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49th Legislature LC 0409/01 

1 

TEN 
OUTSIDE THE UNITED STATES WHEN~ 

~~ATING AND APPORTIONING INCOME FOR PURPOSES OF TH~ 
7 ORATE LICENSE TAX; AMENDING SECTIONS 15-31-302 AN~;'~ 

7~12~CA; AND PRNV;~~A3:~Io;;E." -¥ 
f!(;.'1ff!. BE IT ENACT~LEGISLATURE OF THE STATE OF MONTANA: ;a... , 
~ Section 1. Section 15-31-302, MCA, is amended to read;~ 

12 

13 

14 

15 

16 

17 

18 

19 
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24 

25 

"15-31-302. Definitions. (1) "Business income• means~ 
income arising from transactions and activity in the regula~ 
course of the taxpayer's trade or business and includes l:)~ 

income from tangible and intangible property 

acquisition, management, and disposition of the 

constitute integral parts of the taxpayer's regular 

business operations. The term does not include 

derived from sources outside the United Statesa 

( 2) 11 Nonbusiness income" means all income 

except: 

1!1 business income•L 

if the I'A 

(b) rents and royalties from real or tangible personal 

property, capital gains, interest, and fees received by a 

domestic corporation from sources outside the United States 

~ana !09"/a"•' C~K<I 
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LC 0409/01 

which were taxed in a foreign jurisdiction; and 

{c) 85\ of dividends received from sources outside the 

United States to which no capital, management, research, 

development, or other expenses may be attributed. 

(3) "Commercial domicile.. means the principal place 

from which the trade or business of the taxpayer is directed 

or managed. 

(4) "Compensation .. means wages, salaries, commissions, 

and any other form of remuneration paid to employees for 

personal services. 

( 5) 11 Sales•• means all gross receipts of the taxpayer 

not allocated under 15-31-304. 

(6) .. State .. means any state of the United States, the 

District of Columbia, ene-eommonwea±th-o£-P~er~e-RieeT-afty 

~erritory-er--possess%on--o£--the--Bnited--Stat~s7--and--any 

£ere±gft-eCHfttry or ~ political subdivision thereof." 

Section 2. Section 15-31-312, MCA, is amended to read: 

11 15-31-312. Apportionment formula relief 

provisions. 1ll If the allocation and apportionment 

provisions of this part do not fairly represent the extent 

of the taxpayer's business activity in this state, the 

taxpayer may petition for or the tax administrator may 

require, in respect to all or any part of the taxpayer•s 

business activity, if reasonable: 

t~tl!l separate accounting, provided the t~xpayer•s 

-2- INTRODUCED BILL 
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1 activities in this state are separate and distinct from its 

2 operations conducted outside this state and are not a part 

3 of a unitary business operation conducted within and without 

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

5 is one in which the business conducted within the state is 

6 dependent upon or contributory to the business conducted 

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

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

9 separate maintenance as independent businesses. 

10 titlkl the exclusions of any one or more of the 

11 factors; 

12 t3ti£l the inclusion of one or more additional factors 

ll which will fairly represent the taxpayer•s business activity 

14 

15 

in this state; or 

t4t~ the employment of any other method to 

16 effectuate an equitable allocation and apportionment of the 

17 taxpayer•s income. 

18 (2) The term "business activity" as used in subsection 

19 (1) does not include business activity conducted outside the 

20 United States that results in income derived from sources 

21 outside the Onited States." 

22 NEW SECTION. Section 3. Applicability date. This act 

23 applies to taxable years beginning after December 31, 1985. 

-End-
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STATE OF MONTANA 
REQUEST NO. FNN 366-85 

F I S C A L N 0 T E 
Form BD-15 

In compliance with a written request received February 11, 19 ~ , there is hereby submitted a 
Fiscal Note for S.B. 330 pursuant to Title 5, Chapter 4, Part 2 of 
Background information used in developing this Fiscal Note is available from the 
Planning, to members of the Legislature upon request. 

the Montana Code Annotated (MCA). 
Office of Budget and Program 

D~SCRIPTION OF PROPOSED LEGISLATION: 
An act to exclude certain income derived from sources outide the United States when allocating and apportioning 
income for purposes of the corporate license tax. 

ASSUMPTIONS: 
l) Corporate license tax collections will be $51.357M in FY 86 and $55.308M in FY 87 (OBPP). 
2) Corporate li~ense tax collections from financial institutions will be $5.686M and $6.131M in FY 86 and FY 87 

respecti~ely. 
3) The Department estimates that the proposal will reduce corporate tax collections by approximately $10M annually. 
4) The proposal will have no effect on tax liabilities of financial institutions. 

FISCAL IMPACT: FY 86 FY 87 
Under Under Under Under 

Current Law Proposed Law Difference Current Law Proposed Law Difference 
Corporate License Tax 

Regular $ 45,671,000 $ 45,671,000 $ -0- $ 49,249,000 $ 39,249,000 $ (10 ,ooo, 000) 
Financial Institutions 5,686,000 5,6136,000 -o- 6,131,000 6,131,000 -0-

Fund Information 
General Fund $ 29,957,248 $ 29,957,248 -0- 32,304,128 25,904,128 ( 6,400,000) 
Earmarked Special 

Revenue Fund 11! 702,050 11,702,050 -0- 12,618,800 10,118,800 ( 2,500,000) 
Capital Project Fund 5,148,902 5,148,902 -0- 5,552,272 4,452,272 ( 1,100,000) 
Local Governments 4,548,800 4,548,800 -0- 4,904,800 4,904,800 -0-

Because of current funding for the foundation and capital projects, the general fund will lose $10 million per year 
beginning in FY 87. 

~!/J~~ 
~ 

BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: Ed /,._./ /'1~ 
FN8:F/l I 

S'lS:r ]c 



STATE OF MONTANA 

F I S C A L N 0 T E 

In compliance with a written request received March 11, 19 85 

AMENDED 
REQUEST NO. FNN 366-85 

Form BD-15 

Note for Senate Bill 330 Amended pursuant to Title 5, Chapter 4, Part 2 of 
Background information used in developing this Fiscal Note is available from 
Planning, to members of the Legislature upon request. 

, there is hereby submitted a Fiscal 
the Montana Code Annotated (MCA). 
the Office of Budget and Program 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act to exclude Foreign Parent Corporations when allocating and apportioning income for purposes of the corporate 
license tax. 

ASSUMPTIONS: 
1. Corporate license tax collections under current law are $55,380,000 in FY1987 (OBPP). (FY1986 revenues are 

not affected.) 
2. Corporation license tax collections from financial institutions are $6,131,000 in FY1987. 
3. The impact of amended Senate Bill 330 is estimated to be minimal, with a total impact not exceeding a reduction 

of approximately $100,000 annually. 
4. Financial institution corporation license tax revenues are not affected. 

FISCAL IMPACT: 

Corporate License Tax 
Regular 
Financial -Institutions 

TOTAL REVENUE 
Fund Information 

General Fund 
School Foundation Program 
Debt Service 
Local Governments 

FNll :K/1 

Under 
Current Law 

49,249,000 
6,131,000 

55,380,000 

32,304,128 
12,618,800 
5,552,272 
4,904,800 

FY1987 
Under 

Proposed Law 

49,149,000 
6,131,000 

55,280,000 

32,240,128 
12,593,800 
5,541,272 
4,904,800 

Difference 

(100,000) 
0 

(100,000) 

( 64,000) 
( 25,000) 

( 11,00~) !Jooj l # 
BUDGET DIRECTOR 
Office of Budget and Program Planning 

Date: l1btd2 /~ ;7 4"5.-
~ .. --,-

SI3 JJtJ 4,. .. ,.J.J 
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APPROVED BY COMMITTEE 
ON TAXATION 

AS AMENDED 

SENATE BILL NO. 330 

INTRODUCED B¥ GOODOVER, HARP, THAYER, H. HAMMOND, 

BOYLAN, E. SMITH, HARDING, SWIFT, SEVERSON, GAGE, HIMSL, 

HALLIGAN, HAGER, RAMIREZ, ABRAMS, MILLER, PHILLIPS, 

CAMPBELL, 0 1 HARA, PATTERSON, THOFT, JONES, 

B. WILLIAMS, HA~NE, STEPHENS, TVEIT, ELLISON, 

KOEHNKE, HANSON, SIMON, WALLIN, PETERSON, 

MARKS, REHBERG, NATHE, BERGENE, ASAY, 

JACK MOORE, PINSONEAULT, KEATING, MCCALLUM, PECK, 

STORY, DEVLIN, DANIELS, O'CONNELL, MOHAR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXCLUDE €ER'I'A'fN 

fN€6ME--6ERfVEB--PRBM--58HR€BS--8H~SfBB--~HB--SNf~BB--S~A~BS 

FOREIGN PARENT CORPORATIONS WHEN ALLOCATING AND APPORTIONING 

INCOME FOR PURPOSES OF THE CORPORATE LICENSE TAX; AMENDING 

SECTIONS t5-3t-36~ 15-31-301, 15-31-305, AND 15-31-312, MCA; 

AND PROVIDING AN APPLICABILITY DATE." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Seetio~-io--Seet±o~-%5-3~-39i7-M€A7-ie-ame~ded-~o-~ead~ 

ui5-3i-36i~--B~!±~i~ie~~.---t~t-uBtt~i~e~s-ineomeu-means 

±"eome-er±s±"~-Erom-trenseet±ons-e"d-eet±v±ty-i"-~he-~eg~%er 

eo~rse-of-the-texpayer~s--~rede--or--b~s±ness--and--iftel~d~s 

±neome---rrom---ten9±b%e--and--~nten~ible--property--±f--~he 

aeqtl±s±t±oft 7-mana~ement,-and--d~spos±t±oft--or--~he--property 

~n• "•"'"''" caunca 
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eonst±tttte-±nt~9rai-parts-o£-~he-taxpeyeri~-reg~%ar-trade-er 

btts±ness--operat±onso---~he--~erm--doe~--not--±nelttde-ineome 

~e~ived-rrom-eo~~ee~-o~te±de-the-Hnit~d-Stateso 

tit--uNonb~siness-±neomeu-means-a±%-±neome--othe~--than 

exeer>t-:-

±!1--bHsiness-ineomeoz 

tbt--rents-and-roya±t±es-rrom-~eel-or-tang±ble-personal 

p~ope~ty,--eap±tal--gains,--±"terest,-and-fees-reeeived-br-a 

domest±c-corporat±on-from-sotlree~-o~ts±de~the-H"±ted--Stetee 

wh~eh-were·~taxed-±n-a-fore±qn-jHrisd±e~±On7-and 

tet--85t-or-d±v±dends-reeeived-rrom-so~rees-otl~s±de-tne 

enited--States--to--whieh--no-~±~a%7-management,-~eeearen, 

developmen~,-or-ot~er-expensee-may-be-ettributed. 

f3t--ueommere±al-dom±e±±eu-~eans--the--pr±ne±pal--plaee 

fro~-whieh-the-trade-or-btts±ness-of-the-taxpayer-is-d±rected 

or-mana~ed~ 

t4t--ueompensat±onu-means-wa9ee,-s~T~r±es,-eomm±ss±o"~' 

and--~ny··-other--fo~m--o£-remtlnerat±o~-peid-to-emp±oyees-for 

perso~ai-~er~iees~ 

t5t--usaiesn-mean~-~%T-9~os~-reee±pte-~f--t~e--taxpayer 

not-aiioe~ted-tlnder-%5-31-3947 

t6t--u5t8teu--meens-any-state-of-the-Hn±~ed-StatesT-the 

Bistr±et-of-€oiamb±aT-the-€ommonweaieh-of-Ptlerto--Rieo7 --any 

te~~±to~y--or--po~ses~io~--o~--the--Bnited--Statee,--end-any 

~oreig"-eottntry-or ~ pe±±tiea±-~c0d±v±eion-thereor7u 

SECOND READING 
-2- SB 330 
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SECTION 1, SECTION 15-31-301, MCA, IS AMENDED TO READ: 

"15-31-301. Corporations subject to allocation and 

apportionment. (1) Any corporation having income from 

business activity which is taxable both within and without 

this state shall allocate and apportion its net income as 

provided in this part. 

(2) A corporation engaged in a unitary business within 

and without Montana must apportion its business income as 

provided for under 15-31-305. A business is unitary when the 

operation of the business within the state is dependent upon 

or contributory to the operation of the business outside the 

state or if the units of the business within and without the 

state are closely allied and not capable of separate 

maintenance as independent businesses. In combining 

corporations engaged in a unitary business within and 

without Montana, the income, expenses, and activities of a 

parent corporation, incorporated under the laws of a foreign 

country, shall not be considered in calculating the tax. 

However, to the extent such parent corporations are subject 

to tax as separate corporate entities, s~ch corporation~ 

remain subject to tax as provided for in this chapter. 

(3) A corporation not engaged in a unitary business 

must allocate its business income by means of separate 

accounting methods, provided its books and records are so 

kept that the income and expenses attributable to busine~s 

-3- 58 330 
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operations within the state can be properly segregated from 

total income and expense. If the corporation's books and 

records do not permit such proper segregation, its business 

income must be apportioned according to the provisions of 

15-31-305.'' 

SECTION 2. SECTION 15-31-305, MCA, IS AMENDED TO READ: 

"15-31-305. Apportionment of business income. All 

business income shall be apportioned to this state by 

multiplying the income by a fraction, the numerator of which 

is the property factor plus the payroll factor plus the 

sales factor and the denominator of which is 3. Neither the 

income nor the factors of a foreign parent corporation shall 

be considered for purposes of these calculations unless such 

corporation is subject to tax in this state as a separate 

taxable entity. 1
' 

Section 3. Section 15-31-312, MCA, is amended to read: 

•• 15-31-312. Apportionment formula 

provisions. 1!1 If the allocation and 

relief 

apportionment 

provisions of this part do not fairly represent the extent 

of the taxpayer's business activity in this state, the 

taxpayer may petition for or the tax administrator may 

require, in respect to all or any part of the taxpayer's 

business activity, if reasonable: 

tYt~ separate accounting, provided the taxpayer's 

activities in this state are separate and distinct from its 

-4- SB 330 
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operations conducted outside this state and are not a part 

of a unitary business operation conducted within and without 

this state •. E-'or purposes of this part, a "unitary business'' 

is one in which the business conducted within the state is 

dependent upon or contributory to the business conducted 

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

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

8 separate maintenance as independent businesses. 

9 t~ti£1 the exclusions of any one or more of the 

10 factors; 

ll t3t1..£l the inclusion of one or more additional factors 

12 which will fairly represent the taxpayer 1 S business activity 

13 

14 

in this state; or 

t4tlQl the employment of any other method to 

15 effectuate an equitable allocation and apportionment of the 

16 taxpayer's income. 

17 (2) The term 11 business activ!_!:~ used in subsection 

18 (1) does not include business 8etiv±ty-eo"duet~d-out~ide-the 

19 Hn±ted--St8te~--that--r~stllts-±n-ineome-deri~ed-€rom-setlrees 

20 oat~ide-the-H"ited-State~ ACTIVITIES OF A FOREIGN PARENT 

21 CORPORATION UNLESS SUCH CORPORATION IS SUBJECT TO TAX IN 

22 MONTANA AS A SEPARATE ENTITY." 

23 NEW SECTION. SECTION 4. E_:-,TENSI_()_N_ OF AUTHQR_I'r_\'_.___1\NY 

24 

25 

EXISTING AUTHORITY OF THE DEPARTMENT OF REVENUE TO MAKE 

RULES ON THE SUBJECT Of THE PROVISIONS OF THIS ACT IS 

-5- SB 330 
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EXTENDED TO THE PROVISIONS OF THIS ACT. RULEMAKING MAY BEGIN 

UPON PASSAGE AND APPROVAL. 

NEW SECTION. Section 5. Applicability date. This act 

applies to taxable years beginning after December 31, 1985. 

-End-

-6- SB 330 
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SENATE BILL NO. 330 

INTROOOCED BY GOODOVER, HARP, THAYER, H. HAMMOND, 

BOYLAN, E. SMITH, HARDING, SWIFT, SEVERSON, GAGE, HIMSL, 

HALLIGAN, HAGER, RAMIREZ, ABRAMS, MILLER, PHILLIPS, 

CAMPBELL, O'HARA, PATTERSON, THOFT, JONES, 

B. WILLIAMS, HAYNE, STEPHENS, TVEIT, ELLISON, 

KOEBNKE, HANSON, SIMON, WALLIN, PETERSON, 

MARKS , REHBERG, NATHE, BERGENE, ASAY, 

JACK MOORE, PINSONEAULT, KEATING, MCCALLUM, PECK, 

STORY, DEVLIN, DANIELS, O'CONNELL, MOHAR 

A BILL FOR AN ACT ENTITLED: "AN ACT TO EXCLUDE 8BR¥AiN 

iNeeMB--9BRiYBB--PR&M--SBBR8BS-~St9B--!HB--BNi!BB--S!A!BS 

FOREIGN PARENT CORPORATIONS WHEN ALLOCATING AND APPORTIONING 

INCOME FOR PURPOSES OF TSE CORPORATE LICENSE TAX: AMENDING 

SECTIONS iS-3i-38i 15-31-301, 15-31-305, AND 15-31-312, MCA: 

AND PROVIDING AN APPLICABILITY DATE." 

BE IT ENACTED BY THE LEGISLATURE OF TSE STATE OF MONTANA: 

Seetion-i~--seetion-i5-3!-38iz-MeAr-is-aaended-to-read~ 

•:s-3i-39i~--eefinitionaT---tit-•BDaineaa-ineome»-meana 

±neome-eris*ft9-!rem-transae~iens-an~-aetiwity-in-the-re~~iar 

ee~rse-e!-the-ta•payer~s--trade--or--b~siness--and--ine!~des 

>neome---from---tangibie--and--intangibie--propertJ--i£--the 

aeqDis>t>onr-managementr-and--diapositien--ef--the--prepert7 

~ .._,.,.,ivo Counal 
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eenstitDte-integrai-parts-of-the-ta•paJer~s-regsiar-trade-or 

bDaineas--operationsT---¥he--term--does--not--ineisde-ineoae 

deriwed-from-sosrees-ostside-the-Snited-StateaT 

tit--•Nonbssiness-ineoae•-meana-aii-ineeae--other--than 

except~ 

1!1--~aainess-ifteOmeTz 

tbt--rents-and-roya!ties-from-reai-or-tsft!ibie-personai 

propertyz--eapita!--gainsz--interestr-snd-fees-reeeiYed-Dy-a 

domestie-eerparation-frea-sosrees-estside-the-snited--States 

whieh-were-ta•ed-in-a-ferei!n-;srisdietionr-and 

tet--85,-e£-dividends-reeeived-from-soKreea-omtside-the 

Bnited--Statea--to--whieh--no-eapitaiz-.ana9ementz-reseereh1 

deweiopmentz-or-other-e•penses-mey-be-attribstedT 

t3t--•eommereiai-domieiie•-means--the--prineipai--p!aee 

from-whieh-the-trade-or-bKsiness-of-the-ta•paJer-is-direeted 

er-mana~e~T 

t4t--•eompenaation•-means-wa9esy-saiarieaT-co .. iasienaT 

and--an7--ether--form--of-remaneratien-paid-to-eapioJeea-£or 

peraona%-ser•ieesT 

tSt--•Saies•-aeans-aii-~ress-reeeipts-ef--the--taxpaJer 

not-aiieested-~nder-i5-3i-a84~ 

t6t--•state•~-aeans-anJ-state-ef-the-Snited-States7-the 

Bistriet-o£-eoi~abiar-the-eommonweaith-ef-P~erte--Rteer--anJ 

eerritery--er--peaaeaeicn--o£--the--Bni~ed--States7--ftnd-any 

£ereign-ce~fttry-or ~ poiitiea%-s~bdiYisien-tftereef~A 

THIRD READING 
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SECTION l. SECTION lS-31-301, MCA, IS AMEHDED TO READ: 

"15-31-301. Corporations subject to allocation and 

apportionment. (1) Any corporation having income from 

business activity which is taxable both within and without 

this state shall allocate and apportion its net income as 

provided in this part. 

(2) A corporation engaged in a unitary business within 

and without Montana must apportion its business income as 

provided for under 15-31-305. A business is unitary when the 

operation of the business within the state is dependent upon 

or contributory to- the operation of the business outside the 

state or if the units of the business within and without the 

state are closely allied and not capable of separate 

maintenance as independent businesses. In combining 

corporations engaged in a unitary business within and 

without Montana, the income, expenses, and activities of a 

parent corporation, incorporated under the laws of a foreign 

count.ry, shall not be considered in calculating the tax. 

However, to" the extent such parent corporations are subject 

to tax as separate corporate entities, such corporations 

remain subject to tax as provided for in this· chapter. 

(3) A corporation not engaged in a unitary business 

must allocate its business income by means of separate 

accounting methods, provided its boOks and records are so 

kept that the income and expenses attributable to business 

-3- SB 330 
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operations within the state can be properly segregated from 

total income and expense. If the corporation's books and 

records do not permit such proper segregation, its business 

income must be apportioned according to the previsions of 

15-31-305." 

SECTION 2. SECTION lS-31-305, MCA, IS AMENDED TO READ: 

"15-ll-305. 

business income 

Apportionment of business 

shall be apportioned to 

income. All 

this state by 

multiplying the income by a fraction, the nume~ator of which 

is the property factor plus the payroll factor plus the 

sales factor and the denominator of which is 3. Neither the 

income nor the factors·of a foreign parent corporation shall 

be considered for purposes of these calculations unless such 

corporation is subject to tax in this state as a separate 

taxable entity.'' 

Section 3. Section lS-Jl-312, MCA, is amended to read: 

"15-31-312. Apportionment formula -- relief 

provisions. 1!1 If the allocation and apportionment 

provisions of this part do not fairly represent the extent 

of the taxpayer's business activity in this state, the 

taxpayer may petition for or the tax administrator may 

require, in respect to all or any part of the taxpayer's 

business activity, if reasonable: 

t~ti!l separate accounting, provided 'the taxpayer's 

activities in this State are separate and distinct from its 

-4- SB 330 
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operations conducted outside this state and are not a part 

of a unitary business operation conducted within and without 

this state. For purposes of this part, a 11 Unitary business .. 

is one in which the business conducted within the state is 

dependent upon or contributory to the business conducted 

outside this state or if the units of the business within 

and without this state are closely allied and not capable of 

8 separate maintenance as independent businesses. 

9 tit!El the exclusions of any one or more of the 

10 factors: 

ll t3t1£l the inclusion of one or more additional factors 

12 which will fairly represent the taxpayer's business activity 

13 in this state: or 

14 

15 

16 

Htill the employment of any other method 

effectuate an equitable allocation and apportionment of 

taxpayer's income. 

to 

the 

17 (2) The term "business activity 11 as used in subsection 

18 (1) does not include business aetiYiey-coftd~cted-o~tside-ehe 

19 Bftite8--States--tha~--resui~s-in-%neeMe-der%ved-frem-se~rees 

20 e~tside-the-Sftited-States ACTIVITIES OF A FOREIGN PARENT 

21 CORPORATION UNLESS SUCH CORPORATION IS SUBJECT TO TAX IN 

22 

23 

24 

25 

MONTANA AS A SEPARATE ENTITY."' 

NEW SECTION. SECTION 4. EXTENSION OF AUTHORITY. ANY 

EXISTING AUTHORITY OF THE DEPARTMENT OF REVENUE TO MAKE 

RULES ON THE SUBJECT OF THE PROVISIONS OF THIS ACT IS 
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2 
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EXTENDED TO THE PROVISIONS OF THIS ACT. RULEMAKING MAY BEGIN 

UPON PASSAGE AND APPROVAL. 

NEW SECTION. Section 5. Applicability date. This act 

applies to taxable years beginning after December 31, 1985. 

-End-
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