


BILL SHEFFIELD

S tate of A u s k a
OFFICE OF THE GOVERNOR
Juneau

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, | am transmitting a bill to amend AS 43, the
Revenue and Taxation Code, by repealing AS 43.20.031(d)
and AS 43.70.030(b).

This bill repeals AS 43.20.031(d), which exempts banks and
savings an loan associations from taxation under
AS 43.20, the corporate income tax chapter. It also re-
peals AS 43.70.030(b), which taxes banks, trust companies,
and savings and loan associations wunder AS 43.70, the
Business License Act.

Currently, banks and savin%s and loan associations are
sgecmcally 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 Ion%er exist. Therefore, we may now
tax banks under AS 43.20 along with all other corporate
taxpayers, and that is what this bill will accomplish.

Sincerely,

B
Governor
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BILL SHEFFIELD
GOVERNOR

Distributed by Sen Mulcahy

SB 532
S tate of A laska
OFFICE jFu;HeEaGSVERNOR
March 21, 1984
The Honorable Jalmar Kerttula
Alaska State Senate
Pouch V [
Juneau, AK 99811
Dear Senator Kerttula:
Under the authority of art. 1ll, sec. 18, of the Alaska
Constitution, | am transmitting a bill to amend AS 43, the

Revenue and Taxation Code, by repealing AS 43.20.031(d)
and AS 43.70.030(b).

This bill repeals AS 43.20.031(d), which exempts banks and
savings an loan associations from taxation under
AS 43.20, the corporate income tax chapter. It also re-
peals AS 43.70.030(b), which taxes banks, trust companies,
and savings and loan associations under AS 43.70, the
Business License Act.

Currently, banks and scvings and loan associations are
specifically exempted frcin the corporate income tax under
AS 43.20 because of federal restrictions which required
states to tax national banks and savings and_lo->n asso-
ciations separately from other corporations. Those feder-
al restrictions no Ion%er exist. Therefore, we may now
tax banks under AS 43.2" along with all other corporate
taxpayers, and that is wl.at this bill will accomplish.

Sincerely,

Bill SheffieK/1'
Governor



SB 532

SENATE BILL 532 AMENDS AS A3, THE REVENUE AND TAXATION CODE,
TO ALLOW THE DEPARTMENT OF REVENUE TO TAX BANKS AS
CORPORATE ENTITIES, CURRENTLY, BANKS AND SAVINGS AND LOAN
ASSOCIATIONS ARE SPECIFICALLY EXEMPTED FROM THE CORPORATE
INCOME TAX UNDER AS A3.20 BECAUSE OF FEDERAL RESTRICTIONS
WHICH REQUIRED STATES TO TAX NATIONAL BANKS AND SAVINGS AND
LOAN ASSOCIATIONS SEPARATELY FROM OTHER CORPORATIONS, THOSE
FEDERAL RESTRICTIONS NO LONGER EXIST, THEREFORE, THE STATE

MAY NOW TAX BANKS ALONG WITH ALL OTHER CORPORATE TAXPAYERS.

SB 532 IS SUPPORTED BY THE ADMINISTRATION, THE ALASKA

ASSOCIATION OF BANKERS HAS A NEUTRAL POSITION ON THIS

LEGISLATION,

| RECOMMEND PASSAGE OF SB 532,

ADDITIONAL INFORMATION

) THE DEPARTMENT OF REVENUE STATED THAT THIS LEGISLATION

HAS TWO MAIN GOALS:

A) TAXING BANKS AS CORPORATIONS WOULD BE CONSISTENT

WITH THEIR TAXING POLICY,



B) THIS CHANGE WILL AVOID ANY POSSIBLE LITIGATION
REGARDING WHETHER THE STATE CAN TAX INTEREST ON U.S.
SECURITIES, E. TREASURY  BONDS. EVIDENTLY, OTHER
STATES HAVE BEEN BROUGHT TO COURT BY THE BANKS AND
SEVERAL SUPREME COURTS HAVE RULED THAT [T IS

UNCONSTITUTIONAL TO TAX THIS INTEREST.

2) THE CORPORATE TAX RATE IS HIGHER THAN THE CURRENT TAX
RATE BUI SINCE |INTEREST ON U.S. SECURITIES IS NOT GOING TO

BE TAXED, THE AMOUNT OFMONEY TO BE TAXED WILL BE LESS.

3) THE DEPARTMENT OF REVENUE ESTIMATES THAT THIS CHANGE WILL

NOT REDUCE THE AMOUNT OF REVENUE AVAILABLE TO THE STATE.



§ 43.20.030 Alaska Statutes § 43.20.030

(e) The department may credit or refund overpayments of taxes,
taxes erroneously or illegally assessed or collected, penalties collected,
without authority, and taxes that are found unjustly assessed or exces-
sive in amount, or otherwise wrongfully collected. The department
shall set limitations, specify the manner in which claims for credits or
refunds are made, and give notice of allowance or disallowance. When
arefund isallowed to a taxpayer, it shall be paid out cfthe general fund

on a warrant issued under a voucher approved by the department.

9)

Ef> [[Repealed, § 10 ch 1 SSSLA 1950.1
Repealed, § 10ch 1SSSLA 19S0./(§ 7ch 115SLA 1949;am 8§ 2

ch 132 SLA 1951;am § 4ch 5 SLA 1953;am § 2ch 169 SLA 1972;: am
8 3¢ch 70 SLA 1975 am § 2 ch 22 SLA 1980; am S8 6, 10 ch 1 SSSLA

1980; am

Cross 'i,.h "ees. — For legislative
findings and >o0ses of the second and

third 1980 amendments, see § 1, ch. 1,

SSSLA 1980R| i I, ch. 2, SSSLA 1980,
n H
in the 3es . rnivv and . , jdActs.
Effect of amendments. — iite .vecond

1980 amendment substituted "Ifo partner-
ship which has a corporation as a partner
or n corporation is" for "Every individual,

fiduciary, partnership mid corporation”

NOTES TO

Delegation of legislative authority
vnlid. — The legislative authority
conferred by this section appears to he
within the lest laid down in Bowles v,
W illingham, 321 U. S. 50.1.61 S. Cl. 611,
88 I,. Ed. 892 (1944), in which the admin-
istrator of the Office of Price Adm inistra-
tion was empowered to fix maximum rents
which, in his judgment, would he
generally fairnnd equitable in nny defense
rentalurea whenever in hisjudgment that
action was necessary or proper in order to
effectuate the purposes of the act, and fur-
ther empowered to make adjustments for
such relevant factors as he may determine
and deem to he of general applicability,
and to provide for such adjustments and
reasonable exceptions as in his judgment
are necessary and proper in order to eflec-
tuate the purposes of the act. Alaska 5.S.
Co. v. Mullancy, 12 Alaska 433, 84 F.
Hupp. 561 (D. Alaska 1949), ufTd, 12
Alaska 594, 180 F,2d 805 (9th Cir. 191.01.

Subsection (d) of this section creates
a duty to speak when it requires a notice

of modification of a taxpayer's federal

6, 9 ch 2 SSSLA 1980)

and inserted "it" in the introductory para-
graph of subsection lal and repealed sub-
sections (0 and (g), added by the first 1980
amendment, which concerned the tax
credit for political campaign contributions
and the credit for household and depen-
dent care services, respectively.

The third 1980 amendment made the
same changes as the second 1980 amend-

ment.

DECISIONS

income tax return. Stevenson v. Burgess,
Sup.Ct. Op. No. 1514 (File No. 2791), 570
P.2d 728 (1977).

Taxpayers estopped from asserting
statute of limitations due to fnilure to
notify regarding m odification of
federal tax linbility. — The failure ofcer-
tain taxpayers to notify the department of
the modification in their federal income
tax linbility for two years constitutes a
breach ofthe duly to give notice of modifi-
cation pursunnt to this section nnd
nmounta to the concealment of a material
fact. Where the slate, to its detriment,
relying on that lack of notice, as it reason-
ably could, failed to institute the statutory
mechanism for collection of additional
taxes, the taxpayers are estopped from
asserting the protection of the statute of
limitations embodied in AH 43.20.200(b).
Stevenson v. Burgess, Hup. Ct. (Ip. No.
1514 (File No. 27!)1), 570 P.2d 728 (1977).

(Quoted in liickel v. Stevenson, Sup. Cl.
Op. No. 351 (File No. 6241, 416 P.2d 236
(1966).

\ efn en

§ 43.20.031 Revenue and Taxation

§ 43.20.036

Sec. 43.20.031. Taxable income of residents; deductions; exemp-
tions. (a) [Repealed, § 10 ch 1 SSSLA 1980.]

(b) [Repealed, § 10 ch 1 SSSLA 1980.]

(c) In computing the tax under this chapter, the taxpayer is not
entitled to deduct any taxes based on or measured by net income.

(d) Banksand savingsand loan associations chartered by the federal
?eorvernment or the state are exempt from income tax under this chap-

(e) An affiliated group of corporations may make or the commis-
sioner may require them to make a consolidated return for the taxable
year in place of separate returns. For purposes of calculating the
amount of tax payable by the group under a consolidated filing, 26
U.S.C. 1501 — 1552 (Internal Revenue Code), as amended, apply.

(D [Repealed, §10 ch 1 SSSLA 1980.]

(9) [Repealed, § 10 ch 1 SSSLA 1980.1

(h) [Repealed, 8§ 10 ch 1 SSSLA 1980.]

(i) A corporation which is a member ofa group of unitary corpora-
tions which collectively has income from business activity taxable both
inside and outside the state, or income from other sources both inside
and outside the state, shall determine its income from sources in this
state by use of the combined method of accounting. (§ 5 ch 70 SLA
1975; am 88 3 — 5 ch 125 SLA 1976; am § 8 ch 73 SLA 1977;am S 6
ch 133 SLA 1977; am § 1ch 8 SLA 1978; am § 235 ch 100 SLA 1980;

am 8§ 14 — 17 ch 113 SLA 1980; am § 10 ch 1 SSSLA 1980; am 8 9
ch 2 SSSLA 1980)

Cross references. — For legislative The second and fourth 1380 amend-
findings and purpose of the third and ments affected subsections (a) nnd (h)

fourth 1980 amendments, see § 1, ch. 1, repealed by the third 1980 amendment,

SSSLA 1980.nnd S 1,ch.2,SSSLA 1980, deleted "or combined"” following "m ake a
in the Temporary and Special Acts; for dis- consolidated" in the first sentence of sub-
closure ofcontributions, see AS 24.45.121; section (e), and added subsection (i).

for lax exemption for permanent fund divi-
dends, see AS 43.23.090,

The third 1980 amendment repealed
subsections (u), (b), (f), (g), and (h).

Sec. 43.20.033. Taxable income of fiduciary. IRepealed, § 10 ch 1
SSSLA 1980.1

Sec. 43.20.035. Taxable income ofnonresidents and part-vear resi-
dents. [Repealed, § 10 ch 1 SSSLA 1980.]

Sec. 43.20.036. Federal tax deductions and credits, (a) For
purposes ofcalculating the income tax payable under this chapter, the
taxpayer may not apply as a credit ugainst his lax liability the foreign

tax credit allowed as to federal taxes under 26 U.S.C. 33 (Internal
Revenue Code),

(b) For purposes of calculating the income tax payable under this
chapter, the taxpayer may apply as a credit against tux liability the
investment creditallowed as to federal taxes under 26 U.S.C. 38 (Inter-



843.70.030 Alaska Statutes 843.70.030

license. 1960 Op. Att'y Gen., No. 27.

AS 43.70,110 nnd this section make no
P_rovmon for the exemption from the
icense requirement of n religious corpora-
tion which 1s doing businéss. 1960 Op.
Atty Ci.en., No. 5.~ .

A'religious corporation recelvmg rents
from the'renting of an apartment or apart-
ments must obtain an Alaska business
license as a condition precedent to

%ngaging iznssuch business. 1960 Op. Atty

er}.]. N?. . .

Ihe slate ma; revoke the license of a
collection e(llgenC}/_ w'dch does not have a
proper bond on Tile 1th the tax_commis-
sion. 1960 Op. Att'y Gep.. No. 27.

A guide to a workable procedure for
license revocation Is found in chapter 2 of
the Alaska Administrative Procedure Act.
1960 Op. Att'y Gen.. No. 27.

NOTES TO DECISIONS

A license confers no right oflp_rop-
erty. Thlinket Packln% Co.”v. Harris &
Co;, 5 Alaska 471 (1910).

it merely authorizes the holder to
carry on acertain business, byt does not
rant to the holder any place of business,
ny more than the 1ssuance of a saloon
license grants to the holder a building in
which t0 condluct a saloon, or the jssuance
ofa mercantile license, a building in which

to conduct a store. Columbia Salmon Co. v.

Berg. 5 Alaska 538 (19161 _
_ PUrpose of tax. — Although this soc-
tion requires a license for the "privilege” of
engaging, in a business In Alaska, thislan-
uage does not render it invalid nor
estroy the legislative intent that the
purpose of the tax Is to raise revenue, and
not to regulate rn% husiness. Territory of
Alaska v. Journal Printing Co., 15 Alaska
676, 135 F. Supp. 169 (D."Alaska 1955)

Sec. 43.70.030. Levy and computation of license fee. (a) The

§43.70.030 Revenue and Taxation 2 43.70.030

ofa recomputation oftax or determination of deficiency. For purposes
of applying the statute of limitations, this notification constitutes n
separate return, and failure to file this notification will have the same
effect as the failure to file a return under this title.

(c) The license for the privilege oftaking orders through use of cata-
logs and by mail order offices in the state is the same as set out in this
chapter for business generally.

(d) The fee of $25 applies to all of the provisions of this section, and
shall accompany the application. The balance is due and payable on the
last day ofthe taxpayer’stax year and shall be paid before the 15th day
of the third month following the end of the tax year, except that the
time for filing the return may be extended as provided in (b) of this
section. To enable accurate determination of the balance of the tax due
at the end ofeach year, each person to whom this chapter applies shall
keep records, give statements under oath, and make returns which the
department requires. Returns are made under penalty of perjury. (§ 5
ch 43 SLA 1949; am § 1ch 128 SLA 1955; am § 1ch 101 SLA 1960;

%g]78§) 1ch 68 SLA 1973; am 8§ 1ch 50 SLA 1975 am § 3 ch 144 SLA

NOTES TO DECISIONS

license fee for each business is $25.

(b) The license fee for each national bank and state bank, trust
company and savings and loan association is seven percent of its net
income. Netincome means the taxable income ofeach taxpayer before
net operating loss deduction and special deductions, computed as
required under the Internal Revenue Code of the United States and
includes all other income including income from federal, state or
municipal obligations. Each of those taxpayers required to make a
return under the provisions of the Internal Revenue Code shall at the
same time file with the department a return setting out the amount of
tax due under this chapter, and other information for the purpose of
carrying out the provisions of this chapter which the department
requires. Each ofthese taxpayers shall also at the same time file a true
and correct copy of the tax return which it hns filed with the Internal
Revenue Service. A taxpayer filing under this subsection shall use the
same tax year as the taxpayer uses for federal income tax purposes.
Any approved extension of time to file the taxpayer’s federal income
tax return automatically extends the time for filing under this chapter.
Any agreement which a taxpayer enters into with the Internal Reve-
nue Service which extends the statute of limitations for any federal
income tax return will apply tc returns filed under this chapter. The
department may, in its discretion, grant an extension of time to file or
an extension ofthe statute of limitations independent of federal action.
Every taxpayer shall notify the department in writing, within 90 days,
r.ftmv nitorar inn in. or modification of its federal income tax return and

Tax imposed on stntc obligations
and bonds. — To the extent flint all

tederal obligations are subject to the bus-
ness licenseé tax, Including those obli-

gatlons afforded a sPeuflc fax_exemption
y Congress, subsection (tb) of this section
must equally impo—the 1z _
?&'[IOHS and” bonds, we.cli nrc otherwise
ax exempt pursuant to specific state tax
exemptions, inorder to avoid any unlawtul
discrimination against federal ‘securities.
National Bank v Stnle, Dep't of Revenue
Suzo Cl, OE. No. 2480 (File No. 5482), 642
N\2d 811 (1982).

The legislature intended to_define
the term "net income" brondly for busi-
ness license tux _calculation ~purposes.
National Bank v. State, Dep't of Revenue
R Cl, Op o 2480 (File No, 5482), 642
N2d 811 (1982). _

The "all qther income™ category in
subsection <) Is interpreted as an attémpt
by the legislature to reach those types of
Income, stch as band Interest, which arc
not otherwise subject to federal income
taxation. National Bank v. State, Dep't of
Revenue, Sup. Ct. Op. No. 2480 (File No
5482{), 642 1\2d 811 (1982). _

Alaska State Housing Authority and
Alaska Housing Finance Corporation
honds are not™ “stale obligations” . for
purposes of subsection th) of This section.

ax on state obli-

National Bank v, State, Dep't of Revenue

El.JZDd g]t_.l O(Rgglzcj.. 2480 (File No. 5482), 642

Alaska State Housing_ Authority and
Alaska Housing Finance Corporation bond
interest falls within the meaning of the
phrase "all other inc, no™ in subsection (b)
of this section and is to he considered as
“net income" of the banks for purposes of
determining their business license tax lin-
bl|lt¥ pursuant to subsection (b). National
Bnnk V. Stnle, Dep't of Revenue, Sup. Ct.
85812\50' 2480 (File No. 5482), 642 \2d 81 |

The purpose of excluding "Insur-
ance businesses" from the coverage of
subsection gaf Y virtue of the definition
in AS 43.70.110(1) Is apparently to avoid
tuxmg these Dusinesses twice, since
INsurers are subject to a_premiums tax
imposed by 21,09.210.  Northern
Adjusters, Inc. V. Department of Revenue

R %5%9%2 2332 (File No. 5128), 627

.. Adjusters. —Because adjusters are not
insurers” subject to.the premiums tnx,
they should not lie viewed' as “Insurance
businesses” exempt from the general
license tax, Northern Adjusters, TInc, V.
Department of Revenue, Stip, Ct. Op, No.
2332 1File No. 51281, 627 1205 119811



MENDED TITLE:

ACT RELATING TO STATE TAXATION OF NATIONAL BANKS,  tate
INKS, TRUST COMPANIES, AND SAVINGS AND LOAN
SSOCIATIONS> AND PROVIDING FOR AN EFFECTIVE DATE

GENERAL DOLLARS: TO (F. NOTE)
'PINE SPONSOR: SENATE RULES COMMITTEE.
OTHER DOLLARS: VO

CO-SPONSORS:
mURRENT STATUS: 5/31/04 TRANSM TO GOVERNOR

SENATE AC) ION IS: 47 AJ04/04 PAGE 2 OF
DATE SEQ  PAGE LEGISLATIVE ACTION
03/21/84 01 2414  FIRST READING - » COMMITTEE REPORTS
>3/21/04 02 2414 Gov TRANSMITTAL LETTER
33/21,70% 03 2414 FIMOTE EQUALS ZERO
3121004 04 2414 DEPT REVEIIUE ANALYSIS
04/13/'04 05  AcAA LAC — DP01, NRO3
05/07/"34 0SS 2951 FIN DP05, NRO2
'5/25/'34 07 y2Al RLS — OTHERO04

. TAKEN UP IMMEDIATELY
RE/NITTQB 08 3231 SECOND READING

;ftjﬁtfrr///"w 09 w0 ADVANCED TO 3RD READING BY UNAN CONSENT
e84 100 3202 THIRD READING
.}(v//mgf/-'szt L3232 PASSED BY DIV 16-00 04
:YQA.UJ:M 1A A EFFECTIVE DATE VOTE SAME AS PASSAGE
1 * R34 13 - NOTICE OF RECONSIDERATION GIVEN
.*5/23/"% ﬁy 3302 RECONSIDERATION NOT TAKEN UP
05/31/04 . 4 »  TRANSMITTED TO GOVERNOR
Wi K ‘M 50,0 K - »0O<
LA T9E  IMDUSE ACTION IS:40  3/04/04 PAGE 3 OF
DATE SEQ  !AGE LEGISLATIVE ACTION

Wi Mf34 15 4093 FIRST READTNG COMMITTEE REPOPI'S
5127104 1S 412 L&C DP 0S

TAKEN UP IMMEDIATELY
05/29/04 17 4132  SECOND READING

5129104 10 41 32 ADVANCED TO 3RD READING BY OMAN CONSENT
5/29/34 9 0132 THIRD READING
5/29/34 20 412 PASSED BY DIV 37-02-01
'5/29/(34 21 4133 EFFECTIVE DATE VOTE SAME AS PASSAGE

34 11 NOTICE OF RECONSIDERATION GIVEN
>V30/34 M 4152 PASSED UN RECONSIDER,-FIN BY DIV 35 01--P4
5/30/34 24 o EFFECTIVE DATE VOTE SAME AS PASSAGE

XX X i Hig  KXm v
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COMMITTTESTE REPORT
SENATE
FURTHER:
/
Date / *'7

Hr. President
The Committee on considered
1 ,S co CO tu."." t 1.0.1 i - mutio' r | bt-ilKb m Stit' L1VI. *& , zv Jdr
or<ju iv o, -tei jv 'ne .nd lean ;,;si.cimLorn* ciu.
and (a majority of the committee) (the committee) reports it back with

the following recommendations:

[u] do pass
[ ] do pass with attached amendment(s)
] replace with/or adopt CS for
] new title
] same title and recommends
[ ] and attached a "LETTER OF INTENT" [ ] NEW FISCAL NOTE
(] reports it backwithout recommendation
| ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
Jt/
~T~
W * n /
[ £ |
Chairman
4 O 1

Chairman recommendation
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