55th Legislature LC‘1 422.01

—_

[ T {o B« « B N e B ¢ L L " I b |

11

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

A
INTRODUCED BY ; ,

p —

BY REQUEST OF THE HOUSE TAX COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE DISTRIBUTION OF CORPORATE LICENSE TAX
PAYMENTS FRCM BANKS AND SAVINGS AND LOAN ASSOCIATIONS TO COUNTIES TO PROVIDE FOR
PAYMENTS BASED ON A 5-YEAR AVERAGE, AMENDING SECTIONS 15-31-141, 15-31-701, AND
16-31-702, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, A RETROACTIVE APPLICABILITY
DATE, AND AN APPLICABILITY DATE."

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

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

"15-31-141. Consolidated returns -- computation and procedure ---prohibition—on—financial
institutione. (1) Corporations whish that are affiliated may not file a consolidated return uniess at least 80%
of all classes of stock of each corporation involved is owned directiy or indirectly by one or more members
of the affiliated group.

(2) Corporations may not file a consolidated return unless the operation of the affitiated 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 ef+raverue. For purposes of this section,
a "unitary business operation” means one in which:

(a} 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 and operate exclusively in
Montana, are not multistate corporations, and have filed a consolidated federai return for the tax year.

(3) The eiection to file a consolidated return is binding as long as the affiliated group continues to
file a federal consclidated return,

{4) If the conditions of subsections (1) 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.
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(5) Anpy corporation liable to report under this chapter and owning or controlling, either directiy or
indirectly, at least B0% of all classes of stock of each corporation involved may be required to make a
consolidated repart showing the combined. net income, sueh the assets of the corporation as that are
required for the purposes of this chapter, and suwebh any other information as that the department may
require, but excluding intercorporate stockholdings and intercorporate accounts. Any corporation liable to
report under this chapter and cwned 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,
sush the assets of the corporation as that are required for the purposes of this chapter, and sueh any other
information as that the department may require, but excluding intercorporate stockholdings and

intercorporate accounts. la-ease If it shall-appear appears to the department that any arrangement exists

in such a manner as—to that improperly reflect reflects the business done, the segregable assets, or the

entire net income earned from business done in this state, the department is—authorized—and-empovwered

$a may equitably adjust the tax in sgeh a manner as that it may determine.

+46) (a) When an affiliated group elects to file a consolidated return under the provisions of this
section, a corporation of the affiliated group shall file a separate return for any portion of its taxable year
in which its income is not included in the consolidated return of the group. The separate return must be
filed no later than the 16th day of the 5th month following the close of the taxable year for which a
consolidated return of the affiliated group is filed.

{(b) A 1-month to 6-month extension of time is automatically allowed for filing a return—provided
that if on or before the due date of the return, an application for an extension is made by the corporation.

The application must be made on forms prescribed by the department."”

Section 2. Section 15-31-701, MCA, is amended to read:
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"15-31-701. Department of-revenue -- special duties for transmitting corporation license tax

revenuas revenue collected from banks or savings and loan associations to counties. (1) Within-30-days

e The department efrevende shall transmit to the county treasurer efthe-saunrty-iR-whish-the-business
is-tocated the revenuoes revenue calculated under 156-31-702(1)(b).

{2} If the department efrevende determines, under the provisions of 15-31-503 and 15-31-531,
that a bank or savings and loan association owes more taxes than shown on the original return or has paid
more than the tax, penalty, or interest due in any vyear, it shall notify the bank or savings and loan

association pursuant to 15-1-211. Review may be sought pursuant to 15-1-211. Geunty-treacurers-shall

(3) The department shall continue to exercise all its duties and powers outlined in this title with

respect to auditing returns and enforcing payment of the corporation license taxes owed by banks and

sorparation-owing-tho-delingueritaxes-istesated- The only duties duty of the county treasurers in this
regard ars-issuingrefunds-and is distributing the taxes received pursuant to 16-31-702(1){b} to local taxing

jurisdictions.”

Section 3. Section 15-31-702, MCA, is amended to read:

"15-31-702. Distribution of corporation license taxes collected from banks or savings and loan
associations. (1} All corporation license taxes, interest, and penalfies collected from banks and savings and
loan associations must, in accordance with the provisions of 15-1-501, be distributed in the following
manner:

(a) 20% Twenty percent must be allocated as provided in 15-1-501(3)and.

(b) 883 Eighty percent is statutorily appropriated, as provided in 17-7-502, for allocation to the
various taxing jurisdictions within the county in which the a bank or savings and loan association is located.
{2) The corporation license taxes, interest, and penalties distributed under subsection {1}(b) must
be allocated to each taxing jurisdiction in the proportion that its mill levy for that fiscal year bears to the
total mill levy of the taxing authorities of the district in which the bank or savings and loan association is
located.
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(3) “"Taxing jurisdictions" means, for the purposes of this section, all taxing authorities within a
county permitted under state law to levy mills against the taxable value of property in the taxing district
in which the bank or savings and loan association is located.

(4} if a return filed by a bank or savings and loan association involves branches or offices in more
than one taxing jurisdiction, the department ef—+eveaus shall provide a method by rule for equitable
distribution among those taxing jurisdictions.

{6) All corporation license taxes paid from consolidated returns in which 50% or more of the

income is from banks or savings and loan associations must be distributed as provided in subsection {1).

{6) (a) The department shall annually distribute to each county having a bank or savings and loan

association a percentage of the total amount collected pursuant to subsection (1}, including penaities,

interest, or additional taxes from assessments and less any refunds, from July 1 of the previous year

through June 30 of the current year. The distribution must be sent to each county treasurer for distribution

to the taxing jurisdictions in each district on or hefore Augqust 1 of each vear.

{h) The percentage for distribution must be calculated by taking an average of the ratiocs of total

bank tax liability within a school district to total bank tax liability for all school districts in which a bank or

savings and |oan association is located in each of the 5 years preceding the current year. The total tax

liability must be computed for each year by including all returns filed during that year and all amended

returns and adjustments to tax filings made by the department during that year, no matter to which tax year

the amended return actuatly applied."

NEW SECTION. Section 4. Effective date -- applicability -- retroactive applicability. (1) [This act]

is effective on passage and approval.

(2) [Section 1] applies retroactively, within the meaning of 1-2-109, to tax years after January 1,

1997.
{3) [Sections 2 and 3] apply to revenue collected after July 1, 1897.
-END-
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APPROVED BY CCM
ON TAXATION

HOUSE BILL NO. 612
INTRODUCED BY HIBBARD, STORY, REAM
BY REQUEST OF THE HOUSE TAX COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE DISTRIBUTION OF CORPORATE LICENSE TAX
PAYMENTS FROM BANKS AND SAVINGS AND LOAN ASSOQOCIATIONS TO COUNTIES TO PROVIDE FOR
PAYMENTS BASED ON A 5-YEAR AVERAGE; AMENDING SECTIONS 15-31-141, 15-31-701, AND
15-31-702, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, A RETROACTIVE APPLICABILITY
DATE, AND AN APPLICABILITY DATE."

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

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

"15-31-141. Consolidated returns -- computation and procedure -—prehibition—an—financial
imstitutions. (1) Corporations whish that 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 cansolidated 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 ef+revenue. For purposes of this section,
a "unitary business operation” means one in which:

(a) the business operations conducted by the corpaorations in the affiliated group are interrelated
or interdependent to the extent that the net income of one corporation cannot reasonably be deterfnined
without reference to the operations conducted by the other corporations; or

{b) all of the corporations in the affiliated group are—iRcorperated—and operate exclusively in
Montana, are not multistate corporations, and have filed a consolidated federal return for the tax \}ear.

(3} The election to file a consolidated return is binding as leng as the affiliated group continues to
file a federal consolidated return.

{4) If the conditions of subsections {1) and (2) efthis-saction are met, the department may require

corporations to file a consolidated return when the department considers a consolidated return necessary.
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{6} Any corporation liable to report under this chepter and owning or controlling, either directly or
indirectly, at least 80% of all classes of stock of each corparation involved may be required to make a
consolidated report showing the combined net income, sush the assets of the corporation as that are
required for the purposes of this chapter, and sweh any other information as that the department may
require, but excluding intercorporate stockholdings and intercorporate accounts. Any corparation liable to
report under this chapter and owned or controlled, either directly or indirectiy, by another corporation may
be required to make a report consolidated with the cwning company, showing the combined net income,
sa6h the assets of the corporation ae that are required for the purposes of this chapter, and sueh any other
information as that the department may require, but excluding intercorporate stockholdings and
intercorporate accounts. l-case |f it shal-appear appears to the department that any arrangement exists
in sush a manner as-te that improperly reflest reflects tke business done, the segregable assets, or the

entire net incame earned from business done in this state, the department is—autherized—and-ormpowaerad

te may equitably adjust the tax in seeh a manner as that it may determine.

+A(6) (a} When an affiliated group elects to file a consolidated return under the provisions of this
section, a corporation of the affiliated group shall file a separate return for any portion of its taxable year
in which its income is not included in the consolidated return of the group. The separate return must be
filed no later than the 15th day of the Bth month following the close of the taxable year for which a
consolidated return of the affiliated group is filed. v

{b) A 1-month to 6-month extension of time is automatically allowed for filing a return—previded
that if on or before the due date of the return, an application for an extension is made by the corporation.

The application must be made on forms prescribed by the department.”

Section 2. Section 15-31-701, MCA, is amended to read:

Legislative
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"15-31-701. Department of-+evenua -- special duties for transmitting corporation license tax

rovenues revenue collected from banks or savings and loan associations to counties. (1) Within-30-days

the The department efrevenus shall transmit to the county treasurer ef-tho-county+a-which-the-business
te—ocated the revanuas revenue calculated under 15-31-702(1)(b}.

{2} if the department efreverue determines, under the provisions of 15-31-603 and 15-31-531,
that a bank or savings and loan association owes more taxes than shown on the original return or has paid
more than the tax, penalty, or interest due in any year, it shall notify the bank or savings and loan

association pursuant to 15-1-211, Review may be sought pursuant to 15-1-211. Geuntytreasurers-shall

(3) The department shall continue to exercise all its duties and powers outlined in this title with

respect to auditing returns and enforcing payment of the corporation license taxes owed by banks and

corporation-owhg—the-delinguenttaxes—ic—acated- The only duties duty of the county treasurers in this

regard are-seuing-refunde-and is distributing the taxes received pursuant to 15-31-702{1)(b) to local taxing

jurisdictions.”

Section 3. Section 15-31-702, MCA, is amended to read:

"15-31-702. Distribution of corporation license taxes collected from banks or savings and loan
associations. (1) All corporation license taxes, interest, and penalties collected from banks and savings and
loan associations must, in accordance with the provisions of 15-1-501, be distributed in the foliowing
manner:

{a) 20% Twenty percent must be allocated as provided in 15-1-501(3);-and.

(b) 88% Eighty percent is statutorily appropriated, as provided in 17-7-502, for allocation to the
various taxing jurisdictions within the county in which the a bank or savings and loan association is located.
(2) The corporation license taxes, interest, and penaities distributed under subsection {1}(b) must
be allocated to each taxing jurisdiction in the proportion that its mill levy for that fiscal year bears to the
tatal mill levy of the taxing authorities of the district in which the bank or savings and loan association is

iocated.
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(3} "Taxing jurisdictions” means, for the purposes of this section, all taxing authorities within a
county permitted under state law to levy mills against the taxabie value of property in the taxing district
in which the bank or savings and loan association is located.

{(4) If areturn filed by a bank or savings and loan association involves branches or offices in more
than one taxing jurisdiction, the department ei+evenue shall provide a method by rule for eguitable
distribution among those taxing jurisdictions,

{6) All corporation license taxes paid from consolidated returns in which 50% or more of the

income is from banks or savings and loan associations must be distributed as provided in subsection {1).

{6) (a) The department shall annually distribute t¢ each county having a bank or savings and loan

association a percentage of the total amount collected pursuant to subsection (1), including penalties,

interest, or additional taxes from assessments and less any refunds, from July 1 of the previous vear

through June 30 of the current year. The distribution mus*. be sent to each county treasurer for distribution

to the taxing jurisdictions in each district on or before August 1 of each year.

(b) The percentage for distribution must be calculated by taking an average of the ratios of total

bank tax liability within a school district to total bank tax liability for all schoaol districts in which a bank or

savings and lgan association is located in each of the b years preceding the current year. The total tax

liability must be computed for each year by including all returns filed during that vear and all amended

returns and adjustrnents to tax filings made by the department during that year, no matter to which tax year

the amended return actually applied."

NEW SECTION. Section 4, Effective date -- applicability -- retroactive applicability. (1) [This act]
is effective on passage and approval,

(2) [Section 1] applies retroactively, within the meaning of 1-2-109, to tax years after daruary—
1887 DECEMBER 31, 1996.

{3) [Sections 2 and 3] apply to revenue collected after July 1, 1997.
-END-
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STATE OF MCONTANA - FISCAL NOTE

Fiscal Note for HBO€12, as introduced

CESCRIPTION OF PROPCSED LEGISTATION:

An act changing the distribution of corporate license tax payments from banks and savings
and lcan associations to counties to provide for payments based on a 5-year average: and
providing an immediate effective date, a retroactive applicability date, and an
applicability date.

ASSUMPTICNS:

1. Under current law financial institutions are prohibited from filing consolidated
returns; under the proposal they would be allowed to do so.

2. Under current law B0% of the corporation license tax paid by a financial institution

is allocated to taxing jurisdictions within the county in which the financial
institution is located.

3. Under the preposal, 1n any given year total corporation license tax collections from
financial institutions would be distributed te counties in which financial
institutions are located based on a 5-year average percentage of total financial
institution collections accruing to that county.

FIsScAap IMPACT:

Expenditures:
This proposal has no impact on Department of Revenue expenditures.

Revenues:

In past years, financial instituticns were not allowed to merge; in recent years financial
institutions have been allowed to merge and have done so to the extent that they find
beneficial. Consequently, assumption #1, above, will result in minimal negative revenue
impacts.

Assumptions 2 and 3 do nct change the amocunt ¢f revenue accrulng to the state general
fund.

EFFECT ON COUNTY OR QTHER LOCAL REVENUES OR EXPENDITURES:
Assumptions 2 and 3 also do not change the total amount of revenue accruing to all

counties and other local governments in the state. However, changing the allocation to
counties to one based on a five-year history of average collections as a share of total
collections will result in particular local governments receiving slightly mere or less
revenue under the proposal than they otherwise would have.

These small shifts in revenue fleows to particular taxing jurisdictions represent the
trade-off of gaining greater stability in revenue flows over time to all local government
taxing jurisdictions as a result of allocating collections based on a five-year average
percentage of collections history.

LONG-RANGE EFFECTS OF PROPOSED LEGISLAIION:

The proposal should provide for greater stablility in the revenue flows to local
governments in the long run.

LN

DAVE LEWIS, BUDGET DIRETTCR DATE CHASE HIBBARD, PRIMARY SPONSOR~ DATE
Office of Budget and Program Planning

Fiscal Note for HB0612, as_introduced
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HOUSE BILL NO. 612
INTRODUCED BY HIBBARD, STORY, REAM
BY REQUEST OF THE HOUSE TAX COMMITTEE

A BILLFOR AN ACT ENTITLED: "AN ACT CHANGING THE DISTRIBUTION OF CORPORATE LICENSE TAX
PAYMENTS FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS TO COUNTIES TO PROVIDE FOR
PAYMENTS BASED ON A 5-YEAR AVERAGE; AMENDING SECTIONS 15-31-141, 15-31-701, AND
15-31-702, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, A RETROACTIVE APPLICABILITY
DATE, AND AN APPLICABILITY DATE."

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

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

"15-31-141. Consolidated returns -- computation and procedure —prehibition—on—firancial
institutions. (1) Corporations whieh that are affiliated may not file a consolidated return unless at least 80%
of all classes of stock of each corporation invoived is owned directly or indirectly by one or more members
of the affiliated group.

{2) Corporations may not file a consoclidated 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 eéf+everue. For purposes of this section,
a "unitary business operation” means one in which:

(a) 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—incorperated—and operate exclusively in
Montana, are not multistate corporations, and have filed a consolidated federal return for the tax year.

{3) The election to file a consolidated return is binding as long as the affiliated group continues to
file a federal consolidated return,

(4) If the conditions of subsections (1) and (2) efthis-section are met, the department may require
corporations to file a consolidated return when the department considers a consolidated return necessary.

\Lgiave - HB 612
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(8) Any corporation liable to report under this chapter and owning or controlling, either directly or
indirectly, at least B0% of all classes of stock of each corporation involved may be required to make‘é
consolidated report showing the combined net income, sueh the assets of the corporation as that are
required for the purposes of this chapter, and sush any other information as that the department may
require, but excluding intercorporate stockholdings and intercorporate accounts. Any caorporation liable to
report under this chapter and ewned or controlled, either directly or indirectly, by ancther corporation may
be required to make a report consolidated with the owning company, showing the combined net income,
sueh the assets of the corporation as that are required for the purposes of this chapter, and sweh any other
information as that the department may require, but excluding intercorporate stockheoldings and
intercorparate accounts. ir-caee |f it shallappear appears to the department that any arrangement exists
in se6h a manner as—te that improperly reflast reflects the business done, the segregable assets, or the

entire net income earned from business done in this state, the department is-authotrized-and-empowerad

te may equitably adjust the tax in sseh @ manner as that it may determine.

+A(B6] (a) When an affiliated group elects to file a consolidated return under the provisions of this
section, a corporation of the atfiliated group shall file a separate return for any portion of its taxable year
in which its income is not included in the consolidated return of the group. The separate return must be
filed no tater than the 15th day of the 5th month following the close of the taxable year for which a
consolidated return of the affiliated group is filed. |

{b} A 1-month to 6-manth extension of time is autormatically allowed for filing a return—provided
that if on or before the due date of the return, an application for an extension is made by the corporation.

The application must be made on forms prescribed by the department.”

Section 2. Section 15-31-701, MCA, is amended to read:

[ Legistative
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"15-31-701. Department ef+evenue -- special duties for transmitting corporation license tax

revonuses revenue collected from banks or savings and loan associations to counties. (1) Within-30-daye

tha The department e+evenue shall transmit to the county treasurer ef-the-county-in—which-the-business
is—ocated the reverues revenue calculated under 15-31-702(1)(b).

{2} If the department ef+rovarue determines, under the provisions gf 15-31-503 and 15-31-531,
that a bank or savings and loan association owes more taxes than shown on the original return or has paid
more than the tax, penalty, or interest due in any year, it shall notify the bank or savings and loan

association pursuant to 15-1-211, Review may be sought pursuant to 15-1-211. Counbtytreasurare—shat

{3) The department shall continue to exercise all its duties and powers outlined in this title with

respect to auditing returns and enforcing payment of the corporatioh license taxes owed by banks and

corporationrawing-the-delinguentiaxas-is-located: The only duties duty of the county treasurers in this

regard are-seuingrefunds-and is distributing the taxes received pursuant to 15-31-702(1)(b) to local taxing

jurisdictions.”

Saection 3, Section 15-31-702, MCA, is amended to read:

"$5-31-702. Distribution of corporation license taxes collected from banks or savings and loan
associations. (1) All corporation license taxes, interest, and penalties collected from banks and savings and
loan associations must, in accordance with the provisions of 156-1-501, be distributed in the following
manner:

{a) 20% Twenty percent must be ailocated as provided in 15-1-501{3)-ard.

(b} 80% Eighty percent is statutorily appropriated, as provided in 17-7-502, for allocation to the
various taxing jurisdictions within the county in which ke a bank ar savings and loan association is [ocated.

{2) The corporation license taxes, interest, and penalties distributed under subsection {1}{b) must
be allocated to each taxing jurisdiction in the proportion that its mill levy for that fiscal year bears to the
total mill levy of the taxing authorities of the district in which the bank or savings and loan association is

located.
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{3) "Taxing jurisdictions” means, for the purposes of this section, all taxing authorities within a
county permitted under state law to levy mills against the taxable value of property in the taxing district
in which the bank or savings and loan association is iocated.

{4} if areturn filed by a bank or savings and loan association involves branches or offices in more
than one taxing jurisdiction, the department ef—revernus shall provide a method by rule for equitabie
distribution among those taxing jurisdictions.

(5) Ali corporation license taxes paid from consolidated returns in which 50% or more of the

income is from banks or savings and loan associations must be distributed as provided in subsection {1).

{6) (a} The department shall annually distribute to each county having a bank or savings and loan

association a percentage of the total amount collected pursuant to subsection (1), includin enaities,

interest, or additional taxes from assessments _and less any refunds, from July 1 of the previous year

through June 30 of the current year. The distribution must be sent to each county treasurer for distribution

to the taxing jurisdictions in each district on or before Auqust 1 of each year.

(b) The percentage for distribution must be calculated by taking an average of the ratios of total

bank tax liability within a school district to total bank tax liability for all school districts in which a bank or

savings and loan association is located in each of the 5 vears preceding the current year. The total tax

liability must be computed for each year by including all returns filed during that vear and all amended

returns and adjustments to tax filings made by the department during that year, no matter to which tax year

the amended return actually applied.”

NEW SECTION. Section 4, Effective date -- applicability -- retroactive applicability. (1) [This act]
is effective on passage and approval.
{2) [Section 1] applies retroactively, within the meaning of 1-2-109, to tax years after Japuary-}
4967 DECEMBER 31, 1996.
(3) [Sections 2 and 3] apply to revenue collected after July 1, 1997.
-END-
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HBO612.02

APPRCVED BY COM
ON TAXATICN

HQUSE BILL NO. 612
INTRODUCED BY HIBBARD, STORY, REAM
BY REQUEST OF THE HOUSE TAX COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE DISTRIBUTION OF CORPORATE LICENSE TAX
PAYMENTS FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS TO COUNTIES TO PROVIDE FOR
PAYMENTS BASED ON A 5-YEAR AVERAGE; AMENDING SECTIONS 15-31-141, 15-31-701, AND
15-31-702, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, A RETROACTIVE APPLICABILITY
DATE, AND AN APPLICABILITY DATE."

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

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

"15-31-141. Consolidated returns -- computation and procedure -—prohibition—on—firancial
institutions. (1) Corporations whieh that 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 mare 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 th;a department efrevende. For purposes of this section,
a "unitary business operation” means one in which:

{a) the bu;xsiness operations conducted by the corporations in the affiliated group are interrelated
or interdependent 10 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) ali of the corporations in the affiliated group are-iReerperated—and operate exclusively in
Mantana, are not multistate corporations, and have filed a consolidated federal return for the tax year.

(3} The election to file a consolidated return is binding as long as the affiliated group continues to
file a federal consolidated return.

{(4) 1f the conditions of subsections {1) and (2) efthis-section ara met, the department may require

corporations to file a consolidated return when the department considers a consolidated return necessary.
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(5) Any corporation tiable 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, sdsh the assets of the corporation as that are
required for the purposes of this chapter, and ewsk any cother information a& that the department may
require, but excluding intercorporaté stockholdings anc intercorporate accounts. Any corporation liabte to
report under this chapter and owned ar 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,
sueh the assets of the corporation as that are required for the purposes of this chapter, and sueh any other
information as that the department may require, but excluding intercorporate stockholdings and
intercorporate accounts. —ease !f it ehall-appear appears to the department that any arrangement exists

in sueh a manner aste that improperly reflest reflects the business done, the segregable assets, or the

entire net income earned from business done in this state, the department i—autherized-and-ampowerad

te may equitably adjust the tax in sseh a manner as that it may determine.

4B} (a) When an affiliated group elects to file a consolidated return under the provisions of this
section, a corporation of the affiliated group shall file a separate return for any portion of its taxable year
in which its income is not included in the consolidated return of the group. The separate return must be
filed no later than the 15th day of the 5th month following the close of the taxable year for which a
cansolidated raeturn of the affiliated group is filed.

(b} A 1-month to 8-manth extension of time is automatically allowed for filing a returnr—proviged
that if on or before the due date of the return, an application for an extension is made by the corporation.

The application must be made on forms prescribed by the department.”

Section 2. Section 15-31-701, MCA, is amended to read:

“Legisiative
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"15-31-701. Department of—+ovonue -- special duties for transmitting corporation license tax

rovenues revenue collected from banks or savings and loan associations to counties. {1) Withir-30-daye

the The department ef+everue shall transmit to the county treasurer et the-sounty-ip—whish-tho-business
w—ecated the reveraes revende calculated under 15-31-702(1)(b).

{2) If the department ef+aeverus determines, under the provisions of 15-31-503 and 15-31-531,
that a bank or savings and loan association owes more taxes than shown on the original return or has paid
more than the tax, penaity, or interest due in any year, it shall notify the bank or savings and loan

association pursuant to 15-1-211. Review may be sought pursuant to 15-1-211. Courtytraacurors—shaH

(3) The department shall continue to exercise all its duties and powers outlined in this title with

respect to auditing returns and enforcing payment of the corporatioh license taxes owed by banks and

sorporation—-awing-the-delinguant-taxes—is-located: The only duties duty of the county treasurers in this
regard ave-ssuingrafunds-and is distributing the taxes received pursuant to 15-31-702(1){b) to local! taxing

jurisdictions.”

Section 3. Section 15-31-702, MCA, is amended to read:

"15.31-702.: Distribution of carporation license taxes collected from banks or savings and loan
associations. {1} All corporation license taxes, interest, and penalties collected fram banks and savings and
loan associations must, in accordance with the provisions of 15-1-801, be distributed in the following
manner:

(a) 20% Twenty percent must be allocated as provided in 15-1-501(3)-ard.

(b} 803 Eighty percent is statutarily appropriated, as provided in 17-7-502, for allocaticn to the
various taxing jurisdictions wifhin the county in which the a bank or savings and loan association is located.

{2) The corporation license taxes, interest, and panalties distributed under subsection (1}{b) must
be allocated to each taxing jurisdiction in the proportion that its mill levy for that fiscal year bears to the
total mill levy of the taxing authorities of the district in which the bank or savings and loan association is
located.

Q. eisladve
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{3) "Taxing jurisdictions” means, for the purposes of this section, all taxing authorities within a
county permitted under state law to levy mills against the taxable value of property in the taxing district
in which the bank or savings and loan assoctation is located.

{4) If areturn filed by a bank or savings and loan association invoives branches or offices in more
than one taxing jurisdiction, the department ef—+everwe shall provide a method by rule for equitable

distribution among those taxing jurisdictions.

(5} All corporation license taxes paid from consolidated returns in which 50% or more of the
income is from banks or savings and loan associations must be distributed as provided in subsection {1},

(6) {a) The department shall annually distribute to each county having a bank or savings and loan

association a percentage of the total amount collected pursuant to subsection (1], including penaities,

interast, or additional taxes from assessments and less_any refunds, from July 1 of the previous vear

through June 30 of the currant year. The distribution must be sent to each county treasurer for distribution

to the taxing jurisdictions in each district on or before August 1 of sach year.

{b} The percentage for distribution must be calculated by taking an average of the ratios of total

bank tax liability within_a school district to total bank tax liability for all school districts in which a bank or
savings and Igan association is located in sach of the b years preceding the current year. The total tax

liability must be computed for each year by including all returns filed during that year and all amended
returns and adjustments to tax filings made by the departrment during that year, no matter to which tax year
the amended return actually applied."

NEW SEéTION. Section 4, Effective date -- applicability -- retroactive applicability. (1) [This act]
is affective an passage and approval.

{2) [Section 1] applies retroactively, within the meaning of 1-2-109, to tax years after Jaruary—1,
1987 DECEMBER 31, 1996.

(3) [Sections 2 and 3] apply to revenue collected after July 1, 1997.
-END-
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HOUSE BILL NO. 612
INTRODUCED BY HIBBARD, STORY, REAM
BY REQUEST OF THE HOUSE TAX COMMITTEE

A BILL FOR AN ACT ENTITLED: "AN ACT CHANGING THE DISTRIBUTION OF CORPORATE LICENSE TAX
PAYMENTS FROM BANKS AND SAVINGS AND LOAN ASSOCIATIONS TO COUNTIES TO PROVIDE FOR
PAYMVENTS BASED ON A 5-YEAR AVERAGE; AMENDING SECTIONS 15-31-141, 15-31-701, AND
15-31-702, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE, A RETROACTIVE APPLICABILITY
DATE, AND AN APPLICABILITY DATE.”

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

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

"15-31-141. Consolidated returns -- computation and procedure —prehibition—on—finansial
institutions. (1) Corporations whieh that 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 ane 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 consaolidated return is given by th.e department efreveras. For purpases of this section,
a "unitary business operation” means one in which:

(a} the bl;xsiness operations conducted by the corporations in the affiliated group are interrelated
or interdependent to the extent that the net income of one corporation cannot raasonably be determined
without reference to the operations conducted by the other corporations; or

{b) all of the corporations in the affiliated group are—ireerperated—and operate exclusively in
Mantana, are not multistate corporations, and have filad a consolidated federal return for the tax year.

(3) The eiection 1o file a consolidated raturn is binding as long as the affiliated group continues 10
file a federal consalidated return.

{4) If the conditions of subsections (1) and (2) efthis-sestian are met, the department may require

corporations to file a consolidated return whan the department considers a consolidated return necessary.
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{8) Any corporation liable to report under this chapter and owning or controlling, either directly or
indirectly, at ieast 80% of all classes of stock of each corporation invalved may be required to make a
consolidated report shawing the combined net income, sweh tha assets of the corporation a6 that are
required for the purposes of this chapter, and sweh any other information as that the department may
require, but excluding intercorporate stockholdings anc intercorpgorate accounts. Any cerporation liable to
report under this chapter and owned or controlled, either directly or indirectly, by another corparation may
be required to make a report consolidated with the owning company, showing the combined net income,
sueh [he assets of the corporation as that are required for the purposes af this chapter, and sweh any other
information ae that the department may require, but excluding intercorporate stockholdings and
intercorporate accounts. H-case |f it shall-appear appears to the department that any arrangement exists
in sweh a manner as-te that improparly reflact reflects the business done, the segregable assets, or the

entira nat income earned from business done in this state, the department is-authorized-and-oampowecad

to may equitably adjust the tax in sueh a manner as that it may determine.

H(6) (a) When an affiliated group elects to file a cansolidated return under the provisions of this
section, a corporation of the affiliated group shall file a separate return for any portion of its taxable year
in which its income is not included in the consolidated return of the group. The separate return must be
filed no later than the 15th day of the 5th month following the close of the taxable year for which a
consolidated return of the affiliated group is filed.

{b) A 1-manth to 6-month axtension of time is automaticaliy allowed for filing a return—previded
that if on ar before the due date of the return, an application for an extension is made by the corporation.

The application must be made on forms prescribed by the department.”

Section 2. Section 15-31-701, MCA, is amended to read:

“Legisiative
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"15-31-701. Department eé—ravonue -- special duties for transmitting corporation license tax

revenues revenue collacted from banks or savings and loan associations to counties. (1) Withia-3G-days

the The department ef+rewendge shall transmit to the county treasurer BHMWM:—#MW
w-acated the reverses revenue calculated under 15-31-702(1){b). .

{2} If the department ef+evarue determines, under the provisions of 15-31-5603 and 15-31-531,
that a bank or savings and loan association owes more taxes than shown on the originai return or has paid
more than the tax, penalty, or interest due in any year, it shall notify the bank or savings and loan

association pursuant to 15-1-211. Review may be sought pursuant ta 15-1-211. County—treasurers-shall

(3) The department shall continue to exercise all its duties and powaers outlined in this titie with
respect to auditing returns and enforcing payment of the corporation license taxes owed by banks and

savings and loan associations.

corpotation-owing-the-gdolinguent-taxes—e-iegated. The only duties duty of the county treasurers in this
regard ace-+s&uing-rofunds-and is distributing the taxes received pursuant to 15-31-702(1}{b) to local taxing

jurisdictions.”

Section 3. Section 15-31-702, MCA, is amended to read:

"15-31-702. Distribution of corporation Iit;anu taxes collected from banks or savings and loan
associations. {1) All corporation license taxes, interest, and penaities collected from banks and savings and
loan associations must, in accordance with the provisions of 15-1-501, be distributed in the following
manner:

(al 0% Twenty percant must be allocated as pravided in 15-1-501(3);-and,

(b) 80% Eighty percent is statutorily appropriatad, as provided in 17-7-502, for allocation to the
various taxing jurisdictions within tha county in which #e a bank or savings and loan assaciation is located.

{2) Tha corporation license taxes, interest, and penalties distributed under subsection (1)(b) must
be aliocated to each taxing jurisdiction in the proportion that its miil levy for that fiscal year bears to the
total mill levy of the taxing authorities of the district in which the bank or savings and lcan association is

located.
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{31 "Taxing jurisdictions” means, for the purposes of this section, all taxing authorities within a
county permitied under state law 10 levy mills against the taxable value of property in the taxing district
in which the bank or savings and lecan assoctation is located.

(4) If areturn filed by a bank or savings and loan association invoives branches or offices in more
than one taxing jurisdiction, the department ef—+everde shail provide a method hy rule for equitable
distribution among those taxing jurisdictions,

(5) _All corporation license taxes paid from cangolidated returns in which 50% or more ot the

income is from banks or savings and loan asseciations must be distributed as provided in subsection {1},
|6} {a) The department shall annually distribute to each county having a bank or savings and loan

association a percentage of the_total amount collactec pursuant to subsection (1), including penalties,
interest, or additional taxes from assessments and less any refunds, from July 1 _of the previous year

through June 30 of the current vear. The distribytion must be sent to each county treasurer for distribution

to_the taxing jurisdictions in each district on or before August 1 of each year.
{b} The percentage for distribution must be calculated by taking an average of the ratios of total

bank tax liabiiity within a school district to total bank ta:c liability for ail school districts in which a bank or

savings and loan association is {ocated in aach of the F years preceding the current year. The total tax
liability must be computed for each year by including all returns filed during that vear and all amended
returns and adjustments to tax filings made by the department during that vear, ng matter to which tax year
the amended return actuaily apptied.”

NEW SECTION. Section 4. Effective date -- applicability -- retroactive applicability. (1) [This act]
is effective on passage and apoproval. ‘
{2) [Section 1} applies retroactively, within the meaning of 1-2-109, to tax years after Jaruasy—};
1887 DECEMBER 31, 1998.
{3) [Sections 2 and 3] apply to revenue collected after July 1, 1997.
-END-
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