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AN ACT relating to revenue and taxation.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 136 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 4 of this Act and KRS 136.070, 136.071, 136.073, 136.076, and 136.078:
(1)
"Book value" means the value shown on financial statements prepared for book purposes as of the last day of the calendar or fiscal year;
(2)
"Consolidated return" means a corporation license tax return filed by a qualifying corporation with all related corporations in accordance with subsection (1)(b) of Section 2 of this Act in which the corporations are treated as a single corporation for purposes of determining and reporting capital, capital employed, tax liability, and credits;
(3)
"Corporation" means an entity incorporated under the laws of this state or another state;

(4)
"Qualifying corporation" means any corporation subject to tax in accordance with KRS 136.070(1) which directly owns stock or security of other corporations the total book value of which is equal to or greater than fifty percent (50%) of the book value of its total assets;

(5)
"Related corporation" means any corporation in which the qualifying corporation directly or indirectly owns more than fifty percent (50%) of its outstanding stock other than:

(a)
Financial institutions as defined in KRS 136.500;
(b)
Savings and loan associations organized under the laws of this state and under the laws of the United States and making loans to members only;
(c)
Open-end registered investment companies organized under the laws of this state and registered under the Investment Company Act of 1940;
(d)
Production credit associations;
(e)
Insurance companies, including farmers' or other mutual hail, cyclone, windstorm, or fire insurance companies, insurers and reciprocal underwriters;
(f)
Public service companies subject to taxation under KRS 136.120; or
(g)
Those corporations exempted by Section 501 of the Internal Revenue Code or any other religious, educational, charitable, or like corporations, not organized or conducted for pecuniary profit;

(6)
"Security" means any note, bond, debenture, or evidence of indebtedness;

(7)
"Separate return" means a corporation license tax return filed by a single corporation for purposes of determining and reporting capital, capital employed, tax liability, and credits;

(8)
"State" means any state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, any territory or possession of the United States, and any foreign country or political subdivision thereof;

(9)
"Stock" means any share of stock, certificate of stock, or other unit into which the proprietary interest in a corporation is divided; and

(10)
"Taxable year" means the period for which a return is required to be filed for federal income tax purposes.

Section 2.   KRS 136.071 is amended to read as follows:

(1)
Notwithstanding any other provision[provisions] of this chapter, a qualifying corporation[ whose commercial domicile is in this state and holds directly or indirectly stock or securities in other corporations equal to or greater than fifty percent (50%) of its total assets] may, at the option of the corporation:

(a)
File a separate return and deduct from capital the book value of its investment in the stock and security of any corporation in which it directly owns more than fifty percent (50%) of the outstanding stock; or
(b)
File a consolidated return with all related corporations[taxpayer, be considered as one (1) corporation for purposes of determining and apportioning total "capital," or compute its "capital" under KRS 136.070(2) as follows:

(a)
Determine the corporation's total capital as provided in KRS 136.070(2).

(b)
Deduct from the amount determined in subsection (a) of this section, the book value of its investment in the stock and securities of any corporation in which it owns more than fifty percent (50%) of the outstanding stock of such corporation].

(2)
All transactions between corporations included in the consolidated return shall be eliminated in computing capital in accordance with KRS 136.070(2) and in determining the property, payroll, and sales factor in accordance with KRS 136.070(3).

(3)
Every corporation included as a member of a group of related corporations filing a consolidated return shall be jointly and severally liable for the consolidated license tax liability, except that any corporation which was not a member of the group for the entire taxable year shall be jointly and severally liable only for that portion of the consolidated license tax liability attributable to that portion of the year that the corporation was a member of the group[For purposes of determining the ratio of stock and securities to total assets, the value shall be the value of the accounts as reflected on financial statements prepared for book purposes as of the last day of the calendar or fiscal year. The term "stock and securities" as used in this section means shares of stock in any corporation, certificates of stock or interest in any corporation, notes, bonds, debentures, and evidences of indebtedness. The term "book value" means the value as shown on financial statements prepared for book purposes as of the last day of the calendar or fiscal year].

Section 3.   KRS 136.090 is amended to read as follows:

(1)
(a)
Every corporation subject[Corporations liable] to tax[taxation] under KRS 136.070 shall, for each taxable year, file a separate return unless the corporation was, for any part of the taxable year, a member of a group of related corporations filing a consolidated return in accordance with Section 2 of this Act.

(b)
Every return shall be submitted[with the Revenue Cabinet each year,] on forms prescribed[prepared] by the cabinet, and[a return] signed by the president, vice president, secretary, treasurer, assistant secretary, assistant treasurer, or chief accounting officer.

(2)
Every return[ This report] shall state:

(a)
[give ]The name of the corporation;

(b)
The name of the state or government under the laws of which it is incorporated;

(c)
The date of incorporation;

(d)
The place of its principal office in and out of this state;

(e)
The name and address of its president and secretary;[ the name and address of its authorized agent or attorney upon whom process may be executed in this state; ]
(f)
The name and address of the officer or agent in charge of its business in this state;[ and ]

(g)
The nature and kind of business in which it is engaged; and[.]
[(2)
The report shall also give the total value of all the property owned and used by the corporation; the value of the property owned and used by it in this state; the aggregate amount of business transacted by it during the preceding calendar year or fiscal year; the amount of such business transacted in this state; and such ]

(h)
Other facts as the cabinet requires.

Section 4.   KRS 136.100 is amended to read as follows:

(1)
Every return[If the corporation operates on a calendar year basis, the reports] required under Section 3 of this Act[KRS 136.090] shall be filed on or before one (1) month later than the date required for filing the federal income tax return[April 15 in each year. If the corporation operates on a fiscal year basis, the reports shall be filed on or before the fifteenth day of the fourth month following the close of each fiscal year. The reports shall cover operations for the preceding calendar or fiscal year, as the case may be. Domestic corporations hereafter incorporated, and foreign corporations hereafter becoming the owners of property or transacting business in this state, shall make their reports to the Revenue Cabinet on or before the first filing date succeeding their incorporation or succeeding their becoming the owners of property or transacting business in this state, and shall in all respects be subject to the provisions of KRS 136.070 to 136.100 the same as corporations already in existence].

(2)
(a)
The value of capital on any return made for a period of less than one (1) year shall be calculated in the same manner as on a return made for a twelve (12) month period.
(b)
If any return is made by a corporation for a period of less than one (1) year, the tax liability after application of the credit authorized in KRS 136.070(6) shall be multiplied by a fraction:
1.
The numerator of which is the number of days in the period; and
2.
The denominator of which is three hundred sixty-five (365)[A corporation may change its reporting period from a calendar year to a fiscal year, or from a fiscal year to a calendar year, by securing written permission from the cabinet. If a corporation so changes its basis of reporting, the first report filed on the new filing date shall cover operations for the period between the close of the old accounting period and the close of the new accounting period. The assessment of value shall be computed in the same manner as on any other return, but the tax due shall be computed on that proportionate part of the assessment that the period between the close of the old accounting period and the close of the new accounting period bears to the entire twelve (12) month period].

(3)
In any case where two (2) or more corporations merge, consolidate or otherwise combine into a single corporation after the close of the taxable year, but before the beginning of the succeeding taxable year, capital and the property, payroll, and sales factors of the single corporation[all factors used to determine the corporation license tax assessment] shall be computed on the basis of the consolidated accounting records of the[such] corporations.

Section 5.   The amendments contained in this Act shall apply for taxable years beginning after December 31, 1997.
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