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Bl LL SHEFFIELD

S t a t u  o r A  z. a  s k a
OFFICE OF THE GOVERNOR

J u n e a u

March 21, 1984

The Honorable Jalmar Kerttula 
Alaska State Senate 
Pouch V
Juneau, AK 99811 

Dear Senator Kerttula:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill to amend AS 43, the 
Revenue and Taxation Code, bv repealing AS 4,.20.031(d) 
and AS 43.70.030(b).

This bill repeals AS 43.20.031(d), which exempts banks and 
savings and loan associations from taxation under 
AS 43 .20, the corporate income tax chapter. It also re­
peals AS 43.70.030(b), which taxes tanks, trust companies, 
and savings and loan associations under AS 43.70, the 
Business License Act.

Currently, banks and savings and loan associations are 

specifically exempted from the corporate income tax under 
AS 43.20 because of federal restrictions which required 
states to tax national banks and savings and loan asso­
ciations separately from other corporations. Those feder­
al restrictions no longer exist. Therefore, we may now 
tax banks under AS 43.20 along with all other corporate 
taxpayers, and that is what «_his bill will accomplish.

Sincerely

B
Governor
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C u r r e n t l y  b a n k s  a r e  r e q u i r e d  t o  f i l e  r e t u r n s  a n d  p a y  t a x  u n d e r  

a  s t a t u t e  s e p a r a t e  f r o m  a l l  o t h e r  c o r p o r a t i o n s  ( A S  4 3 . 7 0 ) .

T h i s  r e s u l t s  i n  s i g n i f i c a n t  a d m i n i s t r a t i v e  a n d  l e g a l  p r o b l e m s .  

T h e  D e p a r t m e n t  o f  R e v e n u e  t h e r e f o r e  r e c o m m e n d s  t h a t  b a n k s  b e  

t a x e d  u n d e r  t h e  s a m e  i n c o m e  t a x  s t a t u t e s  a s  o t h e r  c o r p o r a t i o n s  

( A S  4 3 . 2 0 ) .

A l t h o u g h  s t a t e  a n d  m u n i c i p a l  i n t e r e s t  i s  c u r r e n t l y  t a x a b l e  

u n d e r  A S  4 3 . 7 0  a n d  w o u l d  n o t  b e  s u b j e c t  t o  t a x  u n d e r  A S  4 3 . 2 0 ,  

w e  e s t i m a t e  t h a t  r e q u i r i n g  b a n k s  t o  f i l e  u n d e r  A S  4 3 . 2 0  r a t h e r  

t h a n  A S  4 3 . 7 0  w i l l  r e s u l t  i n  n o  l o s s  o f  r e v e n u e  t o  t h e  S t a t e .

T h e  D e p a r t m e n t ' s  p o s i t i o n  i s  t h a t  u n d e r  I R C  s e c .  2 6 5 ( 2 ) ,  w h i c h  

i s  a d o p t e d  b y  r e f e r e n c e  i n  A S  4 3 . 2 0 . 0 2 1 ( a ) ,  n o  d e d u c t i o n  i s  

a l l o w e d  f o r  e x p e n s e s  a n d  i n t e r e s t  i n c u r r e d  o r  c o n t i n u e d  t o  

p u r c h a s e  o r  c a r r y  o b l i g a t i o n s  t h e  i n t e r e s t  o n  w h i c h  i s  e x e m p t  

f r o m  t a x .  T h i s  i n c l u d e s  n o t  o n l y  e x p e n s e s  a n d  i n t e r e s t  r e l a t e d  

t o  t a x  e x e m p t  s t a t e  a n d  m u n i c i p a l  i n t e r e s t  i n c o m e ,  b u t  a l s o  

e x p e n s e s  a n d  i n t e r e s t  r e l a t e d  t o  t a x  e x e m p t  U . S .  i n t e r e s t  

i n c o m e .  T h e r e f o r e ,  t h e  t o t a l  a m o u n t  o f  n o n d e d u c t i b l e  e x p e n s e s  

u n d e r  A S  4 3  . 2 0  w i l l  b e  c l o s e  t o  t h e  a m o u r . ;  o f  n o n t a x a b l e  i n c o m e .

I



BY THE RULES COMMITTEE BY
1 IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL NO. 532

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to state taxation of national banks,

7 state banks, trust companies, and savings and loan

3 associations; and providing for an effective date."

9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 43.20.031(d) and AS 43.70.030(b) are repealed.

11 * Sec. 2. This Act is retroactive to January 1, 1984.

12 * Sec. 3. This Act takes effect immediately in accordance with AS 01.-

13 10.070(c).
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