
2006 – 2007 Biennial Budget Testimony and Forecast June 9, 2005 

Legislative Service Commission  Page 18 

Corporate Franchise Tax 

GRF Revenues from the Corporate Franchise Tax
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The initial baseline forecast was for GRF revenues of $888.2 million in FY 2005, 
but the forecast was revised upward to $1,020.0 million because of an unanticipated receipt 
of a large settlement by a taxpayer, and higher than anticipated corporate franchise tax 
receipts.  The initial baseline forecast for FY 2006 and FY 2007 was $933.5 million and 
$958.0 million, respectively.  These estimates were revised upward to $1,049.0 million and 
$1,076.3 million in FY 2006 and FY 2007, respectively.   

The unanticipated large payment during FY 2005 will probably not be repeated the 
following fiscal year, which reduces the CFT revenue growth rate for FY 2006 to 2.8% 
instead of 5.1% in the February forecast.  CFT revenue growth rate remains at 2.6% for 
FY 2007 as it was in the initial forecast in February. 

The proposed budget phases-out the corporate franchise tax for nonfinancial 
corporations over five years.  Nonfinancial corporations would be required to pay 80% and 
60% of the CFT liability in FY 2006 and FY 2007, respectively.  Thus, the proposed budget 
reduces projected revenues by $176.2 million in FY 2006 and $361.6 million in FY 2007. 


