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CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 2490

Introduced by Assembly Member Gatto

February 19, 2016

An act to add and repeal Section 23714-te of the Revenue and
Taxation Code, relating to taxation, to take effect immediately, tax levy.

LEGISLATIVE COUNSEL’S DIGEST

AB 2490, as amended, Gatto. Corporation Tax Law: exemption:
regulated investment company.

Existing law, the Corporation Tax Law, generally conforms to the
federal income tax laws that apply to a regulated investment company
and further provides that for purposes of the Corporation Tax Law, its
“net income” is equal to its “investment company income.” Existing
law exempts from tax under the Corporation Tax Law, various
organizationsincluding credit unions, fraternal societies, social welfare
organizations, and labor organizations.

Thls b|II would prOV|de that under the Corporatlon Tax Law,—a

serves a mutual fund mvestment management company whol Iy owned
by one or more regulated investment companies and providing
management servicesto the one or more regul ated investment companies
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AB 2490 —2—

“at cost” is not subject totax: tax, except as specified. The bill would
authorize the Franchise Tax Board to promulgate regulations as
necessary or appropriate to carry out this provision. The bill would
repeal these provisions on January 1, 2022.

This bill would take effect immediately as atax levy.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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The people of the Sate of California do enact as follows:

SECTION 1. Section 23714 is added to the Revenue and
Taxation Code, to read:

23714. (a) Notwithstanding any other |law,—a—+regulated
Havestment—eoempany; a mutual fund investment management
company wholly owned by one or more regulated investment
companies, as defined in Section 851 of the Internal Revenue Code,
relatl ng to defl nltlon of regulated investment company,—mat—rs—a

m—the—mu’eual—iuﬂds—that—ﬂ—sew&s and prow d| ng management
services to the one or more regulated investment companies “ at
cost” is exempt from the taxes imposed by this part, except as
provided in Article 2 (commencing with Section 23731).

(b) The Franchise Tax Board may promulgate regulations as
necessary or appropriate to carry out the purposes of this section.

(c) Thissection shall be repealed on January 1, 2022.

SEC. 2. Thisact providesfor atax levy within the meaning of
Article 1V of the California Constitution and shall go into
immediate effect.
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