FISCAL NOTE

Bill #: SB0228 Title: Revise corporate income tax carryback period
Primary Sponsor: Cobb, J Status: As Introduced
Sponsor signature Date David Ewer, Budget Director Date

Fiscal Summary
FY 2006 FY 2007
Difference Difference
Expenditures:
General Fund $0 $0
State Special Revenue
Federal Special Revenue
Other

Revenue:
General Fund $0 $0
State Special Revenue
Federal Special Revenue

Other
Net Impact on General Fund Balance: $0 $0
[] Significant Local Gov. Impact [] Technical Concerns
[ ] Included in the Executive Budget [ ] Significant Long-Term Impacts
[] Dedicated Revenue Form Attached [[] Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS:

Department of Revenue:

1. Under current law, corporations doing business in Montana are allowed a net operating loss (NOL)
carryback of up to 3 years and a carryforward of up to 7 years. Under this bill, the NOL carryback would
be limited to just 2 years and would apply to NOLs incurred for tax periods ending after July 1, 2005.

2. There is no means of estimating precisely the impact that this proposal would have on revenues in coming
years. However, the Department of Revenue believes that the impact of this bill would be relatively
small. The department can document isolated instances in which general fund revenues have been
reduced significantly when refunds were issued to corporations that used a three-year NOL carryback. In
most, but not all, of these instances, these corporations also could have availed themselves of either a 2-
year or a 1-year carryback to provide for the same amount of refund. In these instances, elimination of the
3-year carryback would have no impact on revenues. However, it is likely that at some point in the future,
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under this bill, instances will arise in which a corporation would be able to avail itself of a 3-year

carryback to a tax year in which net income was positive, but be precluded from doing so under this bill,

and also be precluded from taking either a 2-year or a 1-year carryback because of NOLs in those
carryback years as well. However, in these cases, the corporation still may be able to reduce future
liabilities through NOL carryforwards.

3. There will be no instances in the next biennium where this bill affects corporation license tax payments or

refunds.
4. There are no administrative impacts associated with this proposal.

FISCAL IMPACT:

FY 2006 FY 2007
Difference Difference

Revenues:
General Fund (01) $0 $0

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
General Fund (01) $0 $0

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITURES:
None.

LONG-RANGE IMPACTS:

This bill will occasionally affect corporate license tax revenue. In most cases, by only having two rather than
three years available for NOL carrybacks, a corporation which would claim a refund due to a NOL carryback
under current law would carry some NOLs forward to future tax years. If the corporation is able to use the

NOL to offset income in future years, this bill would shift the refund from the current year to one or more
future years. More rarely, there could be a corporation that would claim a refund due to a NOL carryback
under current law but would not be able to use all of the NOL to reduce tax liability in other years. This
would increase revenue.



