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BILL NO ·~ 
INTRODUCED BY 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING CORPORATIONS 

IN AN AFFILIATED GROUP TO FILE A CONSOLIDATED CORPORATION 

INCOME TAX RETURN IF ALL CORPORATIONS ARE INCORPORATED IN 

MONTANA, OWNED BY MONTANA RESIDENTS, AND FILING A 

CONSOLIDATED FEDERAL RETURN; AMENDING SECTION 15-31-141, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

RETROACTIVE APPLICABILITY DATE." 

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

Section l. Section 15-31-141, MCA, is amended to read: 

''15-31-141. Consolidated returns computation and 

procedure prohibition on financial institutions. (1) 

Corporations which are affiliated may not file a 

consolidated return unless at least 80% of all classes of 

stock of each corporation involved is owned directly or 

indirectly by one or more members of the affiliated group. 

{2) Corporations may not file a consolidated return 

unless the operation of the affiliated group constitutes a 

unitary business and, except for a unitary_ business 

operation described in_subsection (2){b), permission to file 

a consolidated return is given by the department of revenue. 

For purposes of this section, a ~unitary business operation'' 
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means one in which: 

~ the business operations conducted by the 

corporations in the affiliated group are interrelated or 

interdependent to the extent that the net income of one 

corporation cannot reasonably be determined without 

reference to the operations conducted by the other 

corporations; or 

(b) all of the corporations in the affiliated group 

are incorporated in Montana, all shar_eholders of those 

corporations are Montana residents, and those corporations 

have filed a consolidated federal return for the tax year. 

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

this section are met, the department may require 

when corporations to file a consolidated return 

department considers a consolidated return necessary. 

the 

(4) Any corporation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least 80% of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such assets of the 

corporation as are required for the purposes of this 

chapter, and such other information as the department may 

require, but excluding intercorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under this chapter and owned or controlled, either directly 

-2- INTRODUCED BILL 
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or indirectly, by another corporation may be required to 

make a report consolidated with the owning company, showing 

the combined net income, such assets of the corporation as 

are required for the purposes of this chapter, and such 

other information as the department may require, but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income earned from business done in this state, the 

11 department is authorized and empowered to equitably adjust 

12 the tax in such manner as it may determine. 

13 ( 5) (a) A majority of the corporation license tax 

14 collected from financial institutions is paid to local 

15 government areas in which each financial institution is 

16 located. However, consolidated returns for financial 

17 institutions do not reflect the true tax attributable to 

18 each local government. In addition, consolidated returns 

19 would permit financial institutions to offset income against 

20 losses of nonfinancial institutions, thereby distorting the 

21 true income of each financial organization. 

22 (b) In accordance with subsection (5)(a), financial 

23 institutions are prohibited from filing consolidated returns 

24 under this section.'' 

25 NEW SECTION. Section 2. Extension of authority. Any 
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existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 3. Effective date 

applicability. (ll This act is effective on passage and 

approval. 

(2) This act applies retroactively, within the meaning 

of l-2-109, to taxable years beginning after December 31, 

1982. 

-End-

-4-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note f~r HB222, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 
An act allowing eorporations in an affiliated group to file a consolidated corporation income tax return if all of 
the corporations are incorporated in Montana, owned by M~ntana residents, and filing a consolidated federal 
return; and providing an immediate effective date and a retroactive applicability date. 

ASSUMPTIONS: 
N/A 

FISCAL IMPACT: 
The proposal would allow some Montana corporations to file consolidated tax returns to reduce their corporate 
license t.ax payments (based on experience of requests). The number of corporations who would be allowed to file 
consolidated returns and the impact of the proposal depends on the pattern of ownership of corporate taxpayers. 
Estimates of the impact would require a special study, done with the cooperation of taxpayers, to get the needed 
ownership information. Such a study would take weeks to complete. 

It is the judgement of the audit staff that the proposal would reduce corporate tax collections. However, without 
the study mentioned above it is impossible to estimate the magnitude of these losses. 

The retroactive applicability date of the proposal, to tax years beginning after December 31, 1982, will greatly 
increase the impact of the proposal in the first years it is effective. Corporations who would benefit from the 
proposal can be expected to apply for refunds of a portion of their previous tax payments. 

TECHNICAL OR MECHANICAL DEFECTS IN PROPOSED LEGISLATION OR CONFLICTS WITH EXISTING LEGISLATION: 
N/A 

DATE -1~-t? 

and Program Planning 
Fiscal Note for HB222, as introduced. 

Hit·~~~ 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 222 

INTRODUCED BY THOMAS 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING CORPORATIONS 

IN AN AFr'ILIATED GROUP TO FILE A CONSOLIDATED CORPORATION 

INCOME TAX RETURN IF ALL CORPORATIONS ARE INCORPORATED IN 

MONTANA, OWNED BY MONTANA RESIDEN'fS, 1\ND FILING A 

CONSOLIDATED FElJERAL RETURN; AMENDING SECTION 15-31-141, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-31-141, M.CA, is amended to read: 

"15-31-141. Consolidated returns computation and 

procedure prohibition on financial institutions. (1) 

Corporations which are affiliated may not f i 1 e a 

consolidated return unless at least 80% of all ~lasses of 

stock of each corporation involved is owned directly or 

indirectly by one or more members of the affiliated group. 

(2) Corporations may not file a consolidated return 

unless the operation of the affiliated group constitutes a 

unitary business and~-~~ept for a unit~ ___ pu~ines~ 

operation described in subsect_io0 _ _!_~){~LI.. permission to file 

a consolidated return is given by the department of reve~ue. 

For purposes of this section, a ''unitary business operation'' 
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means one in which: 

J.al the business operations conducted by the 

corporations in the affiliated group are interrelated or 

interdependent to the extent that the net income of one 

corporation cannot reasonably be determined without 

reference to the operations conducted by the other 

corporationsL_or 

1El_ all of the corporations in the affiliated group 

~~.i:~~o_!_£~£-~~ AND OPERATE EXCLUSIY~~_'f in Montana, ail 

~her~Moider~-of-tho~e-eorporation~-a~e-Montana-~e~ident~ ARE 

NOT M!:'_~TI_STATE CORPORATIONS, and ~~o~e--~orp~t"eti-or:!l: have 

filed a c~solida!~9 federal return for the tax yea~. 

p) THE ELECTION TO FILE A CONS()LI_D_A_1'ED RETURN IS 

BINDING AS LONGl\S THE AFFILIATED GROUP CONTINUES TO FIL~E A 

FEDERAL_ CON SOL I DATED RETURN. 

t3tl!l If the conditions of subsections (l) and (2) of 

this section are met, the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4t~l Any corporation liable to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least 801 of all classes of stock of each 

corporation involvPd may be required to make a consolidated 

report showing the combined nel income, such as3ets of the 

corporation as are req1Ji red for the purposes of this 

-2- HB 222 
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such other information as the department may 

excluding inte-rcorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under this chapter 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, such assets of the corporation as 

are required for the purposes of this chapter, and such 

other information as the department may require, but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

ar-rangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income earned from business done in this state, the 

15 department is authorized and empowered to equitably adjust 

16 the tax in such manner as it may determine. 

17 t5ti§l (a) A majority of the corporation license tax 

18 collected from financial institutions is paid to local 

19 government areas in which each financial institution is 

20 

21 

22 

23 

located. However, consolidated returns for financial 

institutions do not reflect the true tax attributable to 

each local government. In addition, consolidated returns 

would permit financial institutions to offset income against 

24 losses of nonfinancial institutions, thereby distorting the 

25 true income of each financial organization. 
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(b) In accordance with subsection t5tt"t ~· 

financial institutions are prohibited from filing 

consolidated returns under this section." 

NEW SECTION. Section 2. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section 3. Effective date 

applicability. 

approval. 

(1) This act is effective on passage and 

{2) This act applies retroactively, within the meaning 

of 1-2-109, to taxable years beginning after December 31, 

198~ 1986. 

-End-

-4- HB 222 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 222 

INTRODUCED BY THOMAS 

A BILL FOR All ACT ENTITLED: "All ACT ALLOWING CORPORATIONS 

IN AN AFFILIATED GROUP TO FILE A CONSOLIDATED CORPORATION 

INCOME TAX RETURN IF ALL CORPORATIONS ARE INCORPORATED IN 

MONTANA, OWNED BY MONTI\ Nil RESIDENTS, AND FILING A 

CONSOLIDATED FEDERAL RETURN; AMENDING SECTION 15-31-141, 

MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE AND A 

RETROACTIVE APPLICABILITY DATE." 

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

Section 1. Section 15-31-141, MCA, is amended to read: 

"15-ll-141. Consolidated returns computation and 

procedure prohibition on financial institutions. (1) 

Corporations which are affiliated may not file a 

consolidated return unless at least 80\ of all ·classes of 

stock of each corporation involved is owned directly or 

indirectly by one or more members of the affiliated group. 

(2) Corporations may not file a consolidated return 

unless the operation of the affiliated group constitutes a 

unitary business and, except for a unitary business 

operation described in subsection (2)(b), permission to file 

a consolidated return is given by the department of revenue. 

For purposes of this section, a "unitary business operation" 
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means one in which~ 

ill the business operations conducted by the 

corporations in the affiliated qroup are interrelated or 

interdependent to the extent that the net income of one 

corporation cannot reasonably be determined without 

reference to the operations conducted by the other 

corporations~ 

!b) all of the corporations in the affiliated qroup 

are incorporated AND OPERATE EXCLUSIVELY in Montana, all 

shareheidera-of-these-eorpera~ions-ere-Mefttana-residents ARE 

NOT MULTISTATE CORPORATIONS, and ~heee--eerpera~iene have 

filed a consolidated federal return for the tax year. 

!l) THE ELECTION TO FILE A CONSOLIDATED RETURN IS 

BINDING AS LONG AS THE AFFILIATED GROUP CONTINUES TO FILE A 

FEDERAL CONSOLIDATED RETURN. 

t3ti!l If the conditions of subsections 111 and 121 of 

this section are met, the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4ti31 Any corporation liable to report under this 

chapter and owninq or controlling, either directly or 

indirectly, at least 80\ of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such assets of the 

corporation as are required for the purposes of this 

-2- HB 222 
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chapter, and such otber information as the department may 

require, but excluding intercorporate stockholdings and 

intercorporate accounts. Any corporation liable to report 

under this chapter 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, such assets of the corporation as 

are required for the purposes of this chapter, and such 

other information as the department may require, but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in such a manner as to improperly reflect 

the business done, the segregable assets, or the entire net 

income ea!ned from business done in this state, the 

15 department is authorized and empowered to equitably adjust 

16 the tax in such manner as it may determinew 

17 tStl!l (a) A majority of the corporation license tax 

18 collected from financial institutions is paid to local 

19 

20 

government areas in 

located. However, 

which each financial institution is 

consolidated returns for financial 

21 institutions do not reflect the true tax attributable to 

22 each local government. In addition, consolidated returns 

23 would permit financial institutions to offset income against 

24 losses of nonfinancial institutions, thereby distorting the 

25 true income of each financial organization. 
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(b) In accordance with subsection tSttat ~· 

financial institutions are prohibited from filing 

consolidated returns under this section.• 

NEW SECTION. Section 2. Extension of authorityw Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECTION. Section J. Effective date 

applicability. (ll This act is effective on passage and 

approval. 

(2) This act applies retroactively, within the meaning 

of 1-2-109, to taxable years beginning after December 31, 

l98i 1986. 

-End-

-4- HB 222 
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APPROVED BY COMMITTEE 
ON TAXATION 

HOUSE BILL NO. 222 

INTRODUCED BY THOMAS 

A BILL FOR AN ACT ENTITLED: "AN ACT ALLOWING CORPORATIONS 

IN AN AFFILIATED GROUP TO FILE A CONSOLIDATED CORPORATION 

INCOME TAX RETURN IF ALL CORPORATIONS ARE INCORPORATED IN 

MONTANA, OWNED BY MONT ANt>. RESIDENTS, AND FILING A 

CONSOLIDATED f'EDERAL RETURN; A.M£NDING SECTION 15-31-141, 

MCA; AND PROVIDING AN Ht..,EDIATE EFFECTIVE DA'rE AND A 

RETROACTIVE APPLICABILITY DATE." 

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

Sect-_ion 1. Section 15-31-141, MCA, is amended to read: 

''15-Jl-141. Consolidated returns computation and 

procedu~e prohibition on financial in~t~tutions. (l! 

Corporation8 which are affilia':ed may not f i 1 I? a 

consolidated return unless at least 80~ of all ~lasses of 

stock of each corporation involved is owned dire~tly or 

lndlr~ctly by one or more members of the affiliated group. 

(2) Corporations may not filP a consolidated retu1n 

unl••s the operati~n of the affiliated group constitutes a 

unitary business and 1 except for a unitary business --------

ope rat ion d_e~-~.~_ibei)____!_!!__~..t:!~-s~~ u~ permission to file 

a consolidated return is given by t.he department of revenue. 

For purposes of this section, a "unitary business ope rat ion" 
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means one in which: 

ill the business operations conducted by the 

corporations in the affiliated group are interrelated or 

interdependent to the extent that the net income of one 

corporation cannot reasonably be determined without 

1·eference to the operations conducted by the other 

corporations~ 

~all of the corporations in the affiliated group 

are incorpo~ated AND OPERATE EXCLUSIVELY in Montana, ail 

~~o~eholders-ef-~~o~e-eerporetions-a~~-Mon~ana-re~~dent3 ARE 

NO'l' MUL'fiST~TE CORPORATIONS, and !P!ose--eorperation!'!l have 

f_~_!-~d a consolidated federal return for the tax ye:(l__!_· 

ill_ THE EL_E_f!!()tol__ TO FILE A CONSOLIDATED RETURf.l IS 

BINDING AS LONG AS _THE AFFILIATED GROUP CO"'-TINUES TO FILE A 

FEDERAL CONSOLIDATED i<ETURN. 

t3tl!l If the conditions of subsections (!) and (2) of 

this section are mel r the department may require 

corporations to file a consolidated return when the 

department considers a consolidated return necessary. 

t4t121_ Any corporation liahle to report under this 

chapter and owning or controlling, either directly or 

indirectly, at least SOt of all classes of stock of each 

corporation involved may be required to make a consolidated 

report showing the combined net income, such dSSels of the 

corporation as dre required for the purposes of this 

-2- HB 22} 
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chapter, and such other information as the department may 

require, but excluding intercorporate stockholdings · and 

intercorporate accounts. Any corporation liable to report 

under this chapter 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, such assets of the corporation as 

are required for the purposes 

other information as the 

of this 

department 

chapter, and 

may require, 

such 

but 

excluding intercorporate stockholdings and intercorporate 

accounts. In case it shall appear to the department that any 

arrangement exists in -such a manner as to improperly reflect 

the business done, the segreqable assets, or the entire net 

income earned from business done in this state, the 

15 department is authorized and empowered to equitably adjust 

16 the tax in such manner as it may determine. 

17 t5~1!l (a) A majority of the corporation license tax 

18 collected from financial institutions is paid to local 

19 

20 

government areas in 

located. However, 

which each financial institution is 

consolidated returns for financial 

21 institutions do not reflect the true tax attributable to 

22 each local government. In addition, consolidated returns 

23 would permit financial institutions to offset income against 

24 losses of nonfinancial institutions, thereby distorting the 

2S true income of each financial organization. 
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(b) In accordance with subsection t5ttat ~. 

financial institutions are prohibited from filing 

consolidated returns under this section.• 

NEW SECTION. Section 2. Extension of authority. Any 

existing authority of the department of revenue to make 

rules on the subject of the provisions of this act is 

extended to the provisions of this act. 

NEW SECT ION • 

applicability. (l) 

app~oval. 

Section 3. 

This act 

Effective date 

is effective on passage and 

(2) This act applies retroactively, within the meaning 

of 1-2-109, to taxable years beginning after December 31, 

198~ 1986. 

-End-
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