
meet--the—-definition-of—-a-amati-buziness-corporation—at-any
time-afrep-eiection-is-effective—under—-subsection-tiys

tdy--Such-termination-is-effective-for-the-taxabie-year
of-the-corparation-tn~which~the-corporation-ceases—~te-~be--a
sweti--puasiness--corporation-~and-for-ati-sueceeding-taxabte
years-of-the-corperations

t6)~—tf-—a-—smoti--businass-—eorperation--has-~made-—an

‘election-—under-subsection-ti}~and—-if-such-eteetion-has-been

terminated-or-reyoked-under-subsection~{Sivr-zoch-corporation
and-any-successor-corporation—are-pot-etigible--to-—moke-—an
etection--under-subsection-{iy-for-any-taxable-year-prior-to
es-fifth-canable~year-which-begina-after—the-first-—taxable
year—-feor--which-such-termination—or-reveeation-ia-affective
uniess-the-department-conaents~to—such-etections

472(%) This election is not effective unless the

corporate net income or toss of such electing corporation is

S 58 414

-~ o n

10

11

SB N414,/02

included in the stockholders® adjusted gross {income as
defined in 15-30-111a

€8¥[5)l Every electing corporation is required to pay
the minimum fee of $10 required by 15-31-204.%

NEW_SECIIONa Section 3. Repealer. Sections 15-31-205
throujh 15-31-207y MCAy are repealeds

MEY_SECIIONs Section 4. Effective and applicability
datess This act is effective on paésage and approval and
applizs to taxable years beqinning after December 31y 1982y
and-ty-aii-taxabie-years-for-whicth-spn-anended-retarn-mayy—on
the-effective-date—of-this-aety—stiii-he—Fiied,

~End-

-6~ 5B 414
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SENATE BILL NO. 414
INTRODUCED BY ELLIOTTs HAGERe

CRIPPENs TOWEs HALLIGAN

A BILL FOR AN ACT ENTITLED: ™AN ACT TO COUPLE MONTANA'S
DEFINITION OF ®=SMALL BUSINESS CORPORATION™ TO THE FEDERAL
DEFINITION FOR PURPOSES OF THE CORPORATE LICENSE TAX;
AMENDING SECTIONS 15-31-201 AND 15-31-202y MCA? REPEALING
SECTIINS 15-31-205 THROGUGH 15-31~20Ty MCA3; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND AN APPLICABILITY DATE."

BE IT cNACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 15-31-201y MCAs is amended to read:
#15-31-201a Definitionss {1) For purposes of this

parts the term "small)l business corporation® means a

corporation doing business in Montana and which dees-net

hoves
tay-—more-than-té~-sharcholderasy
toy--as-a-sharahoider-a-parson-tother-~than~—an--estate
and-opther-thon-a-trust—deseribad-in-15-31=-20F)-who—is—net—-an
ndividoa¥t
tey--a-nonresident-atien—as—-a-sharehotdert—and
td3~-more~-—than--onea--class--af--stock has _made. a.xvalid
slection_uoder Subcbapter_S.of Chaptec .l _of _the _Intecnal
Revenue Code of 12354 AND_THEREAETER HAJ FILEQ A COPY THEREQE
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WEIH. THE _DEPARTHMENT -

(2} For purposes of this partse the term "electing
swall business corporation”" meanss with respect to any
taxable yeary a small business corporation which has made an
alection wunder=-ehés--past under Subchapter 5 in effect for
such taxable year."

Section 2. Section 15-31-202y MCAe is amended to read:

#1%~31-202. Election by small business corporation.
(1) Exeept--as--provided——in--snbsection--té3vr——eny 4 small
business corporation may electy—in--sceordance~—with--the
provisiona-~of-—this-sectiany not to be subject to the taxes
imposed by this chapter. Suth-election-shalt-pe—-vattd--onty
Tf-~—consented-to—by-ati-persons-who—asre—sharehotders—in—such
ecorporarionv-Fhe-election-ie-effeactiver

ta¥-—on—the-first-day-of-the-~-first-~taxeable——year——Ffor
whieh--such--election-is-effectiver-if-aunch~-eiection—Fs-nade
en-or-before-sach—first-dayp-or

tby-~on-the-day-on-which-the-etection-is-modey~~+F-—-the
eltection-ts-mode-after-sach-first-deys

(2) If a small business corporation makes an election
under subsection (l1)s then:

{a) with respect to the taxable years of the
corparation for which such election is in effecty such
corporation is not subject to the taxes imposed by this

chapter andy with respect to such taxable years and all

-2- SB 414

THIRD READING



10
11
12
13
1%
15
16
17
18
19
20
21
22
23
24
25

SE 0414702

succeeding taxable years, the provisions of this part apply
to such corporation; and

(p) with raspect to the taxable years of a sharaholder
of such corporation in which or with which the taxable years
of tha corporation for which such election is in effect ends
the oprovisions of this part apply to such shareholdery and
with respect to such taxable vyears and all succeeding
taxabla vyearss the provisibﬁs of this part apply to such
shareholder.

{3} #An-eiection-under—snbsection-{i}-may-be-msde-by--n
smad--business-corporation—-for-any-taxeste—year-at-any-time
dariag-the-first-month-of-such-taxable-year-or-at-—ony——time
during-~the--nonth—-prececing--sach~-—frret—-moanthv-—Sueh Apn
election under_subssction (1) must be made in accordance
with rules prescribed by the department of revenuee

tay-—An-~altection-under-sabsection-{tit—-rs~effective-for
the—texabie-year—of-the-corpsration-for-which-+t—t3s-made-end
for-ati-suceeading-taxabie-years—of-the--corporation-—-antess
Ft-~ta-—terminatedy—~with——respect—to-any-snch-taxadbie-yeary
under-suhaection-{5)y

151--taj-tiy-an-etectron-under—tubsection~{ty-made-by-o
smati-business-corporation—terminates-if-any-person-who~-was
not~—a-—sharenstder--in--such—eorporation—st-the—tine-of~the
inttiat-etection-under—subsection-tiy-subacquentiy-becomes-a

shorehalder—in-sach-ecorperation-and-affirmatively-refuses—in
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secordance——with~-rutes-~preseripad-—bhy-—the-~depariment—-to
eonsent--to~such-atestion-on-or-before~the-6oth—day-an-which
he—acquires-the-stocksy

Lt y-Ff-ehe-persen-acquiring-the-seoek-is-the-estate-af
a~—decadanty--the-—period-—nnder--aghseetion-——t5ytatt+r--Ffor
affrrantivety-refusing-to—consent-to-the-edeceion—expires—en
the--694h~~day--nfter~-—whichevepr~——of--the-~fottowing-—is-tiie
eardiers

A -—the-doy-on-whieh-the—execotor-or-adninistratar—-of
the-estate-quatifiest-or

tBy-~the~—-tast-~-day———ofr=the--taxablie-~year--of-——the
eorpaorationy~in~which-the-decedent+diedy

tr4iy-Any-termination-of-an-election--under--subsecction
53t tiry-oy-resson-of-the-affrraative-refasat-of-any-person
to-—~consent-~to~-such—-etection-ra-effeetive—for—the-taxadie
year-of-the-corporatisn-—in——which--such-—person-—pecones-~a
sharehsider——in—~the--corparation——snd--for~-atl--sueeceding
taxabla-yeara-of-the-corporations

tby-~dn-etection-ander—-subseetion—{i)-made-by-~a-~-amot}
boséness-—eorporation--may-—be-reveked-by-+t-for~any-taxabie
year—after-the-first-taxabie-year-for-which~the-etection-—+s
effectrvev-—An——eteetion——may~-be~revnked-ondy—if-att-persons
who-are-sharehctders—in~the-corporatien-on—the-day-on--which
the——-revacatiof——+s——nade-—consent—-to--the-—revocations-—&

revocation~uader—this-paragraph-is~effectiver

by SB 414
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f+)—ffor-ehe—ha!nbie-yaur-in—'hieh-na‘ev-+f—mede—befere
the-efase-of~the~-first-month—of-such-tanable—years

tr+y-for-che-texablte-yesr—foltowing—the-taxable-year—in
whieh-nodey-—+f-nade-afeee—che-etosa-af-sueh-first-monthy-and
far~ati-succeeding-taxable~yenprs-of--the-—corporatiasnv——5Sueh
reyocstion——asust-be-made—in-accordance-witih-rutes-prescribed
by-the-departments

te)-~An-etection—under-subssetion-{i}-made-py——a——smei}
business-corporation—terainates—if-the~carporation-eesses-to
neet-—-the-~definition-of —a-smeti-business-corporation—at-any
time-after-etection-re-effective-under-subsection—tipy

tdy-—Sueh-termination-és-effective-for-the—toxadle—yeur
of-~the-corporation-in—-which—the-corpsratien-caases-to--be--s
smati~--pusiness-—corporatinn-~and-fer-ati-sueceeding-taxabte
yesrs-of-the-corperations

t64——$F--a--saeti~~business--corporation——has-—-made--an
election-—under—-subsection~{id~and-f-sach-etectiton-hos-been
terminated-or-revokesd-under-subsection-¢t5iv—-such-corporatcion
and-any-successor-corporstion-are-not-eligiblte-—-to——-moke-—an
etection——ander—subsection-{iy-for-any-taxshte-year-prior-to
tts~fifth-taxante—year—whreh-begins-afeter-the-first——texabte
year—-for--which-sueh-termination-or-revoecation-+s—sffective
ontess-ehe-deparement-consents-to—such~elections

+?¥L4) This election is not effective unless the

corporate net income or loss of such electing corporation is

-5 S8 414
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included in the stockholders* adjusted gross {income as
defined in 15~30-1lll.

£8¥15) FEvery electing corporation is required to pay
the sinimum fee of $10 required by 15-31-204.%

NEW_SECTIONse Section 3. Repealer. Sections 15-31-205
through 15-31-207¢ MCAy are repealed.

NEM_SELTION. Section 4. Effective and applicability
dates. This act is effective on passage and approval and
applizs to taxable years beginning after December 31y 1982¢
and-to-ati-taxebie—years-for-which-an—anended-return-mayy—on
the~effective-date-of-this-acty-sti¥t-be-Ffited.

-~End-
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HOUSE TAXATION COMMITTEE
AMENDMENTS TO SB 414, THIRD READING COPY, BLUE
April 12, 1983

1. Page 2, line 1.

Following: "DEPARTMENT"

Insert: "on or before the 15th day of the third month of the
taxable year for which the election is to become effective"

2. Page 2, line 6.

Following: "year" _ :

Insert: "and has filed a copy of such election with the
department on or before the 15th day of the third month .
of the taxable year for which the election is to become
effective”

3. Page 6, line 5.

Following: 1line 4

Insert: "NEW SECTIQN. Section 3. Failure to file - disqualifica-
tion. If a corporation does not file a copy of the federal
Subchapter S election on or before the 15th day of the third
month of the taxable year, the corporation shall not qualify
as a small business corporation under this part for the taxable
year.

New Section. Section 4. Termination and revocation. If the
election under the provisions of Subchapter S is either
terminated or revoked for federal purposes, the corporation
must notify the department within 30 days of such termination
or revocation. The department may terminate an election at
any time if it discovers the corporation does not gqualify as
a small business corporation as provided for under the
provisions of Subchapter S of the Internal Revenue Code of
1954."

Renumber: subsequent sections

AND AS AMENDED
BE CONCURRED IN
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SENATE BILL NO. 414
INTRODUCED BY ELLIOTT» HAGER»

CRIPPENy TOWEs HALLIGAN

A BILL FOR AN ACT ENTITLED: ™aN ACT T COUPLE MONTANA®S
DEFINITION OF ®SMALL BUSINESS CORPORATION* TD THE FEDERAL
DEFINITION FOR PURPDSES OF THE CORPORATE LICENSE TAXj
AMENDING SECTIONS 15-31-201 ANO 15-31-202s MCA: REPEALING
SECTIONS 15-31-205 THROUGH 15-31-20Ts MCA; AND PROVIDING AN

IMAZOIATE EFFECTIVE OATE AND AN APPLICABILITY DATE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HONTANA:
Saction 1« Section 15-31-201y MCAy is asended to read:
"15=33~201les Definitions. (1} For purposes of this

parts the term "“small business corporation® means a

corporation doing business in Montana and which dees-neate

hayesr
fay-~more-than-t8-sharehotdersy
thi-~ns-a-sharenotdar-a-nerson-{other——than-—an--estate
and-sther-than-a-trust-described-$n—315-3+t-28Fp-who—ia-not-an
+hdividunty
ted-~a-nonrest+dent-atien—as-e-shereholdert-and
td3-—more--than--one-~etass—-gf~-stetk has_mpade a_valid
glectioon under_Subgchapter S of Chaptar _1__of _the Intarpal
Reveaua_Lode of 1934 AND _THEREAFLER BAS EILED A LOPY. THERENFE

W

-~ >

- @

10
11

12
13
14
15

16

17

18
19
20
21
22
23
24

25

5B 0414/03

WIIH__IHE__DEPARIHSENI QN OR_BEEORE _THE 15TH. DAY OF THS _THIRQR
MONIH QF_THE YAXARLE_YEAR _EQR_ MWHICH. . XHE.  _ELECIION 13 IO
BELOME_EEEECTIVE.

(2} For purposes of this parte the term "electing
small business corporation® meanss with respect to any
taxab¥e yeary a small business corporation which has made an
election uwader—-—-thés-~-part ynder Subchapter § in effect for
such taxable year AMD HAS FILEQ_A_COPY DE_SUCH FILECTION WITH
IHE_GEPARTMENT ON _OR BEEORE THE 15TH DAY OF THE THIBD _MONIH
QF . _IHE__TAXARLE__YEAR__FOB__wWHILH THE FLECTION. 1S _TO BELOME
EEEELTIYE."

saction 2« Section 15-31-202s MCA+ is amended to read:

"15-31-202. Election by small' business <orporatione
(1} Exeept—-as--provided——+na-—subsection-—<te&rr-—-any 4 small
business corporation may electy-—+n-—acecordance~—with——the
provisions-—of--this—sectiony not to be subject to the taxes
imposed py this chapter. Sueh-etection-shati-be~-vatid--onty
if-~eonsented-to-by-aki-persora—who-are-tharehotders—in—3och
ecorporationvy-Fhe—election-iy—effeectives

tai-~on-the-first-day-of-the-—first—~taxobie--year—-—fFor
nhich--spuef--etection—+s—effectivey—if-sdeh-eleetion-izs-made
an-or-befere-~such-first-dayt-or

thy-—an-the-day~on—which-the-eteetion-+a-madey-——if-—the
etection-is-made-efrter-sush-ftrat-dayr

(2) If a swall business corporation makes an election

-2- SB 414
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under subsection (l}y then:

fa) with respect to the taxable years of the
corporation for which such election is in effecty sucn
corporation is not subject to the taxes Iimposed by this
chapter ands with respect tg such taxable years and all
succending taxable yearsy the provisions of this part apply
to such corporationi ang

(b} with respect to the taxable years of a shareholder
of such corparation in which or with which the taxable years
of the corporation for which such election Is in effect ends
the oprovisions of this part apply to such shareholder, and
with respect to such taxable vyears and all succeeding
taxable vyearey the provisions of this part apply to such
shareholder.

(3} An-election-under-subseetion~tiy-may-be—mode~by-——a
smaii--business-corporation-for-any-tesable-year-at-ony-time
during-the-firat-month-~of-suech-taxable-year-sr-at——any--time
daring-~the~-menth--preceding——sneh-~firgt——months--Such An
election upder _subse¢tion {1} must be made in accordance
With rules prescribed by the department of revenve,

f4)-~An--election-under-sobsection-{ij-is-effeetive-for
the-toxable~year-af-ghe-carporation—for-whieh-jt~is-made~-and
for-sti-succeedting-toxable—years-of-the-~eorporation-—aniess
rt—ja--~terminntedr——with--respect-to-any-suth—taxable-yeary

ender—subsection—{54y
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t5)-~taj-t+}-An—etection-under—sudsection-{ty-made-by-a
amatd-svainess-corparation—tesminates—if-any-person-who-—was
not-—a-—sharehotlder——in--such-ecorporstion-at~the~—time—oft-the
+n+t+a¥—e¥ect+en—undef-;ubsect+on—f&?-snb:equent+7—beeames-u
zharehotder-in-saneh-corpoaration-and-nffirmatively-refases-in
nccordance~~with~—rultes—-preseriped-~by--tme——department-—te
conaent-—to~sveh-eteceion-on-ar-erefore-the-s6th-day-on-whien
he—acquires-—the-stocks
t+i)-If-the-persen-acquiring-—the~stotik-+s—the-estaste—of
a--decedenty-——the--period-—-under-—subsection—t{t5ytayrtiy-——faor
afftrmatively-refusing-to-consent-to-the—etection-expires-on
the--48th-~day-—after--whichever-—af-—the--fattowing-——+e-the
cartiers
tA}-~the—day-en-whrtch-the-executor-or-adninistrator--of
the-estate-quatifiesy-or
t83—~the-~-}ase-——day-——af-—the-~toxadbte--yesr-—of--the
corporattony~in-which~the~-decedent-dieds
titiy-Any-termination-eof-an-election-—under-—~sabsection
153 tartiy-by-reason-of-the-affirmative-refusei-~of-any-perason
to--eansent-—to-—such--edection-is-effective-for-the-taxabte
year-of-the-corpsration-~ia——which-~sueh--person--becomes-—-n
sharenofder——fn--the-~corporeation-—end--fer--et-~soceeeding
taxapte-years-of -the-corporations
thi——An-eteetion-ondesr-subsection-t+}-made-ny-—-n--smati

busiNese—~cOrporatron-—~may-—he-revoied-by—it-for-any-taxabie

—hm SB 414
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year-after—the-first—tenable-yeer-for-which-the-etecrion—+s
effectivey——An-~-etection——may-be-revoked-onty-if-ati-persons
who-ars-sharehotdara-in-the-corporatiton-on-the-day-on——which
the-~-prevecation--is--made-~consent--to--the--revocotiony--%
revoestion-onder-thts-poregroph-ie-effectiver
tit~—fer-—the-taxoble-year-tn-which-medey-+f-mnde-before
the-clsae—of-the~first-month—-of ~such-taxabie-years
trir-for-the-taxepte-yonr-foltawing-the-toxsbte-year-in
which-mader-if-made—ofter-the-ctose—of-sach-first-monthy-and
for-otr-succeeding-taxabie-years-of--the--eorporatirons~—5Such
reyocation-~mest-be-made-in-aceordance-with~rutes-preseribed
by-the-departments
tey-—An—etectron-under-subsection+tiy-made-py-~a--zmati
business—eorperation-terminates-+f-the-corporation-ceases—-to
meet--the-—defitnitron—of-s-smatt-bosiness-corporation-at-any
trine-after-election-ta-effective—nnder-subisectron-tijw
tad¥-~Sueh~terminntien-is—effeective-foar-the-taxabie-year
of-the-corporation—in-whieh-the-corporestion-ceases—to--de-—2
amali--husiness-——eorporation--and-for-ali-suececding-taxabie
years-of-the-cerporntions
toy-~Ff—a-——amati--pustness—-corpiration——hoy-—gade——an
e}ectron——under—subsection-{it-ond-if-sueh-etection-has-been
terminnted-or-revoked-under-sdbssctian—¢tsyy-aneh-corporation
end-any~successor-eorporation-are-not-etigrbte--to--make-~an

e}ectian——under—aubsection—{iy-for-eny-taxapble—year-prisr-to
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ta-fifeh-taxable-year-whtch-begins-after-the-first-—taxante
year—for--whtch-such-termination-or-revocation-is-effeetive
untesr-the-department-consents-to-such-e}ections

t¥¥{%2) This election is not effective unless the
corporate net income or loss of such electing corporation is
inctudted in the stockholders® adjusted gross Iincome as
defin2d in 15-30-111.

+84(5] Every electing corporation is required to pay
the minimum fee of 310 required by 15-31-204."

IHERE_IS A_NEH_MCA SECTION THAT READS:

Section 3. Failure +to file -- disqualification. If a
corporation does not file a copy of the federal Subchapter S
election on or before the 15th day of the third month of the
taxable yeary the corporation shall not qualify as a small
business corporation under this part for the taxable year.

IHERE_IS_A_NEW. MCA _SECTION THAY BEADS:

Section 4+ Termination and revocatione. If the election
under the provisions of Subchapter 5 is either terminated or
revoked for federal purposess the corporation must notify
the department within 30 days of such termination or
revocations The department may terminate an election at any
time if it discovers the corporation does not qualify as a
smali business corporation as oprovided for under the
provisions of Supcnapter S5 of the Internal Revenue Code of

19544
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Section 54 Repealere Sections 15-31-205
MCAy are repealed.
Section 6. Effective and applicabilicy

effective on passage and approval and

to taxable years beginning after December 21ls 1982y

and-to-eii-taxable-years—fFor-~which-an-amended-return-nayy—on

the-effective-date-of-thrs—acty-stitt-be-Fited,

-End—
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