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NOTE SUMMARY

	Fiscal Analysis:
	          X     Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
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	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	       X       General
	                Road
	               Federal
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FISCAL SUMMARY

______________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	- minimal
	- $7 million 
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	- minimal
	- $7 million
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

This legislation corrects a provision in Kentucky's corporate license tax laws that was found to be unconstitutional in the case of Revenue Cabinet v. USX.  The statute found to be unconstitutional allowed corporations domiciled in this state to file a consolidated return with corporations in which it owns more than 50% of the stock, but did not allow nondomicilary corporations to file a consolidated return.

PROVISION/MECHANICS:  

The proposed legislation creates a new section of KRS Chapter 136 to define terms.  The legislation also amends KRS 136.071 to delete the requirement that a corporation has to be domiciled in Kentucky to avail itself of the ability to file a consolidated return, and to clarify the options available to corporations for the filing of returns.  KRS 136.090 is amended to require the filing of a separate return unless the corporation is part of a group of related corporations filing a consolidated return.  KRS 136.100 is amended to require that the corporation license tax be filed 1 month after the date of the filing of the federal income tax return..  The legislation provides that it is effective for tax years beginning after December 31. 1997.

FISCAL EXPLANATION:  

The revenue cabinet estimates that the state will lose $7 million in revenue on an annual basis as a result of this legislation. The impact will not be realized until the second year of the biennium because of the timing of the filing of returns. This issue is currently in litigation again regarding the remedy that follows because KRS 136.071 was declared unconstitutional.  If the statute is not amended, the court could determine that the proper remedy would be to disallow combined filing for domiciliary corporations, which would result in a tax increase for in state corporations.
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