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NOTE SUMMARY

	Fiscal Analysis:
	        X       Impact
	               No Impact
	         Indeterminable Impact

	Level(s) of Impact:
	          X        State
	                       Local
	               Federal


	Budget Unit(s) Impact
	


	Fund(s) Impact:
	        X      General
	                Road
	               Federal


	
	                     Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

______________________________________________________________________________

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

Rate of Change

	Revenues (+/-)
	
	-$1 million
	-$1 million
	

	Expenditures (+/-)
	
	
	
	

	Net Effect
	
	-$1 million
	-$1 million
	


_______________________________________________________________________________

MEASURE'S PURPOSE:  

This bill updates the reference date to the Internal Revenue Code and the National Bank Act from December 31, 1995 to December 31, 1997. It allows the book value of Kentucky obligations to be excluded from net capital, which is used to determine the bank franchise tax liability. It also allows a credit on the bank franchise tax return for the tax paid as a saving and loan association during the taxable year that a savings and loan association combines with a bank and excludes the distributive share of a shareholder's income from a S corporation or an S corporation related to a qualified subchapter S subsidiary subject to the bank franchise tax or the capital stock tax from adjusted gross income for income tax purposes.

PROVISION/MECHANICS:  

This measure amends KRS 136.500 to change the Internal Revenue Code and National Bank Act reference date from December 31, 1995 to December 31, 1997, provide that "person" includes limited liability companies, and adds a definition for Kentucky obligations. It amends KRS 136.515 to provide that the value of Kentucky obligations are excluded from net capital and to provide that savings and loan associations that combine with a bank are allowed a credit on their bank franchise tax return for tax paid as a savings and loan association during the year of combination. It also amends KRS 141.010 to exclude the distributive share of a shareholder's income from a S corporation or an S corporation related to a qualified subchapter S subsidiary subject to the bank franchise tax or the capital stock tax.

FISCAL EXPLANATION:  

Adding a deduction for Kentucky obligations will cause an estimated $1 million loss in general fund revenues derived from the bank franchise tax. 

Based on available information, there are currently no financial institutions electing to be treated as S corporations. If no banks continue to be treated as S corporations, the provision in the measure to exclude the distributive share of a shareholder's net income from an S corporation subject to the franchise tax or capital stock tax will have no fiscal impact.
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