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Sub-Chapter 2

Composite Returns

42.9.201  COMPOSITE RETURN - ELECTION  (1)  A partnership or S corporation may elect to file a composite tax return and pay a composite tax on behalf of all eligible participants who consent to be included in the filing.  

(2)  The partnership or S corporation filing a composite return must maintain and make available to the department, on request, a written power of attorney of each consenting, eligible participant authorizing it to file the composite return and act on the individual’s behalf.
(3)  Any assessments of additional tax, penalties, and interest are the responsibility of the entity filing the composite return and will be based on the entity's total liability.  Any additional assessment will be based on the total liability of the composite return.

(4)  The entity or its representative must represent the eligible participants in any appeals, claims for refunds, hearings, or court proceedings in any matter relating to the filing of the composite return.  (History:  Sec. 15-30-1112, MCA; IMP, Sec. 15-30-1112, MCA; NEW, 1996 MAR p. 2985, Eff. 10/4/96; TRANS, from ARM 42.15.702 and AMD, 2002 MAR p. 3708, Eff. 12/27/02.)


42.9.202  FILING REQUIREMENT  (1)  The Montana Composite Income Tax Return, Form PT-CR1, is due on or before the due date (including extensions) of the entity’s information return provided in ARM 42.9.301 and 42.9.401.  Extension of the date for filing the composite return does not extend the date for paying the composite tax, and interest accrues from the original due date of the return.

(2)  The composite return must include the name, address, social security or federal employer identification number, interest in the entity, and composite return liability of each consenting eligible participant included in the filing.  (History:  Sec. 15-30-305 and 15-30-1112, MCA; IMP, Sec. 15-30-105 and 15-30-1112, MCA; NEW, 1996 MAR p. 2985, Eff. 10/4/96; TRANS, from ARM 42.15.704 and AMD, 2002 MAR p. 3708, Eff. 12/27/02; AMD, 2004 MAR p. 2751, Eff. 11/5/04.)
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DEPARTMENT OF REVENUE


42.9.203  COMPUTATION OF COMPOSITE TAX  (1)  The composite tax, required to be remitted to the department with the composite tax return, is the sum of each electing eligible participant’s composite tax liability. 

(2)  The composite return liability of each eligible consenting participant is the product obtained by:

(a)  determining the tax that would be imposed, using the rates specified in 15-30-103, MCA, on the sum obtained by subtracting the allowable standard deduction for a single individual, an amount adjusted annually, and one exemption allowance, from the participant’s share of the entity’s income from all sources as determined for federal income tax purposes; and

(b)  multiplying that amount by the ratio of the entity’s Montana source income to the entity’s income from all sources for federal income tax purposes.

(3)  The entity is required to make quarterly estimated tax payments as prescribed by 15-30-241, MCA, computed separately for each participant included in the filing of a composite return.

Example:

Assume an S corporation’s federal return shows income from all sources of $60,000, $20,000 of which is Montana source income, and that an eligible participant’s share of the S corporation’s income is one-fourth, or $15,000.  The eligible participant’s composite return liability is $161:

Participant’s share of entity income from all sources


$15,000

Standard deduction (2003)
 (3,330)

Exemption allowance (2003)
 (1,780)


$ 9,890

Assume the tax on the $9,890, using the rates set forth in 15-30-103, MCA, is $482.

Participant’s composite return liability would be $482 x $20,000/$60,000 = $161.

(History:  Sec. 15-30-305 and 15-30-1112, MCA; IMP, Sec. 15-30-1112, MCA; NEW, 1996 MAR p. 2985, Eff. 10/4/96; TRANS, from ARM 42.15.705 and AMD, 2002 MAR p. 3708, Eff. 12/27/02; AMD, 2004 MAR p. 2751, Eff. 11/5/04.)
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