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Fiscal Note

Provides an exemption to the corporate franchise tax for any limited liability company that files as a real estate investment
trust fro federal income tax purposes and has 100% of its common shares owned by a tax-exempt organization.

Effective January 1, 2018.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

The bill appears to carve out a tax exemption for entities with particular characteristics, and thus works to reduce franchise
tax collections from what they would otherwise be. However, the revenue loss is indeterminable because the Dept. of
Revenue does not collect information as to which firms subject to the franchise tax file as real estate investment trusts for
federal income tax purposes and have 100% of their common shares owned by other tax exempt organizations. Such
information is not likely to be obtained even if this exemption is enacted, since at that point affected entities will not be
subject to the tax and will not have to file returns for the tax.

Revenue losses will first occur in FY18 because the bill is effective on January 1, 2018 and the franchise tax is due at the
beginning of the tax period.

REVENUE EXPLANATION
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Provides relative to entities that are exempt from the corporations franchise tax. (1/1/18)
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