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BANK EXCISE OR INCOME TAX SUMMARY 
BY STATE OR COMMONWEALTH

ALABAMA

Excise Tax - Financial institutions - 6% of taxable net income. (1)
Net income includes U. S. and municipal bend interest. (2)(3)

ALASKA

The license fee for each national bank and state bank, trust company and savings 
and loan association to 2% of itj net income. Net income means the taxable 
income of each such 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. (4)

ARIZONA

Taxed under general income tax. Corporation and financial institutions —
1s t $1,000 - 2%; 2nd $1,000 - 3%; 3rd $1,000 - 4%; 4th $1,000 - 5%; 5th $1,000 - 6%;
6th $1,000 - 7%; over $6,000 - 8%. (1)
Net income excludes U. S. and municipal bond interest from measure of income and
allocates same against deductions. (2)(3)

CALIFORNIA

Taxed under bank and corporation franchise tax - national and state banks and 
financial corporations - adjusted annually with maximum of 117,; minimum for 
financial corporations other than banks, 77, but not less than $100. (1)
Net income includes U. S. and municipal bond interest. (2)

COLORADO

Taxed under general income tax - corporation, banks, trust, finance savings and 
loan companies and cooperatives - 57, of Colorado income. (1)
Net income excludes U. S. and municipal bond interest; however, some local 
obligations are included. (3)

HAWAII
4 I

Bank franchise tax— 11.7% of net income of banks and other financial institutions. (1) 
Net income includes U. S. and municipal bond interest. (2)

IDAHO

Taxed under general income tax--Banks and corporations - 6% for exercising corpo­
ration franchise; 6% of net income for corporations not subject to corporation 
franchise tax. (1)
Net income includes U. S. and municipal bond interest, however, excludes Idaho 
bond interest. (3)



IOWA

Taxed under general income tax--Financial institutions - first $25,000 of taxable 
net income - 5%; next $50,000 - 6%; next $25,000 - 7%; over $100,000 - 8%. (1)
Net income includes U. S. and municipal bond interest, however, excludes Iowa
bond interest. (3)

KANSAS

Taxable under excise tax--Banks, trust companies, savings and loan asso:iations 
and development credit corporations: 5% on net income in lieu of tax or stock or
assets. For taxable years beginning after 1970, the tax on bank and development 
credit corporation net income is 5-1/2% plus a 2-1/4% surtax on net income over 
$25,000. The tax on trust companies and savings and loan associations is 5% plus 
a 2-1/4% surtax on net income over $25,000. (1)
Net income includes U. S. and municipal bond interest. (2)

MICHIGAN

Taxable under income tax— financial institutions: 9.7% of adjusted net profits. (1) 
Net income includes U. S. and municipal bond interest, however, excludes Michigan 
bond interest. (3)

MARYLAND

Taxable under franchise tax - Commercial banks, safe deposit and trust companies 
and finance corporations, 7% of annual net earnings. (1)(3)
Net income includes U. S. and municipal bond interest. (3)

MASSACHUSETTS
*

Taxable under corporation excise tax - Banks, banking associations and trust companies 
10% of net income plus 14% surtax. Savings and cooperative banks, savings and loan 
associations - 1% of net operating income and l/20th of 1% of deposits each six 
months plus 14% surtax. (1)
Net income includes U. S. and municipal bond interest. (3)

MINNESOTA

Taxable under excise tax - Banks 9.5% (10.5% for taxable years beginning after 
December 31, 1966 and before January 1, 1974) plus 1.9% for taxable years beginning 
after 1958 and before 1974. The base rate and additional tax are increased by 10% 
for taxable years beginning after 1960 and before 1974. (1)(2)
Net income includes U. S. and municipal bond interest. (2)

MISSOURI

Taxed under excise tax - Banks and trust companies and credit institutions.- 7% (1)
Net income includes U. S. and municipal bond interest. (2)

MONTANA
Taxed under corporation income tax - Corporations, and state and national banks - 
6-1/4% (6-3/4% for taxable years ending on or after February 28, 1971 and before 
February 28, 1973) of net income derived from Montana sources. (1)

Net income excludes U. S. and municipal bond interest and allocates same against 
deductions. (3)



NEBRASKA

Taxed under Corporation income tax - 2% of federal tax liability allocated and 
apportioned to Nebraska. (1)
Net income excludes U. S. and municipal bond interest and allocates same pro­
portion against deductions. (2)

NEW MEXICO

Taxable under excise tax - Banks and financial corporations - 6% of net income - 
minimum $100. Net income includes U. S. and municipal bond interest. (2)

NEW YORK

Taxed under franchise tax « National banking associations - 8% of net income.
State banks, savings and loan associations, savings banks and financial corporations 
8% of allocated net income. Minimum for state banks and financial .corporations,
$100 or 1-6/10 mills per $1 of allocated capital stock. Minimum for savings banks 
and savings and loan associations $100 or 2% of interest credited to depositors. (1) 
Net income includes U. S. and municipal bond interest. (2)

NORTH CAROLINA

Taxed under income tax - Financial institutions - banks - 6% of net income; 
business development corporations - 4-1/2% of net income; building and loan 
associations - 7-1/2% of net income, 7-1/2 cents per $100 of liability on shares 
of outstanding stock. (1)
Net income includes U. S. and municipal bond interest, however, excludes North 
Carolina bond interest. (2)

NORTH DAKOTA
Taxed under general excise tax - Banks and trust companies (excise income) - 5%>. 
Minimum - $50. An additional 2% tax is imposed. (1)
Net income includes U. S. and municipal bond interest. (2)

OKLAHOMA

Taxed under general excise tax - Corporations, national and state banks - 4% of 
federal taxable income with adjustments. (1)
Net income includes U. S. and municipal bond interest, however, excludes Oklahoma 
bond interest. (2)(3)

OREGON

Corporation excise tax - 6% of net income of business done within the state. 
Financial institutions - 8%. (1)
Net income includes U. S. and municipal bond interest. (2)

RHODE ISLAND

Taxed under business corporation tax - State banks - 8% of net income or $2.50 per
$10,000 of authorized capital stock (whichever is higher); minimum $50. National
banks - 8% of aet income apportioned to state. (1)
Net income includes U. S. and municipal bond interest. (2)



.< r

SOUTH CAROLINA

Taxed under excise tax - Banks - 4-1/2% of entire net income in the state. Savings 
and loan and similar associations, cooperative banks - 8% of net income (not
applicable in first three years of operation). (1)
Net income of banks include U. S. and municipal bond interest, however, savings
and loan net income excludes same and allocates it against deductions. (3)

SOUTH DAKOTA

Taxed under bank and financial corporations _ Corporation excise tax - 5-1/2% of 
net income. (1)
Net income includes U. S. and municipal bond interest. (2)

TENNESSEE

Taxed under corporation excise tax - 5% (6% for fiscal year closings occurring on 
or after June 15, 1971) of net earnings from business done by corporations and 
banks within the state. Building and loan associations, including federal savings and 
loan associations, 7% of net income, effective July 1, 1971. (1)
Net income includes U. S. and municipal bond interest, however, excludes Tennessee 
bond interest. (2)

UTAH

Taxed under corporation franchise tax - National banks - 6% of net income allocated 
to state - State banks and corporations - 6% of net income or $25. (1)
Net income includes U. S. and municipal bond interest, however, excludes some Utah 
bond interest. (3)

WISCONSIN

Taxed under corporation franchise tax - 2.1% on first $1,000 graduated to 7.4% over 
$6,000 of net income which includes U. S. and municipal bond interest. (3)

FOOTNOTES:
1. Ref: State Tax Handbook as of October 1, 1971, published by

Commerce Clearing House. Inc.

2. Note: Per supporting abbreviated documentation which is filed with
Committee Chairman.

3. Confirmed via phone with Department of Revenue, confirming letter
and documentation forthcoming.

4. AS 43.70.030(b).



BANK TAX OTHER THAN EXCISE OR INCOME TAX METHOD 
SUMMARY BY STATE

ARKANSAS

Taxed under Corporation franchise tax - Domestic--ll/100 of 1% of proportion of 
subscribed capital stock employed in the state. Doing no business in the state 
$5. Foreign--ll/100 of 1% of proportion of capital stock representing property 
owned and used in business transacted in the state. No par stock valued at 
$25 per share— minimum— $11.

CONNECTICUT

Taxed under Corporation business tax - Certain financial institutions pay to the 
extent it exceeds the tax on net income a tax of 2.1% (3.2% for income years 
beginning on or after January 1, 1969 and prior to January 1, 1973) on interest 
credited to savings deposits.

DELAWARE

Taxed under Banks, trust and loan companies tax— 1/5 of 1% of true value of shares 
of capital stock, determined by adding together the amount of the capital, surplus, 
undivided profits, and reserves.

FLORIDA

Taxed under Corporation privilege tax--Financial corporations, if qualified, may 
elect to pay a $1,000 annual franchise tax in lieu of intangibles taxes.

GEORGIA

Taxed under General property tax— State - maximum bank shares— 5 mills; all other 
property, 1/4 mill based on full market value of real property and tangible 
personal property. Property is assessed at 407. of its fair market value for 
state and county taxes.

ILLINOIS

Taxed under Corporation franchise tax— Initial domestic and foreign corporation 
franchise tax is 1/12 of 1/10 of 1% per month or fraction, between date of issuance 
of certificate of incorporation or filing application for certificate of authority, 
respectively and July 1 following; minimum $25; maximum $1,000,000. Additional 
franchise tax of 1/12 of 1/10 of 1% per month between date of each respective 
increase in sum of stated capital and paid-in surplus and July 1 following is due.

INDIANA

Taxed under Financial institutions tax--25q per $100 measured by the value of 
capital, surplus, undivided profits and deposits, less assessed value of real 
estate.



KENTUCKY

Taxed under Intangibles tax— Bank deposits, 1/1000 of 1 % of the amount of the 
deposit.

LOUISIANA

Taxed under Corporation franchise tax--$1.50 per $1,000 based on issued and out­
standing capital stock, surplus, undivided profits, and borrowed capital. Minimum 
$10. Value of stock with or without par value is the value reflected by the 
corporation's books.

MAINE

Taxed under Domestic corporation franchise tax— par value stocks: graduated from 
$10 for $50,000 or less to $100 for $1,000,000 plus $50 per additional $1,000,000; 
no par stock: from $10 for 250 shares or less to $100 for 10,000 shares plus $50 
per additional 10,000 shares.

MISSISSIPPI

Taxed on Banks and banking associations tax included in general property tax— Banks 
general property rates on adjusted net worth.

NEVADA

Taxed under General property tax— 35% uf full cash value of real and tangible personal 
property. Aggregate of state and local rates fixed to meet budget; not to exceed 5c 
per $1 of assessed valuation. Bank shares and Realty— 35% of full cash value.

• NEW HAMPSHIRE

Taxed under Bank tax--l% of excess over $10,000 of interest paid by savings insti­
tutions on savings accounts less capital stock taxes paid. Additional tax on capital 
stock or special deposits— 1%. National banks--l% of par value of capital stock.

NEW JERSEY

Taxed under Financial business excise tax— Financial business-1-1/2% of allocated 
net worth of financial businesses competing with national banks. Minimum - $25.

OHIO

Taxed under Corporation franchise tax--Domestic and foreign (including non-profit 
corporations)— 1/2 of 1% (investment companies and state-chartered banks, 1/10 of 1%; 
public utility holding companies, from 4/100 of 1% on first $10 million of taxable 
value to 1/200 of 1% on taxable value over $100 million) of value of issued and out­
standing stock based on total value, as shown on the books, of capital, surplus, 
undivided profits and reserves (less certain reserves and expenses) allocable uo 
Ohio. Minimum $50.

PENNSYLVANIA

Taxed under Financial institutions tax— national and state banks, savings institutions 
having capital stock, title insurance and trust companies, 15 mills per $1 actual



value of shares ascertained by adding together paid-in capital stock, surplus, and 
undivided profits. Mutual thrift institutions, i.e., savings banks without capital 
stock, building and loan associations and federal and state savings and loan 
associations, 11-1/2% of net earnings or income. Private bankers, 1% of gross 
receipts.

TEXAS

Taxed under Corporation franchise tax--$2.75 per $1,000 stated capital, surplus, and 
undivided profits plus outstanding bonds, notes, and debentures allocated according 
to gross receipts from iutrastate business— minimum $35.

VERMONT
Taxed under General income tax— Domestic and foreign— >6% of net income from business 
done within the state. Minimum $25. Banking corporations and loan associations 
are subject to a 6% franchise tax reduced by the amount of corporation income tax 
paid.

VIRGINIA

Taxed under Domestic corporations franchise tax— No par stock valued at $100 per 
share. $10 on $25,000 or less maximum authorized capital stock to $15,100 on 
$300,000,000; plus $10 per $1,000,000 in excess thereof.

WASHINGTON

Taxed under Corporation franchise tax--$30 on $50,000 or less, decreasing from 
1/20 of 1% to 1/100 of 1% on additional amounts of domestic authorized capital 
stock, and foreign stock in proportion of issued and outstanding capital stock 
representing property and business in Washington, plus 25% surtax--maximum $2,500.
No par stock valued at the actual value of assets represented by such stock.

WEST VIRGINIA

Taxed under Corporation franchise tax— Domestic--graduated from $20 on $5,000 or 
less authorized capital stock to $2,500 on $15,000,000 or more.

WYOMING

Taxed on Corporation franchise tax— Domestic and foreign— graduated from $5 on 
$50,000 or less to $50 on more than $500,000 and not more than $1,000,000 plus 
$50 on each additional $1,000,000 portion of corporate property and assets located 
and employed in Vlyoming.

Reference: State Tax Handbook as of 10/1/71 Commerce Clearing House, Inc.



States 
U
t
i
l
i
z
i
n
g
 

F
r
a
n
c
h
i
s
e
-
E
x
c
i
s
e
 

I
n
c
l
u
d
i
n
g
 

all 
U.S. 

& 
M
u
n
i
c
i
p
a
l
 

Bond 
I
n
t
e
r
e
s
t
 

By 
Rate 

of 
T
a
x



02-0010

S T A T E
o l  A L A S K A m m
T0: r  R. D. Stevenson

Deputy Commissioner 
Department of Revenue

f r o m :  L .  P. Carroll Chief-,).\
Miscellaneous Tax Section 
Department of Revenue

d a t e :  April 7, 1972

s u b j e c t :  House Bill 782

In response to your request for research on House Bill 782, raising 
the tax on banks and other financial institutions from 2% to 6% of 
net income, the following is submitted for transmitting to the 
Chairman of the House Commerce and Finance Committees.

Effect on Treasury:

1972 1973 1974 1975 1976

Estimate of Net
State Taxable 10,000,000 11,000,000 12,000,000 14,000,000 16,000,000 1£
Income of Banks

Tax at Present 
Rate of 2%

Tax at Proposed 
Rate of 6%

Net Increase to 
General Fund

200.000 220,000 240,000 280,000 320,000

600.000 660,000 720,000 840,000 960,000 1

$ 400,000 440,000 480,000 560,000 640,000

Problems of Administration: None

General Comments; I am attaching herewith research previously 
submitted with Senate Bill 276 establishing the following facts:

(Attachment 1) 1. Of the 50 states, 28 states use an excise or
income tax structure with an average rate of 6.91%.
22 states utilize a method other than excise/income.

(Attach ant 2) 2. Of these 28 states, 18 are franchise excise tax
systems, 16 of which include interest on U.S. and 
municipal bond interest in the measure of net taxable 
income (including Alaska) and have an average tax
rate of 7.8%. I attach a graph illustrating the tax 
rate of these 16 states. You will note a high of 
13.7% in Minnesota to a low of 2% in Alaska.

In summary, Alaska’s present bank tax system is the method used by 
most excise/franchise tax states. However, the 2% tax we impose is 
well below any other state or indeed the average of all other states.

19 77 

,0 0 0 ,0 0 0

360.000 

,080,000

720.000



R. D. Stevenson -  2  - A p r i l  7, 1972

Historical Note:

The tax on banks was established in 1950 at 2% of taxable income.
At that time individuals and all other corporations were paying 10% 
of the then effective federal income tax rates.

Since that time individual tax has risen to 16% of the 1963 federal 
tax rate and corporate taxes have risen to 18% of the 1963 federal 
tax rates. Alaska banks continue to pay the rate imposed in 1950 at 
2%, which may well account for the evident lag behind the bank taxes 
now imposed by our sister states.

LPC:kas

Attachments





BANK EXCISE OR INCOME TAX SUMMARY 
BY STATE OR COMMONWEALTH

ALABAMA

Excise Tax - Financial institutions - 6% of taxable net income. (1)
Net income includes U. S. and municipal bond interest. (2)(3)

ALASKA

The license fee for each national bank and state bank, trust company and savings 
and loan association to 2% of its net income. Net income means the taxable 
income of each such 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. (4)

ARIZONA

Taxed under general income tax. Corporation and financial institutions —
1st $1,000 - 2%; 2nd $1,000 - 3%; 3rd $1,000 - 4%; 4th $1,000 - 57.; 5th $1,000 - 6%;
6th $1,000 - 77.; over $6,000 - 8%. (1)
Net income excludes U. S. and municipal bond interest from measure of income and
allocates same against deductions. (2) (3)

CALIFORNIA

Taxed under bank and corporation franchise tax - national and state banks and 
financial corporations - adjusted annually with maximum of 117.; minimum for 
financial corporations other than banks, 77. but not less than $100. (1)
Net income includes U. S. and municipal bond interest. (2)

COLORADO

Taxed under general income tax - corporation, banks, trust, finance savings and 
loan companies and cooperatives - 57. of Colorado income. (1)
Net income excludes U. S. and municipal bond interest; however, some local 
obligations are included. (3)

HAWAII
*

Bank franchise tax— 11.7% of net income of banks and other financial institutions. (1) 
Net income includes U. S. and municipal bond interest. (2)

IDAHO

Taxed under general income tax--Banks and corporations - 67. for exercising corpo­
ration franchise; 67. of net income for corporations not subject to corporation 
franchise tax. (1)
Net income includes IT. S. and municipal bond interest, however, excludes Idaho 
bond interest. (3)



Taxed under general income tax--Financial institutions - first $25,000 of taxable 
net 5.ncome - 5%; next $50,000 - 67 , ; next $25,000 - 7%; over $100,000 - 8%. (1)
Net income includes U. S. and municipal bond interest, however, excludes Iowa
bond interest. (3)

KANSAS

Taxable under excise tax--Banks, trust companies, savings and loan associations 
and development credit corporations: 5% on net income in lieu of tax on stock or
assets. For taxable years beginning after 1970, the tax on bank and development 
credit corporation net income is 5-1/2% plus a 2-1/4% surtax on net income over 
$25,000. The tax on trust companies and savings and loan associations is 5% plus 
a 2-1/4% surtax on net income over $25,000. (1)
Net income includes U. S. and municipal bond interest. (2)

MICHIGAN

Tiixable under income tax— financial institutions: 9.7% of adjusted net profits. (1) 
Net income includes U. S. and municipal bond interest, however, excludes Michigan 
bond interest. (3)

MARYLAND

Taxable under franchise tax - Commercial banks, safe deposit and trust companies 
and finance corporations, 7% of annual net earnings. (1)(3)
Net income includes U. S. and municipal bond interest. (3)

MASSACHUSETTS

' Taxa ,'le under corporation excise tax - Banks, banking associations and trust companies 
10% iif net income plus 14% surtax. Savings and cooperative banks, savings and loan 
associations - 1% of net operating income and l/20th of 1% of deposits each six 
months plus 14% surtax. (1)
Net income includes U. S. and municipal bond interest. (3)

MINNESOTA

Taxable under excise tax - Banks 9.5% (10.5% for taxable years beginning after 
December 31, 1966 and before January 1, 1974) plus 1.9% for taxable years beginning 
after 1958 and before 1974. The base rate and additional tax are increased by 10% 
for taxable years beginning after 1960 and before 1974. (1)(2)
Net income includes U. S. and municipal bond interest. (2)

MISSOURI

' Taxed under excise tax - Banks and trust companies and credit institutions.- 7% (1)
Net income includes U. S. and municipal bond interest. (2)

MONTANA

Taxed under corporation income tax - Corporations, and state and national banks - 
6-1/4% (6-3/4% for taxable years ending on or after February 28, 1971 and before 
February 28, 1973) of net income derived from Montana sources. (1)

Net income excludes U. S. and municipal bond interest and allocates same against 
deductions. (3)

IOWA



NEBRASKA

Taxed under Corporation income tax - 2% of federal tax liability allocated and 
apportioned to Nebraska. (1)
Net income excludes U. S. and municipal bond interest and allocates same pro­
portion against deductions. (2)

NEW MEXICO

Taxable under excise tax - Banks and financial corporations - 6% of net income - 
minimum $100. Net income includes U. S. and municipal bond interest. (2)

NEW YORK

Taxed under franchise tax - National banking associations - 8% of net income.
State banks, savings and loan associations, savings banks and financial corporations 
8% of allocated net income. Minimum for state banks and financial corporations,
$100 or 1-6/10 mills per $1 of allocated capital stock. Minimum for savings banks 
and savings and loan associations $100 or 2% of interest credited to depositors. (1) 
Net income includes U. S. and municipal bond interest. (2)

NORTH CAROLINA

Taxed under income tax - Financial institutions - banks - 6% of net income; 
business development corporations - 4-1/2% of net income; building and loan 
associations - 7-1/2% of net income, 7-1/2 cents per $100 of liability on shares 
of outstanding stock. (1)
Net income includes U. S. and municipal bond interest, however, excludes North 
Carolina bond interest. (2)

NORTH DAKOTA
✓

Taxed under general excise tax - Banks and trust companies (excise income) - 5%. 
Minimum - $50. An additional 2% tax is imposed. (1)
Net income includes U. S. and municipal bond interest. (2)

OKLAHOMA

Taxed under general excise - Corporations, national and state banks - 4% of 
federal taxable income with adjustments. (1)
Net income includes U. S. and municipal bond interest, however, excludes Oklahoma
bond interest. (2)(3)

OREGON

Corporation excise tax - 6% of net income of business done within the state.
Financial institutions - 8C%. (1)
Net income includes U. S. and municipal bond interest. (2)

RHODE ISLAND

Taxed under business corporation tax - State banks - 8% of net income or $2.50 per
$10,000 of authorized capital stock (whichever is higher); minimum $50. National
banks - 8% of net income apportioned to state. (1)
Net income includes U. S. and municipal bond interest. (2)



SOUTH CAROLINA

Taxed under excise tax - Banks - 4-1/2% of entire net income in the state. Savings 
and loan and similar associations, cooperative banks - 8% of net income (not 
applicable in first three years of operation). (1)
Net income of banks include U. S. and municipal bond interest, however, savings 
and loan net income excludes same and allocates it against deductions. (3)

SOUTH DAKOTA

Taxed under bank and financial corporations _ Corporation excise tax - 5-1/2% of 
net income. (1)
Net income includes U. S. and municipal bond interest. (2)

TENNESSEE

Taxed under corporation excise tax - 5% (6% for fiscal year closings occurring on 
or after June 15, 1971) of net earnings from business done by corporations and 
banks within the state. Building and loan associations, including federal savings and 
loan associations, 7% of net income, effective July 1, 1971. (1)
Net income includes U. S. and municipal bond interest, however, excludes Tennessee 
bond interest. (2)

UTAH

Taxed under corporation franchise tax - National banks - 6% of net income allocated 
to state - State banks and corporations - 6% of net income or $25. (1)
Net income includes U. S. and municipal bond interest, however, excludes some Utah 
bond interest. (3)

WISCONSIN

Taxed under corporation franchise tax - 2.1% on first $1,000 graduated to 7.4% over 
$6,000 of net income which includes U. S. and municipal bond interest. (3)

FOOTNOTES;
1. Ref: State Tax Handbook as of October 1, 1971, published by

Commerce Clearing House, Inc.

2. Note: Per supporting abbreviated documentation which is filed.with
Committee Cha';rman.

3. Confirmed via phone with Department of Revenue, confirming letter
and documentation forthcoming.

4. AS 43.70.030(b).



BANK TAX OTHER THAN EXCISE OR INCONE TAX METHOD 
SUMMARY BY STATE

ARKANSAS

Taxed under Corporation franchise tax - Domestic— 11/100 of 1% of proportion of 
subscribed capital stock employed in the state. Doing no business in the state 
$5. Foreign--ll/100 of 1% of proportion of capital stock representing property 
owned and used in business transacted in the state. No par stock valued at 
$25 per share— minimum— $11.

CONNECTICUT

Taxed under Corporation business tax - Certain financial institutions pay to the 
extent it exceeds the tax on net income a tax of 2.1% (3.2% for income years 
beginning on or after January 1, 1969 and prior to January 1, 1973) on interest 
credited to savings deposits.

DELAWARE

Taxed under Banks, trust and loan companies tax— 1/5 of 1% of true value of shares 
of capital stock, determined by adding together the amount of the capital, surplus, 
undivided profits, and reserves.

FLORIDA

Taxed under Corporation privilege tax--Financial corporations, if qualified, may 
elect to pay a S1,000 annual franchise tax in lieu of intangibles taxes.

GEORGIA

Taxed under General property tax— State - maximum bank shares— 5 mills; all other 
property, 1/4 mill based on full market value of real property and tangible 
personal property. Property is assessed at 40% of its fair market value for 
state and county taxes.

ILLINOIS

Taxed under Corporation franchise tax--Initial domestic and foreign corporation 
franchise tax is 1/12 of 1/10 of 1% per month or fraction, between date of issuance 
of certificate of incorporation or filing application for certificate of authority, 
respectively and July 1 following; minimum $25; maximum $1,000,000. Additional 
franchise tax of 1/12 of 1/10 of 1% per month between date of each respective 
increase in sum of stated capital and paid-in surplus and July 1 following is due.

INDIANA

Taxed under Financial institutions tax--25<? ner $100 measured by the value of 
capital, surplus, undivided profits and deposits, less assessed value of real 
estate.



KENTUCKY

Taxed under Intangibles tax— -Bank deposits, 1/1000 of 1% of the amount of the 
deposit.

LOUISIANA

Taxed under Corporation franchise tax--$1.50 per $1,000 based on issued and out­
standing capital stock, surplus, undivided profits, and borrowed capital. Minimum 
$10. Value of stock with or without par value is the value reflected by the 
corporation's books.

MAINE

Taxed under Domestic corporation franchise tax--par value stocks: graduated from 
$10 for $50,000 or less to $100 for $1,000,000 plus $50 per additional $1,000,000; 
no par stock: from $10 for 250 shares or less to $100 for 10,000 shares plus $50 
per additional 10,000 shares.

MISSISSIPPI

Taxed on Banks and banking associations tax included in general property tax--Banks 
general property rates on adjusted net worth.

NEVADA

Taxed under General property tax— 35% of full cash value of real and tangible personal . 
property. Aggregate of state and local rates fixed to meet budget; not to exceed 5c 
per $1 of assessed valuation. Bank shares and realty— 35% of full cash value.

NEW HAMPSHIRE

Taxed under Bank tax— 1% of excess over $10,000 of interest paid by savings insti­
tutions on savings accounts less capital stock taxes paid. Additional tax on capital 
stock or special deposits— 1%. National banks— 1% of par value of capital stock.

NEW JERSEY

Taxed under Financial business excise tax— Financial business-1-1/2% of allocated 
net worth of financial businesses competing with national banks. Minimum - $25.

OHIO

Taxed under Corporation franchise tax— Domestic and foreign (including non-profit 
corporations)— 1/2 of 1% (investment companies and state-chartered banks, 1/10 of 1%; 
public utility holding companies, from 4/100 of 1% on first $10 million of taxable 
value to 1/200 of 1% on taxable value over $100 million) of value of issued and out­
standing stock based on total value, as shown on the books, of capital, surplus, 
undivided profits and reserves (less certain reserves and expenses) allocable to 
Ohio. Minimum $50.

PENNSYLVANIA

Taxed under Financial institutions tax— national and state banks, savings institutions 
having capital stock, title insurance and trust companies, 15 mills per $1 actual
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value of shares ascertained by adding together paid-in capital stock, surplus, and 
undivided profits. Mutual thrift institutions, i.e., savings banks without capital 
stock, building and loan associations and federal and state savings and loan 
associations, 11-1/27, of net earnings or income. Private bankers, 17„ of gross 
receipts.

TEXAS

Taxed under Corporation franchise tax--$2.75 per $1,000 stated capital, surplus, and 
undivided profits plus outstanding bonds, notes, and debentures allocated according 
to gross receipts from intrastate business— minimum $35.

VERMONT

Taxed under General income tax--Domestic and foreign— 6% of net income from business 
done within the state. Minimum $25. Banking corporations and loan associations 
are subject to a 6% franchise tax reduced by the amount of corporation income tax 
paid.

VIRGINIA

Taxed under Domestic corporations franchise tax— No par stock valued at $100 per 
share. $10 on $25,000 or less maximum authorized capital stock to $15,100 on 
$300,000,000; plus $10 per $1,000,000 in excess thereof.

WASHINGTON

Taxed under Corporation franchise tax--$30 on $50,000 or less, decreasing from 
1/20 of 1% to 1/100 of 17, on additional amounts of domestic authorized capital 
stock, and foreign stock in proportion of issued and outstanding capital stock 
representing property and business in Washington, plus 257= surtax--maximum $2,500.
No par stock valued at the actual value of assets represented by such stock.

WEST VIRGINIA

Taxed under Corporation franchise tax--Domestic— graduated from $20 on $5,000 or 
less authorized capital stock to $2,500 on $15,000,000 or more.

WYOMING

Taxed on Corporation franchise tax--Domestic and foreign--graduated from $5 on 
$50,000 or less to $50 on more than $500,000 and not more than $1,000,000 plus 
$50 on each additional $1,000,000 portion of corporate property and assets located 
and employed in Wyoming.

Reference: State Tax Handbook as of 10/1/71 Commerce Clearing House, Inc.
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Tit. 51, §425 Revenue Tit. 51, §425

CHAPTER 18.
E xcise Tax on Financial Institutions,

See. _ _ * Sec.•125. Definitions. 42!). Payment and distribution of tax.. 420.*Returns. 430. Refunds.427. Levy and review. • 431. Exemptions and credits for other428. When tax due; penalty for de- taxes.linqucncy; extension of time.
§ 426 . Definitions.—When used in this schedule, the following terms shall have the following meanings; (a) “Financial institution” shall 

mean and include any person, linn, corporation, and any legal entity what­
ever doing business in this state as a national banking association, bank, 
banking association, trust company, industrial or other loan company, 
building and loan association and shall likewise include any other institu­
tion or person employing moneyed capital coming into competition with the business of national banks, and shall apply to such person or institution 
regardless of what business form and whether or not incorporated, whether 
of issue or not, and by whatsoever authority existing. "Financial insti­
tution” shall not mean or include individual citizens and fiduciaries act­
ing in a representative capacity for individual citizens, not engaged in a 
banking, loan, investment or similar business, but merely making personal 
investments of personal or fiduciary funds in bonds, notes, or other evi­
dences of indebtedness and not made in competition with the business of national banks, nor shall such term apply to insurance companies or 
insurance associations making merely investments of reserves in bonds, 
notes, or other evidences of indebtedness and not made in competitionwith the business of national hanks. fh> “Met income” shall mean and_____
include the nĉ  income for the taxahlc year, as in this title..defined. arising___
from the btisiiass the privilo«e_iojL*ng;ige in which is hcrcby_taxed .computed,
py deductmg'froiii'tlic jj'OsS income"arising iroiti such business., without .any___
.exclusion^ :V(i:-’_or credit m snei- gross inc.o't ■■■-■, the, t<.r;>! nmm  ”

(1 ) All the ordinary and necessary expenses paid or 
“incurred during the year the income is received which is made the basis of the tax in carrying on the business, the privilege to engage in which is here-, 
by taxed, including a reasonable allowance for salaries or other compensa­
tion for personal service actually rendered; also all contributions paid by a financial institution as employer to or under a stock bonus, pension, profit- ‘ 
sharing or annuity plan, or if compensation is paid or accrued on account ot 
any employee ■ •! any financial institution under the plan deferring the re­
ceipt of such compensation such contributions or compensation Jiall be de­
ductible, but only to the following extent: (A ) In the taxable year when 
paid, :f the contributions are paid into a pension trust, and if such taxable year ends within or with a taxable year of the trust for which the trust is 
exempt under 'ection 392 of Title 51 ii> an amount determined as follows;(i) An amount not in excess of 5 per centum of the compensation othei- 
Wise paid or accrued during the taxahlc year to all the eni| loyecs under 
the trust, hut such amount may lie reduced for future years if found by the 
commissioner of revenue upon periodical examinations at not less than five-year intervals to he more than the amount reasonably necessary to pro­
vide the remaining unfunded cost of past and current service credits of all 
employees under the plan, plus (ii) any excess over the amount allowable

a
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I
that it is paid or credited or to be distributed out of income from property, it shall he considered a gift, bequest, devise, or inheritance of income from property.

f  (10) Tax exempt interest. Gross income also docs not include interest I upon the.obligations of this state or any political subdivision thereof, or the obligations of the United States or iis possessions.
(11) Amounts received for injury or sickness. Except in the case of amounts attributable to, and not in excess of, deductions allowed under § 43-123(x) (1), (2) and (3), gross income also does not include amounts received through accident or health insurance or under workmen’s com­pensation acts as compensation for personal injuries or sickness, plus the amount of any damages received whether by suit or agreement on account of such injuries or sickness. Gross income does not include amounts received as a pension, annuity, medical retirement or similar allowance for personal injuries or sickness resulting from active service in the armed forces of any country.
(12) Minister's compensation. Gross income also does not include the rental value of a dwelling house and appurtenances thereof furnished to a minister of a religion as part of his compensation.
(13) Compensation of employees of foreign government. Gross income also does not include wages, fees, or salary of a . i  employee of a foreign country (including a  consular or other officer, or non-diplomatic repre­sentative) received as compensation for official services to that country:
(A) If the employee is not a citizen of the United States;
(B) If the services arc of a character similar to those ■performed by employees of the United States in foreign countries; and
(C) If the foreign country and political subdivision thereof do not tax the wages, fees, or salaries of employees of the United States performing similar services in that country.
(14) Discharge of hulcbi.ithmss evidence, by security. Gross income does not include the amount o.i any income of a corporation attributable to the discharge, within the income year, of any indebtedness of the tax­payer, or for which the taxpayer is liable, evidenced by a security, as hereinafter defined, if the taxpaj'er makes and files at the time of filing the return, in such manner as the tax commission by regulation pre­scribes, its consent to the regulations prescribed under- § 43-153(b) (3). In such case the amount of any income of the taxpayer attributable to any unamortized premium, computed as of the first day of the income year in which such discharge occurred, with respect to such indebtedness shall not be included in gross income and the amount of the deduction attributable to any unamortized discount, computed as of the first day of the income year in which such discharge occurred, with respect to such indebtedness shall not he allowed as a deduction. “Security" means any bond, debenture, note, or certificate, or other evidence of indebted­ness, issued by any corporation.
(15) Discharge of indebtedness—railroad corporation—Sec. 77m, Bank­ruptcy Act. Gross income does not include the amount of any income attributable to the discharge, within the income year, of any indebtedness of a railroad corporation, os defined in section 77,n of the national bank­ruptcy act, as amended, to the extent that such income is deemed to have been realized by reason cf a modification in or cancellation in whole or in part of such indebtedness pursuant to an order of a court in a receiver­ship proceeding or in a proceeding under section 77 of the national bank­ruptcy act, as amended. In such case the amount of any income of the taxpayer attributable to any unamortized premium, computed as of the first day of the income year in which such discharge occurred, with

respect to such indebted,-.,- the amount of the deduct: computed as of the first da occurred, with respect to deduction. Paragraph (14) of indebtedness to which t"
(1G) Lessee improvement other than rent, derived by of a lease, representing the ings erected or other imprc
(17) Recovery of bad d, income also does not ir.eluc the taxable year of a bad r extent of the amount of th„. tax; or amount.
(13) Bad debt. As used on account of worthlessr.es - was allowed for a prior tax
(19) Prior tax. As used account of which a deduct year.
(20) Delinquency amour amount" means an amount tion or credit was allowed . able to failure to file a ret: the time required by the In­to file a return with respect
(21) Recovery exclusion, sion", with respect to a bed Hie amount, determined tax commission, of the d-: \ bad debt, prior tax. or - reduction cf the taxpayer’s excludible in previous tax: amount under this parages;
(22) Compensation for nr
(A) Gross income also allowances, and other com services as a member of the any auxiliary branch there per annum in the aggregate
(B) Gross income also c taxable year as mustering c leave pay and bonds, and •_ state legislation with rosace the United States.
(23) Option price—emplc not include any amount, ot bank or corporation, or its -' consideration for tire issue:: corporation, os a result of :. stock option” , as defined in
(24) Constitutionally excr elude income which this sis slitution or laws of the Uni. tion of this slate.
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>

23185. Evidence of offset. [Operative January 1, 1965.] At tlie 
time of payment of the tax, each taxpayer claiming an offset against 
the tax, pursuant to Section 23184, shall submit to the Franchise Tax 
Board evidence in such form as it shall prescribe in support of said 
claims.

H i s t o r y .— A s  a m e n d e d  b y  S t a t s .  19 6 3  ( F i r s t  E x t r a  S e s s i o n ) ,  u .  5 0 0 2 , In  e f f e c t  
O c t o b e r  3 1 ,  19 5 3 , o p e r a t i v e  f o r  i n c o m e  y e a r s  b e g i n n i n g  o n  o r  a f t e r  J a n u a r y  1 ,  19 6 5 .

23185a. Rate applicable to offset. I f  a financial corporation, in 
paying the tax provided for in this chapter, desires ro claim an offset 
in the computation of its tax, the rate provided in Section 23186 for 
financial corporations shall be applied to the offset and the amount so 
computed shall be added to and included in the tax u£ the financial 
corporation.

23185b. Refund after offset. If the taxes described in Section 
23184 are at any time refunded to any taxpayer, and said taxpayer 
has heen allowed an offset under Section 23184 for such taxes against 
any tax imposed under this chapter, said taxpayer shall pay a tax 
not subject to offset in an amount equivalent to any offset which has 
been allowed against any tax at any time imposed under this chapter 
on account of such refunded taxes. Said taxpayer shall report such 
taxes in its return for the income year in whicli the same are refunded. 
The tax herein provided for shall be due and payable in one amount 
on or before the due date, or the due date as extended by the Franchise 
Tax Board, for filing the return. The provisions of this part relating 
to delinquent first installment taxes shall be applicable to such tax if 
it is not paid on or before its-due date.

H i s t o r y .— S t a t s .  1 9 5 1 ,  p . 2 5 7 , s u b s t i t u t e d  “ F r a n c h i s e  T a x  B o a r d "  f o r  " c o m m l s .  
■ l o n e r . ”  S t a t s .  1 9 5 1 ,  p .  3 1 3 ,  in  » f f : c t  S e p t e m b e r  2 2 , 1 5 5 1 .  a m e n d e d  f i r s t  s e n t e n c e  b y  
a d d i n g  r e f e r e n c e  t o  S e c t i o n  2 3 IC 4  in  f i r s t  c l a u s e  a n d  b y  d e l e t i n g  “ u n d e r  t h i s  c h a p t e r ”  
f o l l o w i n g  " r e f u n d e d  t o  a n y  t a x p a y e r . "

23186. Bank and financial corporation rate formula. The rate of 
tax on banks and financial corporations shall be a percentage equal 
to the percentage of the total amount of net income, allocable to this 
state, of even' corporation taxable under Section 23151, other than 
public utilities as defined in the Public Utilities Act, for the next pre­
ceding calendar year or fiscal years ended during such calendar year, 
required to be paid to this state as franchise taxes according to or 
measured by such net. income, and required to be paid to this state 
or its political subdivisions by such corporations as personal property 
taxes during the preceding calendar year or fiscal years ended in such 
calendar year; provided, however, that said rate of tax shall not exceed 
11 percent. The percentage of the net income of every corporation tax­
able under Section 23151, other than public utilities as defined in the 
Public Utilities Act, required to be paid to this state or its political 
subdivisions in personal property taxes shall be determined by ascer­
taining the ratio which the total amount of such personal property

taxes, less 7 percent thereof. b n - . r . 

of such corporations allocable in < 
of such personal property taxrv ■ 
corporation sustains a net loss 
property taxes required to bo ; 
or its political subdivisions dnrbv; 
years ended during such calendar • 
pose of determining such ratio f 

property taxes exceed such net !
H i s t o r y .— S t a t s .  1 9 5 1 ,  p .  2 0 5 , o c e r p t l v *  

19 5 3 , p .  S 3 1 ,  in  e f f e c t  A p r i l  3 . 13 5 3 , c h t -  
19 3 9 , p p . 2 2 1 3  a n d  3 2 2 0 , in  e f f e c t  J u - -  '  
a f t e r  D e c e m b e r  3 1 ,  13 5 3 , i n c r e a s e d  t r *  - 
t u t e d  5 .5 %  f o r  4 % . T h e  s t a h t e  c i t s  
t h e  t a x  w a s  c o m p u t e d  b y  a p p l y i n g  t l v  - 
a n d  t h o s e  c o n t a i n e d  in  t h e  a c t  in  a t -  - 
a n d  l i m i t e d  t h e  m a x im u m  r a t e  t o  '  
i n c o m e  o f  c o r p o r a t i o n s  f o r  t h e  c a l e m - . -  
c a l e n d a r  y e a r .  S t a t s .  19 6 7 , p . 2 3 1 1 ,  in  
e n d i n g  a f t e r  D e c e m b e r  3 1 ,  19 6 6 . i n c r e -  • 
s u b s t i t u t e d  7 %  f o r  5 .5 % .  S e e  h i s t o r y  I - 
t a x p a y e r s .

C o n s t r u c t i o n .— T h e  a m o u n t  s f  
t o  b e  c o n s i d e r e d  i n  c o ln p w ln . t r  i h o  b a r - :  • 
t i e s  h a v e  r e q u i r e d  t o  b e  p a i d .  r e g r . .  . l  
l u l r e c i .  Securi ty-Firs t  Nat’l r.nnt: p . 
d i s m i s s e d  3 6 3  U . S .  3 .

T h e  f a c t  t h a t  p e r s o n a l  p r o p e r t y  
n o t  t o  b e  c o n s i d e r e d  d o c s  n o t  p r c - c iu  «  - 
t l v e s  s i n c e  t h e  p r o p e r  m e t h o d  o f ' c r i ’ - ; 
I o s s e 3 t o  a l l  c o o p e r a t i v e s .  S e c t i r i f y - f i r :  .

231S6a. Determination r  r e ­
public heaving and opportunuy .. 
determination is basnd. U 
December of each year the av-... 
specified, and, within 30 days a:;:.- 
of its determination and the -.r.us 
the case may be, on the basis of . 
financial corporations affected tipt 
records as banks or financial cornu 
such determination shall be ire. I 
raent but shall not be consider t: 
meaning of Article 1 of Chapter - 
chise Tax Board in determining t 
made available to the taxpayers 
time and in the manner prefer: 
Franchise Tax Board.

H i s t o r y .— S t a t s .  1 9 5 1 ,  p .  2 6 7 , i n  e f f e c t  9 
T a x  B o a r d ”  f o r  " c o m m i s s i o n e r . ”  S t a t e ,  
t e c h n i c a l  c h a n g e .  S t a t s .  1 SG3 ( F i r v t  E<’~ 
13 6 3 , o p e r a t i v e  F e b r u a r y  1 .  15 6 - i , p a r e s  
" p a y a b l e . ”  S t a t s .  13 6 5 , p . 1 3 2 5 , in  f f r ' t " .  
t h a t  n o t i c e  o f  a m o u n t  p a y a o l s  t r e a t e d  • 
r e g a r d i n g  a v a i l a b i l i t y  o f  d a t a  t o  a f f c c t e a  

C o n s t r u c t i o n .— T h e  d a t a  w h i c h  t h e  '■■■ 
a u t h o r i t y  o f  t h i s  s e c t i o n  ( f o r m e r l y  t h e  -• 
a n d  C o r p o r a t i o n  F r a n c h i s e  T a x  A c  si • 
d o c u m e n t s  m a d e  c o n f i d e n t i a l  b y  S e c t i o n  -  
C o r p o r a t i o n  F r a n c h i s e  T a x  A c t ) .

—  1

v
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the law applicable to tbe first 
rnposcd bv this section shall be 
s provided in Chapter 22. Any 
uw applicable to the first calen- 
e shall be immediately due and 
the Franchise Tax Board.

e f f e c t  J u n e  6, 19 5 5 . A d o p t e d  w i t h o u t  
d a n d  “ C h a p t e r  22" i s  s u b s t i t u t e d  f o r

o p e r a t i v e  J u l y  1 ,  1 9 5 1 . .  r e n u m b e r e d  
e r e  t h e r e  I s  a  c h a n g e  in  a c c o u n . i n g  

i t u t e d  - O ) "  a n d  " ( 2) "  f o r  " ( P ) “ - f o r  
I j j l o n e r . "

ss In c o m e

-74.
10.0-24321.
finitions
“gross income” under-Franchise Tax

ant under Section 24348.
as otherwise provided in this 

rom whatever source derived, in 
ng items:
iding fees, commissions, and sinl­
ess;
property;

Endowment contracts; 
btcdncs3;
hip gross income (determined in 
t 10) (commencing with Section
n estate or trust (determined in 
:t 10) (commencing with Section
I e f f e c t  J u n e  G . 19 5 5 . B a s e d  o n  f o r m e r  
I t .  1 9 5 1 ,  p .  1 1 7 1 .  o p e r a t i v e  J u l y  1 ,  1 5 5 1 .

m a d e  o t h e r  t e c h n i c a l  c h a n g e s ,  S t a t s ,  
l e  r e f e r e n c e s  t o  P a r t  1 0  t o  s u b s e c t i o n s

trrc a c o r p o r a t i o n  t r a n s f e r r e d  a l l  o f  I t s  
■ p o r a t lo n , r e s e r v i n g  a  r i g h t  t o  t h e  p r o m s  
io  p u r c h a s e  p r i c e  a n d  c o n s t i t u t e d  I n c o m e  
L  B d .  o f  E q u a l . ,  J u n e  2 4 , I 9 6 0 .

P a t r o n a g e  d i v i d e n d s .— B y  d e f i n i n g  c r o s s  I n c o m e  In  s u b s t a n t i a ! ! y  t h e  s a m e  t e r r r .3 a s  
f o u n d  i n  f e d e r a l  l a s v ,  t h e  L e g i s l a t u r e  w a s  h e l d  t o  h a v e  a d o p t e d  t h e  f e d e r a l  r u l e  w i t h  
r e g a r d  t o  t h e  e x c l u s i o n  o f  p a t r o n a g e  d i v i d e n d s  f r o m  c r o s s  in c o rn * ? . Appea l  of Certified 
Grocers, of California, Ltd., C a l .  S t .  B d .  o f  E q u a l . ,  S e p t .  2 0 , 1 9 6 2 ;  Appeal of United  
Grocers, Ltd.,  C a l .  S t .  B d .  o f  E q u a l . .  F e b .  2 0 , 1 9 5 2 :  Ap\ •a l of Alfred i f .  Lewis, Inc., 
C a l .  S t .  B d .  o f  E q u a l . ,  A p r i l  1 7 ,  1 9 5 3 .  B u t  s e e  S e c t i o n  2 4 4 0 5  ( O t h e r  c o o p e r a t i v e  
a s s o c i a t i o n s ) .

B e n e f i c i a l  o w n e r  t a x a b l e .— T h e  I n c o m e  f r o m  a  “ r e s e r v e d  e s t a t e ”  In  o i l - b e a r i n g  p r o p ­
e r t y  w a s  p r o p e r l y  i n c l u d e d  In  t h e  p r o a s  I n c o m e  o f  a  s u b s i d i a r y  o f  t h e  o i l  c o m p a n y  
p u r c h a s i n g  t h e  o i l - b e a r i n g  p r o p e r t y ,  w h e r e  l i i e  s u b s i d i a r y  r e c e i v e d  t h e  r e a l  b e n e f i t  o f  
t h e  I n c o m e  f r o m  t h a t  " r e s e r v e d  e s t a t e "  s i n c e  t h a t  i n c o m e  w a s  u s e d  t o  p a y  o f f  a  l o a n  
o n  t h e  p r o p e r t y  a n d  u l t i m a t e l y  t o  m a k e  t h e  s u b s i d i a r y  t h e  s o l e  l e g a l  o w n e r  o f  t h e  
p r o p e r t y .  A p p e a l s  of Coalinga Oil Corp., ct a l ,  C n l .  S t .  B d .  o f  E q u a l . ,  J u n e  2 S . 19 6 6 .

I n c o m e  f r o m  J o i n t  v e n t u r e .— A m o u n t s  r e c e i v e d  b y  t h e  t a x p a y e r ,  a  m o t i o n  p i c t u r e  
p r o d u c e r ,  w e r e  n o t  f u n d s  e a r m a r k e d  f o r  a n y  s p e c i f i c  p u r p o s e  b u t  r e p r e s e n t e d  c o m ­
p e n s a t i o n  t o  t h e  t a x p a y e r  f o r  t h e  s e r v i c e s  a n d  p r o p e r t y  w h i c l i  i t  c o n t r i b u t e d  t o  t h e  
v e n t u r e ,  a n d  w e r e  t h u s  i n c l u d a b l e  I n  t h e  t a x p a y e r ' s  i n c o m e  in  t h e  y e a r  r e c e i v e d .  
Appeal of And rew  L. Stone, Inc., C a l .  S t .  B d .  o f  E q u a l . .  A u g .  7 . 1 9 6 7 .

C o n s t r u c t i v e  r e c e i p t  o f  i n c o m e .— T h e  t a x p a y e r ,  a  p r o d u c e r  o f  m o t i o n  p i c t u r e s ,  
c o n s t r u c t i v e l y  r e c e i v e d  i n c o m e  u n d e r  a  j o i n t  v e n t u r e  a r r a n g e m e n t  w i t h  a  m o t i o n  
p i c t u r e  d i s t r i b u t i n g  c o m p a n y ,  w h e n  t h e  l a t t e r  c r e d i t e d  a - p e r c e r . t a g e  o f  t h e  n e t  r e c e i p t s  
f r o m  f i lm s  p r o d u c e d  b y  t h e  t a x p a y e r  a g a i n s t  a d v a n c e s  w h i c h  h a d  b e e n  m a d e  b y  t h e  
d i s t r i b u t i n g  c o m p a n y  t o  f i n a n c e  t h e  t a x p a y e r ' s  s h a r e  o f  t h e  p r o d u c t i o n  c o s t s .  Appeal 
of Andrew  L. Stone, Inc.. C a l .  S t .  B d .  o f  E q u a l . ,  A u g .  7 , 1 9 6 7 .

A  r i c e  g r o w e r  c o n s t r u c t i v e l y  r e c e i v e d  a d v a n c e s  d u e  u n d e r  h i s  m a r k e t i n g  a g r e e m e n t  
w i t h  a  r i c e  g r o w e r s '  a s s o c i a t i o n  i n  t h e  y e a r  i n  w h i c h  h e  d e l i v e r e d  h i s  r i c e  c r o p  t o  
t h e  a s s o c i a t i o n ,  n o t w i t h s t a n d i n g  t h e  a s s o c i a t i o n ' s  p r a c t i c e  o f  d e f e r r i n g  p a y m e n t  o f  
s u c h  a d v a n c e s  u n t i l  t h e  f o l l o w i n g  y e a r ,  a t  t i i e  g r o w e r ’ s  r e q u e s t .  Appea l of I cm b v r g  
Ente rp r ise s ,  Inc.,  C a i .  S t .  B d .  o f  E q u a l . ,  J a n .  S , 1 9 6 3 .

S a l e  o r  l o a n .— A d v a n c e s  r e c e i v e d  b y  a  r i c e  g r o w e r  f r o m  a  r i c e  g r o w e r s '  a s s o c i a t i o n  
c o n s t i t u t e d  i n c o m e  f r o m  a  s a l e  r a t h e r  t h a n  a  lo a .n . u n d e r  t h e  t e r m s  o f  t h e  a g r e e m e n t  
b e t w e e n  t h e  g r o w e r  a n d  t h o  a s s o c i a t i o n .  Avpecl of L em bu rg  En te rp r ise s ,  Inc., 3upra.

M e m b e r s h ip  f e e s .— M e m b e r s h i p  f e e s  r e c e i v e d  b y  t h e  t a x p a y e r ,  a  n o n p r o f i t  m e r c h a n ­
d i s i n g  c o r p o r a t i o n ,  c o n s t i t u t e d  n o n  t a x a b l e  p a y m e n t s  i n  e x c h a n g e  f o r  i t s  s t o c k  r a t h e r  
t h a n  b e i n g  t a x a b l e  I n c o m e .  Fede ra l  Employees  B i s * .  Co. v .  F ran ch is e  T a r  It a m l ,  
260 C a l .  A p p .  2 d  9 3 7  ; Appea l of Affiliated Government Employees' D is t r ibu t ing  Co., 
C a l .  S t .  E d .  o f  E q u a l . ,  S e p t .  1 2 ,  1D 6 S .

D i v i d e n d  i n c o m e .— A m o u n t s  a c c r u e d  o r  p a i d  t o  a  c o r p o r a t i o n  b y  i t s  s u b s i d i a r i e s ,  I n  
e x c e s s  o f  t h e i r  p r o  r a t a  s h a r e  o f  t h e  c o n s o l i d a t e d  i n c o m e  t a x  l i a b i l i t y  o f  t h e  g r o u p ,  
c o n s t i t u t e  d i v i d e n d  in  c o m - , t o  t h e  p a r e n t  c o r p o r a t i o n  in  t h e  y e a r  o f  a c c r u a l  o r  p a y ­
m e n t .  Appeal of Ci.r is-Craft Indust r ie s,  Inc., C n l .  S t .  E d .  of  E q u a l . ,  M a r .  2 6 , 1 9 0 3 .

D i v i d e n d  o r  l o a n — " s u b s t a n c e  v .  f o r m " .— T h e  s u b s t a n c e  o f  a  r e f i n a n c i n g  t r a n s a c t i o n  
g o v e r n e d  o v e r  t h e  f o r m  w h i c h  I t  t o o ! : ,  i . e . ,  a  l o a n  t o  t h o  t a x p a y e r ' s  w h o l l y  o w n e d  
s u b s i d i a r y  a n d  a  s i m u l t a n e o u s  d e c l a r a t i o n  o f  a  d i v i d e n d  a n d  t r a n s f e r  o f  f u n d s  b y  
t h e  s u b s i d i a r y  t o  t h e  t a x p a y e r ,  w h e r e  t h a t  f i n a l  f o r m  h a d  b e e n  d i c t a t e d  b y  t h e  
l e n d e r s  a n d  i t  w a s  c l e a r  t h a t  t h e  t a x p a y e r ' s  s o l e  p u r p o s e  t h r o u g h o u t  w a s  t o  b o r r o w  
th o  m o n e y  f o r  i t s  o w n  r e f i n a n c i n g  p u r p o s e s ,  t h e  v a r i o u s  s t e p s  o f  t h e  t r a n s a c t i o n  
b e i n g  p a r t  o f  t h a t  i n t e g r a t e d  p l a n .  A p p e a l  of Ckris-Crc/t Indust r ie s ,  Inc., C a l .  E L  
B d .  o f  E q u a l . ,  M a r .  2 6 , 1 S 6 S .

24272. Eoncl interest included in “gross income” under Frr.ncUse 
Tax Lav/. For the purposes of the tax imposed under Chapter 2, 
“ gross income”  includes all interest received from federal, state, mu­
nicipal or other bonds.

H i s t o r y .— A d d e d  b y  S t a t s .  19 5 5 , p .  15 7 S , i n  e f .  t J u n e  6,  1 9 3 5 . B a s e d  o n  f o r m e r  
S e c t i o n  2 3 3 5 1 .  I n  f o r m e r  S e c t i o n  2 2 .7 3 1 , S t a t s .  1 s  p .  1 1 7 1 ,  o p e r a t i v e  J u l y  1 ,  1 9 5 1 ,
s u b s t i t u t e d  “ u n d e r ”  f o r  “ b y ”  a n d  d e l e t e d  r e f e r e n . r t o  o t h e r  k i n d s  o f  i n c o m e .

24273. Commodity Credit loans, (a) Amounts received as loans 
from the Commodity Credit Corporation shall, at the election of the 
taxpayer, he considered as income and shall be included in gross income 
for the income year in which received.

(b) If a taxpayer exercises the election provided for in subsection
(a) for any income year, then the method of computing income so 
adopted shall be adhered to with respect to all su! sequent income years 
unless with the approval of the Franchise Tax Board a ch'.nge to a dif­
ferent method is authorized.

H i s t o r y .— A d d e d  b y  S t a t s .  1 9 3 5 , p .  1 5 7 E , in  e f f e c t  J u n e  6,  19 5 5 , A d o p t e d  w i t h o u t  
■ u t i t a n t i v e  c h a e o e  f r o m  f o r m e r  S e c t i o n s  2 3 2 3 4  a n d  2 3 S 3 4 . 1 ,  w h i c h  w e r e  a d d e d  b y  
n a t s .  1 9 5 1 ,  p . 1 1 7 3 ,  o p e r a t i v e  J u l y  1 ,  1 3 5 1 .  S t a t s .  19 5 3 , p . 3 S 2 , in  e f f e c t  A p r i l  8, 1 3 5 3 , 
m e n s - d  " t a x a b l e "  t o  “ i n c o m e . "

;
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ing and loan association, every industrial loan company and financial corporation, lo­cated or doing business in the State, shall snnually, as of January 1, pay a franchise lax measured as, and at the rate, provided in section 241-4. [Comp, ft 11-310.]

[[193-265]
Sec 241-4. Measure and rate of tax.—(a) The measure of the tax imposed by this chapter is the entire r.ct .income, from allsoiirccs. f̂or the ‘;■!er.dpr„ ye c.. p r.ccc d i -i g -January casc_pL.a_Uxpayer-operating on a fiscal _ vear basis, .for the . fiscal year in. .which. January.! occurs...The- .tax,imposcd_by this.chapter is hereby. fixed, at 11.7, per cent thereof. _ f Comp. [[ 11-S15.]

[[[93-257]
(b) The "entire net income from all. sources^ shall "’lie dcternvned in the same....ainner as the “taxable income” cf a co.-po-- rs.tion, as provided by chapter 235, with the “[K nowing changes.and .adjustments;___

.jCD..Xhcre.is included in gross income in%.|  terest received upon.the obligations j>i the.. ".United jStatcs "oc its. possessions, or upon securities issued tinder the authority of an Act of Congress, or upon state, territorial, municipal, county, or other bonds or securi­ties whether or :::t ti.e inccr.ia ,r::n • ch obligations, bonds, or.securities, is tax. free... Section. 235-7(a) (1),..(6), .and .(7) Tdo - not,.
...§pj?J*— —

(2) Section 235-7(c), (d), and (e) do not apply.
(3) In lieu of section 233-4, it is provided — that there shall be excluded the gross in­come from property owned, trade or busi­ness carried on, and other sources outside the State.
(4) Section 235-5 does not apply. The in come excluded pursuant to paragraph (3) shall be determined by an allocation and separate accounting. Losses from property owned outside the State anti from other— sources outside the State shall not be de­ducted. Reserves shall be allocated to the State by the application of a fraction, the numerator of which consists of the gross income included in determining the '‘entire net income from all sources” pursuant to this chapter and the denominator of which consists in the gross income similarly ascer­tained but without regard to whether from sources within or without the State:
(5) Deductions connected with income which by this chapter is required to be in­cluded in the computation of net income

n 9 3 -2 5 5  § 2 4 1 -4

shall be allowed, but deductions connected with income which by this chapter is not to he included in the computation of net income shall not he allowed. Section 235-7(c )(1) docs not apply.
(6) One half of such amount of capital gain as, under the Internal Revenue Code, is entitled to the alternative tax treatment, is deductible in the determination of net income.
(7) Section 166 of the Internal Revenue• Code docs not apply, except the provisions* as to the basis for determining the amount- of the deduction for a bad debt. Section **593 of the Internal Revenue Code docs notapply. In lieu of the cited sections of the Internal Revenue Code, debts ascertained to be worthless and ch . ■ ! oft on the books of the taxpayer within the income year may _bededucted, or in the discretion of the dc- _partrpcnt of taxation a reasonable addition- to a reserve for bad debts; provided, that ...when satisfied that a debt is recoverableonly in part, the department may allow such debt to be charged oft in part.
(8) Federal income taxes upon income derived or received from sources in the State may be deducted
(9) In the case of any life insurance company (as define 1 by the Ir.f-rnal Reve­nue Code), which is determined to be a’ financial corporation as defined by this ’* chapter, sections S02, 804, and SIS of tiie Internal Revenue Code do not apply. The total of tl deductions allowed by sections 805 and Si*. of the Internal Revenue Code shall not exceed the amount of the required interest, as defined by section 805, subsec­tions (c) and (d), of the Internal Revenue Code. [Comp. J 11-815.]

[[[93-268]
Sec. 2'1-5. Returns; payment of tax.— Returns made on the basis of the calendar year shall he made and filed, and the tax imposed by this chapter shall be paid, on or before April 20 following the close of the calendar year. Returns made on the basis of a fiscal year shall be made and filed, and in such case the tax imposed by this chapter shall be paid, on or before the twentieth day of the fourth month following the tiosc of the fiscal year.
A taxpayer may e'cct to pay the tax in four equal installments, in which case the first installment shall he paid on the date prescribed for the payment of the tax, the second installment shall be paid on the twentieth day of the second month, the

© 1971, Commerce Clearing House, Inc.

third installment t : the fifth month nr ! on the twentieth <;. after such date. (C-
[59

Sec. 241-6. Chap- All of the provisi. u 
consistent with thi«. 
be appropriately r,p- 
sons, circumstances, 
in this chapter, ir„d 
to the generality nt 235-91, 235-98, 235-f-'\

[59
Sea 242-1. F. H. gage loans.—Any o;' notwithstanding, ic;' ment of the Regular Ninth Legislature, r mortgage loans v.'fi years from Jure 3. anteed or insured it Aihninistrati r, lender, corporate vr loans in the State si. income for the pur- tax, license fee, or i
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Judicial Council Bulletin References:
Mentioned in discussing tax exemptions, Peter F. Caldwell, 195S J. C. 11. 09, 75.

CASE ANNOTATIONS
1. Cited in holding morlgagc-registration act of 1925 constitutional. CiliVcns Bank v. State Tax Com­mission, 132 K. 5, 7 ,291 P. 9-10.
70- l l v- l .  Application of 79-1103 to 79- 

L105. The provisions of this act shall apply 
to returns of property for taxation for the year 
1930 and thereafter. [L. 1930, ch. 16, § 3; 
March 11.]
Reviser’s Note:

Transferred from 79-1101b.
CASE ANNOTATIONS

■ 1. Cited in holding mortgage-rcgislmtion act of1925 constitutional. Citizens Rank v. State Tax Com­mission, 132 K. 5,7, 231 P. 910.
Invalidity of 79-1103 to 79-1105.

rate of five percent ('53). The tax levied shall 
be in lieu ol ;ul valorem taxes which might 
otherwise be imposed by the state or political 
subdivisions thereof upon shares of capital 
stock or the intangible assets of national bank­
ing associations. The state of Kansas hereby 
adopts the method numbered (-1) authorized 
Ivy the act of March 25, 1926. amending sec­
tion 5219 of tho Revised Statutes of tire United 
States (12 U. S. C. A. 5 lb ), mating to the 
manner and place of taxing national banking 
associations located within its limits. [L . 1963, 
ch. 463, § 2; L. 1S3S, ch. 142, § 1; July 1.]
Source or prior law: 79-1101, 79-1101c.
Research and Practice Aids:

TaxationC=DS0,1061.Hatcher’s Digest, Taxes §5 44,45, 107.C. J. S. Taxation 1033, 1101.
7 0 - I IC S . Same; banks, trust companies., 

and savings and loan associations; tax im-

\C\\
•v

If any section, subsection, paragraph or pro- posed: rale. Every bank, trust company, and 
vision of this act shall he held to be invalid by savings and loan association located or doing 
any court for any reason, it shall bc.prcsumed business within tire state shall annually pay to

i:ig or construction shali net in any way affect 
the remainder of this act. [L. 1930, ch. 16, 
5 4; March 11.]
Research and Practice Aids:

Si v lutv 1 (S).C. J. S. Statutes §§ 103,10 J, 109.

cedar year or fiscal year cnaiii'i in the next 
preceding venr to* he computed as provided 
in this act at the rate of live percent (5k). 
The tax levied shall be in lieu of ad valorem 
taxes which m i g h t  otherwise b.* knpr,- w! b y  

the state or political subdivision thereof upon

legislature to levy a tax on national banking 
associations, bank's, trust companies, and sav­
ings and loan associations, which tux shall be 
in lieu of ad valorem taxes which might other­
wise be imposed upon tho intangible assets of 
such national banking associations, banks, 
trust companies, and savings and loan asso­
ciations. [L. 1905, ch. 4G3, § 1; Jan. 1, 1931.]
Research and Practice Aids:

T;ix:ttionC=>12G, 133.Hatcher’s Digest, Taxes §§ 44, 45, 107.C. J. S. Taxation 143, 144, J 57, 153.
7D -ESG7. National banking associations; 

lax imposed; rate. Every national banking 
association located or doing business within 
the stale shall annually pay to the slate for 
the privilege of doing business within the state 
a tax according to or measured by its net in­
come for the next prc\ er-:ng calendar year or

Source or prior law: 79-323a, 79-1101, 79-1101c. 
Research and Practice Aids:

TaxationC^SSO, 1031.Hatcher's Diqe:l, Taxes (5 44; 45, 107.C.J.S. Taxation §§ 1060, 1101.
7f*»I2CSa. Same; taxpayer’s election of 

fiscal year in lieu of c al e n d a r  year. Election 
by a tax payer under'this act of a fiscal year 
in lieu of a calendar year shall be made only 
in accordance with rules and regulations re­
lating thereto which shall be adopted by the 
state director of revenue. [L. 196S, ch. 142, 
'5 3; July 1.]

7 0 -1 1 0 3 . Taxation of national banking 
associations, hanks, trust companies and sav­
ings and loan associations; "net income’ 
defined; deductions; credits, (a)  .a s  used iri 
this act "not income” shall mean the Kansas

fiscal year ending in the next preceding year taxable income of corporations as defined in 
to be computed as provided in this act at the section 31 of House bill No. 1130 of the 1967

3 8 7



» «—» ' - T i v.« kj>» ’—

7S-13I© T A X A T IO N

session of tho legislature f79-32,l3S] ulus in- dime received from eovenmnmt sccnrilic.: and 
municipal secnrit'c:-: *■> t‘i• ■ c\r< tit di i!-.;l ,’■.(! in 
arriving at Kans.is taxable ini-une n; a cor-
f'oration less interest p.-ici on time ilcnosil.sor 
jorrowed money and dividends paid on with­

drawable shares of savings and loan associn- 
• tions to the extent not deducted in arriving 
at Kansas taxable income of a corporation.

( b) Savings and loan associations shall be 
showed as a deduction from net income, as 
defined in subsection (a)  hereof, a reserve 
established for the sole purpose of meeting 
or absorbing losses, in the amount of five per­
cent (55) of such net income determined with­
out benefit of such deduction: Provided, 
That no further deduction shall he allowed for 
losses when actually sustained and charged 
against such reserve, unless such reserve shall 
have been fully absorbed thereby; or, in the 
alternative, a reasonable addition to a reserve 
for losses based on past experience, under 
such regulations as the director of revenue 
may prescribe.

(c ) 'In lieu of the deduction for ad valorem 
taxes paid on tangible pciscnal property au­
thorized under the provisions of House bill

made applicable. [L . 19G3, ch. 463, §5: 
Jan. 1 ,1S64.]
Research and Practice Aids:

Tx»ationC=107'J, 1096.C.J.S. Tax;1 lion 55 1102, 110G.
7 0 -1  3 1 T. Same; rules and regulations. 

The director of revenue is hereby charged 
with the administration of this act and is 
authorized to adopt such rules and regula­
tions as may be necessary to properly ad­
minister and enforce the provisions thereof. 
[L. 1903, ch. 403, § 6; Jan. 1, 183-1.]
Research and Practice Aids:

Ta.\alionC=9G9.C. J. S. Taxation 5 1090.
7 0 -1 2  2 2 . Same; disposition of moneys. 

The director of revenue shall pay all tax 
moneys collected under the provisions of this 
act into the state treasury on nr before the 
first day of each month,- and the state trea­
surer shall credit the same to the general 
fund of the state. [L. 1903, ch. 403, § 7; Jan. 1, 1961]
Research and Practice Aids:

TaxationC=2I9, 10-13.C. J. S. Taxation 5 5210 et scq. 1098.
Same; exemption from intan- 
res, shares of stock or other

u
No. 1130 of the 1S37 session of the legislature -  ̂ ,
(79-32,109 et scq.], such taxes may be allowed 7"*’ci j
as a credit against the taxcoinputed under 
the provisions 
valorem 
lands that 
shall not
the tax din^ J) loosed ori monevs, notes and other evidences § 4; L. 19u/f ch. 4,33, 51; Jan. 1,1923.] - ^  debt by 7g.3109 of l||(J CencraI

^Statutes Supplement of 1901, and any amend-Rescareh and Praciicc Aids:
TaxaGonC=9S0, 1031, 1017.C. J.S. Taxation 55 1093, 199S, J099.
7 S -1 2 1 0 . Same; procedure for returns; 

tax payment; laws applicable. Every national 
banking association, bank, trust company, 
and savings and loan association subject to 
taxation under this act shall make its return 
and pay the tax imposed to the director of 
revenue on or.before April _lo in each.ycar. 
beginning in 1901. in the same manner, except 
for computing the net income subject to tax, as 
corporations are required to make their returns 
and pay their taxes under the Kansas income 
tax act; and each shall be subject to other pro­
visions of said act applicable to other corpora­
tions;- and shall be subject to the penalties 
Imposed on corporations by section 79-3222 of 
the General Statutes Supplement of 1901 and 
sections 79-322S and 79-3234 of the GLMicral 
Statutes of 1919 insofar as the same can be

ments thereof. [L. 1963, ch. 463, §S; Jan. 1, 
'^ 964J

Research and Practice Aids:
TaxationĈ QG.o.Hatchers Digest, Taxes 55 44, 45, 107.C, J. S. Taxation § 1090.
TTUi 2 2'J. Same; invalidity; effect. If any 

tax levied by this act shall be adjudged (lb- 
criminatory, contrary to section 3219 of »It-■ 
United Stales Revised Statutes as amended 
(12 U. S. C. A. 54S), or for any reason the 
tax levied against the national hanking asso­
ciations, banks, trust companies or saving'1 
and loan associations is invalid, then the t.iv 
heretofore levied against each of such nation.'* 
banking associations, banks, trust companies, 
and savings and loan associations shall K’ assessed and collected the same as if this art 
bed nut passed and other acts repealed, f! 
1903, eh. -103, §9; Jan. 1, 1901.]

Research and Practice A TnxationC=937.C.J.S. Taxation 5 10,
Article 12.—MUTL*.

• INSURANCE
Cross References to Refill. 

Insurance companies, 40-1211.
7 9 -3 2 0 2 . Rcturr. 

taxed. That the pre- 
insurance companies,

' insurance companies under the laws of tin: 
taxation for state, 
school purposes, as * 
revenue laws of this pany or association s

(1 ) Of all the real
bv it;( 2 ) of the net vai 
or values in excess o. 
serve necessary to 
risks,' and of any un- 
net value shall be a 
property of individu.. 
ing herein shall ojxr 
tion the paid-up ear 
incorporated fire in- 
1921, ch. £90, § 1; M- 
Source c.- prior Suw: L. 
Research and Practise.'

Taxation̂ 3 1ST. Hatcher's Digest, I:\- C. J. S. Taxation 5 ■*—
Judicial Council BulkiL 

Mentioned in discus Caldwell, 1953 J.
CAS is A

I. Cited; Kansas ! companies held valid: Insurance Tax Cases, 1< Affirmed: Prudential Hobbs, 323 U. S. 822, < toa Insurance Co. * S. Ct. 131)0, 90 I,. Erl. v. Hoi'iis, 823 U. 5, 8 123S; Pacific Mut. I.U. S. 822, GG S. Ct. iJb
Article 13.—Ef 

TAXATI
7 9 - I S 0 2 .  Dog’ 

restraints. A dog ? 
sonal properly ant’ 
privileges and be 
straints as other liv

388



f

70-1 COS T A X A T I O N

each month of such year or such portion 
thereof as he may have engaged in such busi­
ness then add the monthly amounts and divide 
the aggregate amount bv the number of 
months he was engaged in such business dur­
ing such year; and such statement shall be 
verified on oath as required in other cases: 
Prodded, That the property so listed shall not 
be valued or assessed at any higher rate than 
other property. [K. S. A. 79-1003; L. 1971, ch. 
29.3, § 8; July 1.]

7S-3GGG . Tax situs of property; nonresi­
dents; elevator,". The tax situs of the property 
of merchants and manufacturers shall be the 
taxing district where such business or manu­
facturing is carried on and in case any such 
merchant or manufacturer shall have more 
than one place of business in the slate of Kan­
sas each sucli place of business shall be so 
taxed in the taxing district in which it is 
situated. All merchants or manufacturers who 
are nonresidents, or foreign corporations, shall 
be assessed upon the same basis as residents 
of this state or domestic corporations, and the 
situs for taxation of all personal property of 
such merchants and manufacture s used in 
connection with or created by the business is 
hereby declared to be in the place where such 
business is carried on.

The business oi: an elevator, whether indi­
vidually or separtely owned, or by a parent 
company owning several elevators located at 
different points, shall be considered as a mer­
chandising business and all grain or other 
commodities purchased or handled by the 
owner or management of an elevator shall' 
have their tax situs in the taxing district where 
the elevator is located through which the busi­
ness is transacted: Prodded, That the taxing 
situs of grain, owned by a resident of this state, 
held in storage by warehouse, on which ware­
house receipt has been' issued, shall be taxc-d 
at the place of residence of the owner of such 
receipt, [K. S. A. 79-1C03; L.. 1971, ch. 297, 
§5; J r ./ 1.]
Article 11.—BANKS, B A N K IN G  BUSI- 
. NESSES, TRUST COMPANIES AND SAV­
INGS AND LOAN A SSO C IA T E S
7 9 -1 1 0 7 . National banking associations; 

tax imposed; rale. Every national banking 
association located or doing business within 
the state shall annually pay to the state for 
the privilege of doing business within the 
state a tax according to or measured by its 
net income for the next preccdmg calendar

year or fiscal year ending in the next pre­
ceding year to bo computed as provided in 
this act. Such tax shall consist of a normal 
tax and a surtax and shall be computed as 
follows:

(a) The normal tax shall be-an amount 
equal to five and one-half percent (5 )Tc) of 
sbch net income; and

(b) the surtax shall be an amount equal 
to two ancl one-fourth percent ( 2,!!fJ) of such 
net income in excess of twentv-iive thousand 
dollars (823,000).Tbs tax levied shall bo in lieu of ad valorem 
taxes which might otherwise be imposed by 
the state or political subdivisions thereof upon 
shares of capital stock-or die intangible assets 
of national banking associations. The slate 
of Kansas hereby adopts tho method numbered 
(4 ) authorized by the act of March 25, 1926, 
amending section 5219 of the Revised Statutes 
of .the United Stales (12 U .S .C .A . 543), 
relating to tho manner and place of taxing 
national banking associations located within 
its limits. [IC. S. A. 79-ll<7- L. 1970, ch. 3S2, 
5 1; July 1.3
Law Review and Bar Journal References:

Chances in Kansas income tax code discussed in 'The ISTO’-Kar.sns Legislature in Review,’’ Robert F. Bennett, 30 J. B. A. K, 107, 19-! (1070).
Same; barks, trust cornp.v.ucs,

and savings and loan ■ociaucns; uix
posed; rata. Every bank, trust company,

i:n-
and

savings and loan association located or doing 
business within the state shall annually pay 
to the state for the privilege of doing business 
within the state a tax according to or measured 
by its net income for the next preceding 
calendar year or fiscal year ending in the 
next preceding year to be computed as pro­
vided in this act. Such tax shall consist of 
a normal tax and a surtax and shall be com­
puted as f.'Ilows: _

(r.) The normal tax or. every- bank shall be 
an amount equal to five and one-half percent 
(5,’id) of such net income;

(b ) the normal tax on every trust company 
and savings and loan association shall be an 
amount equal to five percent (57) of such 
net income; and

(c ) the.surtax on every bank, trust com­
pany and savings and loan association shall 
be an amount equal to two and one-fourth 
percent (2 .'i7 l of such net income in excess 
of twenty-five thousand dollars (-325,900).

The tax levied shall he in lieu of ad valorem 
taxes which might otherwise be imposed by 
the state or political subdivision thereof upon

shares of capital 
assets of banks, tru 
and loan assoeirt:: 
1970, ch. 332, §2;
Law Review anil Bar J 
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7 o y ni-Hilt-

and banks and c: 
therein; exemplic 
Shares, shares of r 
ownership of nati 
and banks located 
the state, ar.d all 
shares, shares of s 
ownership of corn 
a national banking 
or doing business 
the income of such 
to dividends receb 
income therefrom, 
tax imposed on me 
dences of debt by 
amendmcnts there 
1970, ch. 399, §2;
Law Review and Bar J: 

Changes in cxemrp discussed in "The R. view," 39 J. B. A. K. 5

\i-.-
I1C5. The provbic: 
cable to al! taxabl 
December 31, 197; 
July 1.]

Article 12.—MU’’ 
INSURANT

7 0 - 1 2 0 3 . [IC t 
1970, ch. IC v l 12,; 
Rcvisor’s Note:

New act, see ch, -'.0,
Article 14.— PRO 
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Department of Taction Income Tax Division
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The Minnesptn Identification Number means your Minnesota Employer's Number or your Minnesota Sales and IMBnnTAMT k E’se Tax Numoor. If you do not have a Minnesota Number, you shou'd contact the Withholding Unit and a. p  number will be assigned.
NOTE: The Federal Employer's Identification Number is the number assigned to the corporation by the Internal Revenue Service.

•  •
.Instruction numbers below refer to item numbers on I’jigi: 1 of return.

RETURNS BY BANK CORPORATIONS
Every corporation .upon which the tax is imposed must file a true and accurate return of its income or loss for the taxable period, regardless of the state.of incorporation, if its taxable net income is in excess of $500 or its gross income exceeds $5,000. This return .must be signed by an officer of the corporation.
Section 290.361 imposes an excise tax measured by net in­come on National anti State Banks. This tax imposed upon Na­tional and State Banks is in lieu of all taxes upon the capita!, surplus, property, assets and shares of such banks, except taxes imposed upon real property.
National and State Banks required to file a return must use Form M-S.
Every corporation filing a return shall complete alt of the various schedules provided in the return. Where the space pro­vided in the schedule in not sufficient to submit all of the in­formation a schedule should be attached to the return.
Taxpayers shall employ the same accounting period on which they report, or would be required to report, their net income under the Internal Revenue Code. A taxpayer may change his ac­counting period only with the consent of the Commissioner. The request should be made on Form 124.
Whenever a corporation which is required to file an income tax return is affiliated with or related to any other corporation through stock owner;''.;.u by the f,„.rinures:; as 4 ; - : orsubsidiary corporation, or has its income regulated through con­tract or other arrangements, the information required in Schedule {I, Page 4, must be detailed.
Receivers, trustees in bankruptcy or assignees operating the business property of a corporation must make returns of income for such corporations. If a receiver has full custody of and con­trol over the business cr property of a corporation, he sh3tl be deemed to be operating such business or property whether he is engaged in carrying on the business for which the corporation was organized or only in marshalling, selling, end disposing of its assets for purposes of liquidation.

INSTRUCTIONS FOR PAGc 1
1. Interest on Locns, Etc. — Enter on Line 1 (and list on Page 3, Schedule C, of return) all interest received or accrued.

f  National and State Banks must include in gross income in-' ■ J terest upon obligations o: the United States ar.d its possessions 
/ as well as interest on obligations cf the State of Minnesota or its 
1 subdivisions, any of its municipalities or any of its governmental 

■I agencies or instrumentalities.
Section 290.05 (13) of the Income and Excise Tax Act makes provision fo.-'amortizalicn of bond premiums in accordance with the provisions of Section 17.1 of the Internal Revenue Code. Where interest income has been reduced by deduction of amortization of bond premium a'statement should be attached showing the com­putation of the deduction.
In the case of obligations of the Un-.ted Slates issued at a discount and redeemable for fixed d.T.ounts increasing at stated intervals*(for example. United States Savings Bonds) a corporate ' taxpayer on the cash basis may elect to treat such increase- as Income during the taxable year. The taxpayer so electing shall report such income cs interest and attach a statement listing obligations owned and computation of accrued income.

2- 8. 3. Rents and Royalties From Property —Enter on l-ine • 2 the gross amount of rent. Deductions claimed for repairs, inter­est, taxes and depreciation of such property should be detailed on a separate schedule and included as one of the items of other deductions on Page 3, Schedule I and the total of Schedule 1 should be carried forward to Page 1, Line 20, of the return. See Page 3, “ Gross Income From Tangible Property.”
* • *If royalties are received from mining properties, prepare a schedule showing name and legal description of each property, royalty received, royalty paid and tons paid for during the current year.
4. Goins and Losses From Soles or Exchanges of Property — Report sales or exchanges of property in separate Schedule E. Every sale or exchange of property, even though no gain or loss may be indicated, must be reported in detail.
Property consisting of investments in bonds, stocks, notes, debentures, mortgages, certificates or any evidence of indebted­ness and any property acquired in liquidation thereof when such property is held fo- investment or for sale, are not deemed to be capital assets and the full amount of the gain must be.included in income and the full amount of the loss is allowed as a deduction.
The sales of (1) depreciable property hold over six months, and (2) real property held over six months; which was used in :k. taxpayer’s trade or business but which was not inventury pri-e: or property held primarily for sate in the ordinary course cf ti.r taxosvor’s trade or r-tes subiocl tcthv ; ■S=ct-eii 250.16, Subdivision 9 o; the Act r-s amended t.i jTi/, 5u gains, if any, are subject to tire statutory 507o inclusion in in­come; and such losses, if any, are allowable to the extent of current year capital gains.
However, a net capital loss as defined in Section 290.15 as amended (1971) may be carried back three years and carried over to each of the five succeeding taxable years and treated as a short-term capital loss to the extent not allowed .against any r.ot capital gains of any taxable years intervening between the tax­able year in which the net capital loss was sustained and the taxable year to which carried.
Describe the property briefly, and state the actual considera­tion or price received or the fair market value of the property re- ■ ceived in exchange. Expenses connected with the sale, such -is commissions paid agents, are deducted fronr'the sales price in computing the amount receivea.
In determining goin on the sale or other disposition of proper­ty acquired prior to January 1, 1940, the basis is cost or fair market value as of that date whichever is greater. For the pur- poseof determining a loss, cost must be used as the basis. In the case of property acquired subsequent to January 1, 1940, cost is the basis to be used in determining goi- cr loss.
In general, “ cost” means the total consideration paid when the property was purchased by the taxpayer; the fair market value at the date of the decedent's death when the property was ac­quired by devise, bequest, or inheritance; and the cost of the laci preceding owner not acquiring the property by gift when the tax­payer acquired the property by gift. Proper adjustment must be made for obsolescence, depreciation, depletion, tax-free distri­bution knd other items chargeable against cost.
On February 21,‘ 1941, the Ennk Excise Tax Act was enacted requiring Notional and Stale Banks to be subject to the provisions of the Income Tax Law. The basis section of tho Bank Excise Tax Act is the income tax basis provided by Section 25C-.1? with the express provision that the basic due for banks Khali be Janu­ary 1, 1P40, rather than January 1, 1933.



29D.3G1 NATIONAL AND STATE HANKS; IMPOSITION OF EX- ' CISE TAX, COMPUTATION, SUNTAN. Subdivision 1. Imposition of excise lax. An excise tax measured by net income is hereby imposed on rational and state banks by this chanter and shall be governed by ihe provisions of section 220.02.
SubcL 2. Computation of taxable net income. The taxable net in­

come shall be computed in the manner provided by this chapter except that in the case of national and state banks: (a) the raie shall be 3.64 percent until July 1, 1973 and 12 percent thereafter; ib) the basic date for the purpose of computing gain or loss and depreciation shall be January 1, 1940. instead of January l, 1933; ic) property consisting 
ol investments in bonds, stocks, notes, debentures, mortgages, certifi­
cates, or any evidence of indebtedness, and any property acquired in liquidation thereof when such property is held for investment or for 
sale, shall not be deemed to be capital assets: and id) in computing net Income there shall be allowable as a deduction from gross income, in addition to deductions otherwise provided for in this act. any dividend fnot including any distribution in liquidation) paid, within the taxable year, to the United States or to any instrumentality thereof exempt from federal income taxes, on the preferred stock of the bank owned by the United States or such instrumentality.

Subd. 3. [Repealed Laws 1971, Chapter 34, Section 1, effective Jan­uary 1,1972.]
Subd. 4. Disposition of tax. fa) The revenues derived from the excise tax on banks shall be paid into the state treasury and credited to the general fund, from which sb ’! be paid ail refunds of taxes errone­ously collected from banks as ceit.tled by the commissioner. Forty-five percent of the balance of such tax so collected shall he transmitted, on the last clays of May and November of each \car, to the respective counties in which are located the banks paying the tax. The county auditor shall apportion and distribute 45 percent of the respective amounts paid by each bank in his county, less 45 percent of the refunds paid to that bank, in the same manner and on tho same basis as he distributes taxes on personal property in the taxing district in which that bank is located, provided that the governing body of any political subdivision receiving such apportionment may place all such amounts to the credit or its general fund.
There is hereby appropriated to the persons or banks entitled to such refunds, from the general fund, an amount sufficient to make the refunds.
(b) For purposes of the apportionment ancl distribution required to be made to the county auditor under clause ie) of this subdivision, the tax so collected shall be deemed to have bcpn paid to the commis­sioner on the last date prescribed by law for the filing of the excise

tax return, or date when such excise tax was received by the commis­sioner, whichever date occurs later.
.(c) There is hereby annually appropriated from the general fund to the taxing districts entitled to such payments ar. are author' .vd under this section, sufficient moneys to make such payments.
Subd. 5. In lieu of certain faxes; The tax hereuy imposed upon national and state banks shall be in lieu of all taxes upon the capita!, surplus, property, assets, and shares of these banks, except taxes im­posed upon real property.
Subd. G. [Repealed Exl971, Chapter 31, Article G, Section 5.]
Subd. 7. [Repealed E.xl971, Chapter 31, Article 6, Section 5.1
N O T E ;  T h e  p r o v is i o n s  o f  '-'DO s t i ln lf v is lo n s i  A. G a n i l  7 . a s  a m e r .m d  t iv  E x

C h a p t e r  a * .  A r tn - li-  G. s e c t io n s  -I a r i l  s h a l l  h e  a  p p l i '/ i i !  l ie  f i l l '  a l l  in c o m e  t a  \  a  1 1 ■ 
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[1941 c IS s 1; 1915 c G04 s 22; 1947 c 635 s 12; 1919 c G!2 s 12; 1951 c G05 s 4; Exl957 c 1 Art. VII s 3; Exl959 c 70 Art. Ill s 10; E.\196l c 91 Art. I s 3 and Art. V s 2; 1903 c SS6 s 5. G; 1905 c SS-1 Art. I s 5. 6; Exlfi-U
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BANKING INSTITUTIONS
148.010. Title of law.—Sections 148.010 to 

148.! 1C may be designated as the “Bank Tax Lav/ 
of 1946”.
( L .  19 4 5  p . 1 9 2 1  § 1 )

148.020. Definition of terms.—For the pur­
poses of this law the following termsshall have the 
following meanings:

(1) The term “ banking institution”  means 
every bank and every trust company organized 
under any general or special law of this state and 
every national banking association located in this 
state;

(2) The term “ commissioner of finance” 
means tho chief officer of the present state divi­
sion of finance, or of such department of the state 
of Missouri as may hereafter have by law the su­
pervisory duties of the present state division of fi­
nance pertaining to banks and trust companies in­
corporated under the laws of this state;

(3) The term “ director” means the director of 
revenue in charge of the state department of reve­
nue; * . •

(4) The term “ income period” means the cal­
endar year or relevant' portion' thereof next 
preceding the taxable year;

(5) The term “ taxable ypar” means the calen­
dar year in which the tax is payable;

(6) The term “ taxpayer” means any banking 
institution subject to any tax imposed by this law.
( L .  1 9 1 5  p . 1 9 2 1  § : »  *  -

',148.030. Banks subject to tax based on in­
come— rate— credits.— I. Every. national bank­
ing association and every other”banking institu­
tion shall be subject to an annual tax for the 
privilege of exercising its corporate franchises 
within the state according to and measured b> 
its net income for the? preceding year.

2. The rate of tax for each taxable year shall 
be seven percent of such net income.

3. Each taxpayer shall be entitled to crcJits 
against the tax imposed by this law for all taxes 
paid to the state of Missouri or any political 
subdivision thereof during the relevant income
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period, other than taxes on' real estate, contribu­
tions paid pursuant to the unemployment com­
pensation tax law of Missouri, and taxes im­
posed by this law.
( L  19 4 5  p . 1 9 2 1  § 3 .  A  19 4 9  S . I) . 1 0 . 1 1 ,  A .  L .  1 9 7 1  I I .  D .

16 9 )

148.040. Definition and computation of net 
and gross income.— I. “ Net income” means 
gross income as defined in subsection 2 of this sec­
tion minus the deductions allowed in subsection 3 
of this section.

2. “ Gross income”  includes all gains, profits, 
earn.ings and other income of the taxpayer from 
whatever sources derived during the income peri-

^nd, including but not limited to interest from obli- 
\gations issued by the United States government or 
f any political subdivision or any instrumentality 
I thereof, or any state or political subdivision there­
of, or issued by any foreign country or nation or 

^political subdivision thereof; all rents, compcrsa- 
tion for scrsiees, commissions.' brokerage and 
other fees; all gains or profits from the sale or 
other disposition of any property, real or personal, 
tangible or intangible; and all recoveries on losses 
sustained in the ordinary course of business subse­
quent to July 1, 1946; provided, however, that re­
coveries on such losses sustained during any prior 
income period within which the deductions/as 
permitted by subsection 3 of this section, exceed­
ed the taxpayer's gross income for said income pe­
riod, computed i:i accordance with ; .,.i .'.le'-.c- 
tion, shall not be included in the taxpayer's gross 
income for the income period in which they were 
received to the extent of said excess. Dividends 
received on shares of stock of any Ranking institu­
tion liable to a tax under this law shall not be in­
cluded in gross income.

3. In computing net income there shall be al­
lowed as deductions all ordinary and necessary ex­
penses paid or incurred by the taxpayer during 
the income period in carrying on its trade or busi­
ness. Without limiting the generality of the fore­
going, there shall be allowed as deductions a rea­
sonable allowance for salaries and other compen­
sation for personal services actually rendered; 
rents, repairs, bad dents and debts ordered lo be 
charged off by the commissioner of finance or the 
comptroller of the currency or their respective ex­
aminers as the caso may be; interest; cost of insur­
ance and advertising; all taxes paid or accrued 
during the income period to the United States and 
all tax'cs paid or accrued on real estate to the state 
of Missouri or any political subdivision thereof; 
all contributions paid or accrued pursuant to the 
unemployment compensation law of Missouri; 
reasonable allowances for depreciation and deple­
tion; amortization of premiums on bonds, deben­
tures, notes or other securities or evidences of in­
debtedness; a reasonable allowance for payments 
or contributions to or cn account of any pension 
or retirement fund ar plan for its officers or cm-

ciation or fund organized and operated exclusive­
ly for religious, charitable, scientific, literary or 
educational purposes, no part of the net earnings 
of which inure to the benefit of any private share­
holder or individual to an amount which docs not 
exceed five percent of the taxpayer's net income 
as computed without the benefit of this deduc­
tion; losses from the sale or disposition of any 
property, teal or personal, tangible or intangible; 
and all other losses sustained during the income 
period not compensated for by insurance.

4. Net income shall be computed in accordance 
with the method of accounting regularly em­
ployed in keeping the books of the taxpayer, un­
less such method does not clearly reflect the in­
come, in which case the computation shall be 
made in accordance will, such method cs in the 
opinion of the director does clearly reflect the in­
come.
(L. 1945p. 1921 §5,A. I947H . D .2161)

v143.050. Returns, when filed—extension of 
time—interest.—Every taxpayer shall file a re­
turn with the director on or before the fifteenth 
day of April in each year. The director may 
grant a reasonable extension of time for filing 
returns under such rules and regulations as he 
shali prescribe. Whenever such an extension of 
time is granted, a taxpayer shali be required to 
pay as part of any tax due interest thereon at 
the rate of one percent per month from the day 
when such return should have been filed if no 
sueii extension had been granted.
( I .  1 9 1 5  p . 1 9 2 1  § 4 ,  A .  19 4 9  S. U 1 0 3 1 ,  A .  L. 19 6 9  3 d  Ex.

Sesv p. H6)Effective 6 -2 2 -7 0

148.060. Tax due, when—duties of director of
revenue—credit for overpayment—penalty.— 1.
The tax imposed by this chapter shall be due and
payable upon the last day upon which a return
must be filed under section 140.050.

• •

2. Upon the filing of such return the full 
amount of any tax as computed by the taxpayer 
shali be paid to the director, who as soon as is 
practicable thereafter shall examine it and deter­
mine the correct amount of the tax. If the direc­
tor determines that the taxpayer has paid a tax in 
excess of the amount lawfully due, the" director 
shall permit a credit.

3. If any tax due hereunder is,not paid when 
due, the taxpayer shaii be required to pay as part 
of such tax interest thereon at the rate of on? per­
cent per month from such lime but not to exceed 
ten percent per annum.
(L . 19!5p. 1921 §7)

/I43.055. Deposits, when made.—The direc­
tor shall on the first and fifteenth days of each 
month deposit all funds received by him in 
payment of any tax imposed by sections 148.010 
to 143.300 and 148.470 to 148.540 lo the credit 
of the intangible tax fund created by section
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§ 77-2715 REVENUE AND TAXATION
(g) The sales tax rate so fixed by the board shall be an :- 

creraent of one half of one per cent, and the income tax rate- 
fixed shall be an increment of one per cent.

(2) The board shall meet within thirty days after each snirci ' 
session of the Legislature, and also within thirty days after -• - 
ceiving a report from the Tax Commissioner that there have fc- 
significant changes in the provisions of the Internal Revenue Cr 
of 1954 and amendments thereto, other provisions of the laws < • 
the United States relating to federal income taxes, or the rid- 
and regulations issued under such laws, and shall determine whet... r 
the rates for saies tax and income tax must be changed. In ru:';. 
ing such determination the board shall recalculate the requirement 
pursuant to the formula set forth in subsection (1) of this sectir; 
taking into consideration the appropriations for such special sessit::. 
all miscellaneous claims, deficiency bills, and all emergency appro­
priations.

In the event the board determines the rates must be changed 
a result of such special session or as a result of a change in 
provisions of the Internal Revenue Code of 1954 and amendments 
thereto, other provisions of the laws of the United States relat:.-.;: 
to federal income taxes, and the rules and regulations issued undvr 
such laws, such sales tax rate shall be made effective at the In- 
ginning of any calendar month within the current calendar ye: r 
and such income tax rate shall be effective for the current taxnhi-.1 
year.

S o u r c e :  L a w s  12 6 9 , c .  6 8 4 , 5 3 .

E f f e c t i v e  d a l e  A u g u s t  2 5 , 19 6 9 .

77-2718. Income tax; adjustments. (1) There shall be subtracted 
from federal taxable income interest or dividends on obligations (•; 
the United States and its territories and possessions or of any 
authority, commission or instrumentality of the United States :> 
the extent includible in gross income for federal income tax pur­
poses but exempt from state income taxes under the laws of 
United States; Provided, that the amount subtracted under th<- 
provisions of this subsection shall be reduced by any interest c 
indebtedness incurred to carry the obligations or securities de­
scribed in this subsection, and by any expenses incurred in ti. • 
production of interest or dividend income described in this subfc:- 
tion to the extent that such expenses, including amortizable bo::: 
premiums, are deductible in determining federal taxable income.

(2) There shall be added to or subtracted from federal taxal> 
income, as the case may be, the taxpayer’s share of the fiduciary 
adjustment determined under the provisions of section 77-2720.

S o u r c o :  L a w s  19 6 7 , c .  - 13 7 , 5 1 6 ,  p .  15 7 9 .

E f f e c t i v e  d a t e  A p r i l  1 2 .  19 6 7 .

77-2717. Income tax; estates; trusts; rate; fiduciary return; cos- 
tents; filing. (1) The tax imposed on, and the computation of 
tax for, individuals shall apply to the tax liability of all estates

is •-* 
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SALES AND INCOME TAX § 77-2734

,3) I n c o m e  f r o m  intangible p e r s o n a l  p r o p e r t y  i n c l u d i n g  annuities, 

i.v;Jends, interest, a n d  g a i n s  f r o m  the disposition of intangible 

-,-rsonai properly, shall constitute i n c o m e  d e r i v e d  f r o m  s o u r c e s  

.thin this state o n l y  to t he e x t e n t  that s u c h  i n c o m e  is f r o m  

; rcrty e m p l o y e d  in a business, trade, profession, o r  o c c u p a t i o n  

;::ied o n  in this state.

<i) D e d u c t i o n s  w i t h  r e s pect to capital losses, n e t  l o n g - t e r m  capi- 

:.i gains, a n d  n e t  o p e r a t i n g  losses shall b e  b a s e d  solely o n  in- 

■ T . e ,  gains, losses, a n d  d e d u c t i o n s  d e r i v e d  f r o m  o r  c o n n e c t e d  w i t h  

= ^rces in this state, u n d e r  r e g u l a t i o n s  to b e  p r e s c r i b e d  b y  th e  

C o m m i s s i o n e r  b u t  o t h e r w i s e  shall b e  d e t e r m i n e d  in t h e  s a m e  

inner as the c o r r e s p o n d i n g  f e deral deductions.

D If a business, trade, profession, or occupation is carried on 
;*:!y within and partly without this state, the items of income and
• h.clion derived from or connected with sources within this

shall be determined by apportionment and allocation under 
•• lions to be prescribed by the Tax Commissioner.

•'» Compensation paid by the United States for service in the 
.id forces of the United States performed by a nonresident shall

- : •rcnstitute income derived from sources within this state.
L a w s  19 6 7 , c .  4 8 7 , j  3 3 , p .  15 E 5 .

E f f e c t i v e  d a t e  A p r i l  1 2 ,  19 C 7 .

77-2734. Income tax; corporation; tax; how determined. (1) A
- - i> hereby imposed for each taxable year on the taxable income 
••••.cd from sources within tills state of any corporation or any

r c-ntity taxed as a corporation under the Internal Revenue 
whose business within this state during the taxable year con- 
exclusively of foreign commerce, interstate commerce, or both, 

■' s rate equal to twenty per cent of the rate imposed on in- 
■ : ails under section 77-2715. For any taxpayer subject to this

• t -.n w h o s e  fiscal y e a r  d o e s  n o t  co i n c i d e  w i t h  t h e  c a l e n d a r  year,

■r :*tc initially set shall also apply for the period from January
1 <'•!. to the last day of his then current fiscal year.
•: txeept as provided in subsection (1) of this section, for the 
' of exercising its franchise or doing business in this state 

; '-Tgorate capacity, there is hereby imposed a franchise tax on 
' rporation or any other entity taxed as a corporation under 
' v :nal Revenue Code according to or measured by its entire 

me derived from all sources within this state for the taxable 
-*• the ratq imposed under subsection (1) of this section. For 

. -rposcs of this subsection the taxpayer’s entire net income 
*’ its federal taxable income derived from sources within 

' • as determined pursuant to sections 77-2735 to 77-2749 with- 
■rd to the modification referred to in section 77-2741, the 

j Nebraska hereby adopting method numbered (4) authorized 
— • -  5219, United Statc-s Revised Statutes, as amended. 12 

' ’ * state taxation of national banking associations. The 
(••-cd by this subsection on national banking associations

2249
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E . “ Internal Revenue Code” means the United States Internal Rev­
enue'Code, as amended;

F . ‘‘net income” means that part of the taxpayer’s income generally 
defined as federal taxable income and it shall be computed in the same 
manner as provided in the Internal Revenue Code for computing federal 
taxable income, except that the income from federal, state and municipal 
securities must be included in the computation of net income for the 
purposes of the Banking and Financial Corporations Tax Act. Net in­
come does not include amounts that have been taxed as income to another 
member of an affiliated group of corporations under the Income Tax Act 
[72-15A-1 to 72-15A-15] ; and

G. “ taxable year” means the calendar year or fiscal year for which 
net income is computed. In the event a return is made for a fractional 
part of a year, taxable year includes the period for which the return 
is made.

History: Laws 1969, ch. 151, §2. Opinions of Attorney GeneraL 
1969-70, No. 70-30.

72-15B-3. Imposition of tax on banks measured by net income—  
Method of taxing national banking associations.— An annual tax meas­
ured by net income is imposed upon every bank located within this state. 
New Mexico expressly adopts method number four as authorized for the 
taxation of national banking associations in 12 USC § 54S.

History: Laws 1969, ch. 151, § 3.
72-15B-4. Financial corporations— Imposition of tax measured by 

net income.— An annual tax measured by net income is imposed upon 
every financial corporation located within this state.

History: Laws 1969, ch. 151, §1.
72-15B-5. Rate of tax on banks and financial corporations— Minimum 

tax.— A. The rate of tax on banks and financial corporations shall be 
six per cent [6 fa] of net income.

B. The tax on banks and financial corporations shall not be less 
than one hundred dollars ($100) for each taxable year.

History: Laws 1969, ch. 151, §5. . Opinions of Attorney General.
Tax Credit for 1969. 1969-70, No. C9-102.

Laws 1970, ch. 3 provided a 20To tax credit for the year 1003.72-15A-5. Sec- note under

72-15B-G. Tax in lieu of other taxes— Exceptions.— The taxes im­
posed by sections 3 and 4 of the Banking and Financial Corporations 
Tax Act [72-15B-3, 72-15B-4] are in lieu of all other taxes imposed 
by the state and its political subdivisions upon banks and financial 
corporations lor calendar year 19G9 and all subsequent years, except 
taxes upon their real property and taxes arising from activities which 
axe' not in the course of their regular banking and financial corporation 
functions.

History: r.aws 1969, ch. 151, § 6. Opinions of Attorney General.1969-70, Nos. 69-102, 70-30, 70-63.
1 5 9
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§ 219-y. Gross income defined. 1. The term “gross income” 
•includes gains, profits and income derived from the business, of what­
ever kind and in whatever form paid, including gains, profits or income 
from dealings in property, whether real or personal, or gains, profits 
or income received as compensation for services, a.? interest, rents, com­
missions, brokerage or other fees, or otherwise in carrying on such 
business, including all dividends received mi -locks and all interest re- 
ceived from federal, state, municipal or other Iw-mds.

2. If the gross income of a taxpayer is derived from business car­
ried on both within and without the state, gross income means that 
proportion thereof which is derived from business carried on within 
the state to be allocated and determined under rules and regulations 
prescribed by the commission.

[Added by L. 1926, Ch. 286.]
3. “Gross income” of a savings bank shall include the amount re­

ceived by it in ajiy taxable year as a distribution in liquidation of tlie 
mutual savings bank fund.

[Added by L. 19-15, Ch. 761, effective April 12, 1915.1
§ 219-z. Deductions.- In computing net income there shall be 

allowed as deduction: •
1. All the ordinary and necessary expenses paid or incurred during 

the year in carrying on business, including a reasonable allowance for 
salaries or other compensation for personal services actually rendered, 
and including rentals or other payments required to be made as a 
condition to the continued use or possession for business purposes of 
property to which the taxpayer has not taken or is not taking title or 
in which such taxpayer has no equity.

2. All interest paid or accrued during tlie year on indebtedness.
3..Taxes, other than taxes on income or profits paid or accrued within 

the year, imposed, first, by the authority of the United States, or of 
any of is possessions, or, second, by the authority of any state, or terri­
tory, or any county, school district, municipality, or other taxing sub­
divisions of any state or territory, not including those asses=cd against 
local benefits of a kind tending to increase the value of the property 
assessed, or, third, bv the authority of any foreign government; and 
also_taxes measured by net income, imposed by any eity of this state.

[Amended by L. 1966, Ch. 775, effective July 1, 1966 and applicable to taxable years commencing on or after January 1, 1966.1
4. Losses sustained during the year and not compensated for by in­

surance or otherwise, if incurred in business; unless in order to clearly 
reflect the income the losses should in the opinion of the commission 
be accounted for as of a different period. .No deduction shall be al­
lowed for any loss claimed to have been sustained in any sale or other
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Article 8C.
Schedule l-C. Excise Tax on Banks.

§ 105-228.13

§ 1 0 5 -2 2 8 .1 1 . To whom this article shall apply.—The provisions of 
this article shall apply to every bank or banking association, including each na­
tional banking association,- that is organized and operating in this State as acommercial bank, an industrial bank, a savings bank, a trust company, or any 
combination ot such facilities or services, and whether such bank or banking as­
sociation, hereinafter to be reterred to as a bank or banks, be organized, under
the laws of the United States or the laws of North Carolina, in the- corporateform or in some other form of business organization. (1957. c. 1340, s. 8.)

Cited in Lenoir Finance Co v. Currie.254 N. C  129. 118 S. E. (2d) 543 (1961).
§ 1 0 5 -2 2 8 .1 2 . Imposition of an excise tax.—An annual excise tax is 

hereby levied on every bank located and doing business within this State, in­
cluding each national banking association, for the privilege of transacting busi­ness in this State during the calendar year, according to or measured by its
entire net income as defined herein received or accrued from all sources during 
the preceding calendar year hereinafter referred to as taxable year, at the rate 
of six percent ('6^1 of such entire net income. The minimum tax assessable to 
any one bank shall be ten dollars (dlU.Gj;. The liability for the tax imposed by 
this section shall arise upon the last day of each preceding taxable year, and 
shall be based upon and measured by the entire net income of each bank or 
trust company for such preceding taxable year, including all income received 
from c -ernment securities (whether or not taxable under article 4 of this chap­
ter) in such year except for any interest that may be allowed as deductible from gross income under G.S. 105-22S.16; provided, that the tax herein levied shall 
not be collectible for any year from any bank or trust company which fails to 
engage in business for any part of the year for which ievied. This section shali 
be effective on and after December 31, 1959, so that the excise tax for 1960 shall 
be measured by net incomes for the taxable year 1959 and the liability therefor 
shall arise on December 31, 1959. In the case of a merger of two or more banks 
during the preceding calendar year the tax of the resultant bank shall be measured 
by the entire net income of all constituent banks during such preceding calendar 
year. As used in this article the words “ taxable year" shall mean the calendar year 
next preceding the calendar vear for which and during which the excise tax is 
levied. (1957, c. 1340, s. S; 19'59, c. 1259, s. 7; 1969, c. 1075, s. 6.)

Editor’s Note. — The 3969 amendment, provides: “This act shall not -affect theeffective July 1, I960, substituted “six liability of any taxpayer arising prior topercent (6%)” for "f >ur and one-half per- the effective date of the applicable sectioncent (4%%)” near tlie end of the first sen- hereof.”tehee. Session Laws 1969, c. 1075, s. 8,
§ 1 0 5 -2 2 8 .1 3 . Ii!etkod of taxation adopted. — The State of Nr ch 

Carolina hereby adopts the method of taxation ot banks authorized by an Act of 
Congress relating to taxation of national banks, being method number (4 ) as 
provided in § 54S. as amended, of Title 12 of the Code of Laws of the United 
States, formerly known as § 5219, of the Revised Statutes of the United States.

The-excise tax levied under G S. 105-228.12 shall be in lieu ol the intangible 
personal property tax levied under article 7 of this chapter, the franchise tax 
imposed by article 3 of this chapter, the income tax levied by article 4 of this 
chapter, taxes levied upon the shares of slock of banks assessed undei G. S. 
105-346. and taxes levied upon tangible personal property by local taxing juris­
dictions. All real property of each bank located or doing business within this 
State, including national hanking associations, shall be assessed and taxrd ( in 
the same manner as other real estate is taxed in this State) by the counties.
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municipalities, and other local taxing jurisdictions in which such real estate is 
located.

It is the purpose and intent of the General Assembly to levy taxes cn banks so that all banks, both State and national, doing business in this State will be 
taxed uniformly in a just and equitable manner tn accordance with the provisions 
of § 548 of Title 12 of the Cede of the United States cited above and article V, 
§ 3 of the Constitution of North Carolina. The intent in this article is to exer­cise the powers of classification and of taxation on property, franchises, and 
trades conferred by the above constitutional provision cited in this section. ( 1957. 
c  1340. s. 8.)

Editor's Note.—Section 105-346, referred to in this section, formerly appeared in Subchaptcr II of Chapter 105, which was revised and rewritten by Session Laws 1971, c. 806, effective July 1, 1971. For similar provisions, see now § 105-360.Provisions similar to former Article V,

§ 3, Const. 1SG3, referred to in this section, now appear in Article V. § 2, Const. 1970.Property Leased by Ban!: Exempt from Ad Valorem Taxes.—See opinion of Attor­ney General to Mr. Thomas C. Posey, Lenoir County Tax Superior, 7/21/70.

§ 1 0 5 -2 2 8 .1 4 . Entire net income defined.—The words “entire net in­
come" shall mean the gross income of a taxpayer less the deductions allowed by 
this article (1957. c. 1340. s. 8.)

o
§ 1 0 5 -2 2 8 .1 5 . Gross income defined. —For purposes of this article the 

words “gross income" shall mean the income of a bank received or accrued from 
whatever source during the taxable vear as follows: Interest and discount on 
loans, interest from lionds. notes, mortgages and other investments, includ­
ing interest from nil government bonds issued direct bv anv level of government 
or through anv government agency, any exclusion province! in article 4 ol chap- 
ter 1U5 notwithstanding. dividends from securities owned: service charges; col­
lection fees; exchange charges, trust department earnings; rents, commissions; 
gains or profits from the sale or other disposition of property, either real or 
personal tangible or intangible. recoveries from losses previousiv writ ten on or 
deducted from income in prior taxable vcars. and all other recoveries, gains profits, 
income, or receipts regardless of nature and from whatever source derived, ex­
cept that gifts received shall he excluded from gross income. ( 1957. c. 1340. s 8.)

§ 1 0 5 -2 2 8 .1 6 . Deductions from gross income;— In computing entire net 
income there shall be allowed as deductions the following items:

(1 ) All ordinary and necessary expenses paid or accrued during the taxable
year.

(2 ) Rental expense paid or accrued during the taxable year.
(3 ) All unearned discount and interest paid during the taxable year except

interest paid in connection with income exempt from taxation under 
this article and except interest deemed excessive under G.S. 105-130.6.

(4 ) Taxes paid or accrued except taxes based on net income, taxes assessed
.for local benefit of a kind tending to increase the value of the property 
assessed and any other taxes not deductible for corporate income tax 
purposes under the provisions of Division I of Article 4.

(5 ) Dividends received from stock issued by any corporation to the extent
provided in G.S. 105-130.7.

(6 ) Net economic losses to the extent provided in G.S. 105-130.8 and other
losses as provided in Division I of Article 4.

(7 ) Loans or debts ascertained to be worthless and actually charged onf during
the taxable year, if connected with business and if the amount has 
previously been included in gross income in a return under this article; 
or, in the discretion of the Commissioner of Revenue, a reasonable 
addition to a reserve for bad debts. Provided, that amounts which are
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deductible for federal income tax purposes shall be prima facie allowable hereunder.
(8 ) A reasonable allowance for depreciation and obsolescence to the extent

provided for corporation income tax purposes in Division I of Article •}
(9 ) Contributions to religious, charitable, educational, literary and like organi­zations to the extent provided in subdivision ( 1) of G.S. 105-130.9.
( 10) Contributions to the State of North Carolina, any of its institutions,

instrumentalities, agencies, or political subdivisions, and contributions 
to educational institutions located within North Carolina as provided in 
subdivision (2 ) of G.S. 105-130.9.

(11 ) Reasonable contributions to qualified employees’ pension trusts within
the taxable year.

(12 ) Premiums paid by banks upon the purchase of bonds to the following extent:
a. Amortization of bond premiums on tax-exempt bonds shall be

mandatory for all taxpayers. Amortization for the taxable year 
shall be accomplished by lowering the basis or adjusted basis of 
the bond, with no deduction against gross income for the year.

b. Amortization of bond premiums on taxable bonds shall be elective
for all taxpayers. The amortizable premium for the taxable 
year may be deducted from gross income only if an adjustment 
is made to the basis of the bond.

c. For purposes of this subdivision, the term “bond" means any 
“ bond, debenture, note, or certificate or other evidence of in­
debtedness issued by any corporation and bearing interest and 
includes any like obligation issued by any government or political subdivision thereof.

f  (13) Interest upon the obligations of the State of North Carolina or a 
\  political subdivision thereof received or accrued during the taxable
J year. Provided, that the deduction of accrued interest shall be per-

J mitted only if the taxpayer has included accrued income in his gross
/  income for the taxable year. Provided further, that in the event that

any court of competent jurisdiction shall rule that the deduction of the 
I interest of the obligations of the State of North Carolina or a political
I subdivision thereof from the base of the tax levied by this article
I violates the Constitution of this State or the Constitution of the United
I States, such deduction shall be disallowed and such interest shall be

included in the entire net income of the taxpayer.
(14) Reasonable payments made to the beneficiaries or to the estate of a

deceased employee, paid by reason of the death of the employee to the 
extent provided for corporate income tax purposes in Division I of 
Articled.

(15) Deduction of accrued expenses, contributions, taxes, rental expense, or
interest expense shall be subject to the limitations imposed upon 
corporate income taxpayers by article 4. (1957, c. 1340, s. 8 ; 1967, c. 
1110, s. 8.)

Editor’s Note.—Section 16, c. 1110, Ses- ing prior to the effective date of the appli- sion Laws 1067, provides: “This act shall cable section hereof." Session Laws 19G7, not affect the liability of any taxpayer aris- c. 1110, s. S, became effective Jan. 1, 1967.
§ 1 0 5 -2 2 3 .1 7 . Returns r.nd payment of the excir-s tax. — On or be­

fore March 15 of each year, the executive officers or officers of each ban!:, or trust 
company, located and doing business in this State, shall file with the Commis­
sioner of Revenue a full and accurate report of all income as defined in G.S. 105-228.15 received or accrued during the taxable year, and also an accurate 
record of the legal deductions in the same calendar year as allowed by G.S.

§ 1 0 5 - 2 2 8 .1 7  R e v e n u e  L a w s  § 1 0 5 -2 2 8 .1 7
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/ y a ^ T t i  D a k o t a

' 5 7 - 3 5 - 0 4 .  B A S IS  OF T A X .-  The l i a b i l i t y  f o r  t h e  t a x  im p o se d  b y  
• t h i s  c h a p t e r  s h a l l  a r i s e  u p on  th e  f i r s t  d a y - o f  e a c h  c a l e n d a r  y e a r ,  
an d  s h a l l  b e  b a s e d  u p on  and m e a su re d  b y  t h e  n e t  in c om e  o f  e a c h  b an k  
o r  t r u s t  com pany  f o r  t h e  p r e c e d in g  c a l e n d a r  y e a r ,  i n c l u d i n g  t h e  amount 
o f  i t s  in c om e  f r o m  t a x  ex em p t s e c u r i t i e s  f o r  s u c h  y e a r  a s  r e t u r n e d  t o

le r e o n  s h a l l  be-t h e - t a x  c o m m is s io n e r  a nd c o u n ty  . a u d i t o r , an d  t h e  t a x  t h e r e  
^ ‘ c o m p u te d  a t  t h e  r a t e  o’:-; t o u r  “b a r  c e n t", b u t  t h e  m inimum t a x a s s e s s a b l e

t o  an y  on e  t a x p a y e r  s h tn r i r o e  f i f t y  d o l l a r s .
SOURCE: S . L ,  1 9 4 1 ,  Ch . 2 7 0 ,  s e c .  3 ;  R .C .  1 9 4 3 ,  s e c .  5 7 - 3 5 0 4 .

'* »
5 7 - 3 5 - 0 5 .  r DUE D A T E .- A l l  t a x e s  l e v i e d  an d  a s s e s s e d  u n d e r  t h e  

te rm s  an d  p r o v i s i o n s  o f  t h i s  c h a p t e r  s h a l l  b e com e  d u e  on  t h e  t h i r t y -  
f i r s t  d a y  o f  D e cem ber f o l l o w in g  t h e  r e p o r t  t o  t h e  t a x  c o m m is s io n e r  
p r o v i d e d  i n  s e c t i o n  5 7 - 3 5 - 0 7 ,  and  s h a l l  b e com e  d e l in q u e n t  on  t h e  f i r s t  
d a y  o f  M a rch  n e x t  a f t e r  t h e y  b e com e  d u e . T h e r e u p o n  a  p e n a l t y  o f  f i v e  
p e r  c e n t  s h a l l  a t t a c h  and  b e  c h a r g e d  u p on  a l l  d e l in q u e n t  t a x e s ,  and  
t h e n c e f o r t h - i n t e r e s t  s h a l l  b e - c h a r g e d  a f  t h e  r a t e  o f  t h r e e - f o u r t h s  o f  
on e  p e r  c e n t  p e r  m on th  o f  t h e  o r i g i n a l  am oun t o f  t h e  t a x  u n t i l  t h e  
sam e i s  p a i d . . .  "••„ : .  ... *

• SOURCE-.: S . L .  1 9 4 1 ,  C h . 2 7 0 ,  s e c .  *4 ; R .C . 1 9 4 3 ,  s e c .  5 7 - 3 5 9 5 .
■ v r • • . * -

5 7 - 3 5 - 0 6 .  L IE U  TAX -.- T he  t a x  p r o v i d e d  in  t h i s  c h a p t e r  s h a l l  
b e  i n  l i e u  o f  a l l  o t h e r  t a x e s  o r  im p o s i t i o n s ,  s t a t e ,  c o u n t y ,  and  l o c a l  
e x c e p t  t a x e s  u p o n  t h e  r e a l  p r o p e r t y  o f  e a c h  s u c h  b an k  an d  t r u s t  com par

SOURCE :* S . L . . 1 9 4 1 ,  Ch . 2 7 0 ,  s e c .  5 ;  R .C .  1 9 4 3 ,  s e c .  5 7 - 3 5 0 6 .

c a t e  o r i g i n a l  o f  s u c h  r e p o r t ,j*; * . \ . ; . . . • m-i i . , .
...■- SOURCE:. , S . L .  1 3 4 1 ,  C h . 2 7 0 ,  s e c .  6 ; R .C .  1 9 4 3 ,  s e c - . 5 7 - 3 5 0 7 .  ’

5 7 - 3 5 - 0 8 .  COMPUTATION-AMD CERT IF ICAT ION  OF T A X .r  On o r  b e f o r e .  • 
A u g u s t  f i r s t  o f  e a c h  y e a r ,  t h e  tax- c o m m is s io n e r  s h a l l  c om p u te  th e  t o t e  
t a x  t o  b e  a s s e s s e d  u n d e r  t h e  te rm s  and p r o v i s i o n s  o f  t h i s  c h a p t e r ,  and  
s h a l l  c e r t i f y ,  t h e  sam e t o  t h e  c o u n ty  a u d i t o r  o f  t h e  c o u n ty  in  w h ic h  
e a c h  t a x p a y e r  i s  l o c a t e d .  .

SOURCE: S . L .  1 9 4 1 ,  C h . 2 7 0 ,  s e c .  7 ;  R . C . 1 9 4 3 ,  s e c .  5 7 - 3 5 0 3 .
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fl. Such rep o rts  may he req u ire d , regard less o f amounts, ( 1 )  in case o f  payments o f*  
interest upon bonds, mortgages, deeds o f t r u s t ,  o r o th e r  s im ila r  o b lig a t io n s  o f c o rp o ra - 
•tions, and ( 2) in the case o f  d iv idend payments by co rp o ra tion s  s u b je c t  to  the tax le v ie d  
by'this a c t and ( 3 )  in the case o f  any broker tran sac tin g  any bu s in ess , as su ch , fo r  any 
individual su b je c t  to  the p rov is ion s  o f  th is  a c t .  The Tax Commission may req u ire  such 
co rp o ra tion s  to s ta te  the name and address o f each sh a reh o ld e r , the number o f shares 
owned by him and, in the case o f a b roke r , i t  may req u ire  subm ission o f  the names o f  the
customer f o r  whom such broker tran sac ted  any busin ess , w ith  such d e t a i l s  as t o - p r o f i t s ,
losses or o th e r in form ation  as the Tax Commission may req u ire  as to  each such custom er.
Any rep o rts  requ ired  under th is  sub se c tion  s h a ll lik ew ise  be rendered under o a th , and in 
accordance w ith ru le s  and reg u la t ion s  p rescribed  and adopted by the Tax Commission.

SECTION 20 . IN LIEU TAX FOR NATIONAL BANKS. A. In l ie u  o f the tax  le v ie d  by
ion 5 . o f  th is  a c t ,  every n a tion a l banking a s s o c ia t io n  lo ca ted  o r  doing business w ith in

the l im it s  o f  the S ta te  of Oklahoma s h a l l  annually 'pay to  th is  s ta te  a tax accord ing  t o ,  
or measured .by, i t s  en tire  net in come fo r  i t s  taxab le  year a t the ra te  o f fou r  percent 

•(4%) o f  the amount o f  the net income as herein  prov ided . ~
B . The tax  lev ied  by th is  s e c t ion  s h a ll be ex c lu s iv e  and in l ie u  o f a l l  taxes lev ied  

by the S ta te  o f Oklahoma, or any su b d iv is ion  th e re o f , on the property  o f any a s s o c ia t io n  
liable" to  tax  hereunder; prov ided , th a t nothing in th is  s e c t ion  s h a l l  be construed to  
exempt the re a l p roperty  of n a tion a l banking a s s o c ia t io n  from tax a tio n  to  the same ex ten t , 
according to  i t s  v a lu e , as o th e r r e a l property is  taxed .

C. Any tax  le v ied  under th is  s e c tion  s h a ll accrue on the la s t  day o f the taxab le  
year and be payable as provided in S e c tion  25 o f  th is  a c t .  The a c c ru a l o f such tax f o r  
the f i r s t  tax ab le  year to  which th is  a c t  -.app lie s , s h a l l  apply notw ithstanding the p r io r  
a ccru a l o f a tax in  the same tax ab le  year based upon the net income o f  the next preceding  
taxab le  y e a r ; p rov ided , however, any a d d it io n a l deduction  inuring to  the b en e f it  o f the 
taxpayer s h a l l  be deducted in accordance -with the op t io n a l t r a n s i t io n a l deduction  procedures" 
in Section 4 . o f  th is  a c t .

mi'  The b a s is  o f  the tax s h a l l  be th e  taxab le  income as defined herein  and any ad d it io n s
thereto under the p rov is ion s o f  S e c t io n  8., A ., 1., hereo f except in te rest_ in com e on 
ob lig a t io n s  o f the S ta te  o f  Oklahoma o r  p o l i t i c a l  sub d iv is ion s  thereo'f"and any " a llo ca tion s  o f  
net income perm itted "under"!Section 87~ Provided further", that" th e 'T ese rv e  fo r  bad debts
shall be included in th e  op tion a l t r a n s it io n a l deduction  provided in  Section  4 . o f th is
act.

?J y  ) SECTION 21 . IN LIEU TAX FOR STATE BANKS AND CREDIT UNIONS. A. *In l ie u  o f  the tax
levied by S e c tion  5 . o f th is  a c t ,  every bank o r  c r e d it  union organized under the laws o f
this s ta t e  s h a l l  pay annually to th is  s ta te  fo r  the p r iv ile g e  o f  doing business w ith in  
its limits, a tax accord ing t o , o r measured by, i t s  e n t ir e  net income fo r  i t s  tax ab le  
year at the ra te  o f  fou r  percent (4% ) o f  the amount o f the net income as here in  p rov ided .

B. The tax  le v ie d  by th is  s e c t ion  s h a l l  be ex c lu s iv e  and in l ie u  o f taxes on the
.. shares of s to ck  o r  personal p roperty  o f any such bank o r  c r e d it  union su b je c t to  tax a tion

under t h i s  s e c t io n , except o rg an iza tion  fees and taxes imposed by the banking laws in the  
case of banks. Nothing in th is  s e c tion  s h a ll be construed to exempt the real property  o f  

. any such taxpayer from tax a tion  to  the same ex ten t, accord ing  to i t s  value, as o th e r  real 
property i s  taxed .

C. • Any tax  lev ied  under th is  s e c t ion  s h a l l  accrue on the la s t  day o f  the tax ab le  
year and be payable as provided in S ec tion  25 o f  t h is  a c t .  The a c c ru a l o f such tax  fo r  
the f i r s t  taxab le  year to  which th is  a c t appLies s h a l l  apply notw ithstanding the  p r io r  
a cc ru a l o f  a tax in the same tax ab le  year based upon the net income o f  the next preced ing

. taxable yea r ; p rov ided , however, any a d d it io n a l deduction  inuring  to  the b en e fit o f the
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mutual savings bank, and financial, centrally 
assessed, manufacturing, mercantile or busi­
ness corporation subject to the tar-: imposed 
by this chapter.

(17) “Taxable year” means the calendar 
year, cr the fiscal year ending during cuch 
calendar year, upon the basis of which the 
net income is computed under this chapter. 
“Taxable year” includes, in the case of a 
return made for a fractional part of a year, 
the period for which such return is made. 
The first taxable year, to be called tlie tax­
able year 1920, shail be the calendar year 
1929.

(IS ) As used in 317.073, 317.078, 317.197, 
317.199 and 317.2C9, “domestic insurer” has 
the meaning defined by subsection (1) of 
ORS 731.032 and subsections (1) and (2) of 
ORS 731.142 but does not include title Insur­
ers or health care service contractors operat­
ing pursuant to 01 IS chapter 750.[Amended by 1953 c..*iss §9, iSJo'J e.tj.Ji $1; 1963 e.571 §1; subsection (13) enacted as 1903 c.200 §2]

S17.015 [Rc-pealed by 1G57 c.632 '1 (ORS 314.075 and 314.0S0 enacted in lieu of ORS 316.025, 316.030,317.015 and 317.020)]
317.01G “Regulated investment com­

pany” defined; subject to provisions of fed­
eral law. (1) As used in this chapter, “reg­
ulated investment comp; ny“ means a eorcv- 
ration which is recogrhacu by (he federal In- 
ternal Revenue Service as a regulated invest­
ment company within the provisions of the 
Internal Revenue Code (1951), section 851.

(2) For the purposes of this chapter, a 
regulated investment company in Oregon is 
subject to the definitions, limitations, re­
quirements and rules found in the federal 
Internal Revenue Cede (1954), sections 851 
to 855, and federal regulations promulgated 
in connection therewith.

(3) Any reference in ORS 317.016 and 
317.156 to the Internal Revenue Code of the 
United States and to regulations promulgated 
thereunder means the federal Internal Rev­
enue Code of 1S54 and amendments thereto 
and pertinent regulations thereunder in effect 
on December 31, 1966.[1967 c.274 §§2, 3.5]

317.020 [Repealed by 1S57 c.632 $1 (ORS 314.075 and 314.0S0 enacted in lieu of ORS 316.025, 316.030,317.015 and 317.020)]
317.025 emission cf previously enacted 

savings clauses not intended as repeal. The 
omission from the Oregon Revised Statutes 
of those statutes which were part of Acts 
amending the statutes that constitute tire 
source of this chapter and which provided

savings clauses for the statutes amended, is 
not intended as a repeal of them. Such 
utc3 shall, in so far as they are applicable, 
continue to be so applicable.

«•* r1 .5 0 License xcss f.co rc-nea’ou. Noth­
ing in this chapter shail be construed to 
repeal the present capital stock t? or 
amiusl corporation license fee otherwise pro­
vided for by law.

S17.C85 Effect of gTirirequent repeal of 
el.T.-itcT. In the event of repeal of this chan, 
ter, unless otherwise specifically provided in 
the repeal, this chapter shall remain in fuil 
force for the assessment, imposition and col­
lection of the tax and all interest, penalty 
or forfeitures which have accrued or may 
accrue in relation to any such tax for the 
calendar year in which tlie tax is repealed.

U & Q S m m  G ?  TA X ; OFFSET  
TAXAGAINST

2I7.G55 Tax on national banking as­
sociations and production credit associations. 
Every n ation a l banking association end 
every production credit association organ­
ised under federal statute and not exempt 
from taxation by federal law located within 
the limits of this slate shell way ru-nur-llv 
to die state an excise Lax according to or 
measured by its net income, to be computed, 
in the manner provided by this chapter at 
the rate of eight percent.[Amended by 1937 c.607 §1; subsection (2) of J9-I Replacement Part derived from 1957 c.'307 §11 ar.d 1957 (s.s.) c.5 §1; 1953 c.571 §2]

3X7.029 Tax on state batiks and finan­
cial institutions. Every bank, other than .a 
national banking association, and every fi­
nancial corporation, building and loan asso­
ciation, savings and loan association airi 
mutual savhigs bank, located within the 
limits of this state, shall annually pay to the 
state, for the privilege of carrying on or do­
ing of business by it within this state, an 
excise tax according to or measured by h-i 
net income to be computed in the manner 
provided by this chapter at the rate of eigftt
percent.■fTW.iencIed by 1957 c.607 §2: subsection (2) of 136J Replacement Parc derived from 1957 c.607 §11 ar... 1957(s.s.) c.5 §1; 1983 c.571 §3]

S17.C25 Taxes referred to in ORS 
317.C-55 and 317.CS0 in lieu of all taxes ex­
cept taxes on real property. The tax refer­
red to in ORS 317.055 and 317.060 is i.'j 
lieu of all other state, county and municip- 1
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-M r v  R ob e rt M y e rs  
A ttorney - a t L aw - 

.1 0 1 6  O re g on  Bank  Bu ild ing  
P o r t la n d '4 ;~  O regon

.Re: In com e on  Bond In te re s t U n d er 
ORS 2 8 6 .0 7 0  (LS 7 252 )__________

. D e an .M p * -M y e rs :

M r . C a r l i s le  B . R ob e r ts , C h ie f  C o u n s e l o f  the Law  S e c t io n  o f th e  
O re g on  S ta te  T ax  C orn rn iss io ruhas re fe rred  to  t ie  fo r  an sv ;e r y cu r te lephon e  
Q u e s t io n  to  h im  a s  to  w he th e r o r n ot in te re s t  r e c e iv e d  by  a c o rp o ra tio n  on 
a c c o u n t  o f  s ta te  o f O regon  bonds is s u e d  a fte r  iviay 2 4 ,  1 9 5 1 , w ou ld  be 
s u b je c t  t o  tlie  m easu re  o f  ta x  under ORS 3 1 7 , w h ic h  c h a p te r  im p o se s  upon  
c e r t a in  c o rp o ra t io n s  a ta x  for the  p r iv ileg e  o f  ca rry in g  on  o r  do ing  b u s in e s s  
b y  i t  w ith in  th e  S ta te  o f  O regon  w h ich  ta x  i s  a c co rd in g  to  c r  m easu red  by the  
n e t in com e  o f the c o rp o ra t io n .

ORS 3 1 7 .1 0 5 ( 4 )  p ro v id e s  tha' in  arriv ing  a t  g ro s s  in com e fo r  the  
c o r p o r a t io n , th e re  s h a l l  be in c lu d e d  "a ll in te re s t  r e c e iv e d  on  b o n d s , s e c v U i o  
o r  o th e r  e v id e n c e  o f in d e b te d n e s s . . .  and a l l  o th e r  in com e from  m oney o r 
. c r e d i t s ."

■<$ • $ &
A
•V \

A s y ou  undoub ted ly  kn ow , the  S ta te  o f  O regon  h a s  been  requ ir in g  tlie  
in c lu s io n  o f  in te re s t  on  fe d e ra l governm ent b on ds in  tlie  com pute tion  o f g ro ss  
in c o m e . T h is  i s  s o  even  th ough  31 U SC A  § 7 4 2  p ro v id e s  a s  fo l lo w s :

"E x cep t a s  o th e rw is e  p rov id ed  by  la w , a l l  s t o c k s ,  b o n d s ,
• t r e a s u ry  n o t e s , and a l l  o th e r  o b l ig a t io n s  o f th e  U n ite d  S ta te s  

s h a l l  b e  exem pt from  ta x a tio n  by  o r under s ta te  o r m un ic ip a l or 
l o c a l  a u th o r ity . T h is  exem ption  ex ten d s  to  ev e ry  form  o f  tax a tion  
t h a t  w ou ld  requ ire  th a t e ith e r  the  o b l ig a t io n s  o r th e  in te re s t  th e re ­
o n ,  o r b o th , be c o n s id e r e d , d ire c t ly  o r  in d ir e c t ly , in  th e  com pu ­
t a t io n  o f  tlie  t a x , e x c e p t  n on d isc r im in a tc ry  f ra n ch is e  o r  o th e r  n o n - 
p ro p e rty  ta x e s  u n h id  a u  th e re o f im p o se d  on  c o rp o ra t io n s  and  
e x c e p t  e s ta te  ta x e s  o r  in h e r ita n ce  t a x e s . "



M r .  Robert Myers - 2- June 24, 1964

The  last: sen ten ce  o f  th is  s ta tu te  w as  added  by C on g re ss  in  1 2 5 9 , t o  
c la r i f y  a  s itu a t io n  w h ich  a ro s e  in  on e  s t a t e , w hereby  th a t s ta te  ev id en tly  
r e q u ire d  th e  rep ortin g  o f  in te re s t on fed e ra l bond in te re s t on  in d iv id u a l retu rn s  
in  th e  com pu ta tion  o f g ro s s  in com e , then  a llow ed  a  d ed u c tion  fo r  it  in  a rriv ing  
a t  th e  n e t in com e  w ith  tire r e s u lt  th a t the  tax p ay e r w as pu t in  a h ig h e r ta x  
b r a c k e t . I  p o in t th is  f a c t  ou t on ly  to  in d ic a te  th a t p r io r  to  1 9 5 9  there  w a s  no 
e x p r e s s  s ta tu to ry  au th o r ity  fo r  s ta te s  to  tak e  in to  c o n s id e ra t io n  fe d e ra l bond  
In te r e s t  in  com pu ting  a  f ra n ch is e  tare on a c o rp o ra t io n . N o tw ith s tan d in g  t ills  
f a c t ,  th e  U n ite d  S ta te s  Suprem e C ou rt h a s  lon g  h e ld  th a t s in ce  a f ra n ch is e  ta x  
I s  a  t a x  on  tlie  p r iv ile g e  o f carry ing  on  b u s in e s s  w ith in  th e  s t a t e , and  is  n o t a  
t a x  on  in com e  a s  s u c h , a  s ta te  w ou ld  be fu l ly  ju s t i f i e d  in  in c lu d in g  fe d e ra l 
bond  In te re s t  in  arriv ing  a t a  f ig u re , a  c e r ta in  p e rcen tag e  o f  w h ic h  w ou ld  bo  
th e  m ea su re  o f  the tar: fo r  th e  p r iv ile g e  o f ca rry ing  on b u s in e s s  w ith in  tho  
s t a t e .  P e o p le  v .  H om o In su ran ce  Cornnany , 1 3 4  U S  5 9 4 .

ORS 2 8 6 .0 7 0  r e a d s :
i"Tho in te re s t  o f  a l l  b e n d s , in c lu d in g  re fund ing  b o n d s , o f  th e  

S ta te  o f O regon  is s u e d  a fte r  M a y  2 4 ,  1 9 6 1 , s h a l l  b e  exem pt from  
ta x a t io n  b y  th e  S ta te  o f O r e g o n ." ^

. W e  c a n  s e e  no lo g ic a l  re a s o n s  to con s tru e  th e  O regon  s ta tu te  any  
d if fe re n t w ay  th an  the  U n ite d  S ta le s  Suprem e C ou rt h a s  c on s tru ed  the  fe d e ra l 
s ta tu te  w ith  reg ard  to  fe d e ra l le n d  in te r e s t . T h a t i s ,  th a t the in c lu s io n  c f  
O re g on  bond  in te re s t  in  th e  m easure  o f  in com e o f  c o rp o ra tio n s  under ORS ch a p te r  
3 1 7  w o u ld  n ot be tax a tion  o f tlie  in te re s t  on  tlie  bond a s  s u c h , but w ou ld  on ly  be  
u s e d  in  th e  m easu re  o f  in c om e , a c e r ta in  p e rcen tag e  w h ich  w ou ld  be tax ed  fo r  
th e  p r iv ile g e  o f  th e  co rp o ra tio n  do ing  b u s in e s s  w ith in  the  s t a t e .

A c co rd in g ly , v/e a re  o f  th e  op in ion  th a t  in te re s t r e c e iv e d  b y  a  co rp o ­
r a t io n  on  a c c o u n t  o f  tlie  S ta te  o f O regon  bonds is s u e d  a fte r  M a y  2 4 ,  1 9 6 1 ,  
w ou ld  b e  s u b je c t  to  tho  m easu re  o f  ta x  under ORS 3 1 7 .

V ery tru ly  y o u r s ,

D C S /m l m

D on a ld  C .  Seym our  
Attorney
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213 TAXATION OF BANKS 44-14r2
SECTION. ' SECTION.44-14-23. Information confidential — 44-14-31. Examination of books andTypes of disclosure author- -witnesses,ized. 44-14-32. Penalty for violations by44-14-24. Power to summon witnesses. banks.44-14-25. Service of summons. 44-14-33. Penalty for violations by in-44-14-26. Enforcement of summons. dividuals.44-14-27. Determination of tax without 41-14-34. Penalty for failure to file rc- return. turn.44-14-28. Pecuniary penalty for failure 4-1-14-35. Hearing on application by to file report. bank.44-14-29. Pecuniary penalty for false 44-14-36. Judicial review.return. '44-14-37. Collection by writ of execu-44-14-30. Collection of pecuniary penal- . tion.ties. 44-14-38. Severability of provisions.

44-14-1. Short title .— This chapter may bo designated as the 
“Bank tax act of 1942.”
History of Section. Comparative Legislation.

P. L. 1942, ch. 1212, art. 7, §1; G. L. Taxation of banks:1956, §44-14-1. Conn.-Gen. Stat. 1958, §§ 12-213—12-242.Mass. Jjav/s Ann., ch. 63, §§ 1-19.
44-14-2. Definition of terms.— For the purposes of this chapter 
A- The term “banking institution” means every state bank, t n r t  

company, national banking association and loan and investment 
company, but shall not include a mutual savings bank, a credit union, 
or a building and loan association;

B . The term “ taxpayer” means any banking institution subject 
to any tax imposed by this chapter:

C. The term  “ adm inistrator” means the tax administrator in the 
department of administration appointed under the provisions of 
§44 -1 -1 ;

D . The term “ director” means the head of the department of ad­
ministration appointed under the provisions of § 42-11 -1 ;..

E . The term “ taxable year” means the calendar year in which 
the tax is payable;

F . The term “ income period” means the calendar year, or portion 
thereof, next preceding the taxable year;

G-. The term “ securities” includes, but shall not he lim ited to,
(1 ) shares of stock or certificates of beneficial interest, or rights 

to buy the same, of a corporation, joint-stock company, association, 
or business trust;

(2) bonds, debentures, notes, certificates, or other evidences of 
indebtedness of any individual, partnership, corporation, joint-stock  
company, association, or business trust (including those issued by



the United States government or any state, or political subdivision 
of e It Her, or issued by any foreign country or nation or political sub­
division thereof).
History of Section. ch> 2727, art. 1, § 3; G. L. 1956, § 44-14-• P. L. 1912, cli. 1212, art. 7, § 2; P. L. 2.1943, ch. 1341, § 1; impl. am. P. L. 1951,

44-14-3. Tax on state banks,— Each banking institution organized 
or incorporated under the laws of this state shall annually pay a 
tax or excise to the state for the privilege of existing as such dur­
ing any part of the taxable yeai\ Such tax shall be measured by

( 1) net income, as hereinafter defined, for the income period and 
shall be computed at the rate of seven per cent (7% ) of such net 
income, or ~ — —

( 2 ) "authorized capital stock as of the last day of the income 
period and shall be computed at the rate of two dollars fifty cents 
($2.50) fo?’ each ten thousand dollars ($10,000), or fractional part 
thereof, of such authorized capital stock;
■whichever measure shall yield the greater amount of tax.
History of Section. p. L. 1953, ch. 17, art. 2, § 1; P. L. 1959,

P. L. 1942, ch. 1.712, art. 7, 5 3; P. L. ch. 169, art. 1, § 1; P. L. I960, ch. (55, art. 1943, ch. 1311, §2; G. L. 1956, §4-1-14-3; 1, §1; P. L. 19C3, ch. 2G3, art. 6, §1.

44-14-4. Tax on national banks.— Each national banking associa­
tion located within the limits of this state shall annually pay to the 
state a tax according to or measured by its net income, as herein­
after defined, which tax shall be computed at the rate of seven per 
cent ( 7 /o ).
History of Section. Cross-Reference.

P. L. 1942, ch. 1212, art. 7, § 3; P. I/. Stock in national hank outside state 1943, ch. 1341, §2; G. L. 1956, §44-14-1; owned by resident, taxation, §44-4-16.P. L. 1958, ch. 17, art. 2, § 1; P. L. 1959,ch. 169, art. 1, § 1; T. L. 1360, c h .  66, art. Collateral Reference.
1, § 1; P. L. 19G8, ch. 263, art. C, § 1. Discrimination in state taxation of/ national banks or national bank shaves.59 A. L. R. 10; 81 A. L. R. 502; 87 A. L. R. 846.

44-14-3 TAXATION - 214

44-14-5. Minimum tax.— The tax imposed upon any banking 
institution or national banking association under §§44-14-3 and 
44-14-4 shall not be less than ten dollars ($10.00).
History of Sc clion.

P. L. 1942, ch. 1212, art. 7, § 3; P. L.1943, ch. 1311, § 2; G. L. 1953, §44-14-5.
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■ CHAPTER 7.
Income Ta.v on Banks.

§ 65"-401. “Banks” and “taxpayers” defined.—For the purpose of 
this chapter and unless otherwise required by the context, the words 
“ b a n k s ' and “ t a x p a y e r s , ”  whenever used in this chapter, shall mean 
any person engaged in a banking business, whether incorporated 
under the laws of this State, any other state or the United States 
or whether unincorporated, except cash depositories. (1952 Code 
§ 65-401; 1942 Code § 2676; 1937 (40) 565; 1938 (40) 1762.)

§ 65-402. Tax on income of banks. — A tax is imposed upon 
every bank engaged in business in the State which shall be levied, 
collected and paid annually with respect to the entire net income of 
the taxpayer doing a banking business within this State or from the 
sales or rentals of property within this State, computed at the rate 
of four and one half tier cent of the entire net income of such bank 
or taxpayer. (1952 Code § 65-402; 1942 Code § 2676; 1937 (40) 
565, 193S (40) 1 7 6 2 . )

Cross refe-'MJce.—As to bank notes 
and stock cempt from taxes, see 
S 65-1522.

§ 65-403. Tax in lieu of other taxes except on real property.— 
The income tax provided in this chapter shall be in lieu of all other 
taxes on banks, except taxes on real property. The real property 
of any such bank shall be taxed in the place where it mav be lo­
cated, the same as the real property of individuals. (1952 Code >5 
65-403; 1942 Code § 2676: 1937 (40) 565; 1938 (40; 1762.;

§"65-404. Enforcement, administration, liens, penalties, etc. — 
For the purpose of administration, enforcement, collection, liens, 
penalties and other similar provisions, all of the provisions of chap­
ter 5 of this Title that may be appropriate or applicable are adopted 
and made a part of this chapter for the enforcement and administra­
tion of this chapter. (1952 Code § 65-404; 1942 Code § 2676: 1937 
(40 ) 565; 193S (40) 1762.) :

§ 65-405. Payment of tax; distribution.—The taxes provided for 
in this chapter shall be paid to the Commission as is provided in 
§ 65-404 and the income tax paid under the provisions of this 
chapter shall be distributed among the general fund of the State, the 
county and the municipality in which the bank is located as follows:

1



(1 ) Ten per cent to tlie general fund of the State;
(2 ) Sixty per cent to the county; and
(3 ) Thirty per cent to the municipality in which the bank is 

located.
The revenue received from banks located outside of incorporated 

cities or towns shall be distributed as follows:
(1 ) Fort}' per cent to the general fund of the State; and
(2) Sixty per cent to the county.
The Commission shall draw warrants on the State Treasurer for 

such distribution on or before May fifteenth of each year and the 
State Treasurer shall honor such warrants.

For the purpose of and in the distribution of the taxes pdid under 
this chapter by a bank having one or more branches, each branch 
of the bank shall be deemed to have paid such portion of the entire 
tax as its deposits on January first of each taxable year bear to the 
total of the deposits of all branches, and the tax shall be distributed 
accordingly. (1952 Code § 65-405; 1942 Code § 2676; 1937 (40) 
565; 1938* (40) 1762.)

§ C5-40G. Invalidity. — In ca^e tlie first sentence of § 65-403 
should for any reason be declared to be invalid by a court of com­
petent jurisdiction, the provisions of s j 2603 through 2r</a. 26// 
and paragraphs (33), (34) and (53} of § 2578 of the Code of 
1942 shall be and remain in full force and eltect and the income tax 
provided in this chapter shall not be effective. (1952 Code § 65-406: 
1942 Code § 2676; 1937 (40) 565; 193S (40) 1762.)

CHAPTER S.
Income Tax on Building and Loan Associations.

§ 65-421. “Association” defined. — For the purpose of this sec­
tion, the word “association’' shall include building and loan associa­
tions, savings and loan associations. Federal savings and loan asso­
ciations, and cooperative banks, organized under the laws of this or 
any other State or the United States. Such banks as are taxable 
under the provisions of §§ 65-401 to 65-406 are not included. (1957 
(50) 404; 1960 (51 j 1779.)

§ 65-422. “Net income” defined. — The term "net income,’’ as 
used in this chapter, shall mean income after deducting all operating 
expenses, deductions allowed to other corporations, all.earnings paid 
to holders of savings or investment accounts, and any additions to

reserves which 
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'reserves which are required by law, regulation, or direction of 
appropriate supervisory agencies. No deductions irotrt income shall 
be allowed for any. additions to undivided profits or surplus accounts 
other than herein required, and for the purposes of this chapter, a 
state-organized association shall be allowed the same deductions for 
reserves, if actually set aside, as those allowed to Federally organ­
ized associations. (1957 (50; 404; 1960 (51) 1779.)

§ 65-423. Tax imposed; rate.—Every association located or doing 
business within this State shall pay an income tax measured by its 
net income from all sources, except for income from municipal, state 
or Federal bonds cr securities exempted bv iaw from such tax. The 
tax shall be equivalent to eight per cent t<; toe amount of the net 
income. (1957 (50) 4C4: 1960 (5 ‘ ) 1779.)

§ 65-424. Exemptions.—Associations shall be exempt from the 
provisions of this chapter during the first three years of their 
operation. The provisions of this chapter shall not apply to em­
ployees’ credit unions. (1957 (50) 404; 1960 (51) 17/9.)

§ 63-423. Tax to be in lieu of certain other taxes.—Tlie income 
tax provided in this chapter shall he in lieu of any and all other 
taxes on such associations, except use taxes and taxes on real pro­
perty. The real property of any such association shall be taxed in 
the place where it may be located, the same as the real propertv of 
individuals. (1957 t 50) 404; I960 (51) 1779.)

§ 63-426. Administration, enforcement, collection, liens, penal­
ties, etc.—For the purpose of administration, enforcement, collection, 
liens, penalties, and other similar provisions, all of the provisions of 
chapter 5 of this Title that may he appropriate or applicable are 
adopted and made a part of this chapter. ( 1S57 (50) 404; 1960 
(51) 1779.)

•

§ 65-427. Chapter to be administered by Commission; rules 
and regulations.—The income tax imposed by. this chapter shall be 
administered by the State Tax Commission. The Commission shall 
make such rules and regulations not inconsistent with law as may 
be required for the proper administration and enforcement of this 
chapter, and such rules and regulations shail have full force and 
effect of law. (1957 (50) 404; I960 (51) 1779.)

§ 65-428. Returns.—Returns with respect to the it:.-ome tax here­
in imposed shall be in such form as the Commission mar prescribe. 
Returns shall be filed with the Commission on or before the fit'-
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S O U T H  D A K O T AFra&cHss Tax c:i Remiss and /isasadal Corporatises
BIP0RTAI7T
Deductions Not Supported By Compieted Schedules Will Be Disallowed.
Instructions Page 6 Art 2S03, Regulations

For .Calendar Yea? 1 9
•

n r  F M  Y e ? 5* !•  v R i r , u t n  nr - 1 9 a n d  e n d e d ,  1 9 E s a m l a c d

( N a m e )
Small  L o a n  

U c '- z z P o J t c d

( A r i c r  CJ3) • ( £ i j >  C c C e )

N o .

( F e n  O . i i c i )  ( S t a l l ) ( C o u n t y )

Address of Principal Office in South Dakota--------------

Kind of Business________________________________Date of Incorporation.

Is  this a Subsidiary Corporation or parent to subsidiaries?—

-Under the Lav/s of What State?.
.If so, list names and addresses of all corporations

so related -------------------------------------------------------------------------------- ------------------------------------------
27. TOTAL DEDUCTIONS ---------- *— l«H«» (« th'e « : „ r n  thn inre.™ 2j

28. NET INCONE (Item 12 minus Item .27) O

AMOUNT OF INCOME $ ........ .............. ......... at tne rate of 5 %  97 TAX S____
MINIMUM ON ALL RETURNS.DELINQUENT RETURNS MUST INCLUDE IT  Tl'R MONTI-I INTEREST AMD cU PENALTY.
ATTACH REMIT TAMAN IAYAELE TO CGI .: IIS HOMER OS REVENUE, AND
MAIL TO DEPARTMENT OF REVENUE, PIERRE. S. DAK. WITHIN 99 DAYS OF CLOSE OF TAX YEAR.
DO NOT WRITE IN THIS SPACE. i-OR CASHIER'S VALIDATION.

•’ J
•

corporcludina true complete return, made in good faith, for the taxable year stated.pursuant to SDCL 10-iJ, and the rules and re'-S’i- tions thereunder.
Swom to and subscribed before me this— .day of.

NOTARIALSEAL (Signature cf officer administering oath) CORPCRAfW SEAL

... 19.
(President or other principal officer) (Stafe title)'

(Title)
• Para 1

Form No. SD P.ev MT 591 3M 6/70 Slate Publishing Co., Pierre

(Treasurer or Assistant Treasurer) (State title)"



instructions ror: flling franchiss tax returns
E S S T K C C T I 0 N 3  1  T O  2 9  C O F . I t E I P O N D  T O T H  1 T " : U  O X  P A G E  i .

C O M P L E f E  S T A T E M E N T  O N  T A G S  3  S 1 I O T O N C  T A X  O F  1 ’ A I I E N T  A N D  B R A N C H  O F F I C E S .

A R T .  2 8 0 3 . D E D U C T I O N S  N O T  S U P P O R T E D  B Y  C O M P L E T E D  S C H E D U L E S  W I L L  N O T  E E  A L L O W E D .

( 1 )  I n t e r e s t  o n  3 n i ! :  D e p o t  H r ,  L r a n . - i  c u d  I - ' e o v r l t r .  E n t e r  a s  I t e m  1  n i l  I n t e r e s t  r e c e i v e d  d u r i n g  t h e  t a x a b l e  v . ; a r  o n  l o a n s ,  b a n k  d e p o s i t s ,  
n o t e c .  i n o r t g a g - . - a ,  b o n d ; ,  s t o c k s ,  e t c ,  I n c l u d e  I m - r e s t  u p n p . t h e  o b l i g a t i o n s  o f  t h e  U n i t e d  S t a t e s ,  I t s  s u b t i l v l s l c r r ,  p o s s e s s i o n s ,  a g e n c i e s  o r  i n s t r u -  
m e n t a l i t i e s ,  S D C L  1 0 - 1 3 ,  1 0 - 3 3 - 7 ,  1 0 - 1 G - S .—    ---------------------------------------   ■----------

l l )  R e n t e  a n d  R o y a l t i e s  f r o m  I ’ r u y s r t y ,  E n t e r  a 3  I t e m  2 t i l e  g r o s s  a m o u n t  r e c e i v e d  t o r  r e n t  o r  r o y a l t y  f r o m  t a n g i b l e  p e r s o n a l  p r o p e r t y .  D o -  
d u c t l o n a  c l a i m e d  l o r  r e p a i r s ,  i n t e r e s t ,  t a x e s ,  d e p r e c i a t i o n  c a n  o t h e r  e x p e n s e s  s h o u l d  l i e  I n c l u d e d  I n  I t e m s  1 5 ,  1 6 ,  1 8 ,  a n d  2 0 .

( 3 )  I n s u r a n c o  C o n i t u i . - s i o n s .  E n t e r  a s  I t e m  3  t h e  g r o s s  a m o u n t  o f  I n s u r a n c e  c o m m i s s i o n s  a n d  f e e s .

( 4 )  Dividends. E n t e r  a a  I t e m  4 a l l  d l v i d c i . d a  r e c e i v e d  d u r i n g  t h o  t a x a b l e  p e r i o d ,  w h e t h e r  r e c e i v e d  I n  e i t s h  o r  in p r o p e r t y ,  f r o m  a n y  c o r p o r ­
a t i o n  w h e r e v e r  l o c a t e d .  S t o c k  d i v i d e n d s  a r e  n o t  t a x a b l e  w h e n  r e c e i v e d .  L i q u i d a t i n g  u l v i d e n d s  s h o u l d  b e  r e g a r d e d  a i  r e c o v e r y  o f  t h e
s t o c k h o l d e r ' s  I n v e s t m e n t  l a  h i s  s t u c k  u n t i l  t h e  d i s t r i b u t c o  s h a l l  h a v e  r e c e i v e d  a n  a m o u n t  i n  e x c e s s  o f  t h e  a p p l i c a b l e  l o t a  o r  g a i n  b a s i s  o f
t h e  s t o c k  In r e s p e c t  t o  w h i c h  t h a  d i s t r i b u t i o n  I s  r e c e i v e d .

( 5 )  P r o f i t  o r  I . n .w  f r o m  S a l e  o f  S t o c k s  n a i l  H u r d - * .  E n t e r  a a  I t e m  5 t h e  p r o f i t  o r  l o s s  f r o m  t h e  s a l e  o f  s t o c k s  a n d  b o n d s  d u r i n g  t h e  t a x a b l e
y e a r .  F u l l  d o t a l !  m u s t  b e  g i v e n  i n  S c h e d u l e  ( A )  o n  p a g e  5 .  E a t e r  l o s s  I n  r e d  f i g u r e s .

I t)  R e c o v e r i e s  o l  R a d  D a h i a .  E n t e r  p . c  I t e m  6 t h e  a m o u n t  o f  b a d  d e b t s  r e c o v e r e d  d u r i n g  t h e  t a x a h l c  y e a r  w h i c h  o r i g i n a t e d  s u b s e q u e n t  t o  
J a n u a r y  1 ,  l ! ) 3 J .  a n d  w e r e  c h a r g e d  o f f  a n d  t a k e r ,  a s  a  d e d u c t i o n  o n  p r i c r  !• r r .n c h l . - e  T a x  R e t u r n s .  A t t a c h  I t c m i r e d  s c h c t i u i o .  F . e c s v c r l - s  c l  
b a d  d e b t s  w h i c h  w e r e  c h a r g e d  c U p r i o r  t o  J a n u a r y  1 ,  1 9 2 9 ,  o r e  w o t  t o  b o  I n c l u d e d ,  b u t  m u s t  b e  s h o w n  a s  n o a - t a x a h i e  i n c o m a  h r  S c h e d u l e  ( i i )  o n  
p a g e  3 .

(7) to (11) O t h e r  I n c o m e .  E n t e r  u n d e r  I t e m s  7 t o  11 all o t h e r  I n c o m e  f o r  w h i c h  n o  s p a c e  h a s  b e e n  p r o v i d e d  I n  the R e t u r n ,  and recalved during t h o  t a x a b l e  y e a r .  T h i s  s h o u l d  I r c l u d o  U o a t  c h a r g e s ,  e x c h a n g e ,  c o m m i s s i o n s ,  e t c .

) T o t a l  G r o s s  I n c o m e .  E n t e r  o s  I t e m  1 2  t b s  t c t a l  a m o u n t  o f  I t e m s  1  t o  1 1  i n a i i u l r a .

13) C o m p e n s a t i o n  o f  O f f i c e r * .  E n t e r  a n  I t e m  1 3  t h o  c o m p e n s a t i o n  o f  a l l  o f f i c o r s ,  I n  w h a t e v e r  f o r m  p a i d  a n d  f i l l  I n  S c h e d u l e  ( b )  g i v i n g  t h e  
I n f o r m a t i o n  r e q u e s t e d .  I n c l u d e  o f f i c e r s  a n d  d i r e c t o r s  o n l y .

1 4 )  E e n f ,  E a t e r  a s  I t e m  1 1  r e n t  p a i d  f o r  b u s i n e s s  p r o p e r t y  I n  w h i c h  t h e  c o r p o r a t i o n  h a s  n o  e q u l l y .

16) R e p a i r s .  E n t e r  a s  I t e m  1 5  t h e  c y s t  o l  I n c i d e n t a l  r e p a i r s  I n c l u d i n g  l a b o r  a n d  o t h e r  I t e m s  w h i c h  d o  n o t  a d d  t o  t h e  v a l u e  o r  a p p r e c i a b l y
p r o l o n g  t h e  l i f e  o f  t h e  p r o p e r t y .  E n t e r  a s  s a l '  t i t s  a n d  w a g t o  t h e  c o m p e n s a t i o n  d u r i n g  t h e  p e r i o d  c o v e r e d  b y  t h i s  R e t u r n  t o  p o n t o n s
e m p l o y e d  d i r e c t l y  I n  c o n n e c t i o n  w i t h  t h e s e  i n c i d e n t a l  r e p a i r s  r .<  s h o w n  I n  S c h e d u l e  t C ) .  E x p e n d i t u r e s  f o r  a n y  b u l . d k . m a c h i n e r y ,  
e q u i p m e n t ,  f i x t u r e s  o r  f o r  ■ . n - . r . v n t  I n v . i o y o r  b s t t e : r n - r . t s  w h i c h  i r . c r e a ^ c -  t h e  v a l u e  o f  t h e  p r o p e r l y  a r e  c h . a t g e a b l o  t o  c a p i t a l  
a c c o u n t  a r , u  s u b j e c t  t o  s i r s . ! .  L a s  d  i r . r c c l . - . t l p a  f o r  t i  e  l i i s  o f  t h e  r - r o p c v t y .

36 ) I n t ' - r e M ,  E n t e r  s t r  I t - .- t r  1 6  I r . : : r : . - t  ; i " ! '  c n  b t . f l a n s . -  I n O c b ' . - . ’ r. I ' c r c l  - r , c r . " ■ ' r a t i o n s  w h o s e  d i v i d e r  I :  a n d  l 7 ' * - - r v t  I “ . c o m  f « T ' a  — • 
a  d o m i c i l e  c u ' - M g *  o f  c - j u t i .  D ' k o t a  c i y  d . d u o t  o n l y  t i  - ' t  a m o u n t  o f  I r . ' . e i c i t  e x p e i m  v u i c h  i s  i n  c t r c ^ i c  o f  t h e  t o t a l  a m o u n t  c f  t i . v i d s n f  
a n d  I n t e r e s t  I n c o m e .

17) A m o r t i s a t i o n  o f  R c u d  P r e m i u m .  E n t e r  a s  I t e m  1 7  t h o  a m o u n t  o f  b o n d  p r e m i u m  d e d u c t i b l e  a s  e x p l a i n e d  c n  b o t t o m  o f  r t ~ J  5 .

I I )  T a x e s ,  E n t e r  a s  I t e m  I S  t o n e s  p a i d  o r  a c c r u e d  w i t h i n  t h e  I n c o m e  y o n r .  I m p o s e d  b y  t h e  U n i t e d  b ' t n i a a  o r  a n y  o f  I t s  n o . s p s s s l o n n ,  b y  a n y
S t n t o ,  t e r r i t o r y  o r  t h e  D i s t r i c t  o f  C o l u m b i a ;  e x c e p t  I n h e r i t a n c e  t a x e s ,  a n d  E X C E P T  T H E  F K A X C I S E  T A X  I M P O S E D  B Y  T H I S  C H . 1 T T —R  a n d
t a x e s  a s s e s s e d  f o r  l o c a l  b e n e f i t  o f  a  k i n d  I n t e n d i n g  t o  I n c r e a s e  t h o  v a l u e  o f  t h e  p r o p e r t y  a s s e s s e d .

P R O V I D E D ;  O n  t a x e s  p a i d  o u t s i d e  t h e  S t a t e  c f  S o u t h  D a k o t a  o n l y  s u c h  t a x e s  a a  a r e  p a i d  o n  p r o p e r t y ,  o r  o n  m o n e y s  a n d  c r e d i t s ,
t h e  I n c o m e  f r o m  w h i c h  I s  t a x a b l e  u n d e r  t h i s  c h a p t e r ,  m a y  b e  d e d u c t e d .

F e d e r a l  I n c o m e  t a x ,  o n  b u s i n e s s  w i t h i n  a n d  w i t h o u t  S o u t h  D a k o t a ,  m a y  b o  d e d u c t e d  o n  a  r a t i o  o f  S o u t h  D a k o t a  I n c o m e  t o  t o t a l  I n ­
c o m e .

I m p o r t  o r  t a r i f f  d u t i e s  p a i d  t o  t h e  p r o p e r  c u s t o m  o f f i c e r s  r .r .3  I ' t j a l o e r n ,  l i c e n s e ,  p r i v i l e g e ,  e x c i s e  p .n d  s t a m p  t a x e s ,  p a i d  t o  t h o  I n t e r n a l  revenue c o l l e c t o r s  a n d  s i m i l a r  t a x e s  p a i d  t o  t h e  S l a t e  o f  S o u t h  D a k o t a ,  a r e  d e d u c t l r d e  t . s  t a x e s ,  p r o v i d e d  t h e y  a r c  n o t  r , t i d e d  t o  o r  m a d e  
p a r t  o f  t h e  e x p e n s e : :  o f  t h e  b u s i n e s s  o r  t h e  c o s t  o f  a r t i c l e s  o r  m e r c h n n d l s o  w i t h  r e s p e c t  t o  w h i c h  t h e y  a r c  p a i d .  I n  w h i c h  c a s e  t h e y  c a n ­
n o t  b e  s e p a r a t e l y  d e d u c t e d .

1 9 )  B a d  D e I D - .  S c h e d u l e  ( 3 ) .  E n t e r  c r . I t e m  13  d e b t s  w h i c h  b a r s  b : : n  d e f i n i t e l y  d e t e r n f i n c . i  t o  h e  w o r t h i e r ; *  c r . d  c h a r g e d  o f f  d i e - L > g  t h e  t a e :  y e a r .  N o  d e ­
d u c t i o n  m a y  u e  i .- .V .o t i  i o r  o - ' d  u e l n . -  w h i c h  v e r s  c o a . r r . c t v a  p r i o r  t o  J a n u a r y  1 ,  n o r  f o r  i- i d  d e b t ; - ,  v c l - r h  a n n o  t r o r n  t r a .M .g . c t l o n a  X: n
d i r e c t l y  c o n n e c t e d  • . r l l i i  t h e  t a x p a y e r ' . *  b U a i ' . u s c .  S u c h  I t e n i a  m u s t  h e  s h o w n  c s  u r . r .M o ' . v a b l c  d e d u c t ! j r . s  I n  S c h e d u l e  t i e )  o n  p a g e  3 . 
R e a l  e s t a t e  o r  p e r s o n a l  p r o p e r t y  o b t a i n e d  t h r o u g h  m o r t g a g e  f u r u c l o s u r e  a r e  c o n r - a l c r e d  t o  o o  m e r e l y  a  e t c ?  l a  t h e  c o l l e c t i o n  o f  a  d e b t  
a n d  g a i n s  o r  t o s s e s  a r i s i n g  t h e r e f r o m  a s s u m e  t h e  s a m e  s t a t u s  c s  t h e  o r i g i n a l  d e b t .  N o  b a d  d e b t s  r e s e r v e  c a n  b e  u s e d .  A G R ,  1 9 1 7 - 1 5 ;  S 3 3 .

2 0 )  D e p r e c i a t i o n .  S t r a i g h t  l i n e  o n l y .  E n t e r  c s  I t e m  2 0  t h e  a m o u n t  o f  d e d u c t i b l e  d e p r e c i a t i o n  r . s  s h o w n  b y  S c h e d u l e  ( D .  A  r e a s o n a b l e  a l l o w a n c e  f o r  t h e  
d e p r e c i a t i o n ,  e x h a u s t i o n ,  w e a r  a n d  t e a r  a n d  o b s o l e s c e n c e  o E  p r o p e r t y  u s e d  i n  t r a d e  o r  b u s i n e s s  w i l l  b e  c o m p u t e d  o n  t r .u  b a s i s  o f  t h e  c o s t  
o f  a u c b  p r o p e r t y ,  e x c e p t  w h e r e  t h e  p r o p e r t y  w a s  a c q u i r e d  p r i o r  t o  J a n u a r y  1 ,  l l O .  i n  w h i c h  c a s e  t h e  b a s i s  w i l l  b o  t h o  c o s t  l e u a  r e a s o n -



28 (7-71) STATE OF TENNESSEE DEPARTMENT OF REVENUE 
F R A N C H IS E  A N D  E X C ISE  TA X  R U L E S  AN D  R E G U LA T IO N S

Promulgated Pursuant to Sections 67-2721 and 67-2019, Tennessee Code Annotated■* - o  --- ---«— iu;.. aiiv tM-ciae tax WUI xlOt oeret to proration. The franchise tax will be prorated to cover the proportionate part of the year covered by the return.
10. SURRENDER 0? CHARTER OP. WITHDRAWAL —When surrender of charter or withdrawal from the State of Tennessee is desired, intention must be expressed to the Secretary or State or to this department by the filing of proper application for surrender or withdrawal.upon the filing of proper returns and payment nt ail corporation taxes to such cats of application whether or not actively engaged in bi’.si- ft certificate will be issued by this department to the Secretary cf State acknowledging the right of the corporation to surrender or withdraw.
A corporation will be required to file a return cr returns, as the esse may be, based on all fiscal closings. The excise tax will bo based on all araings of the corporation and wili not be subject to prcration. The franchise tax will be prorated according to the proportionate part of ear covered by each return. The proper measure of the franchise tax will be determined by using the closing near date cf surrender, with­al or a closing associated with cr immediately preceding merger, liquidation or consolidation. In all cases corporations must submit sched- 
f liquidation, distribution or disposition o? al! assets.
11. DIVIDENDS PAID TO RESIDENTS O? TENNESSEE — Dividends paid, accrued cr credited to residents of Tennessee during the last dar year shall be reported cn forms prescribed by the department, as required by Section 67-2313, T.C.A.
12. REAL AND TANGIBLE PERSONAL PROPERTY — In Schedule I, Page 3 of the return, the value of both real and tangible persons! rty including inventories, leaseholds and leasehold improvements located in Tennessee and the value of such properties located every-should be shown less depreciation, amortisation and depletion reserves determined according to good accounting practice.
13.- FEDERAL INCOME REVISIONS — All federal income revisions must be shown in Schedule K of Page 3 of the return under the section d "Federal Income F.i visions." If there have been no adjustments, the word “none" shall be inserted in this space. If proposed adjustments not been accepted full particulars must be made known.
14. TREA.SUP.Y STOCK — In determining capital stoek issued and outstanding as required on Page 1 at Line 1, A, treasury stock shall not ducted.
15. INDEBTEDNESS — ADEQUACY OF CAPITAL — Toe amount of indebtedness to be included or: Line 1, C. of Page 1 of the return shall ceed the greater cf the following amounts: (1) Fxcass of indebtedness over quid: assets (cash, receivables, marketable investments). (2) of capita! assets (ror ending baisncc sh-et of return) over ret worth (including surplus reserves). If quick assets exceed ir.debtedr.»s;et worth exceeds capital assets, the capital is adequate and no part of such indebtedness need be included. If capital is inadequate a sched- determlnat.ion must accompany return.
16. RESERVES — A.li reserves and allocations of surplus which do net rop-e-vent definite and accrued legal liabilities or proper reductions t recounts must be in eluded at Line i, D. Page 1, in determining the ncf jure c: the franchise tax. This shall include tile entire r:wrv:sd debts as permitted under tho Jcdcrai I—.wj-.Vi Revenue Cedes Unrealised profits resulting from installment sales from p-t-rscua! tnrrv’.j *ty must be included as a par,, of surplus but the federal taxes that would be due on the reserve account alone, in the reported year, may be ted.
17. GROSS PREMIUMS TAX — As the gro-s premiums tax paid may be used as a direct credit against the total frenchise-excise tax, it be used as an expense in computation of the excise tax base.
18. DEPLETION — No depletion or amortization expense will be allowed as a deduction against earnings or surplus unless tho taxpayer title to or a lease cn the property being depleted or amortized, and such interest is represented by a capital expenditure carried on the and records of such corporation. A.nnuri depletion or amortisation, when allcwablo, must be computed according to the prorata life of the ~t being depleted or accord nig to an approved method based on unit cose depletion. In no event will depletion or amortization be allowed d the actual recovery of cost.
19. CAPITAL GAINS AND LCS3ES — The entire anour.* of capita! gains r-r.d losses must be considered in the fiscal period in which such or losses occur: provided, however, there will he r.o recognition cf gain if property is compulsorily or involuntarily converted as a result destruction in whole or ir. part, theft, seizure. or requisition or condemnation or threat or imminence thereof to tho extent that proceeds Lem are applied toward the purchase c: similar property within eighteen months and newly acquired property is assigned the same burls -perty originally held. •
20. TAXABLE INCOME — .All income, regardless of nature or source (including ail interest and dividends from federal, state, county,*"} ipal and other securities except tho-e cf ti e State cf Tennessee r.r.d its pc’i'.ictl subdivision::) must be- included in the measure of the : <r~ S oreign corporations m: y d.zrhtst r.ontygor.ionablo income rs hereinafter described (see Rule 21), but there can be no nonapporiicnabis \for domestic corporations.
21. NONAPPORTIONABLE INCOME— For foreign corporations p.onapportionable income is that income derived from sources or property ie of Tennessee and unrelated to Tennessee o; stations, as determined by the commissioner, and may be deducted in arriving at net earn-r excise tax purposes. Such deductions wji! be net, after related expenses, and all property, costs, sales or receipts ir. connection therewith j  excluded in the determination of ratio.- in Form F.E.T. 13. foreign corporations whose cornmorcml domicile is Tennessee may deduct only ■-womc as is derived from unrelated real cr tangible personal prcyo- ty outside of Tennessee.



67-2701
i

TAXES AND LICENSES 90 91 excise

A. There shall be excluded from "net earnings” dividends received 
from any other corporation paying excise tax under the provisions of 
this chapter where such other corporation is a wholly owned subsidiary 
of the taxpayer.

B . All entities enumerated hereinabove and taxable under this sec­
tion may carry their current year’s losses forward two (2) years in 
computing net earnings subject to said tax.

C. There shall be excluded from "net earnings” any income derived 
from bonds or other such obligations of the state of Tennessee, its in­
strumentalities or political subdivisions, including but not limited to 
counties, municipalities, utility districts, school districts and public 
authorities.

D. There shall be excluded from "net earnings” of any organization 
or trust which qualifies as either a regulated investment company under

, the provisions of U.S.C., tithe 2G, § 851, or as a real estate investment 
trust under the provisions of U.S.C., title 26, § S5G,- that portion of 
its net earnings which is distributed to its shareholders during the 
income year or (i) with respect to a regulated investment company 
within thirty (30) days after the end of the income year and (ii) with 
respect to a real estate investment trust by the time required by law 
for the filing of its return for the income year including the period of 
any extension of time granted for filing such return, in accordance with 
regulations promulgated by the commissioner of revenue.

Every such taxable entity organized auu existing under and by virtue 
of the laws of this or any other state, terrllury or country, or organized 
and existing without any specific statutory authority, now or hereafter 
doing business within this state, without domesticating or qualifying to 
do business in this state, or while its charter is forfeited, revoked or 

..suspended, shall as a recompense for the protection of its local activities 
and as compensation for the benefits it receives from doing business in 
Tennessee, pay the tax imposed by this chapter.

Any corporation organized under the laws of the state of Tennessee 
whose sole expressed corporate purpose is for the furthering of indus­
trial development in communities throughout the state, and doing re-

Icvictl shall be applicable thereafter to taxes whirh and payable with all cor year closings occurring a:' *1971.Acts 1971, ch. 133, p.- tax rate of five per cent i stated that this Act shall ' as to all corporate c!o?:r._- the effective date of the 1071).Acts 1971, ch. "S3, inert rate back to six per cert ( stated that this Act shah and the increased tax rate . shall be applicable initially after to taxes which bee: payable with all corporate closings occurring on or 1971, the public welfare r: Amendments. The 1979 cr. serfed “and all ration- 1 business in Tennessee” in. {’ graph, added the final s v first paragraph, and aii- para graph.The 1971 amendment, ch. tutc-d the words and fgur cent (6C7)” for “five per wing thifolio; the words efirst paragraph cf the • The 1971 a.v.civhr.er.i, .. stituted the first n -w  divisions A-D ■■ the i graph which read: "A!! i cooperatives conducted for r stock associations and bus: organized under the laws o:' other than there orgr.nir.:d welfare and not for prof,:, r entities organized under t any other state or country and doing business ’a Ter,no rational banks doing Ivsir.-nessee, shall, without except the commissioner of rover,-: an excise tax, in addition t taxes, equal to fve per cer ’he net earning? for their m areal year, from business - the state; provided, however

lated matters thereto, and whose stockholders receive no income other 
than interest or dividends on money invested in said corporation for 
constructing industrial buildings and whose officers receive* no compen­
sation shall be exempt from the payment o f franchise and excise taxes, i 

Notwithstanding the provision of § 45-23.3, state chartered banks 
shall be subject to this chapter for the year 1969. I t  is declared the legis- -  -  .....lative intent in levying tlie taxes provided for herein that all taxes shall ,:,‘s ,cliapter, where such ::i.
be applicable equally to state and national banks. [Acts 1923, ch. 21, § 1 ; ‘ n ls :i v'r'o!I;'' cv,:ictl
Shan. Supp., §723a l4 ; Acts 1927, ch. 44, § 1 ; mod. Code 1932, §1316 ; .
Acts 1937, ch. 99, § 1 ; 1937. ch. 176, § 1; C. Supp. 1950, § 131S; Acts 1951, . 
ch. 140, § 1; 1955, ch. 1S5, § 1; impl. am. Aces 1959,'ch . 9, 8 L i ; Acts •
1963, ch. 33, § 1 ; 1DC3, ch. 272, § 1 ; 1967, ch. 1S9, § 1 ; 1970 (Adj. S.), ! 
ch. 446, §§ 1, 5, 7 ; 1971, ch. 101, § 1 ; 1971, ch. 133, § 1 ; 1971, ch. 333, § l j

. - —  —  . A  7 ' ' " ’ ' " ~ ~Jnjs shall not include d:v "cived from any other corpo: ing excise tax under the ?r

•axpnyer; provided further, t 'dies enumerated herrinnhr.v

Compiler’s Notes. Acts 1971, ch. 104, cent (57c) to six per cent (6%) and increased the tax rate from five per §2 stated that the increased tax rate
3—TENN., VOL. 12

Analysis 
b Constitutionality.-• Construction.Application of tax.
2' Calculation of tax. a- Nature of tax.
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EXCISE TAX ON 'CORPORATE EARNINGS 67-2701
67-263-1. Rules and regulations.— The commissioner of revenue is

further authorized and empowered to make all necessary rules and
regulations not inconsistent with the terms .of this chapter, which rules
and regulations shall have the force and effect of law, for the purpose
of fully carrying out and giving effect to the provisions of this chapter.
[Acts 1931 (2nd E. S .), ch. 20, § 15; C. Supo. 1950, § 1123.31; impl. am.
Acts 1959, ch. 9, § 14; Acts 1983, ch. 271, § 3.]

renumbered § 67-2027 and former § 67- 2640 is renumbered § 67-2634.Compiler’s Note. Former § 67-2040 cs it appears in tlie bound volume has been
67-2635. Penalty for violation of rules or failure to file return.—

Any person failing to file a return, as required by § 67-2614, or any 
person violating any rule or regulation that may be promulgated by the 
commissioner of revenue under tlie authority vested in him in this 
chapter, or any corporation failing to furnish the information required 
by § 67-2613 shall be guilty of a misdemeanor, and, upon conviction, 
shall be fined not less than ten dollars ($10.00) nor more than five 
hundred dollars ($500) for each offense. [Acts 1931 (2nd E. S .), ch. 
20, § 16; C. Supo. 1950, § 1123.32; Acts 1955, ch. 135, § 4 ; impl. am. Acts 
1959, ch. 9, § 14; Acts 1953, ch. .271, § 3.]
Compiler’s Note. Former § 67-2635 cs renumbered § 67-2629 and former § 67- it appears in tho bound volume has boon 2G-11 has been renumbered § 67-2635.

67-2636— 67-2641. [Transferred.] *
Compiler's Note. These sections have ‘teen transferred to §§ 67-2630—67-2635.

CHAPTER 27—EXCISE TAX ON CORPORATE EAP.NINGS
SECTION'.67-2701. Corporations subject to tr.x— Rate.67-2703. No credit for other taxes—Ex­ception.67-2710. Apportionment on basis of gross receipts or net-earn­ings.67-2711. Variation from standard ap- . portionmer.t formulas.

SECTION.67-2716.
67-271S.67-2719.
67-2720.

Date payment due—Penalty— Extension of time.Issuance of distress v.-arrant. Execution of warrant on per­sonal property.Levy of warrant on realty.67-2725—67-2727. [Unconstitutional.]

}

67-2701. Corporations subject to tar:— Rate.— All corporations, co­
operatives conducted for profit, joint-stock associations and business 
trusts, including regulated investment companies and real estate in­
vestment trusts, organized under the laws of this state, other than 
those for general welfare and not for profit, and all such entities or­
ganized under the laws o f  any other state or country for profit and 
doing business in Tennessee and all national banks doing business in 
Tennessee, shall, without exception, pay to the commissioner of revenue 
annually an excise tax, in addition to all other taxes, equal to six per 
cent (6 ^ 1  of the net earrmms for their next preceding fiscal year, 
from business done within the state. The term “net earnings” shall be 
subject to the following adjustments:



ing upon the basis of which the net income is computed. The 
term “ received” for the purpose of the computation of net in­
come, means “ received or accrued.” and “received or accrued” 
shall be construed according to the method of accounting upon 
the basis of which the net income is computed.

( 8 ) The term “dividend” means any distribution made 
by a bank or corporation to its shareholders whether in money 
or in other property out of its earnings or profits accumulated 
after December 31, 1930.

(9 ) The term “stock” includes the share or unit of 
ownership in a corporation as hereinabove defined.

( 10) The term "shareholder” includes stockholder, 
member, associate or beneficiary in ° ny corporation as here­
inabove defined.

U l ) . The terms “ includes” and “ including” when used 
in a definition contained in this chanter shall not bo deemed to 
exclude other things otherwise within the meaning of the term defined.

59-13-2. Rate and base of tax —  As to national banks. —■ 
Every national bank or national banking association located 
within this state shall annually pay to the state a tax equal to 
six nex~ cn." cf its r ~ n.-.-.-r v.-•dibm- taxable
year, ’k :• atad_t.Q_t!:is state in the manner here­inafter vwovldM, ~

The state is hereby adopting the method numbered (4 ) 
authorized by the act of March 25, 1926, amending section 
5219 of the Revised Statutes of the United States. (As amended 195b)

59-13-3. Slate Banks and other corporations —  Minimum 
tax. —  Every bank or corporation, other than a national bank 
and corporation exempted in section 59-15-4. for the privilege 
of exercising its core orate franchise or for the privilege 
o f doing business in the state, shall annually pay to the state 
a  tax equal to six per cent of its not income for the preceding 
taxable year computed and allocated to this state in the 
manner hereinafter provided, but in no case shall the tax be 
less than $25; provided, that the taxpayer may elect to pay 
the tax  in four equal installments, in which case the first 
installment shall be paid on the date prescribed in this act for 
the payment of the tax by the taxpayer, the second installment 
shall be paid on the 15th day of tlie sixth month, the third 
installment on the 15th day of the ninth month, and the fourth 
installment on the 15th day of the twelfth month, after the 
close o f its taxable year. If any installment is not paid on or 
before the date fixed for its payment, the whole amount of
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eeting losses all such stock (other than nonvoting preferred stock, the 
owners of which are not entitled or permitted to participate, 
directly or indirectly, in the profits of the corporation, upon 
dissolution or otherwise, beyond the fixed dividends) is 
owned by such association, or members thereof; nor shall 
exemption be denied any such corporation because there is 
accumulated and maintained by it a reserve required by state 
law or a reasonable reserve for any necessary purpose.

(11 ) Corporations organized for the exclusive purpose 
of holding title to property, collecting income thc-refrom, and 
turning over the entire amount thereof, less expenses, to an 
organization which itself is exempt from the tax imposed by this chapter,

(12 ) Federal land banks, national farrn-loan associa­
tions and federal intermediate credit banks and other federal agencies.

(13 ) Employees' voluntary beneficial associations pro­
viding for the payment of life, sick, accident or other benefits 
to members, or their dependents^if

(a ) No part of their net earnings inures (other 
than through such payments) to the benefit of any private 
shareholder or individual, and

(b ) Eighty-five per cent or more of the income 
consists of amounts collected from members for the sole pur­
pose of making such payments and meeting expenses.

(14) Teachers' retirement association of purely local character, if
(a ) No part of their net earnings inures (other 

than through payment of retirement benefits) to the benefit 
of any private shareholder or individual, and

(b ) The income consists solely of amounts re­
ceived from public taxation, amounts received from assess­
ments upon the teaching salaries of members, and income in respect of investments.

(15) Insurance companies which are otherwise taxed upon their premiums.
(16 ) Corporations whose sole business consists of hold­

ing the stock of other corporations for the purpose of con­
trolling the management of affairs of such other corporations, 
if such other corporations make returns under this chapter.

59-13-5. Gross Income.
Defined.

_ (1 ) “Gross income” includes gains, profits and income 
derived from services, of whatever kind in whatever form  
paid, or from trades, businesses, commerce or sales, or deal­
ings in property, whether real or personal, growing out of the 
ownership or use of or interest in such property; also from

5



• j interest, rent dividends or securities or the transaction of any 
J business carried on for gain or profit, or gains or profits and 
I income derived from any source whatever.

Exclusions from Gross' Income.
(2 ) The following items shall not be included in gross 

income in computing the tax under this chapter.
L ife Insurance.

(a ) Amounts received under a life insurance con­
tract paid by reason of the dc-ath of the insured, whether in a 
single sum or in installments (but if such amounts are held by 
the insurer under an agreement to pay interest thereon, the 
interest payments shall be included in gross income).
Annuities or Endowments.

(b ) Amounts received (other than amounts paid
• by reason of the death of the insured and interest payments 

on such amounts) under a life insurance endowment or an­
nuity contract, but if such amounts (when added to amounts 
received before the taxable year under such contract) exceed 
the aggregate premiums or consideration paid (whether or 
not paid during the taxable year), then the excess shall be in­
cluded in gross income. In the case of a transfer for a valuable 
consideration, by assignment or otherwise, of a life insurance, 
endowment or annuity contract, or any interest therein, only 
the actual value of such coasid;.- ticn ami ‘he amount of the 
premiums and other sums subsequently paid by die transferee 
shall be excluded under this subsection or subsection ( 2 ) (a ) o f this section.
Gifts, Bequests and Devises.

(c ) The value of property acquired by gift, be­
quest or devise (but the income from such property shall be 
included in gross income).
Use of Inventories.

(3 ) Whenever in the opinion of the tax commission the 
use of inventories is necessary in order clearly to determine 
the income of any taxpayer, inventories shall be taken by such 
taxpayer upon such basis r.s the tax commission may prescribe, 
conforming as nearly as may be to the best accounting practice 
in the trade or business, and as most clearly reflecting the 
income. -
Distributions by Corporations.

(4 ) Distributions by corporations shall he included in 
gross income of the shareholders as provided in section 59- 
13-14. .
Determination of Gain or Loss.

* (5 ) In the case of a sale or other disposition of prop­
erty, the gain or loss shall be computed as provided in sections 
59-13-11, 59-13-12 and 59-13-13.
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I, the undersigned, an employee o f the State of Alaska, do hereby certify 
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C o m m H t e e  R e po rt
S E N A T E

Date
Mr. P r e s i d e n t :

The Committee on _________________  has had________________________
( Pu t ! r e s r  t ax  on v i n ' T  i 

u nd e r  c o n s i d e r a t i o n .  A m a j o r i t y  o f  t h e  members o f  th e  Commit tee

/ ~ 7  recommends i t  do pass
/  /  recommends i t  do n o t  p a s s
/ ~ 7  recommends i t  do p a s s  w i t h  a t t a c h e d  amendment (s )
/  /  recommends i t  be r e p l a c e d  w i t h  CS f o r ________________________ and t h a t

CS f o r  ___________________________  do pass
/ ~ 7  ( a n d )  recommends i t  be r e f e r r e d  t o  th e  ________________________________

commit tee
/ ~ 7  r e p o r t s  i t  back  w i t h o u t  recommenda t ion
/  /  ( o t h e r )  _________________________________________________________________________

MEMBERS SIGNING THE MAJORITY REPORT:
y  < * / /  , , *

/

1 1 
' i. ' . vV-O -

j*
' i/ 4 '

MEMBERS MOT CONCURRING IN THE MAJORITY REPORT:

__________________   recommends :
___________________________ recommends :
__________________ recommends :

r ecommends :

r e c o m m e n d s :

C H A I R M A N
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O f f e r e d  i n  the  SENATE By -< ' rr.-w:-... Ot . Mr-. -

T o :  SENATE B ILL  NO.
HOUSE B ILL  NO. 7 ?

AMENDMENT: Page 1 L in e

I  e t o e i g h t i r s e r



DEEf’ A l K T M E N T  O F  R E V E N U E
/ POUCH 5/ -  JUNEAU 99801 

June 12, 1972

The Honorable John Butrovich, Chairman 
Senate Finance Committee 
Alaska State Senate 
Juneau, Alaska 99801

Dear Chairman Butrovich:

RE: Research on H.B. 782
As Amended

As noted in the SenateJournal of June 11, 1972 House Bill 782 
amended and passed by the House xv̂as referred to the Senate Finance Committee. 
For your convenience I have computed below the net increases to the General 
Fund resulting from the increase of bank taxes from 2% to 8%. In addition, I 
attach a copy of the original research on the Legislation as introduced at the 
rate of 6%.

Effect on Treasury:

F/Y 73 F/Y 74 F/Y 75 F/Y 76 F/Y 77
Estimate of Net 
State Taxable
Income of Banks 11,000,000 12,000,000 14,000,000 16,000,000 18,000.00

Tax at Present 
Rate of 2%

Tax at Proposed 
Rate of 8%

Net Increase to 
General Fund

220.000 240,000 280,000 320,000 360,000

880.000 960,000 1,120,000 1,280,000 1,440,000

660,000 720,000 840,000 960,000 1,080,000

Problems of Administration: None

General Comments: See original research and attachments

Respectfully submitted,

CN

LPC:fd
Attachments

L. P. Carroll, Chief 
Miscellaneous Tax Section
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DATE

DATE

H B  7 8 2  a m  

B I L L  H I S T O R Y  I N  T H E  H O U S E

R e a d  f i r s t  t i m e  a n d  r e f e r r e d  t o  C o m m i t t e e  o n  C o m m e r c e  a n d  
F i n a n c e .

R e p o r t e d  b a c k  w i t h  r e c o m m e n d a t i o n  t h a t  C o m m e r c e  d o  p a s s .  
T o  F i n a n c e .

F i n a n c e  4 d o  p a s s ,  3 n o  r e c ., 1 d o  n o t  p a s s .  T o  R u l e s .

R e a d  s e c o n d  t i m e  a n d  a m e n d e d -  A d v a n c e d .

R e a d  t h i r d  t i m e  a n d  p a s s e d :  Y e a s ,  3 3 ;  N a y s ,  4;

E x c u s e d ,  3.

R e p o r t e d  c o r r e c t l y  e n g r o s s e d .

S i g n e d  b y  S p e a k e r .

S e n t  t o  S e n a t e

B I L L  H I S T O R Y  I N  T H E  S E N A T E  

A C T I O N

ACTION____________________ ________________________________________

6 / 1 1 / 7 2 R e a d  f i r s t  t i m e  a n d  r e f e r r e d  t o  C o m m i t t e e  o n  F i n a n c e .



The Legislature of the State of Alaska
FISCAL NOTE

Second Session - Seventh State Legislature

I. R E Q U E S T

B i l l  I d e n t i f i c a t i o n :  HB 782 "An Act Relating to the A l a s k a  Business 

T i t l e : License Tax On National Banks, Etc."___________________________________

R e q u e s t e d  b y  : Legislative Finance_____________________

R e t u r n  D a t e  R e q u e s t e d :  As soon as possible_______

A g e n c y :___________________________________________ P r o g r a m :

D a t e :  M ay 4, 1972

II. F I S C A L  D E T A I L

B u d g e t  R e q u e s t  U n i t ( s )  A f f e c t e d :

A. EXPEN DITURES : ( T h o u s a n d s  o f  d o l l a r s )

O B J E C T F Y  72 F Y  7 3 F Y  7^ F Y  7 5 F Y  76 I F Y  77

1 0 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L

4 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

6 0 0  L A N D  & S T R U C T U R E S
i

”
7 0 0  G R A N T S ,  C L A I M S ,  E T C .

•

T O T A L 0 «

_

B. FUNDING: ( T h o u s a n d s  o f  d o l l a r s )

G E N E R A L  F U N D 0
F E D E R A L  F U N D S

O T H E R

C .  PO S IT IO N S :

P E R M A N E N T / T E M P O R A R Y 0 / / / / / /
M A N  M O N T H S  ( P . / T . ) 0 ,/ / /  . / / _____ /

I I I .  A N A L Y S I S  ( S e e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n s ,  S e c t i o n  I I I )

*
See attached letter dated M a y  5, 1972 from L. P. Carroll, Chief, Miscellaneous 

Tax Section, Department of Revenue concerning additional revenues to be derived 

and comparison of other states bank tax rates and past history.

[V. A T T A C H M E N T S

1) Tables of States Taxing Banks

2) Graph of State Rates comparable to Alaska.

V. D A T E :  H a y  6. 1972 P R E P A R E D  B Y

Original^,-Legislative. Finance...
c c : Budget and Management

Prime Sponsor (First Legislator Named)

L. P. Carroll 

Chief, Miscellaneous T ax Section 
Department of Revenu



1  I F
I IE I’ABITMENT OF IKE VENUE

M a y  5, 1972

Legislative Finance 

Room 407

Capitol Building

Re: Fiscal Note Request

In response to your request for research on Hours Bill 782, raising, 

the tax on banks and other financial institutions from 2% to 6% of 

net income, the following is submitted for transmitting as m a y  be re­

quired.

Effect on T r e a s u r y :

Estimate of Net

State Taxable 11,000,000 12,000,000 14,000,000 16,000,000 18.000,000

Income of Banks

Tax at Present

Rate of 2% 220,000 240,000 280,000 320,000 360,000

T a x  at Proposed

Rate of 6% 660,000 720,000 840,000 960,000 1,080,000

Net Increase to

General Fund 440,000 480,000 560,000 640,000 720,000

Problems of Administration: None

General C o m m e n t s : Attachments 1 and 2 support the following conclu-

sions.

' «
(Attachment'1) 1. Of the 50 states. 28 states use an excise or ii.

come tax structure w i t h  an average, rate of 6.91%.
22 states utilize a method other than excise/income.

(Attachment 2) 2. Of these 28 states, 18 are franchise excise tax

systems, 16 of which include interest of U.S. and 

mun i c i p a l  bond interest in the measure of net tax­

able income (including Alaska) and have an average 

tax rate of 7.8%. I attach a graph illustrating the

tax rate of these 16 states. You will note a high

of 13.7% in M innesota to a low of 2% in j laska.



L e g i s l a t i v e  F i n a n c e -2- M a y  5, 1972

In summary, A l a s k a’s present ba n k  tax system is the method used 
by most excise/franchise tax states. However, the 2% tax we  im­

pose is w el l  below any other state or indeed the average of all 

other states.

Historical N o t e :

T he tax on banks w as established in 1950 at 2% of taxable income. 

At that time individuals and all other corporations we r e  paying 

10% of the then effective federal income tax rates.

Since that time individual tax has risen to 16% of the 1963 fed­

eral tax rate and corporate taxes have risen to 18% of the 1963 

federal tax rates. Alaska banks continue to p ay the rate imposed 

in 1950 at 2%, which m ay wel l  account for the evident lag behind 

the bank taxes, n ow imposed by our sister states.

Sincerely,

' Chief, Miscellaneous Tax Section 

D epartment of Revenue

LPC:kf
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B A N K  EXCISE O R  INCOME T A X  SUMMARY 

BY STATE O R  COMMONWEALTH

A L A B A M A

E x c i s e  T a x  - Financial institutions - 6% of taxable net income. (1)

N e t  income includes U. S. and m u n i c i p a l  bond interest. (2)(3)

A L A S K A

T h e  license fee for each national b a n k  and state bank, trust company and savings 

a n d  loan a s s o c iation to 2% of its n et income. Net income means the taxable 

i n c o m e  o f  each such taxpayer b efore net operating loss deduction and special 

deductions, computed as required under the Internal Revenue Code of the United 

St a t e s  and includes all other income including income from federal, state or 

m u n i c i p a l  obligations. (4)

A R I Z O N A

T a x e d  u n d e r  generil income tax. C o m o r a t i o n  and financial institutions —

1st $1,000 - 27,; 2nd $1,000 - 3%; 3rd $1,000 - 47,; 4th $1,000 - 57,; 5th $1,000 - 67,

6 t h  $1,000 - 7 % ;  over $6,000 - 87,. (1)

N e t  income excludes U. S. and m u n i c i p a l  bond interest fro m  m e a s u r e  of income and

a l l o c a t e s  same against deductions. (2)(3)

CAL I F O R N I A

T a x e d  u n d e r  bank and corporation franchise tax - national and state banks and 

fina n c i a l  corporations - adjusted annually w i t h  m a x i m u m  of 117,; m i n i m u m  for 

f i nancial corporations other than banks, 77, but not less than $100. (1)

N e t  income includes IT. S. and mun i c i p a l  bond interest. (2)

C OLORADO

T a x e d  u n d e r  general income tax - corporation, banks, trust, finance savings and 

l o a n  companies and cooperatives - 57, of Colo r a d o  income. (1)

N e t  income excludes U. S. and mun i c i p a l  bond interest; however, some local 

o b l i g a t i o n s  are included. (3)

H A W A I I
I

B a n k  franchise t a x — 11.7% of net income of banks and other financial institutions. 

N e t  i ncome includes U. S. and m u n i c i p a l  bond interest. (2)

IDAHO ' "

T a x e d  u n d e r  general income t ax— Banks and corporations - 67, for exercising c o r p o­

r a t i o n  franchise; 67, of net income for corporations not subject to corporation 

f r a n c h i s e  tax. (1)

N e t  income includes U. S. and municipal bon d  interest, however, excludes Idaho 

b o n d  interest. (3)



I O W A

Ta x e d  under general income tax--Financial institutions - first $25,000 of taxable 

n e t  income - 5%; next $50,000 - 6%; next $25,000 - 7%; over $100,000 - 8%. (1)

N et income includes U. S. and m u n i c i p a l  bond interest, however, excludes Iowa

bo n d  interest. (3)

KANSAS

T a x a b l e  under excise t a x — Banks, trust companies, savings and loan associations 

and development credit corporations: 5% on net income in lieu of tax on stock or

assets. For taxable years b e ginning after 1970, the tax on ba n k  and d evelopment 

credit corporation net income is 5-1/2% plus a 2-1/4% surtax on net income over 

$25,000. The tax on trust companies and savings and loan associations is 5% plus 

a  2-1/4% surtax on net income over $25,000. (1)

N e t  income includes U. S. and mun i c i p a l  bond interest. (2)

M I C H I G A N

T a x a b l e  under income tax--financial institutions: 9.7% of adjusted net profits. (1)

Net income includes U. S. and m u n i c i p a l  bond interest, however, excludes M i c h i g a n  

bon d  interest. (3)

MARY L A N D

T a x a b l e  under franchise tax - C o m m ercial banks, safe deposit and trust companies 

and finance corporations, 7% of annual net earnings. (1)(3)

Net income includes U. S. and m u n i c i p a l  bond interest. (3)

MASSA C H U S E T T S

T a x a b l e  u n d e r  corporation excise tax - Banks, b a n k i n g  associations and trust companies 

10% of net income plus 14% surtax. Savings and cooperative banks, savings and loan 

associations - 1% of net o p e r a t i n g  income and l/20th of 1% of deposits each six 

m o n t h s  plus 14% surtax. (1)

N e t  income includes U. S. and m u n i c i p a l  bon d  interest. (3)

M I N N E S O T A

T a x able un d e r  excise tax - Banks 9.5% (10.5% for taxable years b e g i n n i n g  after 

D e c e m b e r  31, 1966 and b e fore J a n u a r y  1, 1974) plus 1.9% for taxable years beginning 

after 1958 and before 1974. T he base rate and additional tax are increased by 10% 

for taxable years beg i n n i n g  after 1960 and b e f o r e  1974. (1)(2)

N e t  income includes U. S. and mun i c i p a l  bond interest. (2)

MI S S O U R I
A

Ta x e d  under excise tax - Banks and trust companies and credit i nstitutions.- 7% (1)

N e t  income includes U. S. and mun i c i p a l  bond interest. (2)

M O N T A N A

T a x e d  un d e r  corporation income t ax - Corporations, and state and national banks - 

6 -1/4% (6-3/4% for taxable years ending on or after Febr u a r y  28, 1971 and before 

F ebr u a r y  28, 1973) of net income derived from M o n t a n a  sources. (1)

N e t  income excludes U. S. and m u n i c i p a l  bond interest and allocates same against 
deductions. (3)



N E B R A S K A

T a x e d  un d e r  Corpor a t i o n  income tax - 2% of federal tax liability allocated and 

a pportioned to Nebraska. (1)

N e t  i ncome excludes U. S. and mun i c i p a l  bond interest and allocates same p r o­

po r t i o n  against deductions. (2)

N E W  M E X I C O

T a x a b l e  u n d e r  excise tax - Banks and financial corporations - 6% of n et income - 

m i n i m u m  $100. N et income includes U. S. and municipal bond interest. (2)

N E W  Y O R K

T a x e d  un d e r  franchise tax - National b a n k i n g  associations - 8% of net income.

S t a t e  banks, savings and loan associations, savings banks and financial corporations 

8 %  o f  allocated net income. M i n i m u m  for state banks and financial .corporations,

$100 or 1-6/10 mills per $1 of allocated capital stock. M i n i m u m  for savings banks 

and savings and loan associations $100 or 2% of interest credited to depositors. (1) 

Net income includes U. S. and mun i c i p a l  bond interest. (2)

N O R T H  CAROLINA

T a x e d  u n d e r  income tax - Financial institutions - banks - 6% of net income; 

b u s i n e s s  d evelopment corporations - 4 - 1 / 2 %  of net income; building and loan 

associations - 7-1/2% of net i n c o m e , ' 7-1/2 cents per $100 of liability on shares 

o f  o u t s t a n d i n g  stock. (1)

N e t  income includes U. S. and mun i c i p a l  bond interest, however, excludes North 

C a r o l i n a  bond interest. (2)

NO R T H  D A K O T A
*

T a x e d  un d e r  general excise tax - Banks and trust companies (excise income) - 5%.

M i n i m u m  - $50. A n  additional 2% tax is imposed. (1)

Ne t  income includes U. S. and mun i c i p a l  bond interest. (2)

O K L A H O M A

T a x e d  u n d e r  general excise tax - Corporations, national and state banks - 4% of 

federal taxable income w i t h  adjustments. (1)

N e t  i n c o m e  includes U. S. and m u n i c i p a l  bond interest, however, excludes O k l a h o m a

bon d  interest. (2)(3)

•—  - "  * " " O R E G O N

C o r p o r a t i o n  e x cise tax - 6% of n et income of business done w i t h i n  the state.

Fi n a n c i a l  institutions - 8%. (1) ’• -

N e t  i ncome includes U. S. and m u n i c i p a l  bon d  interest. (2)

R H O D E  ISLAND

T a x e d  u n d e r  business c o r p o ration tax - State banks - 8%, o:: net income or $2.50 per 

$ 1 0 , 0 0 0  of authorized capital stock (whichever is higher):; m i n i m u m  $50. National 

ba n k s  - 8 %  of net income apportioned to state. (1)

N e t  income includes U. S. and m u n i c i p a l  bond interest. (2)



S O U T H  C A R O L I N A

Taxed under excise tax - Banks - 4 - 1 / 2 %  of entire n et income in the state. Savings 

and loan and similar associations, c o o p e rative banks - 8% of net income (not 

ap p licable in first three years of operation). (1)

N e t  income of banks include IJ. S. and m u n i c i p a l  bond interest, however, savings 

and loan net income excludes same and allocates it against deductions. (3)

  _ ■ SO U T H  D A K O T A

Ta x e d  un d e r  b a n k  and financial corpo r a t i o n s  _ C orporation excise t ax - 5-1/2% of 

n e t  income. (1)

N e t  income includes U. S. and m u n i c i p a l  bond interest. (2)

•i**
T E N N E S S E E

Ta x e d  u n d e r  c orporation e xcise t ax - 5% (6% for fiscal year closings occurring on 

o r  after Ju n e  15, 1971) of net earnings from business done by corporations and 

banks w i t h i n  the state. B u i l d i n g  and loan associations, including federal savings and 

loan associations, 7% of net income, effective J u l y  1, 1971. (1)

N et income includes U. S. and m u n i c i p a l  bond interest, however, excludes Tennessee 

bon d  interest. (2)

U T A H

Ta x e d  un d e r  corpor a t i o n  franchise tax - N a t i o n a l  banks - 6% of net income allocated 

to state - State banks and c o rporations - 6% of net income or $25. (1)

N e t  income includes U. S. and m u n i c i p a l  bond interest, however, excludes some Utah 

bond interest. (3)

W I S C O N S I N

T a x e d  under c orporation franchise tax - 2.1% on first $1,000 graduated to 7.470 over 

$6,000 of net income wh i c h  includes U. S. and m u n i c i p a l  bond interest. (3)

F O O T N O T E S :

1. Ref: State T a x  H a n d b o o k  as of O c t o b e r  1, 1971, published by

C o m m e r c e  C l e a r i n g  House, Inc.

2. Note: P e r  s u p p o r t i n g  abbreviated documentation w h i c h  is filed.with

C o m m i t t e e  Chairman.

3. C o nfirmed v i a  ph o n e  wi t h  Dep a r t m e n t  of Revenue, confirming letter

and d o c u m e n t a t i o n  forthcoming.

4. AS 43.70.030(b).
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B A N K  T A X  O T H E R  T H A N  EXCISE OR INCOME T A X  METHOD 

S U M M A R Y  B Y  ST A T E

A R K A N S A S

T axed u n d e r  Corporation franchise tax - Domestic-- , ^00 of 1% of proportion of 

subscribed capital stock employed in the state. Do i n g  no business in the state 

$5. F o r e i g n — 11/100 of 1% of p r o p ortion of capital stock repre s e n t i n g  property 

owned and used in business transacted in the state. No par stock v alued at 

$25 per sh a r e — m i n i m u m — $11.

C O N N E C T I C U T

Ta x e d  under Corporation business tax - C e r tain financial institutions pay to the 

extent it exceeds the tax on net income a tax of 2.1% (3.2% for income years 

b e g i n n i n g  on or after January 1, 1969 and p r i o r  to J a n uary 1, 1973) on interest 

c redited to savings deposits.

D E L A W A R E

T r e d  u n d e r  Banks, trust and loan companies t a x — 1/5 of 1% of true v a l u e  of shares 

or .capital stock, determined by adding toget h e r . t h e  amount of-the capital, surplus, 

u n divided profits, and reserves.

F L O R I D A

Taxed u n d e r  Corporation privilege tax--Financial corporations, if qualified, m ay 

elect to pay a $1,000 annual franchise tax in lieu of intangibles taxes.

G E O R G I A

Taxed u n d e r  General property t a x — State - m a x i m u m  bank shares--5 mills; all other 

property, 1/4 mill based on full m a r k e t  va l u e  of real property and tangible 

personal property. Property is assessed at 4 0 %  of its fair m a rket v a l u e  for 

state and county taxes.

ILLINOIS

Taxed u n d e r  Corporation franchise t a x — Initial domestic and foreign corporation 

franchise tax is 1/12 of 1/10 of 1% per m o n t h  or fraction, b e t w e e n  date of issuance 

o f  certificate of incorporation or filing application for certificate of authority, 

r e s p e c t i v e l y  and July 1 following; m i n i m u m  $25; m a x i m u m  $1,000,000. Additional 

franchise tax of 1/12 of 1/10 of 1% per m o n t h  between date of each respective 

increase in sum of stated capital and p a i d - i n  surplus and J u l y  1 following is due.

I N D I A N A

Taxed u n d e r  Financial institutions t a x — 25q o e r  $100 m e a s u r e d  b y  the value of 

capital, surplus, undivided profits and deposits, less assessed value of real 

estate.

- 1 -



K E N T U C K Y

Ta x e d  u n d e r  Intangibles t ax— B a n k  deposits, 1/1000 of 1% of the amount of the 

deposit.

L O U I S I A N A

T a x e d  under Corporation franchise tax--$1.50 per $1,000 based on issued and o u t­

stand i n g  capital stock, surplus, undivided profits, and borrowed capital. M i n i m u m  

$ 1 0 .  V a l u e  of stock wit h  or w i t h o u t  par va l u e  is the v a l u e  reflected by the 

c o r p oration's books.

M A I N E

T a x e d  u n d e r  Domestic corporation franchise t a x — par value stocks: graduated from 

$ 1 0  for $50,000 or less to $100 for $1,000,000 plus $50 per additional $1,000,000; 

n o  p a r  stock: from 310 for 250 shares or less to $100 for 10,000 shares plus $50 

p e r  additional 10,000 shares.

MISSIS S I P P I

T a x e d  o n  Banks and banking associations tax included in general^property tax--Banks 

general prop e r t y  rates on adjusted net worth.

—  - -----  - N E V A D A  - ■ •

T a x e d  u n d e r  General property t a x — 35% of full cash value of real and tangible p e r s o n a l . 

property. Aggregate of state and local rates fixed to meet budget; not to exceed 5c 

p er $1 of assessed valuation. Bank shares and R e a l t y — 35% of full cash value.

- .........     ‘N E W  H A M P S H I R E  ------

T a x e d  u n d e r  Ban k  tax--l% of excess over $10,000 of interest paid by savings i n s t i­

tutions on savings accounts less capital stock taxes paid. Ad d i t i o n a l  tax on capital 

s t o c k  or special deposits —  1%. National b a n k s — 1% of par value of capital stock.

N E W  J E R S E Y

T a x e d  u n d e r  Financial business excise t a x — F i nancial b u s iness-1-1/2% of allocated 

n et w o r t h  of financial businesses c o mpeting w i t h  national banks. M i n i m u m  - $25.

OH I O  V
T a x e d  un d e r  Corporation franchise t a x — D o m e s t i c  and foreign (including no n - p r o f i t  

c o r p o r a t i o n s ) — 1/2 of 1% (investment companies and state-chartered banks, 1/10 of 1%; 

p u b l i c  u t i l i t y  holding companies, from 4/100 of 1% on first $10 m i l l i o n  of taxable 

v a l u e  to 1/200 of 1% on taxable value over $100 million) of v'alue of issued and o u t­

stand i n g  stock based on total value, as shown on the books, of capital, surplus, 

u n d i v i d e d  profits and reserves (less certain reserves and expenses) allocable uo 

Ohio. M i n i m u m  $50.

P E N N S Y L V A N I A

T a x e d  u n d e r  Financial institutions t a x — national and state banks, savings institutions 

h a v i n g  capital stock, title insurance and trust companies, 15 mills per $1 actual



v a l u e  of shares ascertained b y  adding together paid-in capital stock, surplus, and 

u n d i v i d e d  profits. M utual thrift institutions, i.e., savings banks w i t hout capital 

stock, b u i l d i n g  and loan associations and federal and state savings and loan 

associations, 11-1/2% of net earnings or income. Private bankers, 1% of gross 

receipts.

TEXAS

T a x e d  u n d e r  C o r p o r a t i o n  franchise tax--$2.75 per $1,000 stated capital, surplus, and 

u n d i v i d e d  profits plus o u t s t a n d i n g  bonds, notes, and debentures allocated a c cording 

to gross receipts from intrastate busines s - - m i n i m u m  $35.

VERMONT

T a x e d  u n d e r  G e n eral income tax--Domestic and f o r eign— 6% of net income from business 

d o n e  w i t h i n  the state. M i n i m u m  $25. Banking corporations and loan associations 

a re subject to a 6% franchise tax reduced by the amount of corpor a t i o n  income tax 

paid.

V I R G I N I A

T a x e d  u n d e r  D o m e s t i c  corporations franchise t a x — No par stock v a lued at $100 per 

share. $10 on $25,000 or less m a x i m u m  authorized capital stock to $15,100 on 

$300,000,000; plus $10 per $1,000,000 in excess thereof.

W A S H I N G T O N

T a x e d  un d e r  C o r p o r a t i o n  franchise t a x — $30 on $50,000 or less, d e c r easing from 

1/20 of 1% to 1/100 of 1% on additional amounts of domestic authorized capital 

stock, and foreign stock in p r o p ortion of issued and outstanding capital stock 

r e p r e s e n t i n g  property and business in Washington, plus 25% s u r t a x - - m a x i m u m  $2,500.

N o  p a r  stock v a l u e d  at the a ctual value of assets represented b y  such stock.

W E S T  VIRG I N I A

T a x e d  u n d e r  Co r p o r a t i o n  franchise t a x — D o m e s t i c — graduated from $20 on $5,000 or 

less authorized capital st o c k  to $2,500 on $15,000,000 or more.

W Y O M I N G

T a x e d  on C o r p o ration franchise tax--Domestic and f o r e i g n - g r a d u a t e d  from $5 on 

$ 5 0 , 0 0 0  or less to $50 on m o r e  than $500,000 and not mo r e  than $1,000,000 plus 

$50 o n  ea c h  additional $ 1 , 0 00,000 portion of corporate property and assets located 

and employed in Wyoming.

Ref e r e n c e :  St a t e  T a x  H a n d b o o k  as of 10/1/71 Commerce Clea r i n g  House, Inc.
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January 13, 1972

T h e  H o n o r a b l e  J a y  H a m m o n d  

P r e s i d e n t  o f  t h e  S e n a t e  

A l a s k a  S t a t e  L e g i s l a t u r e  

J u n e a u ,  A l a s k a  9 S 3 0 1

D e a r  M r .  P r e s i d e n t :

p u r s u a n t  t o  t h e  U n i f o r m  R u l e s  o f  t h e  L e g i s l a t u r e ,

I a m  s u b m i t t i n g  a  b i l l  w h i c h  i n c r e a s e s  t h e  b u s i n e s s  

l i c e n s e  t a n  o n  n a t i o n a l  a n d  s t a t e  b a n k s  t o  s i x  

p e r  c e n t  o f  n o t  i n c o m e .  C u r r e n t l y  t h e  b a n k s  i n  t h e  

s t a t e  p a y  a  " l i c e n s e "  f e e  c o n s i s t i n g  o f  t w o  p e r  c e n t  

o f  n e t  i n c o m e .

!,7e h a v e  s t u d i e d  b a n k  t a x a t i o n  i n  t h e  o t h e r  s t a t e s  

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

n e t  i n c o m e  ir. n e a r  o r  b e l o w  t h e  a v e r a g e  t a x  

L e v i e d  b y  o t h e r  s t a t e s .  T h e  p r o p o s e d  l e g i s l a t i o n  

w i l l  b r i n g  u s  i n  l i n e  w i t h  t h e  o t h e r  s t a t e s  a n d  

is e x p e c t e d  t o  r e s u l t  i n  $ < 1 0 0 , 0 0 0  o f  i n c r e a s e d  

r e v e n u e  .in t h e  f i s c a l  y e a r  e n d i n g  J u n e  3 0 ,  1 9 7 3 .

S i n c e r e l y ,

W i l l i a m  A .  L'gan 

G o v e r n o r A . E g a n
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I n t r o d u c e c :  1 / 1 4 / 7 2
R e f e r r e d :  C o m m e r c e ; F i n a n c e

BY THE RULES C O M M I T T E E  BY
-IN THE SENATE R E Q U E S T  OF THE G O V E R N O R

SENATE BILL NO. 276 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTH LEGISLATURE - SECOND SESSION 

A BILL

F o r  an Act entitled: "An Act rela t i n g  to the Alaska business license tax

on national banks and state banks, trust companies 

and savings and loan associations; and p r o v i d i n g  for 

an effective date."

BE IT E N A CTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c tion 1. AS 4 3-70.030(b) is amended to read:

(b) The license fee for each national bank and state bank, trust 

company and savings and loan association is six [TV/O] per cent of 

its net income. Net income means the taxable income of each such 

t axpayer 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 obligation. Each of these taxpayers shall submit 

a copy of the Income tax return which it files wi t h  the United States 

C ollector of Internal Revenue and shall notify the commissioner of 

revenue in writing of any alteration or Tiodification of the federal 

income tax return and of a recomputa;ion of tax or deter m i n a t i o n  of 

deficiency. The taxpayer who files his federal r eturn on a fiscal 

y ear basis shall in addition submit a statement setting out all 

information which would be required and reported in a federal income 

tax return prepared for the calendar year. This statement shall be 

in the same form as a federal income tax return and the net income 

shall be computed as required under the Internal Revenue Code. The 

statement shall be submitted to the commissioner of revenue before

" 1_ S B  276
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i day of April after the close of the calendar year, 

s Act is r e t r o a c t i v e  to January 1, 1972 and takes effect on 

passage and approval or on the day it becomes law without

S B  276
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February 13, 1972

> ( P  < r  A  • >  7  Q >
T h e  H o norable R o n  L, R cttig f / j  ^  *
Chairman, S e n a t e  (iomnerco Committee ij (
Alaska State Senate 

State Capitol building 

Juneau, A l a s k a  99301

Dear Mr. Rettig:

F o l l o w i n g  the d e p a r t m e n t 1 s testimony on 5. 15. 276 relating to the bank 

franchise tax increase, request was r.adc that we supply a mo r e  complete analysis 

of the method of bank taxation employed by other states. This letter w i t h  j.ts 

accompanying attachments represents an extensive research effort based for Ihe 

most part on copies or statutes secured from the appropriate tax departments 

and direct telephone contact where questions arose after review of the statutes.

A s  stated in previous testimony the Governor's proposed bank tax legis­

lation would increase revenue to the State from banks by $302,649 or 2007. .if 

applied to 1970 revenues.

A  c o u n t e r - p roposal not advanced by this department to hav e  the hunks 

taxed at the present effective corporate tax rate of 9.367. may be viewed two ways.
t i

1. S u b t r acting interest on U. S. and municipal bonds frcm net income 

to get taxable net income,

2. Subtract interest earned on bonds from total income and taking flic 

proportion of bond interest earned to total income and allocating this proportion 

to total d e d u c t i o n s  to arrive at taxable income.

T h e  first method has been proposed in bank testimony at the hearing.

The second m e t h o d  that is an allocation formula is the departmentel request 

shciiJ legislation be advanced for bank taxation on the corporate income tax 

basis.

T h e  first method would result in a reduction of $137,S O S .67 in tax 

revenue if it had been applied to 1970 returns producing 917. less than v h a t  was 

actually received.

T h e  second method would have increased revenues by $130,1.57.05 or 867. 

mor e  revenvie would have been received in 1970.

E i t h e r  method of applying corporate rates would increase the tax paid 

by savings and loan institutions and substantially increase their tax in relation 

to the other types of financial institutions. This is because savings and loan


