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Subject: Tax on Subsidiary or Investment Capital

The following question has been raised concerning Article 9-A (Franchise Tax on Business
Corporations) of the Tax Law.

Question:   Is the capital stock of a national banking corporation, which is owned by a corporation
taxable under Article 9-A of the Tax Law or owned by a holding company taxable under Article 9-A
of the Tax Law, taxable as either subsidiary capital or investment capital when computing the tax
of either the corporation or the holding company taxable under Article 9-A of the Tax Law?

Answer:   Yes, the investment in the capital stock of a national banking corporation is taxable under
Article 9-A of the Tax Law as either subsidiary capital or investment capital. The corporation or
bank holding company which owns the capital stock of a national banking corporation must include
this investment in either subsidiary capital or investment capital when determining the tax due under
Article 9-A. The capital stock of the national banking corporation would be included as investment
capital when it does not qualify as subsidiary capital under Section 208.4 of Article 9-A of the Tax
Law.

References:

Federal Banking Law, Section 548
New York Tax Law-Article 9-A Section 208.3
New York Tax Law-Article 9-A Section 208.4
New York Tax Law-Article 9-A Section 208.5
New York Tax Law-Article 9-A Section 210.1(a)(2)
New York Tax Law-Article 9-A Section 210.1(b)


