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SUBJECT: S Corporation Built-in Gains Tax Transitional Exclusion

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestlons of previous
analysis of bill as introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous
analysis of bill as introduced/amended .

FURTHER AMENDMENTS NECESSARY.
X DEPARTMENT POSITION CHANGED TO _No position.

X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS INTRODUCED February 12, 2004, AND
/AMENDED March 23, 2004, STILL APPLIES.

OTHER - See comments below.

SUMMARY

This bill would provide limited transitional tax relief for corporations that were required by 2002
legislation to be “S” corporations.

SUMMARY OF AMENDMENTS
The June 16, 2004, amendments would:

e limit the relief from built-in gains (BIGs) tax provided by the bill to transactions that are also
excluded from the BIGs tax under federal law.

e add double-joining language for AB 2328 (Wyland), a bill that would also provide transitional tax
relief for corporations required to be “S” corporations. Relief provided by AB 2328 affects more
corporations paying BIGs tax than this bill. The double-joining language states that this bill would
become operative if AB 2328 is not enacted, or if AB 2328 is enacted but does not provide
transitional relief from BIGs tax.

The department’s analysis of the bill as introduced on February 12, 2004, still applies.
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POSITION

No position.
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