HOUSE OF REPRESENTATIVES

KENTUCKY GENERAL ASSEMBLY AMENDMENT FORM

2006 REGULAR SESSION


Amend printed copy of HB 295 / HCS

On page 20, line 27, by deleting "2007" and replacing it with "2006", and

On page 24, line 7, after the "(d)", by inserting "1.", and

On page 24, after line 9 and before line 10, by inserting:

"2.
"Total gross profits" means total gross receipts reduced by returns and allowances attributable to total gross receipts, less the cost of goods sold attributable to total gross receipts;
On page 24, line 16 through page 27, line 3, by deleting all text and replacing it with the following:

"(2)
An annual limited liability tax shall be paid by every corporation and every limited liability pass-through entity on all Kentucky gross receipts or Kentucky gross profits except as provided in this subsection. A small business exclusion from this tax shall be provided based on the reduction contained in this subsection. The limited liability activity tax shall be the lesser of paragraph (a) or (b) of this subsection:
(a)
If the corporation's or limited liability pass-through entity's total gross profits are three million dollars ($3,000,000) or less, the limited liability activity tax shall be zero; or
(b)
If the corporation's or limited liability pass-through entity's total gross profits are greater than three million dollars ($3,000,000), the limited liability activity tax shall the lesser of subparagraph 1. or 2. of this paragraph:
1.
Nine and one-half cents ($0.095) per one hundred dollars ($100) of all of the corporation's or limited liability pass-through entity's Kentucky gross receipts; or
2.
Seventy-five cents ($0.75) per one hundred dollars ($100) of all of the corporation's or limited liability pass-through entity's Kentucky gross profits. 

In determining eligibility for the exclusion contained in this paragraph, members of a combined group shall consider the combined total gross receipts and total gross profits of the entire combined group.

A credit shall be allowed against the tax imposed under paragraph (b) of this subsection for the current year to a corporation or limited liability pass-through entity that owns an interest in a limited liability pass-through entity. The credit shall be the proportionate amount paid under paragraph (b) of this subsection by the lower-level pass-through entity. The credit shall apply across multiple layers of a multilayered pass-through entity structure. The credit at each layer shall be the accumulated tax paid at each lower layer.

(3)
A nonrefundable credit based on the tax due under subsection (2) of this section shall be allowed against the tax imposed by KRS 141.020 or Section 3 of this Act. The credit amount shall be determined as follows:

(a)
The credit allowed a corporation subject to the tax imposed by Section 3 of this Act shall be equal to the amount of tax paid under subsection (2) of this section for the current year, plus any credit determined in paragraph (b) of this subsection for tax paid by wholly or partially owned limited liability pass-through entities. 

(b)
The credit allowed members, shareholders, or partners of a limited liability pass-through entity shall be the members', shareholders', or partners' proportionate share of the tax paid under subsection (2) of this section for the current year.
(c)
The credit permitted in paragraph (b) of this subsection shall apply across multiple layers of a multilayered pass-through entity structure. The credit at each layer shall include the accumulated tax paid at each lower layer.", and

On page 28, line 18, by removing the word "or", and

On page 28, line 24, by removing the period and replacing it with a semicolon followed by the word "or", and

On page 28, between lines 24 and 25, by inserting the following:

"(r)
Publicly traded partnerships as defined by Section 7704(b) of the Internal Revenue Code that are treated as partnerships for federal tax purposes under Section 7704(c) of the Internal Revenue Code, or their publicly traded partnership affiliates. "Publicly traded partnership affiliates" shall include any limited liability company or limited partnership for which at least eighty percent (80%) of the limited liability company member interests or limited partner interests are owned directly or indirectly by the publicly traded partnership.

(7)
(a)
As used in this subsection, "qualified exempt organization" means an entity listed in subsection (6)(a) to (h) of this section and shall not include any entity whose exempt status has been disallowed by the Internal Revenue Service.
(b)
Notwithstanding any other provisions of this section, any limited liability pass-through entity that is owned in whole or in part by a qualified exempt organization shall, in calculating its gross receipts or Kentucky gross profits exclude the proportionate share of its taxable net income, gross receipts, or Kentucky gross profits attributable to the ownership interest of the qualified exempt organization.
(c)
Any limited liability pass-through entity that reduces taxable net income, gross receipts, or Kentucky gross profits in accordance with paragraph (b) of this subsection shall disregard the ownership interest of the qualified exempt organization in determining the amount of credit available under subsection (3) of this section.

(d)
The Department of Revenue may promulgate an administrative regulation to further define "qualified exempt organization" to include an entity for which exemption is constitutionally or legally required, or to exclude any entity created primarily for tax avoidance purposes with no legitimate business purpose.", and

On page 28, line 25, by deleting "(7)" and inserting in its place "(8)", and
On page 55, lines 19 through 24, by removing the brackets and strikethroughs, and

On page 55, line 25, by removing the bracket and strikethrough from the "(8)", and

On page 56, line 20, by deleting the "(8)" and removing the bracket and strikethrough from the "(9)", and

On page 57, line 2, by deleting the "(9)" and removing the bracket and strikethrough from the "(10)", and

On page 57, line 8, by deleting the "(10)" and removing the bracket and strikethrough from the "(11)", and

On page 57, line 11, by deleting the "(11)
(a)" and removing the bracket and strikethrough from the "(12)" and inserting  "(a)" after the "(12)", and

On page 58, line 6, by deleting the "(12)" and removing the bracket and strikethrough from the "(13)", and

On page 127, after line 13, by inserting the following:

"SECTION 39.   A NEW SECTION OF KRS CHAPTER 141, TO BE NUMBERED 141.0402, IS CREATED TO READ AS FOLLOWS:

(1)
An annual privilege tax of two hundred dollars ($200) shall be paid by every corporation and every limited liability pass-through entity organized in or doing business in this state.

(2)
Each taxpayer subject to the tax imposed in this section shall file a return, on forms prepared by the department, on or before the fifteenth day of the fourth month following the close of the taxpayer's fiscal year.

(3)
The department shall prescribe forms and promulgate administrative regulations as needed to administer the provisions of this section.", and 

On page 127, line 14, by changing "Section 39" to "Section 40", and

On page 127, line 15, after the word "of", by inserting "Sections 1 through 38", and

On page 127, after line 15, by inserting the following:

"Section 41.   The provisions of Section 39 of this Act shall apply to tax years beginning on or after January 1, 2006.".
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