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Banking Corporation Combined Franchise Tax Return
¥ Tax Law — Article 32

General Information

Each banking corporation or bank holding
company is generally a separate taxable
entity and must file its own tax return.
However, a group of banking corporations
and bank holding companies may be
permitted or required to file a combined
return to properly reflect the tax liability of
these corporations under Article 32 of the
Tax Law. If a combined return is permitted
or required, you must file Forms CT-32-A
and CT-32-B. In addition, each corporation
in the combined group must file a separate
Form CT-32.

If a banking corporation or bank holding
company has been required or permitted to
file a combined return, the corporation
must continue to file a combined return
until the facts affecting its combined
reporting status materially change. If the
facts materially change from the time the
corporation was required or permitted to
file on a combined return, the corporation
must notify the Commissioner of Taxation
and Finance of the change not later than
30 days after the close of its tax year. The
Commissioner of Taxation and Finance will
then notify the corporation whether it will
continue to be required or permitted to be
included in a combined return.

Identifying Information

To assist us in processing your corporation
tax forms as quickly and efficiently as
possible, it is important that we have the
necessary identifying information from your
preprinted label. Keep a record of the
label information for future use. Please
be certain to include your employer
identification number and file number on
each corporation tax form mailed. This will
facilitate processing of your return to the
correct account. Without this information,
we may not be able to process your return.

If you use a paid preparer or accounting
firm, make sure they use the mailing label
or label information when completing all
forms prepared for you.

When and Where to File

File your return within 22 months after the
end of your reporting period. Corporations
reporting for the 1995 calendar year must
file a return on or before March 15, 1996.

Mail returns to:

NYS CORPORATION TAX
PROCESSING UNIT

P O BOX 1909

ALBANY NY 12201-1909

If you cannot meet the filing deadline,
request a six-month extension of time by
filing Form CT-5.3 on or before the original
due date.

Who May File Form CT-32-A

Corporations which may be
permitted or required to file or to be
included in a combined return

A banking corporation or bank holding
company exercising its corporate franchise
or doing business in New York State in a
corporate or organized capacity may be
permitted or required to file or to be
included in a combined return with the
following:

— any banking corporation or bank holding
company exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity that owns or controls, directly
or indirectly, 65% or more of its voting
stock, and

— any banking corporation or bank holding
company exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity in which it owns or controls,
directly or indirectly, 65% or more of the
voting stock.

A banking corporation or bank holding
company not exercising its corporate
franchise or doing business in New York
State in a corporate or organized capacity
may be permitted or required to file or be
included in a combined return with the
following:

— any banking corparation or bank holding
company exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity that owns or controls, directly
or indirectly, 65% or more of its voting
stock, and

— any banking corporation or bank holding
company exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity in which it owns or controls,
directly or indirectly, 65% or more of the
voting stock.

The Commissioner of Taxation and
Finance may permit or require the filing of
a combined return by banking corporations
or bank holding companies when 65% or
more of the voting stock of each is owned
or controlled, directly or indirectly, by the
same interest, and at least one of the
corporations is exercising its corporate
franchise or doing business in New York
State in a corporate or organized capacity.

A banking corporation or bank holding
company that meets any of the 65% or
more stock ownership requirements may
be permitted or required to file or to be
included in a combined return only if the
Commissioner of Taxation and Finance
determines that such filing is necessary to

properly reflect the tax liability of such
corporation or other corporations. In
making the determination whether a
combined return is necessary in order o
properly reflect the tax liability of any one
or more of the corporations, the
Commissioner of Taxation and Finance will
first determine whether the group of
corporations under consideration is
engaged in a unitary business. A
corporation engaged in a unitary business
with one or more of the corporations in the
group may be permitted or required to file
a combined return if the Commissioner of
Taxation and Finance determines that:

— the corporation has intercorporate
transactions with one or more of the
corporations in the group which cause
the improper reflection of the activity,
business, income or assets within
New York State of one or more of the
corporations, or

— the corporation has an agreement,
understanding, arrangement or
transactions with one or more of the
carporations in the group which cause
the improper reflection of the activity,
business, income or assets within
New York State of one or more of the
corporations.

Corporations required to file or to
be included in a combined return

A banking corporation or bank holding
company exercising its corporate franchise
or doing business in New York State in a
corporate or organized capacity is
required to file or to be included in a
combined return with the following:

— any banking corporation or bank holding
company, exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity, that owns or controls, directly
or indirectly, 80% or more of the voting
stock, and

— any banking corporation or bank holding
company that is exercising its corporate
franchise or doing business in New York
State in a corporate or organized
capacity in which it owns or controls,
directly or indirectly, 80% or more of the
voting stock.

However, a banking corporation or bank
holding company exercising its corporate
franchise or doing business in New York
State in a corporate or organized capacity
that meets the 80% or more stock
ownership requirement may be excluded
from a combined return, if the corporation
or the Commissioner of Taxation and
Finance shows that the inclusion of such a
corporation in the combined return fails to
properly reflect the tax liability of such
corporation.
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Tax liability may be deemed to be
improperly reflected because of
intercorporate transactions or some
agreement, understanding, arrangement or
transaction whereby the activity, business,
income or assets of the corporation within
New York State is improperly or
inaccurately reflected.

Any combination of banking corporations
and bank holding companies that meets
the 80% or more stock ownership test is
required to file a combined return and may
make a written request for a preliminary
review as to which corporations are to be
included in the combined return. The
request must comply with the requirements
set forth in the instructions below that
describe the procedures for requesting
permission to file a combined return.

In no event may a banking corporation or
bank holding company, that meets the 65%
or more but less than 80% stock ownership
requirement, file or be included in a
combined return without the consent of the
Commissioner of Taxation and Finance.

Corporations that cannot be
included in a combined return:

— A banking corporation that elected
under section 1452(d) of the Tax Law to
be taxed under Article 9-A of the Tax
Law for those years such election is in
effect.

— A banking corporation whose largest tax
is computed on taxable assets at the
rate of 1/25 or 1/50 of a mill.

— A banking corporation or bank holding
company whose accounting period
differs from the accounting period
adopted by the combined group.

— A banking corporation or bank holding
company that does not meet the 65% or
more stock ownership requirement.

Rules for Alien Corporations

— A banking corporation or bank holding
company organized under the laws of a
country other than the L.S. may not file
a combined return with a banking
corporation or bank holding company
organized under the laws of the U.S,,
New York State or any other state.

Change in Composition of a
Combined Group

Every banking corporation and bank
holding company that is required to be
included in a combined return or that has
received the permission of the
Commissioner of Taxation and Finance to
be included in a combined return must
continue to be included in the combined -
return unless it has been permitted or
required to be excluded from the combined
return.

Any corporation, except one that is
required to be included in a combined
return, that is included in a combined
return without the prior consent of the
Commissioner of Taxation and Finance
may be excluded from the combined return
and taxed on a separate basis.

Any corporation that is required to be
included in a combined return or has
obtained the consent of the Commissioner
of Taxation and Finance to be included in a
combined return but files on a separate
basis may be taxed on a combined basis.

Requesting Consent to File a
Combined Return

A request to the Commissioner of Taxation
and Finance to file an initial combined
return, except where a combined return is
required to be filed, or to change the
composition of an existing combined return
must be made in writing and addressed to:

NYS TAX DEPARTMENT

CORPORATION TAX - FIELD AUDIT
MANAGEMENT

W A HARRIMAN CAMPUS

ALBANY NY 12227

This written request must be received by
the Commissioner of Taxation and Finance
not later than 30 days after the close of the
tax year in question. The written request
must include the following:

— the corporate organization chart of the
requesting corporation setting forth the
name of each corporation and the
percentage of voting stock owned or
controlled, directly and indirectly, by the
requesting corporation and the name of
each corporation that owns or controls,
directly or indirectly, the voting stock of
the requesting corporation and the
percentage of such stock so owned:

— for each of the bank holding companies,
banking corporations and other
corporations that own or control, directly
or indirectly, 65% or more of the voting
stock of the requesting corporation or
whose voting stock is 65% or more
owned or controlled, directly or
indirectly, by the requesting corporation
or by the the same interest as the
requesting corporation,

- the exact name,

- address (including ZIP code),

- employer identification number,
- date of incorporation,

- state or country of incorporation,

- the date business began in New York
State, if applicable, and in the case of
a corporation described in section
1452(a)(9) of the Tax Law, a
description of the activities in which
the corporation is principally engaged
that establishes that such activities are
permissible activities within the
contemplation of section 1452(a)(9) of
the Tax Law;

— a statement providing details as to why
only those corporations that are
required to be included in a combined
return, those corporations requesting
permission to be included in a
combined return and those corporations
requesting permission to be excluded
from a combined return will properly
reflect the tax liability of the group of
corporations and of each corporation to
be included in the group and of each
corporation to be excluded from the
group;

— for at least the first ning months of the
tax year covered in the request, using
spread sheets if necessary, information
that will clearly identify on a
corporation-by-corporation basis, the
nature and amount of each category of
intercorporate transactions between
each one of the corporations that meets
the 65% or more stock ownership
requirement with each of the other
corporations that reflects:

- the source and amount of gross
receipts and the portion derived from
such transactions, and

- the source and amount of total
services and other transactions of
each corporation and the portion
related to transactions with each of the
other corporations, and

- any other data that shows the degree
of involvement of the corporations with
each other.

Unitary Business

in deciding whether a corporation is part of
a unitary business, the Commissioner of
Taxation and Finance will consider whether
the activities in which the corporation
engages are related to the activities of
other corporations in the group, or whether
the corporation is engaged in the same or
related lines of business as other
corporations in the group. It is presumed
that corporations that are eligible to be
included in a combined return meet the
unitary business requirement.

Intercorporate Transactions

In deciding whether there are
intercorporate transactions which cause the
improper reflection of the activity, business,
income or assets of a corporation within
New York State, the Commissioner of
Taxation and Finance will consider
transactions directly connected with the
business conducted by the corporations,
such as:

— performing services for other
corporations in the group,

— providing funds to other corporations in
the group, or

— performing related customer services
using common facilities and employees.



Service functions will not be considered
when they are incidental to the business of
the corporation providing such services.
Service functions include, but are not
limited to, accounting, legal and personnel
services. It is not necessary that there be
intercorporate transactions between any
one member with every other member of
the group. For purposes of the
intercorporate transactions test, it is
essential that each corporation have
intercorporate transactions with one other
combinable corporation or with a combined
or combinable group of corporations.

Change of Business Information

If there have been any changes in your
business name, identification number,
mailing address, business address,
telephone number or owner/officer
information and you have not previously
notified us, complete Form DTF-95,
Change of Business Information. If you
don’t have a form, call toll free (from New
York State only) 1 800 462-8100. From
areas outside New York State, call
(518) 438-1073 to request one.

Change of Address

If your address has changed, enter your
new address on the label and check the
box next to the name and address block at
the top of your corporation tax return. Do
not check this box for any change of
business information other than address.
You must still attach the preprinted labe!
with the old address to enable us to
update your account.

Metropolitan Transportation
Business Tax (MTA Surcharge)

Any corporation taxable under Article 32
that does business in the Metropolitan
Commuter Transportation District (MCTD)
must file Form CT-32-M and pay a
metropolitan transportation business tax
surcharge on business done in the
Metropolitan Transportation Authority region
(MTA surcharge). The MCTD includes the
counties of New York, Bronx, Kings,
Queens, Richmond, Dutchess, Nassau,
Orange, Putnam, Rockland, Suffolk and
Westchester.

Corporations not doing business in the
MCTD must disclaim liability for the MTA
surcharge by answering No and do not
need to file Form CT-32-M.

Specific Instructions for
Form CT-32-A

Reporting Period

If you are a calendar year filer, check the
box in the upper right corner on the front
of the form.

If you are a fiscal year filer, complete the
beginning and ending tax period boxes in
the upper right corner on the front of the
form.

Line A - After completing your return, enter
the amount of your payment. Your payment
should be the full amount shown on

line 19.

Negative amounts, if any, should be
shown in parentheses.

Schedule 1
Minimum Tax

Line 4 - Each taxpayer included in the
combined return, other than the taxpayer
paying the combined tax, is required to pay
the minimum tax of $250. When the
combined tax is $250, the taxpayer paying
the combined tax will also be required to
pay the minimum tax of $250. A
corporation that would not otherwise be
taxable in New York State except for its
inclusion in a combined return is not
required to pay the minimum tax of $250.

Computation of State Tax Surcharge
Line 10 - Enter the appropriate state tax
surcharge rate from the chart below in the
box on line 10 and compute your state tax
surcharge on the worksheet below.

The state tax surcharge rates are:
Maximum number

For Tax Years Ending of months
After and Before surcharge imposed
12%% 6/30/94 71/95 12
7% 6/30/95 7/1/96 12
2%% 6/30/96 71197 12

Worksheet for State Tax Surcharge

A. State tax surcharge rate which applies
to this return (see chart above) ... ...

B. Maximum number of months for which
the state tax surcharge rate on
line A is imposed (see chartabove) ..

C. Number of months for which the state
tax surcharge rate on line A has been

paid .......... ... PR

D. Number of months still subject to the
state tax surcharge rate on
line A (subtract line C from line B} ...

- It line D is zero, stop here and enter
“0" on line 10 of the return.

E. Number of months covered by this
return ... ———————

- If line E is less than or equal to line
D, stap here and multiply the
franchise tax on line 9 by the state
tax surcharge rate on line A; enter
this amount on fine 10 of the return.

- If line E is more than line D,
complete lines F through I

F. Proration percentage (divide o
lineDbylineE)........... - %

G. Franchise tax from line 9 of

thereturn ................ [ —

H. Franchise tax subject to the
state tax surcharge (multiply
lineGbylineF)...........

1. State tax surcharge after
proration ‘mulriply fine H b
the state lax surcharge rate
on line A). Enter this amount
on line 10 of the return. . . . ..
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Line 15 - When prepayments exceed total
tax, line 13, proceed to overpayment
section, lines 20 through 24.

Late Filing and Late Payment —
Interest and Penalty

Line 16 - Penalty for Underpaying
Estimated Tax — Every corporation whose
New York State franchise tax liability can
reasonably be expected to exceed $1,000
must file a declaration of estimated tax,
Form CT-400. A penalty will be imposed if
a taxpayer fails to file a declaration of
estimated tax or fails to pay all or any part
of an installment payment of estimated tax,
see Form CT-222, Underpayment of
Estimated Tax by a Corporation.

Line 17 - Late Filing — Interest — if you
do not pay the tax and state tax surcharge
due on or before the due date (determined
without regard to any extension of time),
you must pay interest on the amount of the
underpayment from the due date to the
date paid. Exclude from the interest
computation any amount shown on line
12a or 12b, first installment of estimated
tax for next period. Determine the interest
rate in accordance with Part 603 of the Tax
Regulations. If you need assistance, call
toll free (from New York State only)

1 800 CALL TAX (1 800 225-5829). From
outside New York State call (518)
438-8581. Interest will be compounded
daily.

Line 18 - Late Filing and Late Payment —
Additional Charges — Additional charges
for late filing and late payment are
computed on the amount of tax and state
tax surcharge less any payment made on
or before the due date. Exclude from the
penalty computation any amount shown on
line 12a or 12b, first installment of
estimated tax for next period.

A If you do not file a return when due or if
the application for extension is invalid,
add to the tax 5% per month up to 25%
(section 1085 (a)(1}(A)).

B If you do not file a return within 60 days
of the due date, the addition to tax in
item A above cannot be less than the
smaller of $100 or 100% of the amount
required to be shown as tax (section
1085 (a)(1)(B)).

C If you do not pay the tax shown on a
return, add to the tax 4% per month up
to 25% (section 1085 (a)(2)).

D The total of the additional charges in
items A and C may not exceed 5% for
any one month except as provided for in
item B (section 1085 (a)). If you think
you are not liable for these additional
charges, attach a statement to your
return explaining the delay in filing,
payment, or both (section 1085).

Line 25 - Line 25 has been intentionally
omitted.
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Schedules J through M

Enter the required information for up to four
subsidiaries. If you have more than four
subsidiaries, attach a separate sheet with
the information,

Computation of Combined Tax

Each corporation included in the combined
return is required to compute entire net
income, alternative net income, and taxable
assets on Form CT-32 as if it had filed its
federal income tax return on a separate
basis. When computing combined entire
net income {Schedule K) and combined
alternative entire net income (Schedule L)
on Form CT-32-A, eliminate all
intercorporate dividends and intercorporate
transactions between the corporations
included in the combined return.
Intercorporate profits are deferred, capital
losses are to be offset against capital
gains and contributions are to be deducted
as if the corporations in the group had filed
a consolidated federal income tax return.
When computing combined taxable assets
(Schedule M) on Form CT-32-A, eliminate
intercorporate stockholdings and
intercorporate biils, notes and accounts
receivable and payable and other
intercorporate indebtedness between the
corporations included in the combined
return.

Combined taxable assets do not include
the taxable assets of a corporation which
has an outstanding net worth certificate
issued to the following: the Federal Savings
and Loan Insurance Corporation in
accordance with section 406(f)(5) of the
Federal National Housing Act, as
amended, (12 USC 1729(f)(5)); the Federal
Deposit Insurance Corporation in
accordance with section 13(i) of the
Federal Deposit Insurance Act, as
amended, (12 USC 1823(i)); or the
Resolution Trust Corporation (RTC) under

section 1823(c)(1), (2) or (3) of Title 12 of
the United States Code, for that portion of
the tax year the certificate is outstanding.

Computation of Combined
Allocation Percentages

Each corporation included in the combined
return is required to compute the entire net
income allocation percentage, alternative
entire net income allocation percentage
and taxable assets allocation percentage
on Form CT-32 as if it had filed its federal
income tax return on a separate basis.
When computing the combined allocation
percentages (Schedule J) on Form
CT-32-A, the payroll, receipts and deposits
factors in each allocation percentage are
computed as though the corporations
included in the combined return were one
corporation.

Eliminate intercorporate dividends and all
other intercorporate transactions including
intercorporate receipts and intercorporate
deposits between the corporations included
in the combined return. Attach a list of all
intercorporate eliminations showing the
amount of the intercorporate transactions
and the corporations involved in each
transaction.

International Banking Facility (IBF)
Adjustment to Entire Net Income,

Alternative Entire Net Income and

Allocation Percentages

If any corporation in a combined return
modified entire net income and alternative
entire net income pursuant to section
1453(f), all corporations in the combined
return are deemed to have made such
modification and are required to compute
entire net income, alternative entire net
income and the allocation percentages
accordingly.

If any corporation in a combined return
computed entire net income and alternative
entire net income pursuant to section
1454(b)(2), all corporations in the
combined return are deemed to have made
such election and are required to compute
entire net income, alternative entire net
income and the allocation percentages
accordingly.

Composition of Prepayments

Line 79 - Enter on this line any
prepayments from subsidiaries listed on
Form CT-32, line 169.

Instructions for Form CT-32-B,

Computation of Combined
Entire Net iIncome

The Department of Taxation and Finance
must provide to the Legislature a wide
range of statistical data from the CT-32 and
CT-32-A returns filed annually by all
banking corporations doing business in
New York State.

Each combined group must complete
Form CT-32-B to enable the department to
gather this data.

The data supplied by this schedule will not
be reported for individual banks. It will be
submitted in a summary format.

Combine the figures from each line of the
individual Form CT-32, Schedule B, for
each member of the combined group and
enter on the appropriate line on

Form CT-32-B.

Also provide the data requested at the
bottom of the schedule of Form CT-32-B
pertaining to combined assets. The
information should be taken from

Form CT-32, Schedule D.




