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Introduced: 1/12/73
Referred: Finance

BY THE RULES COM M I T T E E  BY 
IN THE HOUSE R E Q UEST OF THE GOVERNOR.

HO U S E  B I L L  NO. 56 
IN THE L EGISLATURE OF THE STATE OF ALASKA 

E I G H T H  LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act increasing the tax on cigarettes; and

pr oviding for an effective date."

BE IT ENACTED BY THE L E G I S LATURE OF THE ST A T E  OF ALASKA:

* S e c tion 1. AS 43.50.190(a) is amended to read:

(a) There is levied an excise tax of three [ONE] and one-half 

mills on each cigarette imported or acquired in this state.

* Sec. 2, This Act takes effect July 1, 1973*

- 1 - HB 56
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B I L L  A S S  I G N M E N T

T O :  R e p .  S a y l o r s  F R O M : E .  D .  H i  I I s t r a n d
C h a  i r m a n
H o u s e  F i n a n c e  C o m m i t t e e

B I L L  N O . :  H o u s e  B i l l  N o .  5 6
T I T L E :  I n c r e a s i n g  t h e  T a x  o n  C i g a r e t t e s

D A T E  O F  A S S I G N M E N T :  J a n u a r y  1 5 ,  1 9 7 3

C O M M E N T S

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

I f  y o u  n e e d  a s s i s t a n c e  i n  r e s e a r c h i n g  y o u r  p r e s e n t a t i o n ,  y o u  m a y  c a l l  
o n  M r .  G r o g a n  o f  t h e  F i n a n c e  D i v i s i o n  s t a f f .

H B  5 6  C h a i r m a n  H i l l s t r a n d  a s k e d  t h e  s t a t u s  o f  H O U S E  E I L L  5 6  
( i n c r e a s i n g  t h e  t a x  o n  c i g a r e t t e s ) . M r .  S a y l o r s  s a i d  

h e  i s  g a t h e r i n g  i n f o r m a t i o n  o n . t h i s  b i l l .  H e  s a i d  h e  
p l a n n e d  t o  r e p o r t  t h e  b i l l  o u t  b y  a  w e e k  f r o m  T u e s d a y  

( J a n u a r y  3 0 )  a n d  s h o u l d  b e  a b l e  t o  m a k e  a  p r e s e n t a t i o n  
n e x t  T u e s d a y  ( J a n u c i r y  2 3 )  .

1/18/73
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HOUSE B I L L  56

Actual Estimated 
CIGARETTE TAX * ________________________ FY 72 FY 73 __

Growth Rate:
Revenue Source Book assumptions

Existing Tax: , n
3<£ General Fund 1,209.2 1,224.8
5<t School Fund 2,015.3 2,041.9

Total GF & SF 3,224.5 3,266./

HOUSE BILL 56
4<t General Fund

Total 7<t General Fund

Total 12<t GF & SF

Growth Rate:
TAPS delayed one year

Existing Tax: _ . „
3<t General Fund 1,209.2 1,224.8
5<+ School Fund 2,015.3 2 ,041

Total 8<t GF & SF 3,224.5 3,266.7

HB 56
4<t General Fund 

Total 71 General Fund .

Total 12<f GF & SF

*Revenue Codes 102-103; pp. 2, 52 & 70 in the Revenue Sources book.

10% 10% 10% 4%

1.347.3 
2,246.1
3.593.4

1,796.4

3.143.7

5.389.8

1,482.0
2.470.7
3.952.7

1.976.0

3.458.0 

5,928.7

10%

1,630.2
2,717.7
4,347.9

2,173.5

3,803.7

6,521.4

10%

1.695.4
2.826.5 
4,521.9

2,260.5

3,955.9

6,782.4

10%

1,763.2
2,939.6
4,702.8

2,350.9

4,141.1

7,053.7

4%

1,273.8
2,123.6
3,397.4

1,698.4

2,972.2

5,095.8

1.401.2 
2,336.0
3.737.2

1,868.2

3.269.4

5.605.4

1,541.3
2,569.6
4,110.9

2,055.0

3,596.3

6,165.9

1.695.4
2.826.5 
4,521.9

2,260.5

3,955.9

6,782.4

1,763.2. 
2,939.6 
4,702,8 *

2,350.9

4,141.1

7,053.7



HOUSE B I L L  56

CIGARETTE TAX
Actual 
FY 72

Estimated 
FY 73 FY 74 FY 75 FY 76 FY 77 FY 78

Growth Rate:
TAPS FY 74 
Less consumption

Existing Tax
3t General Fund 
5t School Fund 

Total 8t GF & SF

HOUSE BILL 56
4<t General Fund

1.209.2
2.015.3 
3,224.5

1.224.8
2.041.9 
3,266.7

6%

1.298.3
2.164.4 
3,462.7

1,731.0

1.376.2
2.294.3 
3,670.5

1,834.9

1.458.8
2.431.9 
3,890.7

1,945.0

1.458.8
2.134.9 
3,890.7

1,945.0

1.458.8
2.134.9 
3,890.7

1,945.0

Total It General Fund 

Total IZt GF & SF

3,029.3 3,211.1 3,403.8 3,403.8 3,403.8

5,193.7 • 5,505.4 5,835.7 5,835.7 5,835.7



CALIFORNIA
May 15, 1968

TMA GUIDE TO TOBACCO TAXES' CALIFORNIA
May 15, 1968

CALIFORNIA

PRODUCTS
TAXED

Cigarettes (includes little cigars), since 1959 (Cigarette Tax Law, 
1961, Revenue and Taxation Code, Part 13 of Division 2, as amended to 
date).

PRODUCTS
SUBJECT

A tax is imposed upon the distribution of cigarettes (Sec. 30101).

"Cigarette" means "any roll for smoking, made wholly or in part of 
tobacco, irrespective of size or shape and irrespective of whether 
the tobacco is flavored, adulterated or mixed with any other ingred­
ient, where such roll has a wrapper or cover made of paper or any oth­
er material, except where such wrapper is wholly or in the greater part 
made of tobacco and such roll weighs over three pounds Der thousand." 
(Sec. 30003).

Little cigars are considered cigarettes. Cigarette tax regulations 
provide that "if a roll for smoking has a wrapper made of homogenized 
tobacco or natural leaf tobacco and the roll is a cigarette-size so 
that it weighs three pounds or less per thousand, such roll is a c i g a - *' 
rette under the law..." /(Regs., Art. 1, Sec. 4005, 9/13/61).*  r

"Distribution." includes: ,
(a) The sale of untaxed cigarettes in this state.
(b) The use or consumption of untaxed cigarettes in this state.
(c) The placing in this state of untaxed cigarettes in a vending 

machine or in retail stock for the purpose of selling the ciga­
rettes to consumers (Sec. 30008).

EXEMPT SALES Exempt are sales of cigarettes to:
(a) United States Army, Air Force, Navy, Marine Corps or Coas - Guard,
• • exchanges and commissaries and Navy or Coast Guard ships' stores,

or
the United States Veterans Administration (Sec. 30102).
The distribution of cigarettes that are non-tax-paid under Chapter 
52 of the Internal Revenue Act of 1954 as amended, and cigarettes
under internal revenue bond or customs control; (Sec.30102.5)
licensed distributors by manufacturers; (Sec. 30103) 
common carriers, by distributors, engaged in interstate or foreign 
passenger service, or to a person authorized to sell cigarettes on 
the facilities of such carrier (such carrier or person must pay an 
equivalent tax when selling the cigarette) (Sec. 30104); 
sales or gifts of federally tax-free cigarettes when delivered dir­
ectly from manufacturer under Internal Revenue Bond to a veterans' 
home of the State or hospital or domiciliary facility of the U.S. 
Veterans Administration for gratuitous issue to veterans receiv­
ing hospitalization.or domiciliary care (Sec. 30105.5); 
donations of cigarettes as samples in packets of five or less ciga­
rettes (Sec. 30105). '

(b)
(c)

(d)
(e)

(f)

(g)

5.1 TOBACCO MERCHANTS ASSOCIATION OF THE U. S. 5.1



CONNECTICUT
September I, 1971

TMA GUIDE TO TOBACCO TAC-IES CONNECTICUT !
September 1, 19'/1|

CONNECTICUT

PRODUCTS
TAXED

Cigarettes, since 1935 (includes little cigars, since 1965) (Cigarette 
Tax Law, Chapter 214, Secs. 12-285— 12.330 as amended).

PRODUCTS
SUBJECT

A  tax is imposed on all cigarettes held in the state by any person for 
sale (Sec. 12-296).

"Cigarette" means and includes "any roll for smoking made wholly or 
in part of toba-cco irrespective of size or shape and irrespective of 
whether the tobacco is flavored, adulterated or mixed with any other 
material, except where such wrapper is wholly or in the greater part 
made of tobacco and such roll weighs over three pounds per thousand, 
provided, if any roll for smoking has a wrapper made of homogenized 
tobacco or natural leaf tobacco, and the roll is a cigarette size so 
that it weighs three pounds or less per thousand, such roll is a 
cigarette and subject to the tax imposed by part I and part II of 
this chapter." (Sec. 12-285) Note: This definition includes little
cigars (Tax Administrator^ Notice, 7/14/65).

"Sale" or "Sell" includes or applies to gifts, exchanges and 
barters (Sec. 12-285).

EXEMPT
SALES

Sales to state institutions for consumption by inmates or patients 
(Sec. 12-297).

RATES Equivalent tax per standard pack of 20: 21$ (effective 8/23/71)

Statutory rate:
Ten and one-half mills per cigarette. (Sec. 12-296)

PRICE BASE Not relevant.

DISCOUNT As compensation for affixing tax indicia, licensed distributors are al-. 
lowed a 1.0 percent discount on the face value of indicia purchased 
(Sec. 12-298). This computes to a monetary discount of $1726 on 
standard cases of 600 packages of cigarettes. Licensed dealers 
receive no discount, purchasing indicia at face value.

SALES TAX 
RELATIONSHIP

Connecticut imposes a 6.5 percent sales and use tax on gross receipts 
deriving from retail sales. Cigarettes are exempt from the tax but 
all other tobacco products are subject.

The sales and use tax is collected according to the following bracket 

schedule.

— continued

7.1 TOBACCO MERCHANTS ASSOCIATION OF THE U.S. 7.1



OKLAHOMA__
Kay 1, iyt-y

TMA GUIDE TO TOBACCO TAXES OKLAHOMA
M a y  1 ,  i i ' L - : 1'

OKLAHOMA

PRODUCTS
TAXED

Cigarettes, since 1935 (Oklahoma Statutes of 1965 (Supplement), Title 68, 
Article III).

Large cigars, little cigars, smoking and chewing tobacco since 1941 
(Oklahoma Statutes of 1965 (Supplement), Title 68, Article IV).

PRODUCTS
SUBJECT

A taxi's levj.ed upon the sale, use, gift, barter, exchange, possession or 
consumption of cigarettes in the State (Secs. 302, 303).

^fiigarette" means "and includes all rolled tobacco or any substitute 
therefore,wrapped in paper or any substitute therefore and weighing 
not to exceed three (3) pounds per thousand (1,000) cigarettes." 
(Sec. 301 (a)).

"Tobacco Products" means "any cigars, cheroots, stogies, smoking to­
bacco (including granulated, plug cut, crimp cut, ready rubbed and 

other kinds and forms of tobacco suitable for smoking in a pipe or 
cigarette), chewing tobacco (including cavendish, twist, plug, scrap, 
and any other kinds and forms of tobacco suitable for chewing), how­
ever prepared; and shall include any other articles or products cade 
of tobacco or any .substitute therefor." (Sec. 401 (G)).

"Cigars" means "and includes any roll of tobacco for smoking, irre­
spective of size or shape and irrespective of the tobacco being fla­
vored, adulterated or mixed with any other ingredients, where such 
roll has a wrapper made chiefly of tobacco." (Sec. 401 (k)).

"Sale", "Barter", and "Exchange" are not defined.

EXEMPT SALES

is))

Cigarettes
Cigarettes sold to veterans' hospitals and state operated dcraicilary 
homes for veterans for distribution or sale, and all sales to the 
United States are exempt (Sec. 321),

"Sale" and/or* "Sales" means "sales, barters, exchanges, and every 
other manner, method and form of transferring the ownership of per­
sonal property from one person to another and is also declared to be 
the use or consumption in this State in the first instance of ciga­
rettes received from without the State or of any other cigarettes 
upon which the tax has not been paid. Th.n term 'first sale' shall 
mean and include the first sale or distribution of cigarettes in in­
trastate commerce or the first use or consumption of cigarettes with­
in this state." (Sec. 301 (g)).

A  tax is levied upon the sale, barter, or exchange of tobacco products, or 
the having possession of tobacco products for consumption (Sec. 404).

Cigars, Smoking and Chewing Tobacco
Tobacco products sold to governmental agencies (Sec. 405), Veterans' 

hospitals (Sec. 419), the State Board of Affairs for free distribution

37.1 TOBACCO MERCHANTS ASSOCIATION OF THE U.S. 37.1

t
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Each moilili approximately 35 cigarette tax returns are submitted to this division. The return is checked for 
j mat hemal i «:al errors and to arrive at the correct number of taxable cigarettes. The computation of tax due and discount 
{ is verified and the original return is checked and submitted to the cashier's office. The 35 returns are supported by a 

monthly average of 3,000 invoices. Ihese are audited lor errors aiwl 10 to 15 adjustments arc made cacli monLh. A ci.garctt< 
j tar ledger is maintained which contains all the information on .the return, taxpayers.' names, date return received, gross 
jj number of cigar ottos, oLher credits, military credits, net taxable cigarettes, commission and net tax. These, figures must - 
I all balance before posting is considered complete. From these figures a statistical report is compiled for the Tobacco
iTax Council r.iul the Tobacco Mcrphants Association. A collection report is submitted monthly to the Director for
.-his info i inati on and budget and revenue estimating.. Cigarette’licenses are issued to all distributors, Direct-buying
{retailers and vending machine operators. There are approximately 90 licenses issued yearly. Field trips arc made for
J license enforcement and audit of company records. Twcr.ty-fivc pieces of incoming correspondence and 20 pieces of out- 
t going coi ruspomlonce are handled monthly. 7 ho cigarette tax contributed $2,967,461 to the Treasury in FY 71.

U  I  . I  J
D m  •f t  ( 7  O FY ? < /

The Cigarette Tax contributed $3,224,492 to Treasury in FY 1972 and ranked 10th in all taxes collected. Each month 
approximately 35 cigarette tax returns arc submitted. A cigarette tax ledger is maintained which contains all the
information on the return pertaining to the taxpayer. From these figures a statistical report is compiled for the Tobacco

Tax Council and the Tobacco Merchants Association. A collection report is submitted monthly to the Director for his 
information and budget and revenue estimating. Approximately 75 cigarette licenses are issued yearly to all distributors, 
direct-buying retailers and vending machine operators. FieLd trips arc made for license enforcement and audit of company 
records. Audita are also made against manufacturers computer print-out reports that show all cigarettes shipped into Alaska

Other duties pertaining to Cigarette Excise Tax include a complete and up to date knowledge of the statutes and regulations 
relating.to administering and enforcement. Current.copies of t esc laws and regulations are made available to the taxpayer 

and are updated as the laws are amended. During the legislative session any House or Senate Bills intioduced affecting 

cigarette1 taxes arc researched by the Research Analyst to ascertain the effect they ^iould have on Treasury, cost of

administration, and possible problems that could result if. the bills.were enacted.

’K J



A S S O C I A T E D  T O B A C C O  M A N U F A C T U R E R S ,  I N C .

0IO J7TH STREET, N.W., WASHINGTON, D. C. 20006 (202) 206-3750 

(AFFILIATED WITH t h e GROCERY MANUFACTURERS OP AMERICA, INC.)

. F eb ru a ry  18, 1 9 7 2  ai • ...

FILE- - - L ^

The Honorable William A. Egan 
The Governor of Alaska 
Juneau, Alaska 99^01

I

Dear Governor Egan:

This association is greatly concerned over the prospect of a new State tax on 
manufactured tobacco (smoking tobacco, chewing tobacco, and snuff), a3 pro­
posed by H4.

The tax currently proposed on such tobacco products would be a punitive levy 
on a great many citizens in the State who wage a daily fight against the ever 
increasing cost of living, hitting hardest at the pocketbooks of those least 
able to afford it - the working folks and low-income groups.

Not too long ago the U. S. Department of Agriculture and the U. S Department 
of Health, Education, and Vi'elfare released statistics which we believe are 
still valid. These show that' less than 8 percent of the male population of 
this country (18 years of age and over) uses smoking tobacco regularly and 
that 27 percent of these consumers are 65 years of age and over. Significant­
ly, a large percentage of such consumers are retired because of age or physical 
disability and live on very modest pensions. Chewing tobacco and snuff users 
no doubt follow these patterns. Therefore, manufactured tobacco must be .judged 
primarily a poor man's tobacco with a small number of users.

Because of these reasons, the cost to consumers must be held to the lowest 
figure possible. The manufacturers have strived to do this in the face of in­
creased costs of materials, labor, production, and marketing of manufactured 
tobacco by improving methods of production, packaging, and distribution and 
by passing on to the consumer the benefits of such improved efficiency. How­

ever, because of the continuing increases in costs and because of the failure 
of sales of manufactured tobacco to keep pace with the increase in population, 
this segment of the tobacco industry has been in a distressed condition for 
many years. It has taken superhuman efforts by producers of such tobacco to 
stay in business and provide quality merchandise to low income consumers at 
a price such consumers cam afford to pay. Indeed, many producers have not 
fared as well and have gone out of business. According to official Government 
sources, manufactured tobacco was produced in 1,510 factories in 1920, where­
as in 1971, fewer than 70 factories reported production of smoking tobacco, 
chewing tobacco, and snuff.

If.this tax is imposed, reduced sales will result which will hurt not only 
the producers but, more important from your point of view, also the wholesale 
tobacco distributors and tobacco retailers in your State. And there will bo 
problems for the State, as woll.

■inMimii— in HiiMiiiwii— iiiwhii— 111 ilium n * 'in iii in......



The t a x  w i l l  s u r e l y  encourage b oo t le g g in g  from low er t a x in g  j u r i s d i c t i o n s  o r  
from S t a t e s  which do n o t  impose such a ta x .  Under t h e  "Jenk in s  Act" (15 USC 
375-377), th e  S t a t e s  a r e  acco rded  F ed e ra l  a s s i s t a n c e  i n  en fo rc in g  t h e i r  t a x  
on c i g a r e t t e s .  Th is  Act, however, does no t ap p ly  to  o t h e r  tobacco p roduc ts  
and th e  S t a t e  w i l l  have to  go i t  a lo n e .  Experience has shown t h a t  a S t a t e  
which ta x e s  m anufac tu red  tobacco  i s  con f ron ted  a l s o  w i th  a d m in i s t r a t i v e  and 
en fo rcem en t c o s t s  e n t i r e l y  d i s p r o p o r t i o n a t e  to  th e  revenue d e r iv ed  by th e  
S t a t e  from such ta x .

Seven S t a t e s  r e a l i z e d  th e s e  s i t u a t i o n s  and concluded t h a t  t h e i r  t a x  on manufac­
t u r e d  mobacco was unworkable and re p e a le d  t h e i r  t a x  (V irg in ia ,  A laska, Maine, 
M a s sa c h u se t ts ,  New Mexico, New York, and Michigan)".’

New York r e p e a le d  th e  t a x  on m anufac tu red  tobacco (and c ig a rs )  which had been 
on th e  books f o r  two y e a r s .  The r e p e a l  was advoca ted  by th e  Governor o f  th e  
S t a t e  on tho  b a s i s  o f  in fo rm a t io n  su pp l ie d  by th e  G ove rno r’s Tax S t r u c tu r e  
S tudy  Committee. The Committee found t h a t  th e  t a x  was u n f a i r  to  independen t 
r e t a i l  c i g a r  and tobacco  m erchan ts because i t  p la ced  them a t  a com pe t i t iv e  d i s ­
advan tage  w i th  c i g a r  and tobacco  vendo rs in  n e ig h bo r in g  S t a t e s .  A u th o r i t i e s  
found t h e  t a x  to  be unsound because  o f  th e  d i f f i c u l t i e s  o f  a d m in i s t r a t io n  and 
en fo rcem en t and because  o f  th e  l o s s  o f  b u s in e s s .  There was ev idence o f  r a t h e r  
w idesp read  ev a s io n  o f  th e  t a x .  Th is  was c o n s i s t e n t  w i th  th e  New York C i ty  
j o b b e r s '  and r e t a i l e r s '  r e p o r t  o f  a 30 p e r c e n t  d e c l i n e  i n  th e  volume o f  c ig a r  
b u s in e s s  and a 25 p e r c e n t  d e c l i n e  i n  th e  volume o f  smoking tobacco b u s in e s s .  
Throughout t h e  r e s t  o f  th e  S t a t e  d e a l e r s  r e p o r te d  a 10 p e r c e n t  to  15 p e rc e n t  
d e c l i n e  i n  c i g a r  b u s in e s s .  S tu d ie s  i n d i c a t e d  t h a t  t h i s  t a x  r e s u l t e d  i n  a l o s s  
o f  from 20 p e r c e n t  to  30 p e r c e n t  o f  th e  d o l l a r  s a l e s  o f  th e  tobacco p rodu c ts  i n  
th e  S t a t e .

•Michigan, a l s o  found t h i s  type o f  t a x  to  be u n f a i r  and unsound, The Department 
o f  Revenue D iv i s io n  r e p o r te d  t h a t  th e  c o s t  o f  a dm in i s te r in g  such a t a x  was 
h ig h e r  th an  expec ted , t h a t  t h e r e  was much o p p o s i t io n  from th e  t r a d e ,  and t h a t  
t h e  t a x  a lm os t p u t  M ich ig an 's  o n ly  c i g a r  m anu fac tu re r  o u t  o f  b u s in e s s .  A s u r ­
vey  made i n  t h i s  S t a t e  i n d i c a t e d  t h a t  i t s ' t o b a c c o  t a x  a t tem p t caused a 19 p e r ­
c e n t  l o s s  i n  d o l l a r  s a l e s  o f  tobacco  p ro d u c ts .  The S t a t e  l e g i s l a t u r e  f e l t  
t h a t  t h e  c o s t  o f  a d m in i s t r a t i o n  and th e  problems in h e r e n t  i n  such a t a x  d id  
n o t  w a r r a n t  keep ing  t h i s  t a x  i n  o f f o o t  and re p e a le d  i t ,

The Congress o f  t h e  Un ited  S t a t e s  re cogn ized  m anufac tu red  tobacco as th e  poor 
man's tobacco  arid t h e  d e c l i n i n g  s t a t e  o f  t h i s  segment o f  i n d u s t r y  and re p e a le d  
the F ed e ra l  t a x  on m anufac tu red  tobacco e f f e c t i v e  Janua ry  1, 1966.

We a p p e a l  to  you r sen se  o f  f a i r n e s s  to  examine t h i s  m atoer c a r e f u l l y .  We hope 
you w i l l  r e a c h  th e  c o n c lu s io n  t h a t  because t h i s  proposed t a x  would be d e t r i ­
m en ta l  t o  so many p eop le ,  and would p r e s e n t  so many d i f f i c u l t i e s  f o r  th e  l i t t l e  
revenue  i t  would p roduce , you w i l l  work a g a in s t  i t s  enactment.

W e  appeal to you to defeat the proposal to tax the poor man's tobacco.

Very t r u l y  you rs ,

Execu tiv e  Vice P r e s id e n t
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The State of Utah imposes an 8c per pack cigarette tax. It also imposes a 25°L of 
wholesale price tax on tobacco products.

Iitformation obtained from the Utah State Tax Commission discloses tax collections as 
follows:

Fiscal Year Ended June 30, 1972 Cullections

Cigarette Tax (8c per pack) $6,057,000

Tobacco Products (257, of wholesale price) 223,404

Fiscal Year Ended June 30, 1971 Collections

Cigarette Tax (8c per pack) $5,500,000

Tobacco Products (25% wholesale price) 214,000

The State Tax Commission estimated Utah's population in 1972 to be approximately 
1,100,000.- Utah's experience on the tobacco products tax for the past six years 
indicates that tobacco products tax collections amounted to between 3 and 4% of that 
received on the cigarette tax.

TOBACCO PRODUCTS TAX

The Utah State Legislature which convened in January 1973 is considering a bill to 
tax small cigars the same as cigarettes and take small cigars ouu of the tobacco 

products category.
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C IG A RE T TE  TAX

CODES 1 0 2 - 1 0 3

$ Increase °/a Increase %  of
Net Over.Prior Over Prior Estimate

Fiscal Year Ending Collections Fiscal. Year Fiscal Year Realized

6-30-72 $ 3,224,492.53 $ 257,030.68 8.66 98.02

6-30-71 2,967,461.85 256,205.61 9.45 95.85

6-30-70 2,711,256.24 81,019.13 3.08 99.13

6-30-69 2,630,237.11 108,168.84 4.29 103.83

6-30-68 2,522,068.27 74,429.05 3.04 99.74

6-30-67 2,447,639.22 Base Year Ease Year 91.06

*

>



STATE CIGARETTE TAX RATES & TAXATION OF TOBACCO PRODUCTS 
AMD DISCOUNTS ALLOWED WHOLESALERS FOR COLLECT! OR AFFIXING 

INDICIA AS OF NOVEMBER 1, 1972

CIGARETTE TAX PER DISCOUNT RATE FOR MONETARY DISCOUNT TOBACCO PRODUCTS 
STATE PACK OF 20 WHOLESALERS ON CASE 600 PACKS TAX ON CIGARS, etc.

Alabama 12 c 7.5 % $ 5.40 Yes

Alaska 8 C 1.0 7o 0.48 No

Arizona 10 c 1.5 % 0.90 Yes

Arkansas 17.75 c 3.8 % 2.907-4.047 Yes

California 10 c 0.85 7= 0.51 No

Colorado 5 c 6.0 °L 1.80 No

Connecticut 21 C 1.0-1.125% 1.08-1.26 No

Delaware 14 c 3.5-3/10 of lc pack 1.80-2.31 Yes

Dist. of Columbia 4 <? 6.0 1 1.44 No

Florida 17 c 2.0-2.9 % 1.80-2.61 No

Georgia 12 c 3.0 70 1.44-2.16 Yes

Hawaii 8 c -0- -0- Yes

Idaho 9 c 5.0 % 2.70 Yes

Illinois 12 c 0.67-1,67 7. 0.48-1.20 No

Indiana 6 C 4.0 % 1.44 No

Iowa 13 C 3.0- 3.50 7o 2.10-2.34 Yes

Kansas 11 C 3.25-3.75 7o 2.145-2.475 Yes

Kentucky 3 e 6.0 % 1.08 No

Louisana 11 C 6.0 70 3.96 Yes

Maine 14 C 2.25 % 1.62-1.89 • No

Maryland 6 C 5.0 7o 1.80 No

Massachusetts 16 c 1.67 % 1.60 No

Michigan 11 C ” 1.0 & 0.66 No

Minnesota 18 C 1.5-2.5 7o 1.62-2.70 Yes

Mississippi 11 <?* '8.0 7o 5.28 Yes

Missouri 9 c 2.0 70 1.08 No

Montana 12 c 3.0 70 2.16 Yes

Nebraska 13 C 5.0 7. 2.40-3.90 No

Nevada 10 C 4.0 7. 2.40 No

New Hampshire 11 C 3.5 7. 1.89-2.31 Yes

New Jersey 19 C 1.46 7. 1.54 No

New Mexico 12 C 2.0-4.0 % 1.44-2.88 No

New York 15 C 0.98-1.16% 0.882-1.044 No

North Carolina 2 c 7/24c a stamp 1.75 No

North Dakota 11 C 3.0 % 1.98 Yes

Ohio 15 C 3.0-3.11 % 1.80-2.80 No

Oklahoma 13 C 4.0 % 3.12 Yes

Oregon 9 C 1.67 mills (pack) 1.00 No

Pennsylvania 18 C 3.0 % 3.24 No

Rhode Island 13 c 2 . 0 % 1.56 Yes

South Carolina 6 C 5.0 % 1.50 Yes

South Dakota 12 C 3.5 % 2.52 No

Tennesee 13 c 1.75-2.75 % 1.365-2.145 Yes

Texas 18.5 c 2.25-2.75 % 2.0925-3.0525 Yes

Utah 8 C 4.0 % 1.92 Yes

Vermont 12 c 3.2 % 2.304 Yes

Virginia 2.5 C 5.0 % 0.75 No

Washington 16 c 1.682 on lie 1.11 Yes

West Virginia 12 c 4.0 2.88 No

Wisconsin 16 c 2.1-2.4 % 2.016 No

Wyoming 8 c 6.0 %• 2.88 Ho

^ E f f e c t i v e  J u l y  1 ,  1 9 7 3 ’



SUMMARY OF PRECEDING TABLE OF CIGARETTE TAX RATES, ETC. 

CIGARETTE TAXES BY RATES -- NOVEMBER 1, 1972

TAX RATE NO. OF STATES

2.0 0
2.5 C
3.0 C
4.0 c
5.0 c
6.0 c
8.0 c
9.0 c

10.0 c
11.0 c
12.0 c
13.0 c
14.0 c
15.0 c
16.0 c
17.0 c
17.75b
18.0 c
18.5 c
19.0 c
21.0 c

3
4 
3 
3 
6 
8
5 
2 
2 
3 
1 
1 
2 
1 
1 
1

51

(including Alaska)

GENERAL INFORMATION

8 States have lower cigarette tax rates than does Alaska 
3 States have the same cigarette tax rate as does Alaska 

39 States have higher cigarette tax rates than does Alaska 
23 States have a tax on tobacco products (cigars, etc.)
28 States including Alaska d .t not have a tax on tobacco products 

(cigars, etc.)

SOURCE OF STATISTICS

Federation of Tax Administrators



CIGARETTE TAX 
CODE 102-103

Code

102
103

Estimate Estimate Estimate Estimate Estimate
Item 1973-74 1974-75 1975-76 1976-77 1977-78

Cigarette Tax 3c General Fund $1,447,300 $1,592,100 $1,751,300 $1,821,300 $1,894,200
Cigarette Tax 5c School Fund 2,246,100 2,470,700 2,717,700 2,826,500 2,943,500

Total Tax $3,693,400 $4,062,800 $4,469,000 $4,647,800 $4,837,700

Value 4c additional tax $1,846,700 $2,031,400 $2,234,500 $2,323,900 $2,418,850

Value Floor Stock Tax 82,900 -0-' -0- -0- -0-
Total Additional Revenue $1,929,600 $2,031,400 $2,234,500 $2,323,900 $2,418,350

>



Table 12- 1972
STATES WHICH TAX BOTH CIGARETS AND OTHER TOBACCO PRODUCTS 

(Fiscal year ending June 30, 1972)

co
oo

Total cigaret Percentage of total
and other tobacco taxes Cigaret taxes Other tobacco taxes tobacco taxes from:

Other Cig- Other
Gross Net Gross Net products Gross Net a- tobacco

State amount collections amount collections taxed* amount collections rets products State

Ala. $ 44.022.671 S 40,720,971 S 42,198,422 $ 39,033,540 CSChSn $ 1,824 ^49 $ 1,687,431 95.9 4.1 Ala.
Ariz. 23,468,235 23,121,989 23,116,211 22,775,159 CSChSn 35<. '24 346,830 98.5 1.5 Ariz.
Ark. 37,148,083 35,668,047 35,848.433 34,368,397 CSCh 1,299,650 1,299,650 96.5 3.5 Ark.
Ga. 66,326,554 64,363,925 65,455,470 63,492,841 C 871,084 871,084 98.7 1.3 Ga.
Hawaii 6,522,930 6,522,930 5,870,637 5,870,637 CSChSn 652,293 652,293 90.0 10.0 Hawaii
Iowa 41,300,264 40,084,200 40,547,730 39,331,666 CSChSn 752,534 752,534 98.2 1.8 Iowa
La. 52,342,115 47,638,773 50,729,579 46,171,136 CS 1,612,536 1,467,637 96.9 3.1 La.
Minn. 63,595,427 60,019,848 61,451,715 57,929,730 CSChSn 2,143,712 2,090,118 96.6 3.4 Minn.
Miss. 24,175,425 22,241,391 22,467,168 20,669,795 CSChSn 1,708,257 1,571,596 92.9 7.1 Miss.
Mont. 10,620,760 10,297,437 10,379,102 10,067,861 CSChSn 241,658 229,576 97.7 2.3 Mont.
N.H. 25,488,417 24,463,870 24,229,304 23,255,757 CSChSn 1,259,113 1,208,113 95.1 4.9 N.H.
N.D. 7,308,006 7,091,881 7,139,673 6,924,129 CSChSn 168,333 167,752 97.7 2.3 N.D. .
Okla. 44,724,591 42,935,787 41,295,131 39,643,390 CSCh 3,429,460 3,292,397 92.3 7.7 Okla.
R.l. 17,330,298 16,995,303 16,769,392 16,434,397 CSChSn 560,906 560,906 96.8 3.2 R.l.
S.C. 20,573,228 19,531,265 18,928,116 17,919,056 CSChSn 1,645,112 1,612,209 92.0 8.0 S.C.
Tenn. 59,006,269 57,078,758 57,838,793 55,929,285 CSChSn 1,167,476 1,149,473 98.0 2.0 Term.
Texas 235,233,188 229,378,733 226,503,540 220,649,085 CSCh 8,729,648 8,729,648 96.3 3.7 Texas

_Utah 6,495,681 6,243,365 6,272,275 6,019,959 CSChSn 223,406 223,406 96.6 3.4 Utah
Vt. 7,900,740 7,651,690 7,586,268 7,343,507 CSChSn 314,472 308,183 96.0 4.0 Vt.
Wash. 52,283,229 51,718,961 48,833,040 48,268,772 CSChSn 3,450,189 3,450,189 93.4 6.6 Wash.
T o t a l S 8 4 5 ,866,111 S813.769.124 S8 1 3 , '» a i /,w 'i9 5 7 82 ,09 8 ,099 5 3 2 ,406 ,1 12 S31,671,025 96.2 3.8 Total
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Table 13-1954 
CIGARET TAXES AS A PERCENTAGE OF RETAIL PRICE 

(As of November 1, 1954)

State

Weighted 
average price 
per package

State and Federal Taxes as a
cigaret taxes percentage of average
per package retail price

Ala.
Ariz.
Ark.
Calif.
Colo.
Conn.
Del.
D.C.
Fla.
Ga.
Idaho
III.
Ind.
Iowa
Kans.
Ky.
La.
Maine
Md.
Mass.
Mich.
Minn.
Miss.
Mo.
Mont.
Neb.
Nev.
N.H.
N.J.
N.M.
N.Y,
N.C.
N.D.
Ohio
Okla.
Ore.
Pa.
R.l.
S.C.
S.D.
Tenn.
Texas
Utah
Vt.
Va.
Wash.
W. Va.
Wise.
Wyo.

Average (median) 
for all states 22.7 11.0

45.8 °i,

45.0 
54.6
40.8
44.0
49.1
50.2
48.1
54.4
47.8
49.5
49.5
48.2
48.2
49.8
49.3
55.6
52.2
41.9
52.6
47.2
53.3
51.5
41.5
52.9
51.9
47.2
51.2
47.6
52.4
48.7
40.8
49.8
47.6
53.9
43.0
51.5
48.5
49.3
49.8
53.1
53.8
51.9
53.1
43.0
52.9
49.0
50.0
50.5

48.7

Note: Prices do not include municipal cigaret taxes.



(During fiscal years ending June 30)

State 1950 1951 1952 1953 1954 1955 195G 1957 1958 1959 19G0 1961

Ala. 3<t 3 4 3 4 3 <t 3 <t 3 4 4 4 4 4 4<t 4< 64* 64
Alaska — — — — — — — — — 5 5 5
Ariz. 2 2 2 2 2 2 2 2 2 2 2 2
Ark. 4 6* (j 6 6 6 6 6 6 6 6 6
Calif. - - - - — — — - - - 3 3
Colo. — — — — — — — — — — — —
Conn. 3 3 3 3 3 3 4* 3' 3 3 3 3
Del. 2 2 2 2 3* 3 3 3 3 3 3 3
D.C. 1 1 1 1 1 2 2 2 2 2 2 2
Fla. 5* 5 5 5 5 5 5 5 5 5 5 5
Ga. 5 5 3 3 3 3 5 5 5 5 5 5
Hawaii — — — — — — — — — — 3.9 3.9
Idaho 3 3 3 3 3 4* 4 4 4 4 5 5
III. 3 3 3 3 3 3 3 3 3 3 3* 4
Ind. 3 3 3 3 3 3 3 3 3 3 3 3
Iowa 2 2 2 2 3 3 3 3 3 3 4* 4
Kans. 3 3 3 3 3 3 3 4* 4 4 4 4
Ky. 2 2 2 2 2 3 3 3 3 3 3 2.5
La. 8 8 8 8 8 8 8 8 8 8 8 8
Maine 4 4 4 4 4 4 5 5 5 5 5 5
Md. — — — — — — — — — 3 3 3
Mass. 5 5 5 5 5 5 5 5 5 6* 6 6
Mich.- 3 3 3 3 3 3 3 3 5 5 6* 6
Minn. 4 4 4 4 4 4 4 4 4 4 5.5 5.5
Miss. 4 4 4 4 4 5* 5 5 5 6 6 6
Mo. — — — — — _ 2* 2 2 2 2 4*
Mont. 2 4* 4 4 4 4 4 5* 8 8 3 8
Neb. 3 3 3 3 3 3 3 3 4* 4 4 4
Nev. 3 3 3 3 3 3 3 3 3 3 3 3
N.H. 2.5 2.5 3 3 3 3 3 3 3.5 3.5 3.5 3.5
N.J. 3 3 3 3 3 3 5* 5 5 5 5 7 *
N.M. 4 4 4 4 4 4 5 5 5 5 5 5
N.Y. 3 3 3 3 3 3 3 3 3 5* 5 5
N.C. - - - - - - - — — .. — -
N.D. 5 5 6 6 6 6 6 6 6 6 6 6
Ohio 2 2 2 2 2 2 3* 3 3 5* 5 5
Okla. 5 5 5 5 5 5 5 5 5 5 5 5
ure.
Pa. 4 4 4 4 4 4 5* 5 5 6* 6 6
R.l. 3 3 3 3 3 3 3 3 5* 5 6* 6
S.C. 3 5 3 3 3 3 3 3 3 3 5 5
S.D. 3 3 3 3 3 3 3.25 3.25 3.25 3.25 5 5
Tenn, 3 5* 5 5 5 5 5 5 5 5 5 5
Tex. 4* 4 4 4 4 4 5* 5 5 5 8* 8
Utah 2 2 2 2 4* 4 4 4 4 4 4 4
Vt. 4 4 4 4 4 4 4 4 5 5 7 7
Va. — — — — — — — — — — — 3*
Wash. 4* 4 4 4 4 5* 5 5 5 6* 6 7 *
W. Va. 1 1 4 4 4 4 4 5 5 5 5 5
Wise. 3 3 3 3 3 3 4 4 5 5 5 5
Wyo. - - 2 2 2 2 2 2 3 3 4 4

* Indicates that the rate change shown became effective after the beginning of the fiscal 
year.

** For rates as of November 1,1972 see Table 6.
t Hawaii tax is 40% of wholesale price. New Hampshi: ■: is 42% of retail price.

During fiscal years eri

1962

6 48*
O

1963 1964 1965 1966 1967 1968 19G9 1970 1971 1972*’ State

6480
648 648 748 748 104*8 1048 124*8 1248

124
8

Ala.
Alaska

2 2 6.5 6.5 10* 10 10 10 10 Ariz.
Z
n a 6 8* 8 8 8 12.25* 12.25 17.75* 17.75 Ark.
b U

n 3 3 3 3 10* 10 10 10 10 Calif.
3 o

5* 5 5 5 5 5 5 5 Coio.

c K 6 6 8 8 8 8 16 16 21* Conn.0
5*

j
52 52

52
7*2

7
3*

7
3

7
3

11
4*

11
4

14*
4

Del.
D.C.

Z
e 5 8 8 8 8 15* 15 15 15 17* Fla.0
e 8* 8 8 8 8 8 8 12* 12 Ga.
9
3.9
C

j
3.9
7*

3.9
7

3.9
7

8
7

8
7

8
7

8
7

8
7

St
7

lOt
7

Hawaii
Idaho

u
A 4 4 4 7* 7 9* 9 12* 12 12 III.

O 4* 4 6* 6 6 6 6 6 6 6 Ind.
*3

/I 4 5* 5 8 8 10* 10 10 13* 13 Iowa

4 4 6* 8* 8 8 8 8 8 11 11 Kansas

2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 3 3 Ky.

8 86
8 8 8 8 8 8 8 11’ 11 La.

6 6 8 8 10* 12* 12 12 14* Maine
V/ 6 6 6 6 6 6 6 6 6 6 Md.
u 6 6 8* 10* 10 10 12* 12 16* 16 Mass.
u
5 7 7 • 7 7 7 7 7 11* 11 11 Mich.
j
7 8* 8 8 8 8 8 13* 13 13 18* Minn.

s 8 8 9 9 9 9 9 9 9 9 Miss.

4 4 4 4 4 4 4 4 9* 9 9 Mo.

3 8 8 8 8 8 8 8 8 12* 12 Mont.

4 6* 6 8* 8 8 8 8 8 13* 13 Neb.

7 7 7 7 7 7 7 7 10 10 10 Nev.

3.5 3.5 3.5 3.5 4.5 4.5 7 7 7 8.5t 11* t N.H.

7 8* 8 8 11* 11 14* 14 14 14 19* N.J.

8 8 8 8 8 8 8 12 12 12 12 N.M.

5 5 5 10* 10 10 12* 12 12 12 15* N.Y
— - — 2* 2 2 N.C.

e Q 7 7 8 8 8 8 11 11 11 N.D.
u
5 5 5 5 5 5 7* 7 10* 10 15* Ohio

7 7 7 7 8 8 13" 13 13 13 13 Okla.

4 4 4 4 4 9 Ore.

6 8 8 8 8 8 13* 13 18* 18 18 Pa.

6 6 8* 8 8 8 8 13 13 13 13 R.l.

5 5 5 5 5 5 5 5 6 6 6 S.C.

5 5 6 6 8 8 8 8 12 12 12 S.D.

5 7* 7 7 7 8* 8 13* 13 1 O  
l  \J 13 Tenn.

8 a 8 8 11 11 11 11 15.5* 15.5 18.5* Tex.

4 4 8 8 8 8 8 8 8 8 8 Utah

7 7 8* 8 10 10 10 12* 12 12 12 Vt.

3 3 3 3 2.5* 2.5 2.5 2.5 2.5 2.5 Va.

7
J

7
66

7 11* 11 11 11 11 11 16* 16 Wash.

6
6* 68*

68
610*

610
7*10

710
7
14*

12
14

12
16*

W. Va. 
Wise.

4 4 4 4 4 4 8 8 8 8 8 Wyo.
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. *
S T A T E
o f f  A L A S K A

to: [~ Glen Vernon
Legislative Finance Division

FROM: Steffen Andersen, Director 
Excise Tax Division 
Department of Revenue

subject: Committee Substitute
House Bill 56

date: F e b r u a r y  7 ,  1973

I have reviewed the committee substitute for HB 56 and submit the 
following for your review:

1. Although Chapter 50 is called the tobacco tax it confines itself 
to the licensing, regulation and taxation of cigarettes. The 
question arises as to whether the new section on other tobacco 
products should have the following added. "The regulations and 
penalties established in section 10-180 of this chapter apply to 
the tax levied in this section." As it is now written there 
are no penalty and interest provisions for late payment or no 
payment. Also, our license (copy attached) only pertains to 
-'■’■garettes. Should a license be necessary for the taxing of 
other tobacco products?

2. The taxing of other tobacco products would not create any 
admin?.strative problems. Section 43.50.150(b) authorizes the 
department to make the necessary administrative regulations by 
adding the new section.

The only other comment is that the distributors feel that if the 
cigarette ax is to be raised and a tax applied to other tobacco 
products, that uheir commission for collection should be raised 
from one percent to two percent. Their commission has been the 
same since 1961 and their collection costs have greatly increased.

SA:dw

Attachments
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LITTLE CIGARS - WHAT ARE THEY?
HOW ARE THEY DISTINGUISHED FROM CIGARETTES?

The Un ited  S ta te s  In te rn a l Revenue Code  (26 U .S .C .  5702) p rov ides  
s p e c i f i c  d e f in i t io n s  for c ig a r s  and for c ig a r e t t e s  - d e f in i t io n s  th a t  r e c o g ­
n iz e  th e  b a s i c  d i s t in c t io n s  b e tw een  t h e s e  two p ro d u c ts .  Under th e s e  
d e f in i t io n s  any ro l l  of to b a c c o  w rapped in  p ap e r  i s  c le a r ly  a c ig a re t te ;  
any  ro l l  of to b a c c o  w rapped in  le a f  to b a c c o  i s  c le a r ly  a c ig a r .  Any ro l l  
of to b a c c o  w rapped  in r e c o n s t i tu te d  to b a c co  i s  d e te rm ined  to  be e i th e r  a 
c ig a r  or a c ig a r e t t e ,  a f te r  e x te n s iv e  ex am ina t io n  by th e  U n ited  S ta te s  
T rea su ry 's  Bureau of A lcohol, Tobacco  and F ire a rm s .

The w rappe r is  e v a lu a ted  to  d e te rm ine  w h e th e r  i t  c o n ta in s  a s ig n i f ic a n t  
proportion  of n a tu ra l  tobacco ; w h e th e r  i t  i s  w i th in  t h e  ra n g e  of co lo rs  
norm ally  found in n a tu ra l  le a f  tobacco ; w h e th e r  i t  h a s  some of the o ther 
g en e ra l  c h a r a c te r i s t i c s  of th e  to b a c co  from w h ich  p roduced ,  e . g . , n ic o t in e  
c on ten t ,  pH (acid ity-alkalin ity) / t a s t e  and aroma; and th a t  it h as  not 
b e en  s o  changed  in  the r e c o n s t i tu t io n  p ro c e s s  th a t  i t  h a s  lo s t  a l l  of th e  
to b a c c o  c h a r a c t e r i s t i c s .

The f i l l e r  i s  e v a lu a ted  to  de te rm ine  w he th e r  i t  i s  s u b s ta n t i a l ly  of to b a c c o  
u n l ik e  th a t  in c ig a r e t t e s  and th a t  i t  d o e s  not h av e  added  f lavo r ing  w h ich  
would c a u s e  th e  p roduc t to  have  th e  t a s t e  or aroma g e n e ra l ly  a t t r ib u te d  
to  c i g a r e t t e s .

The com pos i t ion  of th e  f i l l e r  m a te r ia l  i s  v i t a l  to  th e  c l a s s i f i c a t i o n  of 
th e  p roduc t a s  a c ig a r .  F lue-cured to b a c c o  (the p r in c ip a l  kind of to b acco  
in  c ig a re t te s)  i s  p roh ib i ted  from b e in g  in  l i t t l e  c ig a r s .

Let u s  look a t  th e  d i f fe re n c e  b e tw een  c ig a r e t t e  to b a c c o  and c ig a r  to b a c c o .
A major d if fe ren ce  is  found in  the  m ethods of g row ing, h a rv e s t in g ,  cu r ing , 
and fe rm en t in g . C iga r to b a c c o  is  s low ly  a ir- cured fo r an  ex tended  period 
of t im e during w h ich  i t  h angs from ra c k s  in  to b a c c o  b a rn s .  After th i s  p h a s e  
i s  com p le ted , c ig a r  to b a c co  i s  t ran sp o r ted  to  w a r e h o u s e s ,  p i led  in bu lk s  
and a llow ed  to  fe rm en t n a tu ra l ly .  T h ese  bu lk s  a re  tu rn ed  s e v e r a l  t im es 
u n t i l  fe rm en ta t io n  i s  c om p le te d . The c ig a r  to b a c c o  i s  pu t in to  b a le s  or 
b oxes  for s to ra g e  and a d d i t io n a l  ag in g .

(more)

• ••you n e e d  no( in/ia/o to LITTLE CIGARS



Flue-cured to b a c c o  is  th e  p r in c ip a l  com ponen t of c ig a r e t t e s .  F lue-cured 
to b a c co ,  a s  the name im p l ie s ,  i s  a r t i f i c ia l ly  h e a ted  un t i l  th e  tob acco  is  
d ried ; i t  d o e s  no t undergo  pro longed fe rm en ta t io n  l ik e  c ig a r  to b a c c o .

A so p h is t i c a te d  labo ra to ry  p ro cedu re  i s  employed in  th e  Bureau of A lcohol, 
T obacco  and  F irea rm s labo ra to ry  of th e  U n ited  S ta te s  T reasu ry  D epartm en t 
in W ash in g to n .  It in v o lv e s  a s e r i e s  of s e q u e n t ia l  d i f fe re n t ia l  so lv en t  
e x t r a c t io n s  from th e  w rappe r and from the f i l l e r  of th e  p roduc t be ing  t e s t e d .  
The r e s u l t s  of th e  labo ra to ry  p ro cedu re s  a re  a n a ly z ed  and a p ro fe s s io n a l  
op in ion  d ev e lop ed  th a t  th e  p rodu c t i s  a c ig a r  or i s  a c ig a r e t t e .

Those  p roduc ts  th a t  a re  d e te rm ined  to be  l i t t l e  c ig a r s  have  w rapper m a te r ia l 
u s u a l ly  rang ing  from 65 to 100 p e rc e n t  to b a c c o ,  and f i l l e r  m a te r ia l  c o n s i s t in g  
of 65 to 100 p e rc en t  c ig a r- type  fe rm en ted  to b a c c o .  W here  l e s s  than  100 
p e rc e n t  fe rm en ted  to b a c c o  i s  u s e d ,  th e  rem a inde r of th e  f i l l e r  is o th e r  air- 
cured  to b a c co .  F lue-cu red  to b a c c o  i s  no t p r e s e n t .

In ad d i t io n  to  th e  labo ra to ry  p ro c ed u re s ,  a smok ing  p an e l  i s  convened  by 
the Bureau of A lcoho l, Tobacco  and  F irea rm s and th e  p a n e l ' s  op in ions a re  
c o l le c te d  and a n a ly z e d .

The repo r ts  of th e  la bo ra to ry  and of th e  smoking p an e l a re  th en  a n a ly z e d  
and th e  t a x  d e te rm in a t io n  i s  made and e x p re s s e d  by th e  Bureau of Alcohol, 
Tobacco  and  F i r e a rm s .

W ha t is  th e  r e s u l t  of th i s  e x te n s iv e  te s t in g?  Those  p ro du c ts ,  sough t to 
be put on th e  m arke t a s  l i t t l e  c ig a r s ,  w h ich  a re  d e te rm ined  by the  Bureau 
of A lcoho l, Tobacco  and  F irea rm s to be c ig a r e t t e s  do not appea r  in th e  mar­
k e t p l a c e .  Those l i t t l e  c ig a r s  th a t  do  a p p e a r  in th e  m arke t p la c e  have  b een  
t r ied  and t e s t e d . They h av e  b een  found to b e  tru ly  l i t t l e  c i g a r s .

It h a s  b een  sa id  in some q u a r te r s  th a t  l i t t l e  c ig a r s  a re  w rapped  in brown 
pape r w h ich  a p p a re n t ly  c o n ta in s  sm a l l  t r a c e s  of to b a c c o .  That s ta tem en t 
is  j u s t  not c o r re c t .  The w rappe r  m a te r ia l  for l i t t l e  c ig a r s  i s  re c o n s t i tu te d  
to b a c co .  R econ s t i tu ted  to b a c c o  i s  u s e d  a s  th e  w rappe r on a l l  d om e s t ic a l ly  
p roduced l i t t l e  c ig a r s  (and on many la rg e  c ig a r s ) .

The f i l le r  in  l i t t l e  c ig a r s  d i f fe r s  from th e  f i l l e r  in  American c ig a r e t t e s  in th a t 
th e  f i l le r  of l i t t l e  c ig a r s  i s  made of fe rm en ted  c ig a r  to b a c c o  and o the r  air- 
cured to b a c c o .  By w ay  of c o n t r a s t ,  th e  f i l l e r  of American c ig a r e t t e s  is  
m ostly  f lu e-cu red  to b a c co ,  none of w h ich  i s  found in  l i t t l e  c ig a r s .



A major d i s t in c t io n  b e tw een  c ig a r smoke and c ig a r e t t e  smoke is  th a t 
c ig a r s  tend  to  b e  a lk a l in e  w h ile  c ig a r e t t e s  tend  to  be  a c i d . Th is is  
c lo s e ly  r e la te d  to  in h a la t io n  p r a c t i c e s .  The more a c id  th e  smoke, th e  
more l ik e ly  th e  smoker i s  to  in h a le .  The more a lk a l in e  th e  smoke, th e  
l e s s  l ik e ly  th e  smoker is  to in h a le ,  And, th o s e  who in h a le  smoke of 
g re a te r  a lk a l in i ty  a re  l e s s  l ik e ly  to  in h a le  d eep ly  a s  th o s e  who in h a le  
sm oke of g re a te r  a c id i ty .

To sum m arize ,  l i t t l e  c ig a r s  a re  ro l l s  of to b a c c o  w rapped  in re c o n s t i tu te d  
to b a c c o .  T h e se  p roduc ts  a re  tru ly  c ig a r s ,  not c i g a r e t t e s .  They can  be 
r e a d i ly  d i s t in g u i sh e d  from c ig a r e t t e s  by th e i r  c ig a r  to b a c c o  f i l l e r s  and 
th e i r  w rapp e rs  made of to b a c c o .  L it t le  c ig a r s  t a s t e  d if fe ren t from 
c ig a r e t t e s .  One w ay  to  d i s c e rn  th e  d i f fe re n c e  i s  to try  them b lind fo ld ed . 
One need  no t in h a le  to  en joy l i t t l e  c i g a r s .
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FOR RELEASE; Upon Rece ip t

W e a re  d is a p p o in te d ,  but no t s u rp r i s e d ,  by th e  H ea l th ,  Educa tion  and 

W e lfa re  Report. It i s  a pp a ren t  th a t  th e  s e c t io n  d e a l in g  w ith  l i t t l e  c ig a r s  

w a s  in sp i red  to  suppo rt l e g i s l a t io n  th a t  has  b een  p ropo sed  to  c l a s s i f y  l i t t l e  

c ig a r s  a s  c ig a r e t t e s .  From a cu rso ry  rev iew  of th e  repo r t,  i t  i s  obv ious  

th a t  th e  d ep a r tm en t of HEW w as more conce rned  w ith  th e  d e v e l o p i n g  market 

for l i t t l e  c ig a r s  th an  w ith  any  s c i e n t i f i c  c o n s id e r a t io n s .

It i s  s t r a n g e  th e  repo r t c o n c lu d e s  th a t  the h e a l th  h a z a rd s  a s s o c i a t e d  w ith  

c ig a r  smoking " a r e  s u b s ta n t i a l ly  lower th an  th o s e  a s s o c i a t e d  w ith  c ig a re t t e  

sm ok in g ,"  and c la im s th o s e  who smoke l i t t l e  c ig a r s  a re  s u b je c t  to  th e  same 

r i s k  a l le g e d  to  be  a s s o c i a t e d  w ith  c ig a re t te  sm ok ing .

The h igh ly  s p e c u la t iv e  language  u sed  by HEW in re a c h in g  for th e ir  co n c lu s io n  

i s  worth  no t ing . "Smoking l i t t l e  c ig a r s  may r e s u l t  in h e a l th  e f f e c t s  s im ila r  

to  th o s e  a s s o c i a t e d  w ith  smoking c ig a re t t e s  if l i t t l e  c ig a r s  a re  smoked in  

am oun ts  and w ith  p a t te rn s  of in h a la t io n  s im ila r  to  th o s e  u sed  by c ig a re t te  

sm o k e r s . 11

As a l l  sm okers  know, c ig a r s ,  be they  b ig  or l i t t l e ,  d if fe r  g re a t ly  from 

c ig a r e t t e s .  The t a s t e ,  a roma, and smoking c h a r a c t e r i s t i c s  of th e  two 

p roduc ts  a r e  d i s t i n c t ly  d if fe ren t,  and to  compare th e  two is  l ik e  comparing  

a p p le s  and o ran g e s .

For fu r th e r  information: Edward C . C lifford

LITTLE CIGARS
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FOR RELEASE: Upon R ece ip t

The Report to  C ong re s s  by th e  F ed e ra l  Trade C om m iss ion  (pursuant to  

th e  Pub lic  H ea l th  C ig a re t te  Smoking Act) is  d i s a p p o in t in g ,  bu t not s u r ­

p r i s in g .  I t  would app e a r  t h a t  th i s  i s  a no th e r  move by a fe d e ra l  reg u la to ry  

ag en cy  to  fu r th e r  r e s t r i c t  th e  c h o ic e  of th o s e  who sm oke . O bv io u s ly  th is  

repo r t,  l ik e  th e  one r e c e n t ly  i s s u e d  by th e  Pub lic  H ea l th  S e rv ic e  of HEW, 

w as  d e s ig n e d  to  suppo r t  th e  p roposed  l e g i s l a t i o n  to  r e c l a s s i f y  l i t t l e  c ig a r s  

a s  c ig a r e t t e s .

The repo r t  s t a t e s  th a t  "The C om m iss ion  ha s  r e c e iv e d  in fo rm ation  from th e  

D ep ar tm en t of H ea l th ,  Educa tion  and W e lfa re  w h ich  in d i c a t e s  th a t  sm a l l  

c ig a r s  may w e l l  p r e s e n t  th e  sam e pub l ic  h e a l th  prob lem  a s  c ig a r e t t e s  if 

sm a l l  c ig a r s  a re  smoked in  th e  sam e q u a n t i t i e s  and if th e  smoke from sm a ll 

c ig a r s  i s  i n h a l e d ."

The h ig h ly  s p e c u la t iv e  la n g u ag e  u sed  by HEW i s ,  a p p a re n t ly ,  th e  b a s i s  

for FTC's re com m enda tion  th a t  th e  d e f in i t io n  for " c ig a r e t t e "  in  the  Pub lic  

H ea lth  C ig a re t te  Smoking Act be am ended to  in c lu d e  l i t t l e  c ig a r s .  Boiled 

down to  e s s e n t i a l s ,  th is  m eans th a t  FTC is  say ing :  "L i t t le  c ig a r s  may have  

h e a l th  a s p e c t s  l ik e  c i g a r e t t e s .  So, l e t ' s  c a l l  l i t t l e  c ig a r s  c i g a r e t t e s .  In 

t h i s  w ay , l i t t l e  c ig a r s  w i l l  be banned  from b ro a d c a s t  a d v e r t i s in g  and  w i l l  be 

requ ired  to  have  a w arn ing  s ta tem en t  on the  p a c k a g e . "  W e find su ch  

r e a so n in g  very  d i f f ic u l t  to  fo l low .

more

you, n e e d  n o t  i n h a l e LITTLE CIGARS



R e le a s e  
p ag e  2

All sm oke rs  know  th a t  c ig a r s ,  b e  th ey  b ig or l i t t l e ,  d if fe r  g re a t ly  from 

c ig a r e t t e s .  The t a s t e ,  a rom a, and smoking c h a r a c te r i s t i c s  of th e  two 

p ro du c ts  a r e  d i s t i n c t ly  d i f fe r e n t ,  and to  com pare  th e  two i s  l ik e  comparing 

a p p le s  and  o ra n g e s .

For fu r th e r  in formation: Edward C . C lifford
(202) 785-4766 
1/23/73



Department of Reve n u e  —  State of Alaska

A l a s k a  C i g a r e t t e  T a x  L i c e n s e  N o .  C T

THIS IS TO CERTIFY that the licensee nomed below has made application for and paid the fee of

$.........for an Alaska Cigarette Tax License as a..........................................

for the fiscal year July 1, 19...... to June 30, 19......  or fraction thereof, and has agreed to file

or cause to be filed, true, correct and complete returns of cigarettes manufactured, imported, acquired or sold in the State of 
Alaska during each calendar month of the fiscal year shown above and pay the tax due on or before the last day of each 
month, as provided by law. PROVIDED, HOWEVER, That this license shall not bo taken as permission to do business in the 
State without having complied with the other requirements of the laws of the State of Alaska or of the United Slates.

ISSUED BY

Commissioner of Revenue

DR-CTI (REV. 4/64) ©  I

Spec-diset © Moore Business Forms, Inc. f

r IMPORTANT - License will be issued in Iho name ot person, or corporation appearing in this box. All Stolo Tax Ralurns should be lilod under Iho same nomo. 

DEFINITIONS:
A. ’'Clgorellc‘, means and includes any roll lor smoking made wholly or in porl of tobacco, irrespective ol the size or shape and irrespective ol the tobacco boing flavored, 
adulterated or mixed with ony olhor ingredient, Iho wrapper or cover of which is made of paper or any other substance or maleriol, except tobacco.
B. "Person" means and includes any individual, company, partnership, joint venture, joint agreement, association, mutual or otherwise, corporation, estole, trust, business 
trust, receiver or trustee appointed by any state or federal court or otherwise, syndicate, or any political subdivision ol this stole, or combination acting as a unit in the 
plural or singular number.

TYPE OF LICENSE FEE ENCLOSED

C. "MANUFACTURER" MEANS ANY PERSON WHO. BY INDUSTRIAL ART OR OTHERWISE, MAKES, FASHIONS OR PRODUCES CIGARETTES 
FOR SALE TO DISTRIBUTORS OR OTHER PERSONS. AS DEFINED IN THIS ACT

D. "DISTRIBUTOR" or "WHOLESALER-DTSTRIBUTOR" hi CANS ANY PERSON. WHEREVER RESIDENT OR LOCATED, WHO BRINGS CIGARETTES 
OR CAUSES CIGARETIES TO BE BROUGHT INTO THIS STATE, AND WHO SELLS OR DISTRIBUTES AT LEAST 75 PER CENT OF ALL SUCH 
CIGARETTES TO OTHERS FOR THE PURPOSE OF RESALE WITHIN THE STATE. A PERSON MAY QUALIFY FORAV/HOLESALER DISIRIBUIOR 
LICENSE BY FURNISHING A GOOD AND SUFFICIENT SURETY BOND IN AN AMOUN1 EQUAL TO TWICE THE AVER7.GE MONTHLY 
RETURN AND IN NO CASE LESS THAN L5.000, PAYABLE TO THE DEPARTMENT OF REVENUE AND APPROVED BY THE DEPARTMENT OF 
LAW. THE DEPARTMENT MAY ISSUE PERMIIS IN PLACE OF BONDS TO A RESIDENT WHOLESALER DISTRIBUTOR LICENSEE DOING BUSI­
NESS WHOLLY WITHIN THE STATE WHO PAYS THE TAX BEFORE SHIPMENI.

E. "DIRECT-BUYING RETAILER" MEANS ANY PERSON. WHEREVER RESIDENI OR LOCATED, WHO IS ENGAGED IN THE SALE OF CIGA­
RETTES AT RETAIL IN THIS STA1E, AND WHO BRINGS Ot'. CAUSES SUCH CIGARETTES TO BE BROUGHT INTO THIS STAIF,

F . "BUYER" MEANS AND INCLUDES ANY PERSON WHO IMPORTS OR ACQUIRES CIGARETTES FOR HIS OWN CONSUMPTION FROM 
ANY SOURCE OTHER THAN A MANUFACIURER. DISTRIBUTOR, DIRECT BUYING RETAILER, OR RETAILER.

VENDING MACHINE OPERATOR..................................................

5 . 0 0

5 0 . 0 0

2 5 . 0 0

2 5 . 0 0

2 5 . 0 0

G. "licenseo" means any parson licensed undor this Ad.
H. "Place of business" rneons and indudosany place where cigarettes ore sold, or whore cigarettes are bought or kept lor the purpose of sole or consumplion, including, 
so fat as applicable, ony vossol, vehicle, airplane or train.
I. "Retailor" means any person in Ibis Slate who is engaged in Iho business of selling cigarottcs ol retail.
J. "Sa le " or "Sa les" means solus, barters, exchanges, and every other manner method or form of transferring the ownership ol personal properly from ano person to
another.

K. "Commissioner" means Iho Commissioner of Rove.rue of the Stale of Alaska.

L  "Stole" muons the Stale of Alaska.

I/We do hereby certify that an accurate record will be kept of cigarettes manufactured, imported, acquired 

or sold from any source whatever and will file the required returns on or before the last day of each calendar 

month and pay the tax shown to be due and will comply with all other provisions of the Act. W e  will account 

for the tax on a: S A L E S  B A S IS ______________________ , S U R E TY  B O N D  N O ___________________

A C Q U I R E D  B A S IS .  

S H IP M E N T  B A S I S _

Signed

Dole of Application. .19.
(title)

NOTE: Where a person operates more than one place of business a separate license for each place of business must be obtained. 
M A K E  C H E C K S  PA Y A B LE  T O :  D E P A R T M E N T  O F  R E V E N U E
FURIHER INFORMA1ION ON REVERSE.
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10: DEPARTMENT OF  REVENUE 

STATE OF ALASKA 
P. O. BOX 3-3000 
JUNEAU. ALASKA 99801

THIS

D e p a r t m e n t  o f  R e v e n u e  -  S t a t e  o f  A l a s k a

A P P L I C A T I O N  FOR A  CIGARETTE T A X  LICENSE

A S  4 3 .5 0 .0 1 0 -1 9 0

DR CT-2
REV. 4/G4

make application for and pay tl. 3 fee of 

fraction thereof, and agree to file

IS TO CERTIFY that I/We, the undersigned,

$........ for an Alaska Cigarette Tax License as a.......................

for the fiscal year July 1, 19. to June 30, 19.....  or fraction thereof, and agree to

or cause to be filed, true, correct and complete returns of cigarettes manufactured, imported, acquired or sold in the Stale of 
Alaska during each calendar month of the fiscal year shown above and pay the tax due on or before the last day of each 
month, as provided by law. PROVIDED, HOWEVER, That this license shall not be taken as permission to do business in the 
Stale without having complied with the other requirements of the laws of the State of Alaska or of the United States.

• IMPORTANT - License will bo issued in the name of person, or corporation appearing in this box. All State Tax Returns should be filed under the same name. 

DEFINITIONS:
A. "Cigorelle" means and includes any roll for smoking made wholly or in part of tobacco, irrespective of the sire or shape and irrespective of the tobacco being flavored, 
adulterated or mixed with any other ingredient, the wrapper or cover of which is made of paper or any other substance or material, except tobacco.
B. "Person" means and includes any individual, company, partnership, joint venture, joint agreement, association, mutual or otherwise, corporation, estote, trust, business 
trust, receiver or trustee appointed by any stale or federal court or otherwise, syndicate, or any political subdivision of this slate, or combination acting as a unit in the 
plural or singular number.

. . .  -
TYPE OF LICENSE FEE ENCLOSED \

c . "MANUFACTURER" MEANS ANY PERSON WHO. BY INDUSTRIAL ART OR OTHERWISE. MAKES. FASHIONS OR PRODUCES CIGARETTES 
FOR SALE TO DISTRIBUTORS OR OTHER PERSONS. AS DEFINED IN THIS ACT. $  5 .0 0

D . "DISTRIBUTOR" or "WHOLESALER-DISTRIBUTOR" MEANS ANY PERSON, WHEREVER RESIDENT ( iR LOCATED, WHO BRINGS CIGARETTES 
OR CAUSES CIGARETTES TO BE BROUGHT INTO THIS STATE. AND WHO SELLS OR DISTRIBUTES AT LEAST ?5 PER CENT OF ALL SUCH 
CIGARETTES TO OTHERS FOR THE PURPOSE OF, ESALE WITHIN THE STATE. A PERSON MAY QUALIFY FORAV/HOLESALERDISTRIBUTCR 
LICENSE BY FURNISHING A GOOD AND SUFFICIENI SURETY BOND IN AN AMOUNT EQUAL TO TWICE THE AVERAGE MONTHLY 
RETURN AND IN NO CASE LESS THAN 55,000, PAYABLE TO THE DEPARTMENT OF REVENUE AND APPROVED BY THE DEPARTMENT OF 
LAW. THE DEPARTMENT MAY ISSUE PERMITS IN PLACE OF BONDS TO A RESIDENT WHOLESALER-DISTRIBUTOR LICENSEE DOING BUSI­
NESS WHOLLY WITHIN THE STATE WHO PAYS THE TAX BEFORE SHIPMENT.

5 0 .0 0

E. "DIRECT-BUYING RETAILER" MEANS ANY PERSON, WHEREVER RESIDENT OR LOCATED. WHO IS ENGAGED IN 'HE SALE OF CIGA- 
REIIES A! RETAIL IN THIS STATE, AND WHO BRINGS OR CAUSES SUCH CIGARETIES TO BE BROUGHT INTO THIS STATE. 2 5 .0 0

F . "Riivrp” m fa n s  a n o  in c iu d f s  any per so n  w h o  imports or ArouiRFs nr.ARPiiFs for  his o w n  co n s u m p t io n  from  
ANY SOURCE OTHER THAN A MANUFACTURER. DISTRIBUTOR, DIRECI BUYING RETAILER. OR RETAILER.

VFNDING MACHINF OPFRATOR
2 5 . O C  

2 5 .0 0

G. "licensee” means any person licensed under this Ad.

H. "Place of business" means and includes any place where cigarettes are sold, or where cigarettes are bought or kept for the purpose ol sale or consumption, including,
so for as applicable, any vessel, vehicle, airplane or Iroin.

I. "Rclailer" means any person in this Stale who is engaged in the business of selling cigarettes at retail.

J. "Sa le " or "Sa les" means sales, barters, exchanges, and evory other manner method or form of transferring the ownership of personal property from one pcrson to
another.

K. "Commissioner" means Iho Commissioner of Revenue of the State ol Alaska.
I. "Slate" means the Stale of Alaska.

I/We do hereby certify that an accurate record will be kept of cigarettes manufactured, imported, acquired 

or sold from any source whatever and will file the required returns on or before the last day of each calendar 

month and pay the tax shown to be due and will comply with all other provisions of the Act. W e  will account

for the tax on a: SA L E S  B A S IS ______________________, S U R E T Y  B O N D  N O _________________

A C Q U I R E D  B A S IS . 

S H IP M E N T  B A S I S _

Signed

Dale of Application. .19.
(title)

NOTE: Where a person operates more than one place of business a separate license for each place cfbusiness must be obtained. 
M A K E  C H E C K S  PA Y A B LE  T O :  D E P A R T M E N T  O F  R E V E N U E
FURTHER INFORMATION ON REVERSE. <*>>



W O R K  D R A F T  C O P Y  W O R K  D R A F T  C O P Y W O R K  D R A F T  C O P Y

I N  T H E  H O U S E  F I N A N C E

C O M M I T T E E  S U B S T I T U T E  F O R  H O U S E  B I L L  NO. 56 
IN' T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

E I G H T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A B I L L
F o r  a n  A c t  e n t i t l e d :  "An A c t  i n c r e a s i n g  t h e  t a x  on c i g a r e t t e s ;  a n d

p r o v i d i n g  for a n  e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* * S e c t i o n  1. A S  4 3 . 5 0 . 1 7 0 ( 2 )  is a m e n d e d  t o  read:

(2) " r i g a r e t t e "  m e a n s  a r o l l  f o r  s m o k i n g  o f  a n y  si z e  or 

s h a p e ,  m a d e  w h o l l y  o r  p a r t l y  of t o b a c c o ,  w h e t h e r  the t o b a c c o  

is f l a v o r e d ,  a d u l t e r a t e d ,  or m i x e d  w i t h  a n o t h e r  i n g r e d i e n t ,  

w h e r e  s u c h  r o l l  has a w r a p p e r  or c o v e r  m a d e  of pap:.?r or any 

o t h e r  m a t e r i a l ,  a n d  w h e r e  the r o l l  w e i g h s  t h r e e  p o i n d s  or 

l e s s  p e r  t h o u s a n d  [IF T H E  W R A P P E R  O R  C O V E R  O F  T H E  R O L L  IS 

M A D E  O F  P A P E R  O R  A M A T E R I A L  O T H E R  T H A N  T O B A C C O ] ;

* S e c t i o n  2. A S  4 3 . 5 0 . 1 9 0  is a m e n d e d  t o  read:

(a) T h e r e  is l e v i e d  a n  e x c i s e  t a x  of, f o u r  [O N E  A N D  

O N E - H A L F ]  m i l l s  on  e a c h  c i g a r e t t e  or a c q u i r e d  i n  

t h i s  s t a t e .

(b) T h e  t a x  l e v i e d  by th i s  s e c t i o n  is in  a d d i t i o n  to the
r.

t a x  l e v i e d  by  §§ 1 0 - 1 8 0  o f  t h i s  c h a p t e r .  T h e  t a x  s h a l l  be
a d m i n i s t e r e d  a n d  c o l l e c t e d  i n  the s a m e  m a n n e r  as the t a x  l e v i e d

b y  §§ 1 0 - 1 8 0  o f  th i s  c h a p t e r ,  e x c e p t  that r e c e i p t s  f r o m  the

t a x  s h a l l  be d e p o s i t e d  in  t h e  g e n e r a l  fund. T h e  p e n a l t i e s

e s t a b l i s h e d  i n  §§ 1 0 - 1 8 0  o f  t h i s  c h a p t e r  a p p l y  to t h e  t a x

l e v i e d  i n  th i s  se c t i o n .

(c) T h e r e  is l e v i e d  an e x c i s e  t a x  o f  t w e n t y - f i v e  p e r  

c e n t  on t h e  d e l i v e r e d  w h o l e s a l e  v a l u e  of  a l l  t o b a c c o  p r o d u c t s

e x c e p t  c i g a r e t t e s ,  or  a c q u i r e d  i n  the s t a t e .
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I n t r o d u c e d :  2 / 8 / 7 3
R e f e r r e d :  H e a l t h , W e l f a r e  &
E d u c a t i o n  a n d  F i n a n c e

BY THE HEALTH, WELFARE
IN THE HOUSE AND EDUCATION COMMITTEE

HOUSE BILL NO. 196 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to tobacco tax."

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

* Section 1. AS 1)3-50 is amended by adding new sections to read:

ARTICLE 2. ADDITIONAL TOBACCO [CIGARETTE] TAX.

Sec. 143.50.200. TAX ON SMALL CIGARS. (a) There is levied an

excise tax of four mills on each small cigar imported or acquired in 

this state.

(b) The tax levied by. this section shall be administered and col­

lected in the same manner as the tax levied by secs. 10 - 180 of this
chapter, except that receipts from the tax shall be deposited in the 

general fund. The penalties established in secs. 10 - 180 of this 

chapter apply to the tax levied in this section.

(c) As used in this section, "small cigar" means a roll for

smoking which does not exceed 12 centimeters in length and 9 millimeters 
in diajr.eter, made wholly or partly of tobacco, whether the tobacco is 

flavored, adulterated, or mixed with another ingredient, if the wrapper 

or cover of the roll is made of tobacco.

Sec. il3.50.210. TAX ON CIGARS. (a) There is levied an excise 

tax cf 22 mills on each cigar imported or acquired in this state.
(b) The tax levied by this section shall be administered and

collected in the same manner as the tax levied by secs. 10 - 180 of
this chapter, except that receipts from the tax shall be deposited in

the general fund. The penalties established in secs. 10 - 180 of this

chapter apply to the tax levied in this section.

HB 196



(c) As used in this section, "cigar" means a roll for smoking 

which exceeds 12 centimeters in length and 9 millimeters in diameter, 

made wholly or partly of tobacco, whether the tobacco is flavored, 

adulterated, or mixed with another Ingredient, if the wrapper or cover 

of the roll is made of tobacco.

HD 196 - 2 -



DEPARTMENT OF REVENUE
OFFICE OF THE COMMISSIONER /  POUCH S —  JUNEAU 99801

February 5, 1973

T h e  Honorable A . M .  B u d  Saylors 

M e m b e r , House Finance Committee 

Alaska State Legislature 

State Capitol 

Juneau, Alaska 99801

In Re: House Bill No. 56

Increasing T a x  on Cigarettes

Dear Representative Saylors:

For your consideration on House Bill No. 56, an Act increasing the 

cigarette tax from eight cents to twelve cents per package I a m  forwarding some 

recent up to date tables that were received by the Department of Revenue.

1. A  table indicating which states tax both cigarettes and other 

tobacco products for the fiscal year ending June 30, 1972. The table will dis­

close, a m o n g  other things, the percentage of total tobacco taxes received from 

both cigarettes and other tobacco products. T h e  average for the tobacco 

products tax is 3.8% of the total tobacco taxes.

2. A  table of cigarette taxes as a percentage of retail price.

Such figure includes both state and federal cigarette taxes per package.

3. A  table showing the historical imposition of cigarette taxes by 

each state from 1950 through 1972.

Very truly y o u r s ,

R. D. Stevenson 
Acting Commissioner

RDS: a g m  

Enclosures



Table 12-1972
STATES WHICH TAX BOTH CIGARETS AMD OTHER TOBACCO PRODUCTS 

{Fiscal year ending June 30, 1972)

co
0 3

Total cigaret • Percentage of total
and other tobacco taxes _________ Cigaret taxes_________________Other tobacco taxes_______ tobacco taxes from:

Other Cig- Other
Gross Net Gross Net products Gross Net a- tobacco

State amount collections amount collections taxed* amount collections rets products State

Ala. $ 44,022,671 S 40,720,971 $ 42,198,422 $ 39,033,540 CSChSn S 1,824,249 $ 1,687,431 95.9 4.1 Ala.
Ariz. 23/168,235 23,121,989 23,116,211 22,775,159 CSChSn 352,024 346,830 98.5 1.5 Ariz.
Ark. 37,148,083 35,668,047 35,848,433 34,368,397 CSCh 1,299,650 1,299,650 96.5 3.5 Ark.
Ga. 66,326,554 64,363,925 65,455,470 63,492,841 C 871,084 871,084 98.7 1.3 Ga.
Hawaii 6,522,930 6,522,930 5,870,637 5,870,637 CSChSn 652,293 652,293 90.0 10.0 Hawaii

Iowa 41,300,264 40,084,200 40,547,730 39,331,666 CSChSn 752,534 752,534 98.2 1.8 Iowa
La. 52,342,115 47,638,773 50,729,579 46,171,136 CS 1,612,536 1,467,637 96.9 3.1 La.
Minn. 63,595,427 60,019,848 61,451,715 57,929,730 CSChSn 2,143,712 2,090,118 96.6 3.4 Minn.
Miss. 24,175,425 22,241,391 22,467,168 20,669,795 CSChSn 1,708,257 1,571,596 92.9 7.1 Miss.
Mont. 10,620,760 10,297,437 10,379,102 10,067,861 CSChSn 241,658 229,576 97.7 2.3 Mont.

N.H. 25,488,417 24,463,870 24,229,304 23,255,757 CSChSn 1,259,113 1,208,113 95.1 4.9 N.H.
N.D. 7,303,006 7,091,881 7,139,673 6,924,129 CSChSn 168,333 167,752 97.7 2.3 N.D.
Okla. 44,724,591 42,935,787 41,295,131 39,643,390 CSCh 3,429,460 3,292,397 92.3 7.7 Okla.

R.l. 17,330,298 16,995,303 16,769,392 16,434,397 CSChSn 560,906 560,906 96.8 3.2 R.l.
S.C. 20,573,228 19,531,265 18,928,116 17,919,056 CSChSn 1,645,112 1,612,209 92.0 8.0 S.C.

Tenn. 59,006,269 57,078,758 57,838,793 55,929,285 CSChSn 1,167,476 1,149,473 98.0 2.0 Tenn.
Texas 235,233,188 229,378,733 226,503,540 220.649,085 CSCh 8,729,648 8,729,648 96.3 3.7 Texas
Utah 6,495,681 6,243,365 6,272,275 6,019,959 CSChSn 223,406 223,406 96.6 3.4 Utah
Vt. 7,900,740 7,651,690 7,586,268 7,343.507 CSChSn 314,472 308,183 96.0 4.0 'Vt.
Wash. 52,283,229 51,718,961 48,833,040 48,268,772 CSChSn 3,450,189 3,450,189 93.4 6.6 Wash.

Total S845,866,111 $813,769,124 $813,459,999 $782,098,099 S32,406,112 $31,671,025 96.2 3.8 Total

"C— Cigars 
S--Smoking tobacco 
Ch Chiwmq fnh.icco



Table 13-1972 
CIGARET TAXES AS A PERCENTAGE OF RETAIL PRICE 

(As of November 1,1972)

57

Weighted 
average price 
per package

State and Federal 
cigaret taxes 
per packageState

Ala. ""
Alaska 
Ariz,
Ark.
Calif.
Colo.
Conn.
Del.
D.C.
Fla.
Ga.
Hawaii 
Idaho 
III.
Ind.
Iowa 
Kans.
Ky.
La.
Maine 
Md.
Mass.
Mich.
Minn.
Miss.
Mo.
Mont.
Neb.
Nev.
N.H.
N.J.
N.M.
N.V.
N.C.
N.D.
Ohio 
Okla.
Ore.
Pa.
R.l.
S.C.
S.D.
Tenn.
Tex.
Utah 
Vt.
Va.
Wash.
W. Va.
Wise.
Wyo.
Average (median)
(or all states
‘Average prices here shown do not include cigaret taxes that are imposed 
by one or more municipalities in the 10 states identified.

Taxes as a 
percentage of average 

retail price

42.14* 20.0d 47.5%
42.0 16.0 38.1
38.7* 18.0 46.5
45.1 25.75 57.1
39.9 18.0 45.1
32.7* 13.0 39.8
50.6 29.0 57.3
44.0 22.0 50.0
34.5 12.0 34.8
47.4 25.0 ' 52.7
42.4 20.0 47.2
37.7 18.0 47.7
36.3 17.1 47.1
41.0* 20.0 48.8
32.9 14.0 42.6
41.9 21.0 50.1
39.3 19.0 48.3
30.6 11.0 35.9
39.9 19.0 47.6
41.0 22.0 53.7
35.3 14.0 39.7
46.0 24.0 52.2
40.2 19.0 47.3
45.6 26.0 57.0
37.3 17.0 45.6
37.7* 17.0 45.1
40.9 20.0 48.9
41.2 21.0 51.0
40.3 18.0 44.7
36.9 19.0 51.5
48.9* 27.0 55.2
41.8* 20.0 47.8
45.8* 23.0 50.2
28.9 10.0 34.6
39.4 19.0 48.2
42.0 23.0 54.8
40.4 21.0 52.0
35.1 17.0 48.4
44.9 26.0 57.9
40.6 2.1.0 51.7
33.5 14.0 41.8
39.6 20.0 50.5
40.8* 21.0 51.5
46.4 26.5 57.1
36.5 16.0 43.8
39.8 20.0 50.3
30.1* 10.5 34.9
45.9 24.0 52.3
39.9 20.0 50.1
42.6 • 24.0 56.3
34.4 16.0 46.5

40.3 20.0 48.4



»
State

•
1950 1951 1952

(During fisc:! 

1953 1954

Y

1955

ending June 30) 

195G 1957 1958 1959 1960

Ala. 3<t 3* 3 c 3 c 3c 3c 4 c 4c 4c 4c Gc*
Alaska — — — — — — — — 5 5
Ariz. 2 2 2 2 2 2 2 2 2 2 2
Ark. 4 6* 6 6 6 6 6 6 6 6 6
Calif. — — — - — — - — — — 3
Colo. — — — — — — — — — — —
Conn. 3 3 3 3 3 3 4* 3‘ 3 3 3
Del. 2 2 2 2 3* Ow 3 3 3 3 3
D.C. 1 1 1 1 1 2 2 2 2 2 2
Fla. 5* 5 5 5 5 5 5 5 5 5 5
Ga. 5 5 3 3 3 3 5 5 5 5 5
Hawaii — _ — — — — - — — 3.9

Idaho 3 3 3 3 3 4* 4 4 4 4 5

III. 3 3 3 3 3 3 3 3 3 3 3*
Ind. 3 3 3 3 3 3 3 3 3 3 3
Iowa 2 2 2 2 3 3 3 3 3 3 4*

Kans. 3 3 3 3 3 3 3 4* 4 4 4

Ky. 2 2 2 2 2 3 3 3 3 3 3
La. 8 8 8 8 8 8 8 8 8 8 8
Maine 4 4 4 4 4 4 5 5 5 5 5

Md. — — — — — — — — — 3 3
Mass. 5 5 5 5 5 5 5 5 5 6* 6
Mich. 3 3 3 3 3 3 3 3 5 5 6*
Minn. 4 4 4 4 4 4 4 4 4 4 5.5

Miss. 4 4 4 4 4 5* 5 5 5 6 6
Mo. _ _ _ _ _ — 2* 2 2 2 2
Mont. 2 4* 4 4 4 4 4 5* 8 8 8
Neb. 3 3 3 3 3 3 3 3 4* 4 4
Nev. 3 3 3 3 3 3 3 3 3 3 O

N.H. 2.5 2.5 3 3 3 3 3 3 3.5 3.5 3.5

N.J. 3 3 3 3 3 3 5* 5 5 5 5
N.M. 4 4 4 4 4 4 5 5 5 5 5
N.Y. 3 3 3 3 3 3 3 3 3 5* 5
N.C. — — — - - - - - - - -
N.D. 5 5 6 6 6 6 6 6 6 6 6
Ohio 2 2 2 2 2 2 3* 3 3 5* 5
Okla. 5 5 5 5 5 5 5 5 5 5 5

Ore. — — — — — — — — — — —
Pa. 4 4 4 4 4 4 5* 5 5 6* 6
R.l. 3 3 3 3 3 3 3 3 5* 5 6*
S.C. 3 5 3 3 3 3 3 3 3 3 5
S.D. 3 3 3 3 3 3 3.25 3.25 3.25 3.25 5
Tenn. 3 5* 5 5 5 5 5 5 5 5 5
Tex. 4' 4 4 4 4 4 5* 5 5 5 8*
Utah 2 2 2 2 4* 4 4 4 4 4 4
Vt. 4 4 4 4 4 4 4 4 5 5 7
Va. — — — — — — — — — — —
Wash. 4* 4 4 4 4 5’ 5 5 5 6* 6
W. Va. 1 1 4 4 4 4 4 5 5 5 5

Wise. 3 3 3 3 3 3 4 4 5 5 5
Wyo. - - 2 2 2 2 2 2 3 3 4

* Indicates that the rate change shown became effective after the beginning of the fiscal 
year.

** For ratns as of November 1,1972 see Table 6.
t Hawaii tax is 40% of wholesale price. New Hampshire tax is 42% of retail price.

6'

2 
G 
3

3
3 
2 
5 
5
3.9
5
4
3
4
4
2.5 
8

I:
6
8 i
5.5 j 
6 ! 
4* I

if
3.5 
7* (I
5
5

6 
5
5 .

6 
6 
5 
5 
5 
8
4 
7 
3*
7* .
5 
5 
4

1962 1963 1964 19G5 19G6 1967 1968 19G9 1970 1971 1972**

6 e 6 c 6 C Gc 7 C 7 c 10«* 10 c 12c* 12c 12c
U  V  8#2 8 8 8 8 8 8 8 8 8 8

2 2 2 6.5 6.5 10* 10 10 10 10
£ .
£ 6 6 8* 8 8 8 12.25* 12.25 17.75* 17.75
D _
3 3 3 3 3 • 3 10* 10 10 10 10
j

5* 5 5 5 5 5 5 5

5
5*

5 6 6 8 8 8 8 16 16 21*
5 5 5 7* 7 7 7 11 11 14*

•J2
5

2
5

28
28

28 3*8
3
15*

3
15

4*
15

4
15

4
17*

5 5 8’ 8 8 8 8 8 8 12* 12
3.9 3.9 3.9 3.9 8 8 8 8 8 9t 10t
g 7* 7 7 • 7 7 i 7 7 7 7

4 4 4 4 7* 7 9* 9 12* 12 12
3 4* 4 6* 6 6 6 6 6 6 6
4 4 5* 5 8 8 10* 10 10 13* 13

4 4 6* 8* 8 8 8 8 8 11 11
2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 3 3

8 8 8 8 8 8 8 8 8 11* 11
6 6 6 6 8 8 10* 12* 12 12 14*

6 6 6 6 6 6 6 6 6 6 6
6 6 6 8* 10* 10 10 12* 12 16* 16

5 7 7 7 7 7 7 7 11* 11 11
7 8* 8 8 8 8 8 13* 13 13 18*

6 8 8 9 9 9 9 9 9 9 9

4 4 4 4 4 4 4 4 9* 9 9

8 8 8 8 8 8 8 8 8 12* 12
4 6* 6 8* 8 8 8 8 8 13* 13

7 7 7 7 7 7 7 7 10 10 10
3.5 3.5 3.5 3.5 4.5 4.5 7 7 7 8.5t 11*t
7 8* 8 8 11* 11 14* 14 14 14 19*

8 8 8 8 8 8 8 12 12 12 12
5 5 5 10* 10 10 12* 12 12 12 15*

— — - - - - 2* 2 2
6 6 7 7 8 8 8 8 11 11 11af r* •
5 5 5 5 5 5 7* 7 10* 10 15

7 7 7 7 8 8 13* 13 13 13 13rt 1
___ __ 4 4 4 4 4 9

6 8 8 8 8 8 13* 13 18* 18 18

6 6 8* 8 8 8 8 13 13 13 13

5 5 5 5 5 5 5 5 6 6 6
5 5 6 6 8 8 8 8 12 12 12
5 7* 7 7 7 8* 8 13* 13 13 13

8 8 8 8 11 11 11 11 15.5* 15.5 18.5*
84 4 8 8 8 8 8 8 8 8

7 7 8* 8 10 10 10 12* 12 12 12
3 3 3 3 3 2.5* 2.5 2.5 2.5 2.5 2.5

7 7 7 11* 11 11 11 11 11 16* 16

6 6 6 6 6 6 7* 7 7 12 12 
4 V

6’ 6 8* 8 10* 10 10 10 14* 14 1684 4 4 4 4 4 8 El 8 8

Ala.
Alaska
Ariz.
Ark.
Calif.
Colo.
Conn.
Del.
D.C.
Fla.
Ga.
Hawaii
Idaho
III.
Ind.
Iowa
Kansas
Ky.
La.
Maine
Md.
Mass.
Mich.
Minn.
Miss.
Mo.
Mont.
Neb.
Nev.
N.H.
N.J.
N.M.
N.Y.
N.C.
N.D.
Ohio
Okla.
Ore.
Pa.
R.l.
S.C.
S.D.
Tenn.
Tex.
Utah
Vt.
Va. 
Wash. 
W. Va. 
Wise. 
Wyo.

State
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O r i g i n a l  s p o n s o r :  R u l e s  C o m m i t t e e  b y
r e q u e s t  o f  t h e  G o v e r n o r

O f f e r e d :  4 / 6 / 7 3
R e f e r r e d :  R u l e s

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 56
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to the Cigarette Tax Act; and pro­

viding for an effective date."

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

* Section 1. AS 43-50.170(2) is amended to read:

shape, made wholly or partly of tobacco, whether the tobacco is 

flavored, adulterated, or mixed with another Ingredient, where the 

roll has a wrapper or cover made of paper or any other material, and 

where the roll weighs three pounds or less a thousand [IF THE WRAPPER 

OR COVER OF THE ROLL IS MADE OF PAPER OR A MATERIAL OTHER THAN TOBACCO];

* Sec. 2. AS ^3•50.190(a) is amended to read:

(a) There is levied an excise tax of three [ONE] and one-half mill 

on each cigarette imported or acquired in this state.

* Sec. 3. This Act takes effect July 1, 1973.

(2) "cigarette" means a roll for smoking of any size or



I, the undersigned, an employee o f the State of Alaska, do hereby certify 

that the microfilm images on this microform are accurate reproductions 

o f the original records o f the State o f Alaska as accumulated during the 

regular course o f business, and that it is the established policy and practice 

' this State to microfilm its records and to dispose o f the original records 

after microfilm reproductions have been made.



"An Act r e l a t i n g  to the A l a s k a  b u s i n e s s  l i c e n s e  t a x  o n  n a t i o n a l
b a n k s  a n d  s t a t e  b a n k s  , t r u s t  c o m p a n i e s  a n d  s a v i n g s  - ud. loan 
a s s o c i a t i o n s ;  and p r o v i d i n g  for an  e f f e c t i v e  date, '

C O M M I T T E E  R E P O R T

J a n u a r y  1 A , 197 A 
H O U S E

The C o m m i t t e e  on _____ - A--1-_'______________has had ‘-:i f_______________

u n der c o n s i d e r a t i o n .  A M a j o r i t y  of the m e m b e r s  of the C o m m i t t e e

( ) r e c o m m e  nd s i t DO PASS

( ) r e c o m m e n d  s i t DO NOT PASS
Comne-rce CoihmIzie<?

( ) r e c o m m e n d  s i t DO PASS WITH A T T A C H E D / A M E N D M E N T  (S.)

( ) r e c o m m e n d s i t BE R E P L A C E D  WITH CS FOR AND THAT

CS FOR DO PASS

( ) " a n d "  r e c o m m e n d s  it BE R E F E R R E D  TO THE 

C O M M I T T E E

( ) reports it back W I T H O U T  R E C O M M E N D A T I O N  

( ) " o t h e r "

M e m b e r s  s i g n i n g  the M a j o r i t y  report:

 / L  A n .  1 <-• ^

M e m b e r s  NOT c o n c u r r i n g  in the M a j o r i t y report:

’ _______ r e c o m m e n d  s : .1 : 1 •

_______  recom m e n d s :
/  i 1 . .  . . j . , ,

—  . ' ■ I ' ■ j \ /f '1 • ' -
___________________________ r e c o m m e n d s :

______________________________________  r e c o m m e n d s :

r e c o m m e n d  s :
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Introduced: 1/12/73
Referred: Commerce and
Finance

IN THE HOUSE
BY THE RULES COMMITTEE BY 
REQUEST OF THE GOVERNOR

HOUSE BILL NO. 57 
IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska business license tax

on national banks and state banks, trust companies 

and savings and loan associations; and providing for 

an effective date."

3E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.70.030(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 [TWO] per cent of 

its net income. Net income means the taxable income of each sue*, 

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 obligation. Each of these taxpayers shall submit 

a copy of the income tax return which it files with the United States 

Collector of Internal Revenue and shall notify the commissioner of 

revenue in writing of any alteration or modification of the federal 

income tax return and of a recomputation of tax or determination of 

deficiency. The taxpayer who files his federal return on a fiscal 

year 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 - HB 57
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the sixteenth day of April after the close of the calendar year.

* Sec. 2. This Act '.s retroactive to January 1, 1973.

* Sec. 3. This Act takes effect on the day after its passage and

approval or on the day J'; becomes law without approval.
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t o :

from:

•:V. ' ' '■ ' ‘

JU&sIig jfe b  'JK z g a la h x t t

FINANCE COMMITTEE BILL ASSIGNMENT

iiep re sent a t i  ve VJ arwlck  
House Finance Committee

DATE: January 19, 1973

E a r l  D. H i l l s t r a n d  
C h a i r m a n
H o u s e  F i n a n c e  C o m m i t t e e

BILL NO,: HOUSE BILL 57

TITLE: "An Act r e l a t in g  to the Alaska business l i c en se  tax on national
banks and state  banks, t rust  companies and savings & loan a ssoc ia t ion s ;  
and providing  fo r  an e f f e c t i v e  date ."
COMMENTS: T h i s  b i l l  h a s  b e e n  r e f e r r e d  to y o u  for y o u r  r e v i e w

a n d  r e s e a r c h  a n d  e v e n t u a l  p r e s e n t a t i o n  to  the 
c o m m i t t e e  for t h e i r  c o n s i d e r a t i o n .
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) - S T A T E

o f  A L A S K A

TO: r R. D. Stevenson 
Acting Commissioner 
Department of Revenue

FROM : L. P. Carroll, Chief
Miscellaneous Tax Section

date January 18, 1973

su b je c t : House Bill 57 (As Amended by
House Commerce Committee) 
Increasing the Alaska Bank Tax

In response to your request for research on House Bill 57 (As Amended by House 
Commerce Committee), raising the tax on banks and other financial institutions 
from 2% to 8% of net income, the following is submitted for transmitting as 
may be required.

Effect on Treasury: 

F/Y 73 F/Y 74 F/Y 75 F/Y 76 F/Y 77

Tax at Present 
Rate of 2%

Tax at Proposed 
Rate of 8%

Net Increase to 
General Fund

200,000

800,000

600,000

220,000

880,000

660,000

240,000 260,000 230,000

720,000 780,000 840,000

F/Y 78

Estimate of Net 
State Taxable
Income of Banks 10,000,000 11,000,000 12,000,000 13,000,000 14,000,000 15,000,000

300,000

960,000 1,040,000 1,120,000 1,200,000

900,000

Problems of Administration: None

General Comments: Attachments 1 and 2 support the following conclusions:

(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.

(Attachment 2) 2. Of these 28 States, 18 are franchise excise tax systems, 16 of
which include interest of U. Jj. 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.



MEMO

R. D. Stevenson January 18, 1973 Page 2

The Alaska bank license tax is a deductable item on the U. S. Corporation 
Income Tax Return for banks as taxpayers. What this in effect means is that 
Federal taxes are lessened by the amount of the Alaska tax times the 
applicable Federal Corporation Tax Rate. For banks having a taxable net income 
of $25,000.00 or more, the Federal tax rate is 48% of net income in excess of 
$25,000.00. Thus, for a bank paying $20,000.00 in Alaska bank license taxes 
the savings on the Federal Corporation Return would be $9,600.00, or almost 
half of the Alaska bank license tax paid. The Federal Corporation Tax Rate 
for banks netting less than $25,000.00 is 26%.

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:fd 
Attachmen ts



S T A T E

- o f  A L A S K A

TO: r
1 R. D. Stevenson
Acting Commissioner 
Department of Revenue

FROM: L. P. Carroll, Chief
Miscellaneous Tax Section

DATE : January 17, 1973

SUBJECT: House Bill 57
Increasing the Alaska Bank Tax

In response to your_request for research on House Bill 57, raising the tax on 
banks and other financial institutions from 2% to 6% of net income, the 
following is submitted for transmitting as may be required.

Effect on Treasury: 

F/Y 73

Tax at Present 
Rate of 2%_ *

Tax at Proposed 
Rate of 6%

Net Increase to 
General Fund -—

200.000 . 220,000 ..... 240,000 .260,000 280,000

600.000 660,000 720,000 780,000 840,000

F/Y 78F/Y 74 I7Y_75 _ F/Y 76 F/Y 77
Estimate of Net 
State Taxable
Income of Banks' 10,000,000"' 11,000,000"" 12,000,000 1 37000,000" " T 4”,000,000 ~ 15,000,000

300.000

900.000

600.000 400,000 440,000 -480,000 - -520,000 - 560,000

Problems of Administration: None

General Comments: Attachments 1 and 2 support the following conclusions:

(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.

(Attachment 2) 2. Of these 28 States, 18 are franchise excise tax systems, 16 of 
which include interest of 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 averase of all other States.
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I

R .  D.  S t e v e n s o n  J a n u a r y  1 8 ,  197 3  P a g e  2
I

The Alaska bank license tax is a deduc.table item on the U. S. Corporation 
Income Tax Return for banks as taxpayers. What this in effect means is that 
Federal taxes are lessened by the amount of the Alaska tax times the 
applicable Federal Corporation Tax Rate. For banks having a taxable net income 
of $25,000.00 or more, the Federal tax rate is 48% of net income in excess of 
$25,000.00. Thus, for a bank paying $20,000.00 in Alaska bank license taxes 
the savings on the Federal Corporation Return would be $9,600.00, or almost 
half of the Alaska bank license tax paid. The Federal Corporation Tax Rate 
for banks netting less than $25,000.00 is 26%.

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:fd
-Attachments
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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 bond interest. (2)(3)

- ALASKA

The license fee for each national bank and state bank, trust company and savings 

and loan association to 2 % tof 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 31,000 - 5%; 5th $1,000 - 6%; 
6th $1,000 - 7%; over $6,000 - 87,. (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 11%; minimum for 

financial corporations other than banks, 7% 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 - 5% of Colorado income. (1)

-Net income excludes U. S. and municipal bond interest; however, some local 
obligations are included. (3) — ‘

 ............ HAWAII . _________
• * w «fl

Bank franchise tax— 11.7% of net income of banks and other financial institutions. 

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 nut subject to corporation 
franchise tax. (1)
Net income includes U. S. and municipal bond interest, however, excludes Idaho 
bond interest. (3)

(1)



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

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

4 .

M o n t a n a

7% (1)

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 camo aom-inot-

‘ . 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--Banlcs, 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



* II
Taxed under Corporation income tax - 27 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)

I * - •

NEW MEXICO ' .

Taxable under excise tax - Banks and financial corporations - 67 of net income - 
• - minimum $100. Net income includes-U. S. and municipal bond 'interest. (2)

' ' NEW YORK '• ••  1 . . .
C

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 SI of allocated capital stock. Minimum for savings banks 
aod savings and loan associations $100 or 27, of interest credited to depositors. (1) 

. - Net income includes U. S. and municipal bond interest. (2)

  ' ■ NORTH CAROLINA

NEBRASKA

Taxed under income tax - Financial institutions - b a n k s  - 6% of net income; 
business development corporations - 4-1/27 of net income; building and loan 
associations - 7-1/27, of net income, 7-1/2 cents per $100 of liability on shares 
of outstanding stock. (1)

- -- v-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) - 57. 
Minimum - $50. An additional 2% tax is imposed. (1)

Net income includes U. S. and municipal bond interest. (2) ........

OKLAHOMA ....."

Taxed under general excise ta:c - Corporations, national and state banks - 47 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 - 67, of net income of business done within the state.
Financial institutions - 87. (1)

Net income includes U. S. and municipal bond interest. (2)

RHODE ISLAND

Taxed under business corporation tax - State banks - 87 of net income or S2.50 per
$10.,000 of authorized capital stock (whichever is higher); minimum $50. National
banks - 87 of net income apportioned to state. (1)
Net income includes U. S. and municipal bond interest. (2)



' ! SOUTH CAROLINA

j!----------------- -----------------
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 ; 
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.



BANK TAX OTHER THAN EXCISE OR INCOME TAX METHOD 

! SUMMARY BY STATE

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— 11/100 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.

. C

 ...................     CONNECTICUT * .  j__ _______

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--l/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 fi 1 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--25q per $100 measured by the value of 
capital, surplus, undivided profits and deposits, less assessed value of real 
estate. ...



ii KENTUCKY---------
t •

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

I; * . .

LOUISIANA

Taxed under Corporation franchise tax--$1.50 per $1,000 bated on issued and'out­
standing capital stock, sur;lus, 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 * .. ‘-I___

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 S10 for 250 shares or less to $100 for 10,000 shares plus $50 
•.£er additional 10,000 shares.'- - - - ‘ •

M i s s i s s i p p i  rr-*."4

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.'$l 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-l-L/2% of alloca'ted 

net worth of financial businesses competing with national banks. Minimum - $25.

oiiio
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



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 y

.Taxed under Corporation franchise tax--$2.75 per $1,000 stated eapital, 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— 67. 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 $2,5C0.
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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DEPARTM ENT 4>F KKVKWUE
/  POUCH SA — JUNEAU 99801

J a n u a r y  2 3 ,  1973

The Honorable Andrew S. Warwick 
Subcommittee.'Chairman 
House Finance.Committee 
State Capitol 
Juneau, Alaska 99801

Bear Representative Warwick:

At this morning's meeting of the House Finance Committee you requested 

the following information:

1. How do we arrive at a 9.36 7 a figure as an effective Alaska Corporation 
Tax rate? The formula is as follows:

The Alaska Corporation Tax rate currently is 18% of the 1963 Federal 
Corporate Tax rate. The 1963 Federal Corporate Tax rate was 52%. Accordingly 
52% x 18% = 9.36% effective Alaska tax rate.

2. What are the four methods allowed under Public Law for taxing 
national banks (and by reference State banks)?

I have attached a copy of USC 12 Section 548 which spells out the methods 
by which states may tax banks. You will note that Alaska has opted Method Four.
In addition, I have attached a copy of Public Law 91.156 which delineates further 
methods by which states may tax banks. You will note that this Act called for a 
study by the Board of Governors of the Federal Reserve System, such study being 
due by December 31, 1970. The Board did not meet that deadline and accordingly 
it is my understanding that the effective date of Section 2, The Permanent Amendment, 
was moved to January 1, 1973. To date we have had no further advice concerning 
this matter, nor have we been advised concerning the report by the Federal Reserve 
Governors.

3. You requested information on the effect of exempting state and
municipal bond interest earnings from the Alaska Bank License tax.

Unfortunately my records do not permit a breakdown of each item. However,
I am furnishing the total of state and municipal bond interest as shown on the 
returns of all banks for calendar year 1971 and the effective tax at the present
rate of 2% and the proposed rates of 6% and 8%.



T h e  H o n o r a b l e  A n d r e w  S .  W a r w i c k - 2 - J a n u a r y  2 3 ,  1973

1971 Total All Banks
State and Municipal Tax at Tax at Tax at

Bond Interest Reported 2°L 67, 87,

$6,078,828 $121,576 $364,729 $486,306

As discussed with you on the telephone I am attaching herewith a copy 
of an Attorney General's opinion dated February 29, 1960 which points out the 
difficulty in attempting to exempt state and local bond interest from the measure 
of net income. Please refer to page 7 of the attached opinion.

Please do not hesitate to contact this office if I may offer any further 

information or assistance. .

■ \;\ Very truly yours,

L. P. Carroll, Chief 
Miscellaneous Tax Division

LPC:ge 
"v Enclosures

cc: The Honorable Ear] S Hillstrand
Chairman, House Finance Committee
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ST A TE  O F  A LA SKA
DEPARTMENT OF LAW 

Box 2!70 
JUNEAU

February 29, I960

i /

The Honorable Peter Gats;
Commissioner o f  Revenue 
Alaska O f f ice  Bu i ld ing  
Juneau, Alaska

Re: State Taxation o f  National and State Banks
under Sec. 5 ( b ) ,  Ch. 43, SLA 1949.

Dear Mr. Gats:

In  your l e t t e r  o f  February 9, you have requested  
our advice as to the taxat ion  of  state  and nat iona l  banks 
under Sec. 5 ( b ) ,  Ch. 43, S L A  1949. You have stated  that  
some o f  the banks have f a i l e d  to include federa l  bond i n ­
te re s t  in  th e i r  computation o f  net income which i s  the 
measure of  the tax. A n  opinion from th is  o f f i c e  dated 
October 8, 1953 advised that fede ra l  bond in t e re s t  should 
not be included in  the computation. Attached to your 
l e t t e r  were copies o f  excerpts from P ren t ice -H a l l  Tax 
Service wherein the author states  that income from any 
source, inc lud ing  in t e re s t  from federa l  bonds, may be used 
as the measure o f  an exc ise  tax upon the p r i v i l e g e  o f  doing  
business in  the s ta te .  You have requested that we reviev; 
our dec is ion  o f  October 8, 1953; and have asked whether 
f ed e ra l  bond in te re s t  should be included in the net income 
which i s  used as a measure o f  th is  tax?

I t  i s  the opinion o f  th is  o f f i c e ,  that under the 
present statute  there i s  ser ious doubt ‘whether f e d e ra l  bond 
in t e re s t  can be included in  net income which i s  used as a 
measure o f  th is  tax.

Section 5 (b )  o f  Ch. 43, SLA 1949, (35-1-75 Cum. 
Supp.) provides as fo l lo w s :

" ( b )  The l icense  fee  f o r  nat iona l  and 
t e r r i t o r i a l  banks, t rust  companies and 
savings and loan assoc ia t ions  sh a l l  be two 
percenturn (2/o) upon the net income o f  each 
such tax  payer, computed as required  under 
the In te rn a l  Revenue Code o f  the United  
S ta t e s . "

The tax imposed by th is  section  i s  an exc ise  tax  
upon the p r i v i l e g e  o f  doing business in  Alaska. There are  
many dec is ions  hold ing  the imposit ion o f  an exc ise  tax
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measured by income from a l l  sources,  inc lud ing  federa l ,  bonds,  
i s  v a l i d .

In F l in t  v. Stone Tracy Co. ,  220 U.S. 107 ( l 9 l l )  
the United States  Supreme Court upheld the v a l i d i t y  o f  a 
f e d e ra l  tax ,  l e v i e d  upon a corporate  f ranch ise  granted by a 
s ta te .  The tax  was measured by the en t i re  corporate  income, 
inc lud ing  income from tax  exempt bonds. Mr. Just ice  Day 
d e l iv e red  the opinion o f  the court and a f t e r  rev iew ing  the 
previous dec is ions  o f  the court s a id :

■i'There i s  nothing in  these cases  
contrary ,  as we s h a l l  have occasion to  
see, to the former r u l in g s  o f  th is  court  
which hold that where a tax  i s  lav/fu lly  
imposed upon the exe rc is e  o f  p r i v i l e g e s  
w ith in  the tax ing  power o f  the s ta te  or  
nation ,  the measure o f  such tax may be 
the income from the p roperty  o f  the c o r ­
po ra t ion ,  a lthough a p a r t  o f  such i n ­
come i s  de r ived  from property  in  i t s e l f  
nontaxable.  The d i s t in c t i o n  l i e s  b e ­
tween the attempt to tax  the property  
as such and to measure a l e g i t im a te  tax  
upon the p r i v i l e g e s  invo lved  in  the use 
o f  such property .

" i t  i s  th e re fo re  w e l l  s e t t l e d  by 
the dec is ions  o f  th i s  court  that when 
the sovere ign  a u th o r i t y  has exe rc ised  
the r ig h t  to tax  a l e g i t im a te  sub jec t  
o f  t axa t io n  as an exe rc i s e  o f  a f r a n ­
ch ise  or  p r i v i l e g e ,  i t  i s  no o b je c t io n  
that  the measure o f  t a x a t io n  i s  found 
in  the income produced in  pa r t  from 
property  which o f  i t s e l f  considered  i s  
n on taxab le . "

In  Educational Films Co. v .  Hard, 232 U .S .  379, 389, 
(1931), the courts  susta ined  the im posit ion  o f  the New York 
State f ran ch ise  tax  measured by the e n t i r e  net income o f  the 
corporat ion .  3y s ta tu te  "net income" was de f ined  as the t o t a l  
net"income, in c lud in g  a l l  d iv idends  rece ived  on stocks ,  and 
a l l  in t e r e s t  rece ived  from f e d e r a l ,  s t a t e ,  municipal o r  other  
bonds. Mr. Just ice  Stone, speaking f o r  the court sa id :

"While th is ,  court ,  s ince McColloch 
v. Maryland, •+ Wheat. 316, has c o n s i s t e n t ly  
held  that the in s t ru m e n ta l i t i e s  o f  e i t h e r  
government, o r  the income der ived  from them, 
may not be made the d i r e c t  o b jec t  o f  t a x a ­
t i o n  by the o ther ,  . . .  i t  i s  held w ith  
l i k e  cons istency  that  the p r i v i l e g e  o f  
e x e r c i s in g  the corporate  f ran ch ise  i s  no
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j l e s s  an appropr ia te  ob jec t  o f  taxa t ion  
by one government merely because the 
corporate  p roperty  o r  net income, which 
i s  made the measure o f  the tax, may 
chance to inc lude  the o b l i g a t io n s  of  
the other ,  or  the income der ived  from 
them. The c o n s t i tu t io n a l  power o f  one 
government to reach th is  perm iss ib le  
o b jec t  o f  taxa t ion  may not be c u r t a i l e d  
because o f  the in d i r e c t  e f f e c t  which 
the tax  may have upon the o t h e r . "

While a s ta te  may impose a tax measured by the 
e n t i re  -income o f  a co rpora t ion ,  inc lud ing  i n t e r e s t  from tax  
exempt s e c u r i t i e s ,  f o r  the p r i v i l e g e  o f  doing business  in  
the s ta te  i t  cannot impose a tax upon an in s t rum enta l i ty  o f  
the United S ta te s .  Nat iona l  banks are in s t ru m e n ta l i t i e s  o f  
the United S tates  and are sub jec t  to taxat ion  on ly  as 
Congress e x p re s s ly  permits .  Section 548 o f  12 U .S .C .
(1958 e d . )  au thor izes  fo u r  a l t e rn a t i v e  methods whereby a 
s ta te  may impose a tax upon na t iona l  banking a s s o c ia t io n s .

"The l e g i s l a t u r e  o f  each state  may 
determine and d i r e c t ,  sub jec t  to the p ro ­
v i s io n s  o f  th is  sec t ion ,  the manner and 
p lace  o f  tax ing  a l l  the shares o f  nat iona l  
banking a s so c ia t io n s  located  w ith in  i t s  
l i m i t s .  The seve ra l  s ta te s  may ( l )  tax  
such shares ,  or (2 ) inc lude  dividends  
der ived  therefrom in  the taxab le  income 
o f  an owner or  ho lder  the reo f ,  or  ( 3 ) 
tax  such a s so c ia t io n s  on th e i r  net income, 
or (4 )  accord ing  to or measured by t h e i r  
net income, provided the f o l lo w in g  cond i ­
t ions  are  complied with:

"a. The imposit ion  by any 
s ta te  o f  any one o f  the above four  
forms o f  t axa t io n  s h a l l  be in  l i e u  
o f  the others ,  except as h e re in a f t e r  
prov ided  in  su bd iv is ion  (c )  o f  th is  
c l a u s e .

" b . In case o f  a tax on or  
accord ing  to o r  measured by the net  
income o f  an a s so c ia t io n ,  the taxing  
s ta te  may, except in  case o f  a tax  
on net income, inc lude  the en t i re  
net income rece ived  from a l l  sources,  
but the ra te  s h a l l  not be h igher  than 
the ra te  assessed  upon other f in a n c ia l
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corporat ions nor higher than the h ighest  o f  the ra tes  assessed by the taxing s ta te  upon mercanti le , manufacturing, and business corporat ions doing business within i t s  l im i t s : "
In Tradesman Bank v. Tax Commissioner, 309 U. S. 5 6 0  ( 1940 ) ,  the United States Supreme Court upheld a s ta tu te  o f  Oklahoma, which imposed a tax upon national banks measured by net income which included in te re s t  from the ob l ig a t ion s  o f  the United S ta tes .  In d iscussing the federa l  s t a tu t e ,  Mr. Jus t ice  Murphy, speaking fo r  the court sa id :

"R. S. 5219, 12 U .S .C . § 548, . . . authorises four a l te rna t iv e  methods whereby a s ta te  may impose a tax on the nat iona l  banking assoc ia t ions  loca ted  within i t s  l im i t s .  Method numbered (4) provides f o r  a tax on such a sso c ia t ion s  'according t o ,  or measured by' 'the en t i re  net income received from a l l  sources ' sub jec t  only to  ce r ta in  r e s t r i c t i o n s  as to the r a te .This method was added to the three p re ­v iously  authorised under R. S. 5219 by amendment of March 25, 1926 . . . The p la in  meaning of the amendment i s  con­firmed by i t s  l e g i s l a t i v e  h is to ry  show­ing beyond doubt that Congress intended to  authorise a franchise tax measured by net income including in te re s t  on tax immune federa l s e c u r i t i e s . "
From the above we may conclude tha t the State o f  Alaska may impose an excise tax upon national banks pursuant to R. 3. 5219, 12 U .S .C . § 548, and that net income o f  the banks, including federa l bond in t e r e s t ,  may be used as a 

measure o f  the tax . _
R. S. 5219, 12 U .S .C . § 548, imposes c e r t a in  r e ­s t r i c t i o n s  on s ta te  taxat ion  o f national banking a s s o c ia t ion s .  The imposit ion by the s ta te  o f  any one o f  the fou r  methods o f  taxat ion  must be in l i e u  o f  a l l  o thers .  Thus, a s ta te  must e le c t  one method fo r  taxat ion  o f  national banks. The State o f  Alaska has e lec ted  method No. 4 providing f o r  a tax mea­sured by net income. See l e t t e r  o f  January 10, 1951 , from th is  o f f i c e  to Commissioner o f Taxation.
In case o f  a tax measured by neb income "the ra te  sha l l  not be higher than the ra te  assessed by other f in an c ia l  corpora t ions nor higher than the highest o f  the ra tes  assessed  by the taxing s ta te  upon mercanti le ,  manufacturing, ana b u s i ­

ness corporat ions doing business within i t s  l im i t s . "  Some question may be ra ised  as to  whether the Alaska Business License Act meets th is  requirement o f  the federa l  s t a tu t e .
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Under the Alaska Business License Act the tax upon "national and t e r r i t o r i a l  banks, t ru s t  companies and savings and loan asso c ia t ion s"  i s  two per cent (2#) o f net income. The tax upon other f in a n c i a l ,  mercantile , manufacturing and business
fou r th  per cent (l/4Jy) o f  gross r e ce ip ts .

In Tradesman's Bank v. Tax Commissioner, suora , the court considered a s im i la r  question with respect to  the Oklahoma s ta tu te  and sa id :
'*'A considerat ion o f the course o f  j u d i c i a l  dec is ion  on R. S. 5219 ana i t s  predecessors can leave no doubt that the various r e s t r i c t i o n s  i t  p laces on the permitted methods o f  taxat ion are designed t o  p r o h ib i t  only those systems o f  s ta te  taxa t ion  which discriminate in p r a c t i c a l  operat ion  against national banking a s s o c ia ­t ion s  or t h e i r  shareholders as a c la ss  . . . Thus, i t  i s  not a va l id  ob je c t ion  to a tax  on nat iona l bank shares that other moneyed . c a p i t a l  in the s ta te  or shares o f  s ta te  banks are taxed at a d i f fe ren t  rate or assessed by a d i f f e ren t  method unless i t  appears tha t the d if ference in treatment r e s u l t s  in f a c t  in a d iscr im inat ion un­favorab le to  the holders o f the shares o f f  nat iona l banks . . . He think the same pur­pose to  prevent ac tua l d iscr im inat ion but 

to  allov/ the s ta tes  considerable freedom in  working out an equitable tax system i s  d is ce rn ib le  in the p a r t i c u la r  r e s t r i c t i o n  
upon which appel lant r e l i e s .

"The re so lu t ion  o f the issue ra ised  by appe l lan t thus turns upon examination o f  the whole tax s tructure  o f  the s ta te .  . . .
"This b r i e f  survey su f f i c e s  to show t h a t ,  considering a l l  the taxes imposed upon business and mercantile corporat ions  doing business in the s ta te ,  the scheme o f  taxa t ion  adopted by Oklahoma does not d i s ­criminate against national banking a sso ­c ia t i o n s  . "

Under our s ta tu te  the method of taxing f in an c ia l ,

companies and savings and loan assoc ia t ions  but i t  does not
banking a s s o c ia t ion s ,  e sp e c ia l ly  v.’hen tee en t i re  Alaska

corpora t ions  i s  at the ra te  o f  oneAper cent   (_ i ,     _ _ _ j  /  i  /I I /  \    r t     _ i  __ _

mercanti le ,  manufacturing and business corporat ions d i f f e r s  from the method used fo r .n a t ion a l  and s ta te  banks, t r u s t
appear tha t  there i s  any d iscr im inat ion against nat iona l
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scheme o f  taxa t ion  i s  considered.

However,, there appears to  be a ser ious de fec t in  our present s t a tu te .  The measure o f  the tax upon nat iona l  and s ta te  banks, t ru s t  companies and savings and loan  a s so c ia t ion s  i s  two per cent ( 2fi) upon the net income o f  each s'uch taxpayer, computed as required under the In te rna l  Revenue Code o f  the United S ta tes .  Net income as computedunder the In te rna l  Revenue Code includes in te r e s t  fromfedera l  bonds but does not include in te r e s t  from s ta te  and municipal bonds. See 26 U .S .C . , § 103 (1958 e d . ) .  A s ta te  tax  which r e s u l t s  in  d isc r im inat ion  against the s e c u r i t i e s  o f  the United S ta tes  i s  in v a l id .
A Pensylvania s ta tu te  imposed a tax on the shares o f  a t r u s t  company. The measure o f  the tax was the value of the net a sse ts  l e s s  the amount invested in stock o f  ce r ta in  Pennsylvania co rpo ra t ion s .  The United States Supreme Courb in  S chuy lk i l l  Trust Co. v. Pennsylvania, 296 U .S . 113 (1935) held th i s  tax  to  be in v a l id .  The court  sa id :

" i f  the tax I s  l i f t e d  from the shareso f  c e r ta in  t r u s t  companies because thosecompanies own only stocks a lready taxed or  re l ie v ed  from taxat ion  by the s ta te ,  and shares in o ther  t ru s t  companies are taxed amongst whose asse ts  there are United States  Bonds or other s e cu r i t i e s  e n t i t l e d  to  ex­emption because issued by federa l instrumen­
t a l i t i e s ,  which are f igured in the base o f  the tax , i t  i s  impossible to  avoid the con­c lu s ion  that the law d iscr im inates in favor  o f  the former and against the l a t t e r  s o le ly  by reason o f  ownership o f  such federa l  
s e c u r i t i e s ."
In F id e l i t y  and Guarantee F ire Corporation v. Lesser , 

172 Md. 652, 193 A t lan t ic  lo->, I 0 7  (1937) the court re fe r red  to  the S chuy lk i l l  opinion ana said :
"The quoted po r t ion  o f  the S chuy lk i l l  opinion seems to  dec lare that the s ta te ,  in  valuing the stock o f the corpora t ion  f o r  purposes o f  taxa t ion ,  cannot exempt any o f  i t s  s e c u r i t i e s ,  whether tax exempt or not , when amongst i t s  asse ts  are na­t i on a l  bank stocks o f  fed e ra l  s e cu r i t i e s  unless they a lso  are exempted, in which event the l o c a l  tax exempt property or  s e c u r i t i e s  would a lso  be exempted. In other  words, the federa l  p o l i c y  seems to  be with respect to the taxing o f  shares in  domestic corpora t ions owning nat iona l bank shares , federa l  s e c u r i t i e s ,  tax exempt or a lready  taxed shares , to  tax a l l  or omit the na-
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t ion a l  bank stocks and federa l  s e c u r i t i e s . "  .
In Peter Kiev.ri t  Sons Co . ,  v. County o f  Douglas/  

l 6 l  Neb. 93,  72 N.W.2d 415 (1955) a s ta te  tax re su l t in g  in  d iscr im inat ion  against United States s e cu r i t i e s  was a lso  declared to  be in v a l id .  '
The leading case on th is  problem i s  Commissioner v. Curt is  Publishing Co. ,  3 6 3  Pa. 29 9 ,  69 A .2d 410 (1 949 ) .In that case the court dea l t  with a s ta tu te  very much s im i la r  t o  our own. The s ta te  imposed a franchise tax on the net income o f  the co rpora t ion  fo r  the p r iv i le g e  o f  doing business in  the s t a t e .  Net income was defined as net income f o r  the calendar year or f i s c a l  year as returned to ,  and ascerta ined  by the federa l  government. The court pointed out th a t  net income as determined f o r  the federa l  income tax included i n ­t e r e s t  from federa l  ob l iga t ion s  but did not include in te r e s t  from s ta te  o b l ig a t ion s .  The court held th is  s ta tu te  was in ­v a l id  as i t  d iscr im inated against the ob l iga t ion s  o f  the federa l  government. After an exhaustive review and analys is  o f  leading cases on s ta te  taxat ion  o f  nat iona l banks the 

court sa id :
"No case has been brought to our a t ­ten t ion  and we have found none in which the United S ta tes  Supreme Court has up­held any tax imposed by a s ta te  i f  that  tax d iscr im inated e i th e r  d i r e c t l y  or i n ­d i r e c t l y  aga inst the s e c u r i t i e s  o f  the 

United S t a te s ."
The computation o f  net income under our s ta tu te  i s  the same as net income computed under the In terna l Revenue Code. This computation omits in te r e s t  from s ta te  and munici­pal ob l ig a t ion s .  I f  the banks are required to include federa l  bona in t e r e s t , as i s  required under the In terna l Revenue Code, the tax on such in te r e s t  may be held to r e su l t  in d isc r im ina ­t ion  against the s e c u r i t i e s  o f  the United States  and inva l id  f o r  the same reason as the Pennsylvania s ta tu te  was found in v a l id .  While an Alaska court might reasonably a r r ive  a t  a d i f f e r en t  conclusion we are nevertheless o f  the opinion that federa l  bond in te r e s t  should not be included in the computation o f  net income f o r  the purposes o f  th i s  tax .

Sbv-xa I t  i s  be l ieved that our s ta tu te  should be amended to'require the add i t ion  o f  in te r e s t  from s ta te  and municipal bonds. With th i s  amendment 3t i s  be l ieved that the s ta te  may impose a -  tax upon the net income o f  the banks computed as required under the In terna l Revenue Code and include in that computation in ­t e r e s t  from federa l  o b l ig a t ion s .  A copy o f  the d r a f t  o f  a proposed amendment to t h i s  s ta tu te  i s  submitted with th is  memorandum f o r  your cons ide ra t ion .  This draft: a l s o  s t r ik e s  the net operating lo s s  deduction which can now be claimed by
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b a nits.
Very t ru ly  yours ,
JOHN L. RADER ATTORNEY GENERAL

Robert 0. Lowe Legal Assis tant

RCL:lb Ene l .

By
&



Public Law 91-156 
i f lS r s  91st Congress, H. R, 7491

December 24, 1969

H i  i  H c t  ___________
To clnrify the liability of nntionnl tinnks for certain taxes.

l i e  i t  e n a c t e d  b y  t h e  S e n a t e  a n d  I l o w e  o f  / t e p r e n e n t a t i v e s  o f  th e  
U n i t e d  S t a t e n  o f  A m e r i c a  i n  C o n y r c s n  a n n e m b le d ,
§ 1. Temporary amendment of section 5219, Revised Statutes

(a) Section 5219 of the Revised Statutes (12 U.S.C. 51S) is amended by adding at the end thereof the following:“5. (a) In addition to the oilier methods of taxation authorized by the. foregoing provisions of this section and subject to the limitations and restrictions specifically set forth in such provisions, a State, or political subdivision thereof may impose any tax which is imposed gen­erally on a nondiscriminutory basis throughout the jurisdiction of such State or political subdivision (other than a tax on intangible personal property) on a national bank having its principal office within such State in the same manner and to the same extent as such tax is imposed on a bank organized and existing under the laws of such State.“ (b) IOxcept as otherwise herein provided, the legislature of each State may impose, and may authorize any political subdivision thereof to impose, the following taxes on a national bank not having its prin­cipal office located within the jurisdiction of such State, if such taxes nro imposed generally throughout such jurisdiction on a nondis- criminatory basis:“ (1) Sales taxes and use taxes complementary thereto upon purchases, sales, and use within such jurisdiction.“ (2) Taxes on real property or on the occupancy of real prop­erty located within such jurisdiction.“ (3) Taxes (including documentary stamp taxes) on the exe­cution, delivery, or recordation of documents within such jurisdiction.“ (4) Taxes on tangible personal property (not including cash or currency) located within such jurisdiction.“ (5) License, registration, transfer, excise,or other fees or taxes imposed on the ownership, use, or transfer of tangible personal property located within such jurisdiction.“ (c) Xo sales tax or use tax complementary thereto shall he imposed pursuant to this paragraph 5 upon purchases, sales, and use within the taxing jurisdiction of tangib’e personal property which is the subject matter of a written contract of purchase entered into by ti national hank prior to September J, 1909.“ (d) As used in this paragraph 5, the term ‘State’ means nnv of the several States of the United States, the District of Columbia, the Commonwealth of Puerto Rico, the Virgin Islands, and Guam.”(h) The. amendment made by subsection (a) of this section shall be effective from the date of enactment of this Act until the effective date of the amendment made by section 2(a) of this Act.
§ 2. Permanent amendment of section 5219, Revised Statutes

(a) Section 5219 of the Revised Statutes (12 U.S.C. 54S) is amended to read:“Ssc. 5219. For the purposes of any tax law enacted under authority of the United States or any State, a national bank shall be treated as a bank organized and existing under the laws of the State or other jurisdiction within which its principal office is located.”(b) The amendment made bj subsection (a) becomes effective on Jnnunry 1, tirrir- t ^ a ,
( o v e r )

93 STAT. 434

National banka. Taxation by States.

"State."

Effectivedate.

Effectivedate.
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‘Pub. Law 91-156 - 2 - December 24, 1969,-AT. 435
§ 3. Saving provision 

(n) Except. :is provided in subsection (b) of this section, prior to January 1, 1 !>T*2, no tax may 1« imposed on any class of banks by or under authority of any ,State legislation in effect prior to the enact­ment of this Act unless(1) the tax was imposed on that class of banks prior to the enactment of this Act, or(2) the imposition of the tax is authorized by affirmative action of the. State legislature after the enactment of this Act.(b) The prohibition of subsection (a) of this section does not apply to(1) any sales tux or use tax complementary thereto,(2) any tax (including a documentary stamp tax) on the exe­cution. deliver}-, or recordation of documents, or(3) any tax’on tangible personal property (not including cash or currency), or for any license, registration, transfer, excise or other fee or tax imposed on the ownership, use or transfer of tan­gible personal property,*• imposed by a State winch does not impose a tax, or an increased rate oftax, in lieu thereof.
§ 4. Study by Board of Governors of the Federal Reserve System

(a) The Board of Governors of the Federal Reserve System (here- . j inaftcr referred to as the “Board") shall make a study to determine
(, the probable impact on the banking systems and other economic effectsi of the changes in existing law to he made by section 2 of this Act gov-,-AT;! erning income taxes, intangible property taxes, so-called doing business"vt taxes, and any other similar taxes which arc or may be imposed onbanks. In conducting the study the Board shall consult with the Secretary of the Treasury and appropriate State banking and taxing ’ authorities.Report to (b) Tito Board shall make a report of the results of iiS study to theCongress, Congress not later than December 31, 1970. The report shall includetlio Board’s recommendations as to what additional Federal legisla­tion, if any, may 1ms needed to reconcile the promotion of the economic efficiency of the banking systems of the Nation with the achievement of effectiveness and local autonomy in meeting the iiscal needs of the States and their political subdivisions.

Approved December 24, 1969.

- i . .  .. • i

LF.GI51..VTIV?: HISTORY:
HOUSE REPORTS: Ho. 91-290 (Corn, on Banldng & Curronoy) and No. 91-728 (Ccc.ci, of Conference).SENATE REPORT No. 91-530 (Comm, on Eanking It Currenoy). CONGRESSIONAL RECORD, Vol. 115 (1969):July 17: Considered and passed House.Nov, 21: Considered and passed Senate, anended.Deo. 10: House agreed to conference report,Deo. 12: Senate agreed to conference report.
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fh. 1 NATIONAL BANK SHARKS 1 2  § 5 4 3
‘ •5 5 4 2 - 5 4 7 .  Omitted. ,

Historical Hoto
C.J (lcatlun. Section 512, Act Mar. 14, -s.i <■. it. i 13, 31 Stat. -10, related to I,,',,' circulating notes secured by 2 j,f <»atutu bouds.

513, Act Dee. 21,' 1003, e. 3, 5 1. ?-»l 3. related to tar on circulating ,. j» j.vured by Panama Canal 2 per ! .:sn bonds and rights nnd privileges ,* ia«h bonds.
Vrtlon 54a, lt.S. I 5213; Act Mar. 3, •,*U c. 121. 3 1. 22 Stat. 4S8, related to m.-' yearly return of circulation.
<;«:1.jd 513. R.S. 5 5216; Act Mar. 3, ;wj. c. 121, i 1, 22 Stat. 4SS, related toaalty lor lallura to make return.
v̂ tlon 518, U.S. 5 5217, related to en- fir'iag tax on circulation.
Vrtlvn 547, U.S. § 521S; Act June 10, ;-re. c. 13, S 304, 42 Stat. 24, related to i.Tmdlng excess tar.
tupmli. Effective July 1, 1035, the r«rauueat appropriation provided lor in

former section 517 0f this title -was re­pealed by Act Juno 28, 1034, c. 730, 5 2, 43 Stab 1226, such act authorizing In lieu thereof, an annual appropriation from the general fund of the Treasury. See section 723a (b) of Title 31, Money and Finance.
ltedoraptlon of Bond*; Termination of Circulating Notes. In u communica­tion from the Treasury Department dat­ed February 17, 1911, It was stated: "The Secretary of the Treasury called for redemption the only outstanding is­sues of United States bond3 bearing the circulation privilege as follows;Consols of 1930, as of July 1, 1935,‘ -OS Panama Canal bonds of 1918-30, and“2% Panama Canal bonds of 191S-23, as of August 1, 1935."Tho • etirement of these issues auto­matically put an end to National Dank note circulation and the collection of tho tar thereon.”

NATIONAL BANK SHARES

5 4 8 .  State taxation
the legislature of each State may determine and direct, subject to 

•he provisions of this section, the manner and place of taxing all the 
‘ ‘•'.n-s of national banking associations located within its limits. 
The several States may (1) tax said shares, or (2) include dividends 
•Lrjvcd therefrom in the taxable income of an owner or holder there- 

or (3) tax such associations on their net income, or (4) accord- 
to or measured by their net income, provided the following con- 

- ‘.ons are complied with:
1. (a) The imposition by any State of any one of the above four 

."ttth of taxation shall be in lieu of the others, except as hereinafter 
: willed in subdivision (c) of this clause.

(b) In the case of a tax on said shares the tax imposed shall not 
' * a t  a greater rate than is assessed upon other moneyed capital in 

hands of individual citizens of such State coming into competi- 
with the business of national banks: Provided, That bonds. 

* ’-5, or other evidences of indebtedness in the hands of individual 
• ■••-'••ns not employed or engaged in the hanking or investment busi- 

and representing merely personal investments not made in
5



i

competition with such business, shall not be deemed moneyed capital 
within the meaning of this section.

(c) In case of a tax on or according to or measured by the net in­
come of an association, the taxing State may, except in case of a 
tax on net income, include the entire net income received from all 
sources, but the rate shall not be higher than the rate assessed upon 
other financial corporations nor higher than the highest of the rates 
assessed by the taxing State upon mercantile, manufacturing, and 
business corporations doing business within its limits: Provided, 
however, That a State which imposes a tax on or according to or 
measured by the net income of, or a franchise or excise tax on, 
financial, mercantile, manufacturing, and business cornorations or­
ganized under its own laws or laws of other States and aiso imposes 
a tax upon the income of individuals, may include in such individual 
income dividends from national banking associations located with­
in the State on condition that it also includes dividends from domes­
tic corporations and may likewise include dividends from national 
banking associations located without the State on condition that it 
aiso includes dividends from foreign corporations, but at no higher 
rate than is imposed on dividends from such other corporations.

(d) In case the dividends derived from the said shares are taxed, 
the tax shall not be at a greater rate than is assessed upon the net 
income from other moneyed capital.

2. The shares of any national banking association owned by non­
residents of any State shall be taxed by the taxing district or by the 
State where the association is located and not elsewhere; and such 
association shall make return of such shares and pay the tax ihere- 
'on as agent of such nonresident shareholders.

3. Nothing herein shall be construed to exempt the real property 
of associations from taxation in any State or in any subdivision 
thereof, to the same extent, according to its value, as other real 
property is taxed.
. 4. The provisions of section 5219 of the Revised Statutes of the 
United States as in force prior to March 25, 1926, shall not prevent 
the legalizing, ratifying, or confirming by the States of any tax here­
tofore paid, levied, or assessed upon the shares of national banks, 
or the collecting thereof, to the extent that such tax would be valid 
under said section. R.S. § 5219; Mar. 4, 1923, c. 267, 42 Stat. 1499; 
Mar. 25,1926, c. 88, 4* Stat. 223.

!12 § 5 4 8  T A X A T I O N  Ch. </

6



January 24, 1973

Mr. Dick Hall Vice President National Bank of Alaska Juneau Branch 123 Seward Street Juneau, Alaska 99801
Dear Mr. Hall :
As you may be aware, House B i l l  57, An Act r e la t in g  to the Alaska business l icense tax on nationa l  banks and s ta te  banks, e t c . ,  i s  presently before  the House Finance Committee fo r  cons idera t ion . The committee wishes to be apprised o f  the a t t i tu d e  of the banking industry toward th is  b i l l ,  and has set aside the time of 8 :30 a.m. on Tuesday, Janu­ary 30, 1973 to hear testimony from the banking industry.
You, or whomever you wish to designate , are in ­v ited to  appear at the time indicated to  o f f e r  testimony.

S incere ly ,

Glen K. Vernon House F is c a l  Analyst


