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C o m m i H e e  Repo r t
S E N A T E

/  72/21/73 cyif

Date 
Mr. President:

The Committee on ~’JNANCK._______________has had V ____
( b u s i n e s s  l i c e n s e  t a x  on  h a n k s )  

under consideration. A majority of the members of the Committee

/~7 recommends it do pass

/ / recommends it do not pass

£7 recommends it do pass with attached amendment(s)

/X/ recommends it be replaced with CS for ///$___ /______ and that

CS for //.,■< ~5T 7________ do pass
/~7 (and) recommends it be referred to the __________________________

committee

fj reports it back without recommendation

/~7 (other) ____________________________________________________________

MEMBERS SIGNING THE MAJORITY REPORT:
J

: ' ( J  / / * , .  , -     ■ ■ : _________________________________

V; / /  / /  /

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

_______•______________  recommends:

______________________ recommends:

______________________  recommends:

______________________  recommends:

/ / /  /  /  /__________________________  recommends:
CHAIRMAN



AM SENATE JOURNAL March 6, 1973

UNFINISHED BUSINESS

SCS Senator Oroh moved re c o n s id e ra t io n  o f  SENATE COMMITTEE 
HB SUBSTITUTE FOR HOUSE BILL NO. 57 am S .
57
am S

HOUSE BILLS IN THIRD READING

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 57 am S 
(bus iness l ic e n s e  tax on banks) was cons idered in  t h ir d  
re a d in g .

CSSB Senator Hohman moved and asked unanimous consent tha t
150 . the re c o n s id e ra t io n  o f  COMMITTEE SUBSTITUTE FOR SENATE 
am iilL L  NO. 150 am (annexation  o f  m i l i t a r y  re s e rv a t io n s ) and

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 151 (R u les )
CSSB ( lo c a l government boundaries ) be h e ld  over one le g is la t iv e
151 day . Senator Hohman then w ithdrew  h is  m otion .

(R u les)

Senator Thomas moved and asked unanimous consent tha t the 
Senate recess u n t i l  11 :00 a .m . today , and then reconvene 
in  J o in t sess ion  in  the House chamber to hear an address 
by C h ie f Justice  Jay A. R ab in ow itz . There b e in g  no 
o b je c t io n , the Senate recessed a t 10 :53  a .m .

AFTER RECESS 

JOINT SESSION IN  THE HOUSE

The Speaker o f the House c a l le d  the J o in t  sess ion  to o rde r 
a t 11 :02 a .m . and de fe rred  to the P res ident o f  Senate.

Senator Thomas moved and asked unanimous consent tha t the 
r o l l  c a l l  o f  the Senate be waived and tha t the record 
r e f le c t  a l l  members p resen t . There be in g  no o b je c t io n , i t  
was so o rde red .

Senator Oroh moved and asked unanimous consent tha t 
SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 57 am S , 
be re fe r re d  back to the F inance Committee. W ithout 
o b je c t io n , i t  was so o rde red .
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Oi JLnal s p on so r :  R u le s  Committee
b,v re q u e s t  o f  the  Gove rno r

IN THE HOUSE . BY THE FINANCE COMMITTEE
SENATE CS FOR HOUSE BILL NO. 57 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
EIGHTH LEGISLATURE -  FIRST SESSION 

A BILL
For an Act en t i t l e d :  "An Act re la t in g  to  tho Alaska business l icense tax

on national banks and s ta te  banks, t ru s t  companies 
and savings and loan a s so c ia t ion s ;  and providing for  
an e f f e c t iv e  date ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 
s Section 1. AS 43 .70 .030 (b )  i s  amended to  read:

(b) The license fee fo r  each nat iona l bank and s ta te  bank, t ru s t  
company and savings and loan assoc ia t ion  I s  six [TV/0] per cent o f  
I t s  net income. Net Income means the taxable income o f  each such 
taxpayer before net operating loss  deduction and spec ia l  deductions, 
computed as required under the Internal Revenue Code o f  the United 
States and includes a l l  other income including income from federa l ,  
s ta te  or municipal ob l ig a t ion .  Each o f  these taxpayers sh a l l  submit 
a copy o f  the Income tax return which I t  f i l e s  with the United States  
Co l lec to r  o f  Internal Revenue and sha l l  n o t i fy  the commissioner o f  
revenue in writing o f  any a l te r a t i on  or modif icat ion o f  the federa l  
Income tax return and o f  a recomputation o f  tax or determination o f  
def ic iency . The taxpayer who f i l e s  his federa l return on a f i s c a l  
year basis sha l l  in add it ion  submit a statement sett ing out a l l  
information which would be required and reported In a federa l income 
tax return prepared fo r  the calendar year. This statement sh a l l  be 
in the same form as a federa l income tax return and the net income 
sha l l  be computed as required under the In terna l Revenue Code. The 
statement sha l l  be submitted to  the commissioner o f revenue before

- 1 -  SCSHB 57
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the sixteenth day o f  Apri l  a f t e r  the c lose  o f  the calendar year.
* Sec. 2. This Act i s  re t ro a c t iv e  to  January 1 , 1973.
* Sec. 3. This Act takes e f f e c t  on the day a f t e r  i t s  passage and approval 

or on the day i t  becomes law without approval.

SCSHB 57 - 2 -
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Introduced: 1/12/73
R e fe rred : Commerce and
Finance

B Y  T H E  R U L E S  C O M M I T T E E  B Y
I N  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  N O .  57 

I N  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 :  " A n  A c t  r e l a t i n g  t o  t h e  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  a n d  l o a n  a s s o c i a t i o n s ;  a n d  p r o v i d i n g  f o r  

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 :

H S e c t i o n  1 .  A S  4 3 - 7 0 . 0 3 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  T h e  l i c e n s e  f e e  f o r  e a c h  n a t i o n a l  b a n k  a n d  s t a t e  b a n k ,  t r u s t  

c o m p a n y  a n d  s a v i n g s  a n d  l o a n  a s s o c i a t i o n  i s  e i g h t  [ T O O ]  p e r  c e n t '  o f  

i t s  n e t  i n c o m e .  N e t  i n c o m e  m e a n s  t h e  t a x a b l e  i n c o m e  o f  e a c h  s u c h  

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

c o m p u t e d  a s  r e q u i r e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  t h e  U n i t e d  

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

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

a  c o p y  o f  t h e  i n c o m e  t a x  r e t u r n  w h i c h  i t  f i l e s  w i t h  t h e  U n i t e d  S t a t e s  

C o l l e c t o r  o f  I n t e r n a l  R e v e n u e  a n d  s h a l l  n o t i f y  t h e  c o m m i s s i o n e r  o f  

r e v e n u e  i n  w r i t i n g  o f  a n y  a l t e r a t i o n  o r  m o d i f i c a t i o n  o f  t h e  f e d e r a l  

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

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

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

i n f o r m a t i o n  w h i c h  w o u l d  b e  r e q u i r e d  a n d  r e p o r t e d  i n  a  f e d e r a l  i n c o m e  

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

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

s h a l l  b e  c o m p u t e d  a s  r e q u i r e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e .  T h e  

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

-1 - HB 57 am
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t h e  s i x t e e n t h  d a y  o f  A p r i l  a f t e r  t h e  c l o s e  o f  t h e  c a l e n d a r  y e a r ,

*  S e c .  2 .  T h i s  A c t  i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 7 3 .

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  o r .  t h e  d a y  a f t e r  i t s  p a s s a g e  a n d

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

HB 57 am -2 -
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Introduced: 1/12/73
Referred: Commerce and
Finance

B Y  T H E  R U L E S  C O M M I T T E E  B Y
I N  T H E  H O U S E  R E Q U E S T  O F  T H E  G O V E R N O R

H O U S E  B I L L  N O .  57 

I N  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 :  " A n  A c t  r e l a t i n g  t o  t h e  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  a n d  l o a n  a s s o c i a t i o n s ;  a n d  p r o v i d i n g  f o r  

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  ^ 3 . 7 0 . 0 3 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  T h e  l i c e n s e  f e e  f o r  e a c h  n a t i o n a l  b a n k  a n d  s t a t e  b a n k ,  t r u s t  

c o m p a n y  a n d  s a v i n g s  a n d  l o a n  a s s o c i a t i o n  I s  s i x  [ T V / O ]  p e r  c e n t  o f  

i t s  n e t  i n c o m e .  N e t  i n c o m e  m e a n s  t h e  t a x a b l e  i n c o m e  o f  e a c h  s u c h  

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

c o m p u t e d  a s  r e q u i r e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e  o f  t h e  U n i t e d  

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

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

a  c o p y  o f  t h e  i n c o m e  t a x  r e t u r n  w h i c h  i t  f i l e s  w i t h  t h e  U n i t e d  S t a t e s  

C o l l e c t o r  o f  I n t e r n a l  R e v e n u e  a n d  s h a l l  n o t i f y  t h e  c o m m i s s i o n e r  o f  

r e v e n u e  i n  w r i t i n g  o f  a n y  a l t e r a t i o n  o r  m o d i f i c a t i o n  o f  t h e  f e d e r a l  

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

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

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

i n f o r m a t i o n  w h i c h  w o u l d  b e  r e q u i r e d  a n d  r e p o r t e d  i n  a  f e d e r a l  i n c o m e  

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

i n  t h e  s a m e  f o r m  a s  a  f e d e r a l  i n c o m e  t a x  r e t u r n  a n d  t h e  n e t  I n c o m e  

s h a l l  b e  c o m p u t e d  a s  r e q u i r e d  u n d e r  t h e  I n t e r n a l  R e v e n u e  C o d e .  T h e  

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

- 1 -  H B  57
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t h e  s i x t e e n t h  d a y  o f  A p r i l  a f t e r  t h e  c l o s e  o f  t h e  c a l e n d a r  y e a r .

*  S e c .  2 .  T h i s  A c t  i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 7 3 -

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  d a y  a f t e r  i t s  p a s s a g e  a n d

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

HB 57 -2 -



HOUSE B ILL  57 (Bank T ax )
Est. 
FY 73

Existing Tax
2% of net income 200.0
oC£ to local govt. 120.0

Net to State 8070

HE 57k% of net income 400.060/j to local govt. 2 ll 0 . 0
Net to State 160.0

Total Existing plus HB 576/i of net income 600.060/-' to local govt. 360. 0
Met to State 2T 0T 0

CSKB 576$ of net income 600.0
603 to local govt. 3o0.0

Met to Stace 240.0

Total Existing plus CSHB 57
S/i of net income oOO.O6 to local govt. 400• 0

Met to State . 320.0

FY 74 FY 75 FY 76 FY 77 FY 78

220.0132.088.0
240.0
144.0 96.0

260.0156.0
104.0

280.0168.0112.0
300.0180.0 120.

440.0 ’
264.0176.0

480.0288.0 192.0
520.0
312.0
208.0 •

560.0
336.0
224:0

*IdO.O 360.0 
2To7o

660.0
396.0
264.0

720.0
432.0288.0

780.0
468.0
312.0

840.0
504.0
336.0

900.0
540.0
360.0

66 0.0 
396. 0 
264 .0

720.0432.0
268.0

786.0
468.0312.0

840.0
504.0
336.0

900.0
540.0
360.0

880.0
528.0
352.0

960.0 
576.0 
384 .0

1,040.0
624.0
416.0

1,120.0 
672.0 
448. 0

1,200.0 
720.0 

• 480.0



• > STATE
of ALASKA (A /(J = . (m I & // w u W & ' G j  t i^ f

TO: p R. D. Stevenson 
Acting Commissioner 
Department o f  Revenue

DATE January 18 , 1973

FROM: L. P . C a r r o l l ,  C h ie f
M isce l laneous  Tax Sec t ion

SUBJECT: House B i l l  57 (As Amended by
House Commerce Committee) 
In c re a s in g  the A laska  Bank Tax

C

In  response to you r reques t  f o r  re se a rch  on House B i l l  57 (As Amended by House 
; Commerce Ccp.unittee), r a i s in g  the tax  on banks and o th e r  f i n a n c i a l  i n s t i t u t i o n s
; from  2% to  8% o f  ne t income, the fo l lo w in g  i s  submitted f o r  t r a n sm it t in g  as

may be r e q u i re d .
E f f e c t  on T re a su ry :

. . .  F/Y 73 F/Y 74 F/Y 75 F/Y 76 F/Y 77 F/Y 78
Estimate o f  Net
S ta te  Taxab le
Income o f  Banks 1 0 , l  1 ,0 0 0  1 1 ,0 0 0 ,0 0 0  1 2 ,0 0 0 ,0 0 0  1 3 ,0 0 0 ,0 0 0  1 4 ,0 0 0 ,0 0 0  1 5 ,0 0 0 ,0 0 0

Tax a t  P re se n t
Rate o f  2% ' " 2 0 0 ,0 0 0  220 ,0 00  ‘ 2 4 0 ,0 00  2 60 ,0 0 0  2 8 0 ,0 0 0  3 0 0 ,0 0 0
Tax a t  Proposed
Rate o f  8% - 8 0 0 ,0 00  8 8 0 ,0 0 0  9 6 0 ,0 0 0  1 ,0 4 0 ,0 0 0  1 ,1 2 0 ,0 0 0  1 ,2 0 0 ,0 0 0
Net In c re a s e  to
Genera l Fund 600 ,0 0 0  660 ,0 0 0  720 ,0 0 0  7 80 ,0 00  8 4 0 ,0 0 0  9 0 0 ,0 0 0

Problems o f  A dm in is t ra t io n : None
Genera l Comments: Attachments I  and' 2 suppo rt the fo l low in g  c on c lu s io n s :
(Attachment 1) 1 . Of the 50 S ta te s ,  28 S ta te s  use an exc ise  o r  income tax  s t r u c t u r e

w ith  an average r a t e  o f  6 .91% ; 22 S ta te s  u t i l i z e  a method o th e r
than exc ise / in com e .

(Attachment 2) 2 .  Of these 28 S ta te s ,  18 a re  f ra n c h is e  e x c is e  tax  systems, 16 o f
which in c lud e  i n t e r e s t  o f  U. and m un ic ip a l bond i n t e r e s t  in  
the measure o f  n e t  ta x ab le  income ( in c lu d in g  A la ska ) and have an 
average tax ra te  o f  7.8% . I  a t ta ch  a graph i l l u s t r a t i n g  the tax 
r a t e  o f  these 16 S t a t e s .  You w i l l  no te  a h igh o f  13.7% in  
Minnesota to  a low o f  2% in  A laska .

In  summary, A la s k a 's  p re sen t  bank tax  system i s  the method used by most e x c is e / f ra n ch is e  
tax  S t a t e s .  However, the 2% tax we impose i s  w e l l  below any o th e r  S ta te ,  o r  
indeed , the average o f  a l l  o th e r  s t a t e s .



M E M O

R. D. S t e v e n s o n J a n u a r y  18, 1973 P a g e  2

The A laska bank l i c e n s e  tax i s  a deductab le  item on the U. S. C o rpo ra t ion  
Income Tax Retu rn  f o r  banks as ta xpaye rs . What th is  in e f f e c t  means i s  tha t 
F e d e ra l taxes a re  le ssened by the amount o f  the A laska tax times the 
a p p l ic a b le  F ed e ra l C o rpo ra t ion  Tax Ra te . For banks having a ta xab le  net income 
o f  $ 2 5 ,0 0 0 .0 0  o r  more, the F ed e ra l tax  r a t e  i s  48% o f  n e t income in  excess o f  
$ 2 5 ,0 0 0 .0 0 .  Thus, f o r  a bank paying $ 2 0 ,0 0 0 .0 0  in  A laska bank l i c e n s e  taxes 
the sav ings on the F ed e ra l C o rp o ra t ion  Retu rn  would be $ 9 ,6 0 0 .0 0 ,  o r  a lm ost 
h a l f  o f  the A laska bank l i c e n s e  tax  p a id .  The F ede ra l C o rp o ra t ion  Tax Rate 
f o r  banks n e t t in g  le s s  than $ 2 5 ,0 0 0 .0 0  i s  26%.
H i s t o r i c a l  N o te :
The ta x  on banks was e s ta b l is h e d  in  1950 a t  2% o f  t a x ab le  income. At th a t  time, 
in d iv id u a ls  and a l l  o th e r  c o rp o ra t io n s  were paying 10% o f  the then e f f e c t i v e  
F e d e ra l Income Tax Ra tes .
S ince th a t  t ime, i n d iv id u a l  tax has r is p n  to  16% o f  the 1963 F ed e ra l Tax Rate 
and c o rp o ra te  taxes have r i s e n  to 18% o f  the 1963 F ed e ra l Tax Ra tes . A laska 
banks con tinue to pay the r a t e  imposed in  1950 a t  2%, which may w e l l  account 
f o r  the ev iden t la g  behind the bank taxes now imposed by ou r s i s t e r  s t a t e s .

LPC :fd  
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DATE ' January 17, 1973
subject.- House B i l l  57

In c re a s in g  the A laska  Bank Tax ••■

In  response to y ou r  req ue s t  f o r  re se a rch  on House B i l l  57 , r a i s i n g  the tax on 
banks and o th e r  f i n a n c i a l  i n s t i t u t i o n s  from  2% to  6% o f  n e t  income, the 
fo l low in g  i s  submitted f o r  t r a n sm i t t in g  as may be re q u i re d .
E f f e c t  on T re a su ry :

F/Y 73
Estimate o f  Net'
S ta te  Taxab le
Income o f  Banks" 1 0 ,0 0 0 ,0 0 0 "
Tax a t  P re sen t
Rate o f  2%. . /  ______  200 ,0 00  . 2 2 0 , 0 0 0  .......... 2 4 0 ,0 0 0 . . .  .. . 2 6 0 ,0 0 0  2 80 ,0 0 0  300 ,0 0 0
Tax a t  Proposed
Rate o f  6% ■ 600 ,000  ' 66 0 ,0 00  7 2 0 ,0 0 0  7 8 0 ,0 0 0  840 ,0 00  ~ 900 ,0 00
Net In c re a se  to
Genera l Fund --— —■'-400,000' •••" 4 40 ,0 0 0  — 480-,000 - - • • -5 2 0 ,0 0 0  - 5 6 0 ,0 0 0  6 00 ,0 00  '

Problems o f  A dm in is t ra t io n : None ’ 1 • r .............
G enera l Comments: Attachments 1 and 2 suppo rt  the f o l lo w in g  c on c lu s ion s :

f (Attachment 1) 1. Of the 50 S ta te s ,  2 8 ' S ta te s  use an e xc is e  o r income tax s t r u c tu r e
. _  .___  w ith an average r a t e  o f  6 .91% . 22 S ta te s  u t i l i z e  a method o th e r

than exc ise / in com e . . . .  ,
(Attachment 2) 2 . Of these 28 S ta te s ,  18 a re  f r a n c h is e  e x c is e  tax  systems, 16 o f

which inc lude  i n t e r e s t  o f  U. S. and m un ic ip a l bond i n t e r e s t  in  
the measure o f  n e t  ta x a b le  income ( in c lu d in g  A laska ) and have an 
average tax r a t e  o f  7 .8% . I  a t ta c h  a graph i l l u s t r a t i n g  the tax 
r a t e  o f  these 16 S ta te s .  You w i l l  no te  a h igh  o f  13.7% in  
M innesota to  a low o f  2% in  A laska .

F/Y 74 F /Y 7 5 _______ F/Y 76 ' F/Y 77/ . ..F/Y 78 ’

• i i , o o o , o o o ’ * 12,"ooo ,ooo  i3 7 o o o ;o o c r  " ' 1 4 7 0 0 0 , 0 0 0  ~ 1 5 , 0 0 0 , 0 0 0

TO: r R. D. Stevenson 
Acting Commissioner 
Department o f  Revenue

FROM: L . P. C a r r o l l ,  Chie
M isce llaneous Tax Sec tion

In  summary, A la ska 's  p re sen t  bank tax system i s  d\e method used by most e x c i s e / f r a n c h i  
tax S ta te s .  However, the 2% tax we-impose i s  w e l l  below any o th e r  S ta te ,  o r 
indeed, the average o f  a l l  o th e r  S ta te s .  "  • "



The A laska bank l ic e n s e  tax i s  a deductab le item  on the U. S. C o rp o ra t io n .
Income Tax Return f o r  banks as taxpaye rs . What th is  in  e f f e c t  means i s  tha t 
F e d e ra l taxes a re  lessened by the amount o f  the A laska  tax  times the 
a p p l ic a b le  F ede ra l C o rpo ra t ion  Tax Rate . For banks having a ta x ab le  n e t income 
o f  $ 2 5 ,0 0 0 .0 0  o r  more, the F ed e ra l tax r a t e  i s  48% o f  n e t  income in  excess o f  . 
$ 2 5 ,0 0 0 .0 0 .  Thus, f o r  a bank paying $ 2 0 ,0 0 0 .0 0  in  A laska bank l i c e n s e  taxes 
the sav ings on the Fede ra l C o rpo ra t ion  Return would be $ 9 ,6 0 0 .0 0 ,  o r  a lm ost 
h a l f  o f  the A laska bank l i c e n s e  tax p a id . The F ed e ra l C o rp o ra t io n  Tax Rate 
f o r  banks n e t t in g  le s s  than $ 2 5 ,0 0 0 .0 0  i s  26%.
H i s t o r i c a l  N o te :
T h e .ta x  on banks was e s ta b l is h e d  in  1950 a t  2% o f  t a x ab le  income. At th a t  t im e, 
i n d iv id u a ls  and a l l  o th e r  c o rp o ra t io n s  were paying 10% o f  the then e f f e c t i v e  
F ed e ra l Income Tax Rates .
S ince  tha t time, i n d iv id u a l  tax has r i s e n  to  16% o f  the 1963 F ed e ra l Tax Rate 
and c o rp o ra te  taxes have r i s e n  to 18% o f  the 1963 F e d e ra l  Tax R a te s . A laska 
banks continue to pay the r a t e  imposed in  1950 a t  2%, which may w e l l  account 

- f o r  the  ev iden t la g  behind the bank taxes now imposed by ou r s i s t e r  s t a t e s .

LPC :fd
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bam; excise  or income tax summary

I BY STATE OR COMMONWEALTH

' I

ALABAMA.
E xc is e  Tax -  F in a n c ia l  i n s t i t u t i o n s  -  67. o f  t a x a b le  n e t income. ( 1 )  
Net income in c lu d e s  U. S. and m un ic ip a l bond i n t e r e s t .  ( 2 )  ( 3 )

■ . ALASKA

The l i c e n s e  fe e  f o r  each n a t i o n a l  bank and s t a t e  bank, t r u s t  company and sav ings  
.and lo a n  a s s o c ia t i o n  to  2%-o f  i t s  n e t income. Net income means the ta x a b le  
income o f  each such taxp aye r b e fo re  ne t o p e ra t in g  lo s s  deduc t ion  and s p e c ia l  
d e d u c t io n s ,  computed as re q u i re d  under the I n t e r n a l  Revenue Code o f  the Un ited  
S t a t e s  and in c lu d e s  a l l  o th e r  income in c lu d in g  income from  f e d e r a l ,  s t a t e  o r  

-m u n ic ip a l  o b l i g a t i o n s .  (A) —
m

' ARIZONA
Taxed under g en e ra l income ta x .  C o rp o ra t io n  and f i n a n c i a l  i n s t i t u t i o n s  —
1 s t  $ 1 ,0 0 0  -  27.; 2nd $ 1 ,0 0 0  -  3%; 3rd $ 1 ,0 0 0  -  47.; 4 th  $ 1 ,0 0 0  -  57.; 5 th  $ 1 ,0 0 0  - 67.;
6 th  $ 1 ,0 0 0  -  7%; ove r $ 6 ,0 0 0  -  37.. ( 1 )  -• ............

- -N e t- in com e exc ludes U. S. and mun ic ipa l bond i n t e r e s t  from  measure o f  income and 
a l l o c a t e s  same ag a in s t  d educ t ion s . ( 2 ) ( 3 )

I. * CALIFORNIA
Taxed under bank and c o rp o ra t io n  f ra n c h is e  t a x ' -  n a t i o n a l  and s t a t e  banks and 

' f i n a n c i a l  c o rp o ra t io n s  -  ad ju s ted  a n n u a l ly  w ith  maximum o f  11%; minimum f o r
f i n a n c i a l  c o rp o ra t io n s  o th e r  than banks, 77. but n o t  l e s s  than $100 . ( 1 )
Net income in c lu d e s  U. S. and m un ic ipa l bond i n t e r e s t .  (2)-.- . - - r ■....................

COLORADO
...Taxed -under g en e ra l income ta x  -  c o rp o r a t i o n ,  banks , t r u s t ,  f in an c e  sav ing s  and 

lo a n  companies and c o op e ra t iv e s  -  5% o f  C o lo rado  income. ( 1 )
—Net income exc ludes U. S. and m un ic ipa l bond i n t e r e s t ;  however, some l o c a l  

o b l i g a t i o n s  a re  in c lu d ed . ( 3 )  . ~'

'HAWAII , _ _
Banic f r a n c h i s e  t a x — 11.77. o f  n e t  income o f  banks and o th e r  f i n a n c i a l  i n s t i t u t i o n s .  ( 1 )  
Net income in c lu d e s  U. S. and m un ic ipa l bond i n t e r e s t .  ( 2 )

. • IDAHO

Taxed under g ene ra l income tax - -B anks  and c o rp o ra t io n s  -  67. f o r  e x e r c i s in g  co rp o - 
- r a t i o n  f r a n c h i s e ;  67, o f  n e t income f o r  c o rp o ra t io n s  no t s u b je c t  t o  c o rp o r a t i o n  

f r a n c h i s e  t a x .  ( 1 )
Net income in c lu d e s  U. S. and m un ic ipa l bond i n t e r e s t ,  however, exc ludes Idaho 
bond i n t e r e s t .  ( 3 )



Taxed under g en e ra l income t a x - - F i n a n c i a l  i n s t i t u t i o n s  - f i r s t  $ 25 ,0 00  o f  t a x a b le  
net income -  5%; nex t $ 5 0 ,0 0 0  -  6%; nex t $ 2 5 ,0 0 0  -  7%; ove r $ 10 0 ,0 0 0  - 8%. (1 )
Net income in c lu d e s  U. S. and m un ic ipa l bond i n t e r e s t ,  however, exc ludes Iowa
bond i n t e r e s t .  ( 3 )

-r - *-  -----—~ KANSAS *• *• :

Taxable under e x c is e  t a x - - 3 a n k s ,  t r u s t  companies, sav ings and lo an  a s s o c ia t io n s  
and development c r e d i t  c o r p o r a t i o n s :  5% on ne t income in  l i e u  o f  ta x  on s to c k  o r
a s s e t s .  F o r  t a x a b le  y e a rs  beg inn ing  a f t e r  1970, the tax  on bank and development 
c r e d i t  c o rp o r a t i o n  ne t income i s  5 -1 /2%  p lu s  a 2-1 /4%  su r ta x  on n e t income ove r 
$ 2 5 ,0 0 0 .  The ta x  on t r u s t  companies and sav ings and '.loan a s s o c ia t io n s  i s  5% p lu s  
a- 2 -1 /4%  s u r t a x  on n e t income ove r $ 2 5 ,0 0 0 .  ( 1 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 )

•<* •  r- t - *•—" -- - —» - * — — •  •
, » —  « •  * •  *  •  ^  —  • —  —  -  » .  -  •  •  -  • .  •  —  • *  •

MICHIGAN .

Taxable under income t a x — f i n a n c i a l  i n s t i t u t i o n s :  9.7% o f  ad ju s ted  net p r o f i t s .  ( 1 )  
Net income in c lu d e s  U. S. and m un ic ip a l bond i n t e r e s t ,  however, exc ludes Michigan 
bond i n t e r e s t . '  ( 3 )  * ' * * ' .

Hi*. MARYLAND  ̂ .... ............................................

T axab le  under f r a n c h is e  t a x  -  Commercial banks, s a fe  d ep o s i t  and t r u s t  companies 
and f in a n c e  c o r p o r a t i o n s ,  7% o f  annua l n e t e a rn in g s . ( 1 ) ( 3 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 3 )

' 1.. ,  MASSACHUSETTS  1_____  .V"- ^
Taxable u n d e r ' c o rp o r a t io n  e x c is e  t a x  - Banks, banking a s s o c ia t io n s  and t r u s t  companies 
10% o f  n e t  income p lu s  14% s u r t a x .  Sav ings and c o op e ra t iv e  banks, sav ings ar.d lo an  
a s s o c i a t i o n s  - 1% o f  ne t o p e ra t in g  income and l / 2 0 t h  o f  1% o f  d ep o s i ts  each s i x  
months p lu s  14% s u r t a x .  ( 1 )  ' '
Net income in c lu d e s  U . S .  and m un ic ip a l bond i n t e r e s t .  ^3)

MINNESOTA

Taxab le  under e x c is e  t a x  -  Banks 9.5% (10 .5%  f o r  ta x a b le  yea rs  beg inn ing a f t e r  
December 3 1 , 1966 and b e fo r e  Janua ry  1, 1974 ) p lu s  1.9% f o r . t a x a b l e  yea rs  beg inn ing  
a f t e r  1958. and b e fo r e  1974. The base r a t e  and a d d i t i o n a l  tax  a re - in c re a s e d  by 10% 
f o r  t a x a b le  y e a rs  beg inn ing  a f t e r  1960 and b e fo re  1974 . ( 1 ) ( 2 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 )

MISSOURI

Taxed' under e x c is e  ta x  -  Banks and t r u s t  companies and c r e d i t  i n s t i t u t i o n s . -  7% ( 1 )
Net income in c lu d e s  U. S , and m un ic ipa l bond i n t e r e s t .  ( 2 )

Montana ' . V - . •

Taxed under c o rp o r a t io n  income ta x  -  C o rp o ra t io n s ,  and s ta te  and n a t i o n a l  banks - 
6 -1 /4%  (6 -3 /4%  f o r  ta x a b le  y e a rs  ending on o r  a f t e r  Feb rua ry  28 , 1971 and b e fo re  
F eb rua ry  28 , 1973) o f  n e t income de r ived  from  Montana sou rces . ( 1 )
Net income exc ludes  U. S . and m un ic ip a l bond i n t e r e s t  and a l l o c a t e s  catnr>



h i

NEBRASKA
i  r

Taxed -under C o rp o ra t io n  income tax  -  2% o f  f e d e r a l  ta x  l i a b i l i t y  a l lo c a t e d  and 
a p p o r t io n ed  to  Nebraska . (1 )
Net income exc ludes U. S . and m un ic ip a l bond i n t e r e s t  and a l l o c a t e s  same p ro ­
p o r t i o n  a g a in s t  d educ t ion s . ( 2 )

I ” * ■
• ' NEW MEXICO ,

T a x ab le  under e x c is e  ta x  -  Banks and f i n a n c i a l  c o rp o r a t io n s  - 6% o f  ne t income -  
: minimum $ 10 0 . Net income in c lud es  U. S. and m un ic ip a l bond ‘i n t e r e s t .  ( 2 )

NEW YORK

Taxed under f r a n c h i s e  ta x  -  N a t io n a l bank ing a s s o c ia t i o n s  -  8% o f  ne t income.
S t a t e  banks , sav ing s  and loan  a s s o c i a t i o n s ,  sav ing s  banks and f i n a n c i a l  c o rp o r a t i o  
8% o f  a l l o c a t e d  net income. Minimum f o r  s t a t e  banks and f i n a n c i a l  x o r p o r a t i o n s , 
$100  o r  1 - 6 / 1 0  m i l l s  pe r $1 o f  a l lo c a t e d  c a p i t a l  s to c k .  Minimum f o r  sav ings banks 

, a n d  sa v in g s  and lo an  a s s o c ia t io n s  $100 o r  2% o f  i n t e r e s t  c r e d i t e d  to  d e p o s i to r s .  
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 )

-   ' ** NORTH CAROLINA ’ r ‘~ =*' N '-"V*' ' '  ‘  "
Taxed under income ta x  -  F in a n c ia l  i n s t i t u t i o n s  banks -  6% o f  n e t income; 
b u s in e s s  development c o rp o ra t io n s  - 4 -1 /2%  o f  n e t  income; b u i ld in g  and lo an  
a s s o c i a t i o n s  -  7 -1 /2%  o f  net income, 7 - 1 / 2  cen ts  per $100 o f  l i a b i l i t y  on sha res 
o f  o u t s ta n d in g  s to c k .  ( 1 )

■Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t ,  however, exc ludes North  
C a r o l i n a  bond i n t e r e s t .  ( 2 )  . . .  . • . • . • — ..........................•

. NORTH DAKOTA___________________ _____ ___

Taxed under gene ra l e x c is e  ta x  -  Banks and t r u s t  companies ( e x c i s e  income) -  5%. 
Minimum -  $50 . An a d d i t i o n a l  2% tax  i s  imposed. ( 1 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 )  .................  ■ 1

' ‘ " ■ ' ■' OKLAHOMA

Taxed under g en e ra l e x c is e  t 2 x  - C o rp o ra t io n s ,  n a t i o n a l  and s t a t e  banks -  4% o f  
f e d e r a l  t a x a b le  income w ith  ad ju s tm en ts . ( 1 )
Net income in c lu d e s  U. S. and m un ic ip a l bond i n t e r e s t ,  however, exc ludes Oklahoma 
bond i n t e r e s t .  ( 2 ) ( 3 )  ‘

OREGON

C o rp o ra t io n  e x c is e  ta x  - 6% o f  n e t  income o f  b u s in e ss  done w i th in  the s t a t e .
F in a n c i a l  i n s t i t u t i o n s  - 8%. ( 1 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 ) -

RHODE ISLAND, - r -  - i '»

Taxed under bu s in ess  c o r p o r a t i o n ’ tax - S ta te  banks -  8% o f  n e t  income o r  $ 2 .5 0  pe r 
$ 1 0 ,0 0 0  o f  a u th o r is e d  c a p i t a l  s to c k  (whichever i s  h ig h e r ) ;  minimum $50 . N a t io n a l
banks -  8% o f  n e t  income apport ioned  t o  s t a t e .  ( 1 )
Net income in c lu d e s  U. S. and m un ic ip a l bond i n t e r e s t .  ( 2 )  .



• ' ‘ SOUTH CAROLINA»l•1
Taxed under e x c is e  t a x  -  Banks -  4 -1 /2%  o f  e n t i r e  n e t  income in  the s t a t e .  Savings 
-and lo a n  and s im i l a r  a s s o c i a t i o n s ,  c o o p e ra t iv e  banks -  8% o f  n e t  income (n o t
a p p l i c a b le  in  f i r s t  th re e  y e a rs  o f  o p e r a t i o n ) .  ( 1 )
Net income o f  banks in c lu d e  U. S . and. m un ic ip a l bond i n t e r e s t ,  however, sav ings
and lo a n  n e t  income exc lud es  same and a l l o c a t e s  i t  a g a in s t  d edu c t io n s . ( 3 )

• ' . . ,. . SOUTH DAKOTA • . * • ' ; •
Taxed under bank and f i n a n c i a l  c o rp o r a t i o n s  _ C o rp o ra t io n  e x c is e  t a x  -  5 -1 /2%  o f  
n e t  income. ( 1 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t .  ( 2 )

• -  • . ‘ TENNESSEE
Taxed under c o rp o r a t i o n  e x c is e  t a x  -  5% (6% f o r  f i s c a l  y e a r  c lo s in g s  o c cu r r in g  on 

••or a f t e r  June 15 , 1971 ) o f  n e t ea rn in g s  from  bus in ess  done by c o rp o ra t io n s  and 
'banks w i t h in  the s t a t e .  B u i ld in g  and loan  a s s o c i a t i o n s ,  in c lu d in g  f e d e r a l  sav ings and 
lo a n  a s s o c i a t i o n s ,  7% o f  n e t  income, e f f e c t i v e  J u l y  1, 1971 . ( 1 )
Net income in c lu d e s  U. S. and m un ic ip a l bond i n t e r e s t ,  however, exc ludes Tennessee 
bond i n t e r e s t .  ( 2 )

UTAH

Taxed under c o rp o r a t i o n  f r a n c h is e  ta x  -  N a t io n a l  banks -  6% o f  n e t income a l lo c a t e d  
t o  s t a t e  -  S ta t e  banks and c o rp o r a t io n s  - 6% o f  n e t income o r  $25 . ( 1 )
Net income in c lu d e s  U. S . and m un ic ip a l bond i n t e r e s t ,  however, exc ludes some Utah 
bond i n t e r e s t .  ( 3 )

 ...............................................  WISCONSIN

Taxed under c o rp o r a t i o n  f r a n c h i s e  ta x  -  2.1% on f i r s t  $ 1 ,0 0 0  graduated to  7.4% ov e r  
$ 6 ,0 0 0  o f  n e t  income which in c lu d e s  U. S . and m un ic ipa l-bond  i n t e r e s t .  ( 3 )

FOOTNOTES:
1 . R e f :  S t a t e  Tax Handbook as o f  Octobe r 1 , 1971 , pub lish ed  by

Commerce C le a r in g  House. In c .

• 2 .  N o te : P e r  su p p o r t in g  abb rev ia ted  documentation  which i s  f i l e d  w ith
Committee Chairman,

i

• ••.•■"■ 3 .  Confirmed v i a  phone w ith  Department o f  Revenue, c on f i rm in g  l e t t e r
and documentation  fo r th com ing .



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

ARKANSAS

Taxed under C o rp o ra t io n  f ra n c h is e  tax -  Domestic— 11 /100  o f  1% o f  p ro p o r t io n  o f  
sub sc r ib ed  c a p i t a l  s to c k  employed in  the s t a t e .  Doing no bus iness  in  the s t a t e  
$ 5 . F o r e ig n — 11 /100  o f  1% o f  p ro p o r t io n  o f  c a p i t a l  s to c k  r e p re s e n t in g  p ro p e r ty  
ovmed and used in  bus iness  t ran sac ted  in  the s t a t e .  No par s to c k  va lued  a t 
$25 p e r  s h a r e — minimum— $11 .

' ............................  CONNECTICUT

Taxed under C o rp o ra t io n  bus iness ta x  - C e r ta in  f i n a n c i a l ' i n s t i t u t i o n s  pay to  the 
e x te n t  i t  exceeds the ta x  on net income a ta x  o f  2.1% (3 .2%  f o r  income yea rs  . 
b eg inn ing  on o r  a f t e r  January' 1, 1969 and p r i o r  t o  J a n u a r y .1 , 1973 ) on i n t e r e s t  
c r e d i t e d  t o  sav ing s  d e p o s i t s .  • -----— r - -• .■ • •

‘ * : • -• "7- • • DELAWARE
Taxed under Eanks , t r u s t  and lo an ’ companies t a x — 1 /5  o f  1% o f  t ru e  v a lu e  o f  sha res  
o f  c a p i t a l  s to c k ,  determ ined by adding to g e th e r  th e  amount o f  the c a p i t a l ,  s u rp lu s ,  
und iv id ed  p r o f i t s ,  and r e s e rv e s .

.FLORIDA

Taxed under C o rp o ra t io n  p r i v i l e g e  t a x - - F in a n c ia l  c o r p o r a t i o n s ,  i f  q u a l i f i e d ,  may 
e l e c t  t o  pay a $ 1 ,0 0 0  annua l f r a n c h i s e  tax  in  l i e u  o f  in t a n g ib le s  ta x e s .

. . .GEORGIA • -• •y .- f - i ..........  • •
Taxed .under G ene ra l p ro p e r ty  t a x - - S t a t e  -  maximum bank s h a re s - - 5  m i l l s ;  a l l  o th e r  
p r o p e r t y ,  1 /4  m i l l  based on f u l l  market v a lu e  o f  r e a l  p ro p e r ty  and t a n g ib le  
p e r s o n a l p r o p e r t y .  P ro p e r ty  i s  assessed a t 40% o f  i t s  f a i r  market v a lu e  f o r  
s t a t e  and ^ounty t a x e s .  ~

ILLINOIS ~
/ . . . . . .

Taxed under C o rp o ra t io n  f r a n c h is e  t a x —I n i t i a l  domestic and f o r e ig n  c o rp o r a t io n  
f r a n c h i s e  t a x  i s  1 /12  o f  1/10 o f  1% per month o r  f r a c t i o n ,  between dace o f  is suance  
o f  c e r t i f i c a t e  o f  in c o rp o r a t io n  o r  f i l i n g  a p p l i c a t i o n  f o r  c e r t i f i c a t e  o f  a u t h o r i t y ,  
r e s p e c t i v e ly  and J u ly  1 f o l l o w in g ;  minimum $25 ; maximum $ 1 ,0 0 0 ,0 0 0 .  A d d i t i o n a l 
f r a n c h i s e  ta x  o f  1 /12  o f  1/10 o f  1% per month between da te  o f  each r e s p e c t iv e  
in c re a s e  in  sura o f  s ta te d  c a p i t a l  and p a id - in  s u rp lu s  and J u l y  1 f o l l o w in g  i s  due.

• ‘ •• INDIANA • ............................. ...............  ..................

Taxed under F in a n c ia l  i n s t i t u t i o n s  ta x - - 2 5 c  p e r  $100 measured by the v a lu e  o f  
c a p i t a l ,  s u rp lu s ,  und iv ided  p r o f i t s  and d e p o s i t s ,  le s s  assessed  va lu e  o f  r e a l  
e s t a t e .  . . ■ -



KENTUCKYi — . . ------- --------- ------------
t
t»

Taxed under I n t a n g ib le s  t a x — Bank d e p o s i t s ,  1 /1 00 0  o f  1% o f  the  amount o f  the 
d e p o s i t .  -I '• 1I, • ■

. • LOUISIANA •'

Taxed under C o rp o ra t io n  f r a n c h is e  t a x - - $ 1 . 5 0  p e r $ 1 ,0 0 0  ba«sed on issued and" o u t ­
s ta n d in g  c a p i t a l  s to c k ,  s u rp lu s ,  undiv ided p r o f i t s ,  and borrowed c a p i t a l .  'Minimum 
$ 10 . V a lu e  o f  s to c k  w ith  o r  w ith ou t  par v a lu e  i s  th e  v a lu e  r e f l e c t e d  by the 
c o r p o r a t i o n ' s  b ook s . .. . . .

MAINE * y'-- - .
Taxed under Domestic c o rp o r a t i o n  f ra n c h is e  t a x - - p a r  v a l u e ’ stocks": graduated from 
.$10  f o r  $ 5 0 ,0 0 0  o r  le s s  t o  S100 f o r  $ 1 ,0 0 0 ,0 0 0  p lu s  $50 pe r a d d i t i o n a l  $ 1 ,0 0 0 ,0 0 0 ;
’no  p a r  s t o c k :  f rom  S10 f o r  250 sha res  o r  l e s s  t o  $100 f o r  1 0 ,0 0 0  shares p lu s  $50
•.fcer a d d i t i o n a l  1 0 ,0 0 0  s h a re s .  ' - • - • • ’ - — •••

M ISS ISS IPP I " n 1- - ? "
Taxed on Banks and banking a s s o c ia t i o n s  ta x  inc luded  in  g en e ra l p ro p e r t y  tax --B anks  

.g e n e r a l  p ro p e r t y  r a t e s  on ad ju s ted  n e t w orth .

NEVADA .

Taxed under G ene ra l p ro p e r t y  t a x — 35% o f  f u l l  cash v a lu e  o f  r e a l  and t a n g ib le  p e rs o n a l .
p r o p e r t y .  Aggregate o i  s t a t e  and l o c a l  r a t e s  f i x e d  to  meet budget; no t to exceed 5c
p e r . ' $ l  o f  .a s se ssed  v a l u a t i o n . ’  Bank sha res and r e a l t y - - 3 5 %  o f  f u l l  cash v a lu e .

NEW HAMPSHIRE *......
Taxed under Bank t a x - - l%  o f  excess o v e r  $ 10 ,0 00  o f  i n t e r e s t  paid b y 's a v in g s  i n s t i ­
t u t i o n s  on sav ing s  accounts le s s  c a p i t a l  s to c k  ta x e s  p a id .  • A d d i t i o n a l ta x  on c a p i t a l  
s t o c k  o r  s p e c i a l  d e p o s i t s— 1%. N a t io n a l b an k s - - l%  o f  p a r  v a lu e  o f  c a p i t a l  s to c k .

• . NEW JERSEY ’• *
Taxed under F in a n c ia l  b u s in e s s 'e x c i s e  t a x —F in a n c ia l  b u s in e s s -1 -1 /2%  o f  a l lo c a t e d  
n e t  w o rth  o f  f i n a n c i a l  bu s in esses  competing w ith  n a t i o n a l  banks. Minimum - $25 .

OHIO
Taxed under C o rp o ra t io n  f r a n c h is e  ta x - -D om es t ic  and fo r e ig n  ( in c lu d in g  n o n - p r o f i t  
c o r p o r a t i o n s )  — 1/2 o f  1% ( in ves tm en t companies and s t a t e - c h a r t e r e d  banks, 1/10 o f  1%; 
p u b l i c  u t i l i t y  h o ld in g  companies, from A/100 o f  1% on f i r s t  $10 m i l l i o n  o f  ta x ab le  
v a lu e  t o  1 /2 0 0  o f  1% on ta x ab le  v a lu e  over $100 m i l l i o n )  o f  v a lu e  o f  issued  and o u t ­
s ta n d in g  s to c k  based on t o t a l  v a lu e ,  as shown on the books , o f  c a p i t a l ,  s u rp lu s ,  
und iv ided  p r o f i t s  and re s e rv e s  ( l e s s  c e r t a i n  r e s e rv e s  and expenses ) a l l o c a b le  to 
O h io . Minimum $50 .

PENNSYLVANIA

Taxed under F in a n c ia l  i n s t i t u t i o n s  t a x - - n a t i o n a l  and s t a t e  banks , sav ings i n s t i t u t i o n s  
h av in g  c a p i t a l  s to c k ,  t i t l e  in su rance  and t r u s t  companies, 15 m i l l s  per $1 a c tu a l



' *i .v a lu e  o f  sh a re s  a sc e r ta in e d  by adding to g e th e r  p a id - in  c a p i t a l  s to c k ,  s u rp lu s ,  and 
und iv ided  p r o f i t s .  Mutua l t h r i f t  i n s t i t u t i o n s ,  i . e . ,  sav ings banks w ithou t c a p i t a l  
s t o c k ,  b u i ld in g  and lo an  a s s o c ia t io n s  and f e d e r a l  and s ta t e  sav ings  and lo an  
a s s o c i a t i o n s ,  11-1 /2%  o f  n e t  ea rn ing s  o r  income. P r i v a t e  b anke rs , 1% o f  g ro ss  
r e c e i p t s .  .

.. I-'
I

1 '

TEXAS j.

.Taxed under C o rp o ra t io n  f r a n c h i s e  t a x - - $ 2 . 7 5  p e r $ 1 ,0 0 0  s t a t e d - c a p i t a l , s u rp lu s ,  and 
und iv id ed  p r o f i t s  p lu s  ou ts tan d ing  bonds, n o te s ,  and debentures a l lo c a t e d  acco rd ing  
t o  g ro s s  r e c e ip t s  from  i n t r a s t a t e  b u s in e s s—minimum $35 . - . . .

6 VERMONT

-Taxed under G ene ra l income t a x —Domestic and f o r e ig n — 6% o f  net income from bus iness  
•done w i t h in  the s ta te .-— Minimum-$25 . Banking c o rp o ra t io n s  and lo an  a s s o c ia t i o n s  .
' a r e  s u b je c t  to  a 670 f r a n c h i s e  ta x  reduced by the amount o f  c o rp o r a t i o n  income ta x  
‘ .p a id ,

VIRGINIA

Taxed under Domestic c o rp o r a t io n s  f r a n c h is e  t a x — No pa r s toc k  va lued  a t  $100 pe r 
s h a re .  $10 on $ 2 5 ,0 0 0  o r  l e s s  maximum au th o r iz e d  c a p i t a l '  s to c k  to  $ 1 5 ,1 0 0  on 
$ 3 0 0 , 0 0 0 , 0 0 0 ;  p lu s  $10 per $ 1 ,0 0 0 ,0 0 0  in  excess t h e r e o f .  — -*• - ••••-

WASHINGTON

•Taxed under C o rp o ra t io n  f r a n c h i s e  tax -~$30  on $ 5 0 ,0 0 0  o r  l e s s ,  d ec reas ing  from  *
1 /2 0  o f  1% to  1 /100  o f  1% on a d d i t i o n a l  amounts o f  domestic a u th o r iz e d  c a p i t a l  
s t o c k ,  and f o r e ig n  s to c k  in  p ro p o r t i o n  o f  issued  and ou ts tand ing  c a p i t a l  s to c k  
r e p re s e n t in g  p ro p e r ty  and b u s in e ss  in  Washington, p lu s  25% surtax--maximum $ 2 ,5 0 0 .
No p a r  s to c k  va lued  a t  the a c tu a l '  v a lu e  o f  a s s e ts  rep re sen ted  by such s to c k .

- WEST VIRGINIA "\ ,.. _

Taxed under C o rp o ra t io n  f r a n c h i s e  t a x — Domestic— graduated from $20 on $ 5 ,0 0 0  o r  
l e s s  a u th o r i z e d  c a p i t a l  s to c k  to  $ 2 ,5 0 0  on $ 1 5 ,0 0 0 ,0 0 0  o r  more.

WYOMING ~

Taxed on C o rp o ra t io n  f r a n c h i s e  ta x - -D om es t ic  and fo re ign -- 'g radua ted  from  $5 on 
$ 5 0 ,0 0 0  o r  le s s  t o  $50 on more than $ 5 0 0 ,0 0 0  and no t more than $ 1 ,0 0 0 ,0 0 0  p lu s  
$50 on each a d d i t i o n a l  $ 1 ,0 0 0 ,0 0 0  p o r t i o n  o f  c o rp o ra te  p ro p e r ty  and a s se ts  lo ca ted  
and employed in  Wyoming. . .  . . .

R e fe re n c e :  S ta te  Tax Handbook as o f  1 0 /1 /7 1  Commerce C le a r in g  House, In c .
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M r. P r e s i d e n t :

The C om m it te e  o n ____________________________________ ___________________________________
( b u s i n e s s  l i c e n s e  t a x  on  b an ic s ) u n d e r  c o n s i d e r a t i o n .  A m a j o r i t y  o f  t h e  members o f  t h e  C om m it te e

/ ~ 7  recom m ends i t  do p a s s
/~~7  recom m ends i t  do n o t  p a s s
/ ~ 7  recom m ends i t  do p a s s  w i t h  a t t a c h e d  am e n d m e n t ( s )
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/  /
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( a n d )  recom m ends i t  be r e f e r r e d  t o  t h e  

c om m it t e e
r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t io n
( o t h e r )  .. . - W - v "  .a ■•■’ rnyv' SY_.''<>r f t ‘ S  7 ________

s'ii / ’■ t'fl c-3. y t ' f  Jy& 't'-iX . f  ....

MEMBERS S IGNING THE MAJORITY REPORT:

• j:j J  / 7 / > n ' O r  A /o ' - '  / / j S ' S i r*"' , y
.t S..-J ‘ ; /- S-;' ,

/.■*v V  ^

V. <3

MEMBERS NOT CONCURRING IN  THE MAJORITY REPORT:
C. ■)( , /  -* -

'•/ recom m ends :
____________________________  re c om m en d s :
____________________________  r e c om m en d s :
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IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR HOUSE BILL NO. 57

IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE -  FIRST SESSION 

A BILL
For an Act e n t i t l e d :  "An Act r e la t in g  to lending in s t i t u t i o n s ;  and providing

fo r  an e f f e c t iv e  date ."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.70«030(b) is amended to read: •

(b) The l icense fee fo r  each national bank and s ta te  bank, t ru s t  
company and savings and loan a ssoc ia t ion  is  six [TV/O] per cent o f i t s  
net income. Net income means the taxable income of each such taxpayer 
before net operating loss  deduction and spec ia l deductions, computed 
as required under the Internal Revenue Code of  the United S ta tes  and 
includes a l l  other income including income from fede ra l ,  s ta te  or 
municipal ob l iga t ion  but not including income from any ob l iga t ion  of 
the s t a t e ,  p o l i t i c a l  subdivisions o f the s ta te ,  and public corporat ions  
of the s t a t e . Each o f . th e se  taxpayers sha l l  submit a copy of the 
income tax return which i t  f i l e s  with the United States C o l le c to r  of 
In terna l Revenue and sha l l  no t i fy  the commissioner of revenue in writing 
of any a l t e r a t i on  or modif icat ion of the federal income tax return and 
of a recomputation of tax or determination of de f ic iency . The tax­
payer who f i l e s  h is federa l return on a f i s c a l  year basis s h a l l  in
add it ion  submit a statement se tt ing out a l l  information which would be
required and reported in a federa l Income tax return prepared fo r  the 
calendar year. This statement sha l l  be in the same form as a federa l  
income tax return and the net income sha l l  be computed as required  
under the In ternal Revenue Code. The statement sha l l  be submitted to  
the commissioner o f revenue before the sixteenth day of April a f t e r

- 1 -  SCSHB 57 (Finance)

O r ig i n a l  s p o n s o r :  R u le s  Committee by
re q u e s t  o f  th e  G ove rn o r
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the close of the calendar year.

* Sec. 2.-” AS 45.45.010(b) Is repealed and re-enacted to read:

(b) During any calendar quarter no interest may be charged by 

express agreement of the parties in a loan, contract or commitment

which is more than eight per cent a year, except that the eight per
• s'

cent a year rate may be exceeded under the following circumstances:

(1) in a loan not involving real estate or in a loan, con­

tract or commitment covering a one- to four-family dwelling the inter-*
est rate may not exceed four percentage points above the annual rate' 

charged member banks for advances by the 12th Federal Reserve District
» j f  .

that"prevailed on the first day of the month preceding the commencement 

of that calendar quarter;
i

(2) in a loan, contract or commitment secured by a real 

estate mortgage or trust deed, not covered in (1) of this subsection, 

the interest rate may not exceed four and one-half percentage points 

above the annual rate charged member banks for advances by the 12th 

Federal Reserve District that prevailed on the first day of the month *• 

preceding the commencement of that calendar quarter.

.* Sec. 3* AS 45*45.010 is amended by adding new subsections to read:. /V
(d) Notice of the annual" rate charged member banks for advances 

by the 12th Federal Reserve District prevailing on the first day of 

the month preceding the commencement of each calendar quarter required 

for the maximum interest rate computation under (b) of this section 

shall be provided by the Department of Commerce.

(e) If the limitations on interest rates provided for in this 

section are inconsistent with the provisions of any other statute 

covering maximum service charges or discount rates, then the provisions 

of such other statute shall prevail.

* Sec. 4. AS 45.45.010(c) is repealed.
* ,

- 2 -  SCSHB 57 (F in a n c e )
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* Sec. 5* Section 1-is retroactive to January 1, 1973.

* Sec.'6. This Act takes effect on the day after its passage and 

approval or on the day it becomes law without approval.

y

. I

- 3 -  SCShB 57 (F in a n c e )



O r ig in a l  sponsor: Rules Committee
by request o f  the Governor

O f fe red :  2/27/73
R e fe r re d : Rules

IN THE HOUcSE BY THE FINANCE COMMITTEE
SENATE CS FOR HOUSE BILL NO. 57 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
EIGHTH LEGISLATURE -  FIRST SESSION 

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to  the A laska bus iness  l i c e n s e  tax

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S ec t ion  1 . AS 4 3 .7 0 .0 3 0 (b )  i s  amended t o  re a d :

(b )  The l ic e n se  fe e  f o r  each n a t i o n a l  bank and s ta t e  bank, t r u s t  
company and sav ings and lo an  a s s o c ia t io n  i s  s ix  [TWO] pe r cent o f  
i t s  net income. Net income means the ta x a b le  income o f  each such 
taxpaye r b e fo re  net o p e ra t in g  lo s s  deduction  and s p e c ia l  d educ t ion s , 
computed as req u i red  under the  I n t e r n a l  Revenue Code o f  the United 
S ta te s  and in c lud es  a l l  o th e r  income in c lu d in g  income from f e d e r a l ,  
s t a t e  o r  m un ic ipa l o b l i g a t i o n .  Each o f  these  taxpaye rs  s h a l l  submit 
a cc y o f  the income ta x  r e t u rn  which i t  f i l e s  w ith  the United S ta te s  
C o l l e c t o r  o f  I n t e r n a l  Revenue and s h a l l  n o t i f y  the commissioner o f  
revenue in  w r i t in g  o f  any a l t e r a t i o n  o r  m o d i f ic a t io n  o f  the f e d e r a l  
income tax r e tu rn  and o f  a recomputation  o f  tax  o r  d e te rm ina t ion  o f  
d e f i c ie n c y .  The taxp aye r who f i l e s  h is  f e d e r a l  r e t u rn  on a f i s c a l  
yea r b a s is  s h a l l  in  a d d i t io n  submit a statement s e t t in g  out a l l  
in fo rm a t io n  which would be re q u i re d  and re p o r te d  in  a f e d e r a l  income 
tax  r e tu rn  p repared f o r  the ca lenda r y e a r .  Th is statement s h a l l  be 
in  the same form as a f e d e r a l  income ta x  r e t u rn  and the net income 
s h a l l  be computed as r e q u i re d  under the I n t e r n a l  Revenue Code. The 
statement s h a l l  be subm itted to  the commissioner o f  revenue b e fo re

on n a t i o n a l  banks and s ta t e  banks , t r u s t  companies
and sav ings and lo an  a s s o c i a t i o n s ;  and p ro v id in g  f o r
an e f f e c t i v e  d a t e . "

-1 -  SCSHB 57
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t h e  s i x t e e n t h  d a y  o f  A p r i l  a f t e r  t h e  c l o s e . o f  t h e  c a l e n d a r  y e a r .

*  S e c .  2 .  T h i s  A c t  i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 7 3 .

#  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  d a y  a f t e r  i t s  p a s s a g e  a n d  a p p r o v a l  

o r  o n  t h e  d a y  i t  b e c o m e s  l a w  w i t h o u t  a p p r o v a l .
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Introduced: 1/12/73
R e ferred : Commerce and
Finance

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

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

EIGHTH LEGISLATURE -  FIRST SESSION 
A BILL

F o r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  the A laska business l i c e n s e  tax
on n a t i o n a l  banks and s t a t e  banks , t r u s t  companies 
and sav ings and lo an  a s s o c i a t i o n s ;  and p ro v id in g  f o r  
an e f f e c t i v e  d a te ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t io n  1. AS ;) 3 . 7 0 . 0 3 0 (b )  i s  amended to  re ad :

(b ) The l i c e n s e  fe e  f o r  each n a t io n a l  bank and s t a t e  bank, t r u s t  
company and savings and lo a n  a s s o c ia t io n  i s  e igh t [TWO] pe r cent o f  
i t s  ne t income. Net income means the ta x ab le  income o f  each such 
ta xp aye r  b e fo re  ne t op e ra t in g  lo s s  deduction  and s p e c ia l  d educ t ion s ,
computed as req u ired  under the I n t e r n a l  Revenue Code o f  the United 
S ta te s  and in c lud es  a l l  o th e r  income in c lu d in g  income from f e d e r a l ,  
s t a t e  o r  m un ic ipa l o b l i g a t i o n .  Each o f  these  taxpaye rs  s h a l l  submit 
a copy o f  the income tax  r e tu rn  which i t  f i l e s  w ith the Un ited S ta te s  
C o l l e c t o r  o f  I n t e r n a l  Revenue and s h a l l  n o t i f y  the commissioner o f  
revenue in  w r i t in g  o f  any a l t e r a t i o n  o r  m o d i f i c a t io n  o f  the f e d e r a l  
income tax r e tu rn  and o f  a recomputation o f  tax  o r  d e te rm in a t ion  o f  
d e f i c i e n c y .  The taxpaye r  who f i l e s  h is  f e d e r a l  r e tu rn  on a f i s c a l  
y e a r  b a s is  s h a l l  i.n a d d i t io n  submit a s tatement s e t t in g  out a l l  
in fo rm a t io n  which would be re q u ire d  and re p o r te d  in  a f e d e r a l  income 
ta x  r e tu rn  p repared  f o r  the ca lenda r y e a r .  This statement s h a l l  be 
in  the same form as a f e d e r a l  income tax  r e t u rn  and the net income 
s h a l l  be computed as re q u i re d  under the I n t e r n a l  Revenue Code. The 
sta tement s h a l l  be submitted to  the commissioner o f  revenue b e fo re

- 1 - HB 57 am
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b h e  s i x t e e n t h  d a y  o f  A p r i l  a f t e r  t h e  c l o s e  o f  t h e  c a l e n d a r  y e a r .

*  S e c .  2 .  T h i s  A c t  i s  r e t r o a c t i v e  t o  J a n u a r y  1 ,  1 9 7 3 *

*  S e c .  3 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  d a y  a f t e r  i t s  p a s s a g e  a n d

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

HB 57 a"1 -2-



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

HOUSE BILL NO. 5 7  

IN THE LEGISLATURE OF THE STATE OF ALASKA 
EIGHTH LEGISLATURE -  FIRST SESSION 

A BILL
Fo r an Act e n t i t l e d :  "An Act r e l a t i n g  to  the A laska bus iness l i c e n s e  tax

on n a t i o n a l  banks and s t a t e  banks , t r u s t  companies 
and sav ings and lo an  a s s o c i a t i o n s ;  and p ro v id in g  f o r  
an e f f e c t i v e  d a te ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA: 
s S ec t ion  1 . AS ^ 3 .7 0 . 0 3 0 (b )  i s  amended t o  re ad :

(b ) The l i c e n s e  fe e  f o r  each n a t i o n a l  bank and s ta t e  bank, t r u s t  
company and savings and lo a n  a s s o c ia t io n  i s  s i x  [TWO] p e r cent o f  
i t s  net income. Net income means the ta x a b le  income o f  each such 
taxpaye r b e fo re  ne t o p e ra t in g  lo s s  deduction  and s p e c ia l  deduc t ions ,
computed as re q u i re d  under the I n t e r n a l  Revenue Code o f  the United 
S ta te s  and in c lud es  a l l  o th e r  income in c lu d in g  income from f e d e r a l ,  
s t a t e  o r  m un ic ipa l o b l i g a t i o n .  Each o f  these taxpaye rs  s h a l l  submit 
a copy o f  the income ta x  r e tu rn  which i t  f i l e s  w ith  the United S ta te s  
C o l l e c t o r  o f  I n t e r n a l  Revenue and s h a l l  n o t i f y  the commissioner o f  
revenue in  w r i t in g  o f  any a l t e r a t i o n  o r  m o d i f ic a t io n  o f  the f e d e r a l  
income tax  r e tu rn  and o f  a recomputation  o f  t a x  o r  de te rm ina t ion  o f  
d e f i c ie n c y .  The ta xp aye r v/ho f i l e s  h is  f e d e r a l  r e tu rn  on a f i s c a l  
y ea r  b as is  s h a l l  in  a d d i t io n  submit a sta tement s e t t in g  out a l l  
in fo rm a t io n  which would be re q u ire d  and re p o r te d  in  a f e d e r a l  income 
ta x  re tu rn  p repared  f o r  the ca lend a r y e a r .  Th is statement s h a l l  be 
in  the same form as a f e d e r a l  income ta x  r e t u rn  and the net income 
s h a l l  be computed as re q u i re d  under the I n t e r n a l  Revenue Code. The 
statement s h a l l  be subm itted to  the commissioner o f  revenue b e fo re

Introduced: 1/12/73
R e fe rred : Commerce and
Finance
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the s ix te e n th  day o f  A p r i l  a f t e r  the c lo s e  o f  the ca lenda r y e a r .
# Sec. 2 . This Act i s  r e t r o a c t i v e  t o  January 1 ,  1973 .
* Sec. 3- This Act takes e f f e c t  on the day a f t e r  i t s  passage and

app ro va l o r  on the day i t  becomes law w ithou t a p p ro v a l .

HB 57 -2 -



A1i'l SENATE JOURNAL March 6, 1973

UNFINISHED BUSINESS
SCS Senator Groh moved reconsideration of SENATE COMMITTEE HB SUBSTITUTE FOR HOUSE BILL NO. 57 am S.57am S

HOUSE BILLS IN THIRD READING
SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL HO. 57 am S (business license tax on banks) was considered in third reading.
Senator Groh moved and asked unanimous consent that SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 57 am S, be referred back to the Finance Committee. Without objection, i t  was so ordered.

CSSB Senator Hohman moved and asked unanimous consent that150 the reconsideration of COMMITTEE SUBSTITUTE FOR SENATEam BILL NO. 150 am (annexation of military reservations) and COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 151 (Rules)CSSB (local government boundaries) be held over one legislative151 day. Senator Hohman then withdrew his motion.(Rules)

Senator Thomas moved and asked unanimous consent that the Senate recess until 11:00 a.m. today, and then reconvene in joint session in the House chamber to hear an address by Chief Justice Jay A. Rabinowitz. There being no objection, the Senate recessed at 10:53 a.m.

AFTER RECESS 
JOINT SESSION IN THE HOUSE

The Speaker of the House called the joint session to order at 11:02 a.m. and deferred to the President of Senate.
Senator Thomas moved and asked unanimous consent that the ro l l  call of the Senate be waived and that the record reflect a l l  members present. There being no objection, it was so ordered.



March 6, 1973 SENATE JOURNAL

HOUSE JOINT RESOLUTION HO. 2'l wa3 read the third time.
The question being: "Shall HOUSE JOINT RESOLUTION NO. 2A(federal cutbacks in federal research funds) pass the Senate?" The ro l l  was taken with the following result:

Yea3: 19 Butrovlch, Croft, Groh, Harris,Herisley, Hohman, Kerttula, Lewis,Me land, K.Miller, T.Miller, Palmer, Poland, Rader, Ray, Rettig, Sackett, Thomas, Ziegler
Mays: 0
Excused: 1 Young

And so, HOUSE JOINT RESOLUTION NO. 21) passed the Senate, was signed by the President and Secretary, and returned to the House.

SENATE BILLS IN THIP.D READING

SENATE BILL HO. 182 which had been moved to the bottomof the calendar was again under consideration.
The question being: "Shall SENATE BILL NO. 182 (fish andgame resources) pass the Senate?" The ro l l  was taken withthe following result:

Yeas: 11 Croft, Groh, Hensley, Hohman,Kerttula, Palmer, Poland, Rader, Rettig, Sackett, Thomas
Hays: 8 Butrovlch, Harris, Lewis, Meland,K.Miller, T.Miller, Ray, Ziegler
Excused: 1 Young
Senator Rettig changed his nay vote to yea.

And so, SENATE BILL NO. 182 passed the Senate.

HJR2l|

SB182

Senator Lewis gave notice of reconsideration of his vote on the passage of SENATE BILL NO. 182. The Secretary was requested to make note of the reconsideration.
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STATE
of ALASKA

TO: |“ R. D. Stevenson 
A cting  Commissioner 
Department o f  Revenue

from: L. P. C a r ro l l ,  C h ief
M isce llaneou s Tax S ec tio n

J

DATE , January  18, 1973

SUBJECT House B i l l  57 (As Amended by 
House Commerce Committee) 
In c re a s in g  th e  A laska Bank Tax

In re spon se  to  you r re q u e s t  fo r  re s e a rc h  on House B i l l  57 (As Amended by House 
Commerce Committee), r a i s in g  th e  tax  on banks and o th e r  f in a n c ia l  i n s t i t u t i o n s  
from 2% to  8% of n e t  income, th e  fo llow ing  i s  subm itted  fo r  t r a n sm it t in g  as 
may be re q u ire d .

E f f e c t  on T re a su ry : 

F/Y 73 F/Y 74
s tim a te  o f Net 
t a t e  Taxable

ax a t  P re s e n t 
te  o f  2%

ax a t  Proposed 
te  o f 8%

e t  In c re a se  to  
en e ra/  Fund

2 00 ,0 0 0

800,000

600,000

220 ,000

880,000

660,000

F/Y 75 F/Y 76 F/Y 77 F/Y 78

12,000,000 13,000,000 14,000,000 15,000,000

240,000 260,000 280,000 300,000

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

720,000 780,000 840,000 900,000

L

Problems o f A d m in is tra t io n ; None

G enera l Comments; A ttachm ents 1 and 2 supp o rt th e  fo llow ing  co n c lu s io n s :

(A ttachment 1) 1. Of the  50 S ta te s ,  28 S ta te s  use an e x c ise  o r income ta x  s t r u c tu r e
w ith  an average r a t e  o f 6.91%. 22 S ta te s  u t i l i z e  a method o th e r
than  excise/ incom e.

(Attachment 2) 2. Of th e se  28 S ta te s ,  18 a re  f ra n c h is e  e x c is e  tax  system s, 16 o f 
which in c lu d e  i n t e r e s t  of U. $. and m un ic ip a l bond i n t e r e s t  in  
th e  measure o f n e t ta x a b le  income ( in c lu d in g  Alaska) and have an 
average ta x  r a t e  o f 7.8%. I  a t ta c h  a graph i l l u s t r a t i n g  th e  ta x  
r a t e  o f  th e se  16 S ta te s .  You w i l l  n o te  a h igh  o f  13.7% in  
M innesota to  a low o f  2% In  A laska.

In  summary, A la sk a ’s p re s e n t bank tax  system  I s  the method used by most e x c is e / f ra n c h is e  
tax  S ta t e s .  However, th e  2% tax  we impose i s  w e ll below any o th e r  S ta te ,  o r 
indeed , th e  average o f a l l  o th e r  s t a t e s .



# »

MEMO
R. D. Stevenson * January 18, 1973 Page 2

The A laska bank l i c e n s e  tax i s  a deductab le  item  on the U. S. C o rpo ra t ion  
Income Tax Return f o r  banks as ta xp aye rs .  What th i s  In  e f f e c t  means i s  tha t 
F ede ra l taxes a re  lessened by the amount o f  the A laska tax  times the 
a p p l ic a b le  F ede ra l C o rpo ra t ion  Tax Ra te . F o r  banks having a ta xab le  n e t income 
o f  $ 2 5 ,0 0 0 .0 0  o r  more, the F ed e ra l tax  r a t e  i s  48% o f  n e t  income in  excess o f  
$ 2 5 ,0 0 0 .0 0 .  Thus, f o r  a bank paying $ 2 0 ,0 0 0 .0 0  in  A laska bank l i c e n s e  taxes 
the sav ings on the Fede ra l C o rpo ra t ion  Retu rn  would be $ 9 ,6 0 0 .0 0 ,  o r  a lm ost 
h a l f  o f  the A laska bank l i c e n s e  ta x  p a id .  The F ed e ra l C o rpo ra t ion  Tax Rate 
f o r  banks n e t t in g  le s s  than $ 2 5 ,0 0 0 .0 0  i s  26%.
H i s t o r i c a l  l l o t e :
The tax  on banks was e s ta b l is h e d  in  1950 a t  2% o f  t a x ab le  income. At th a t  time, 
in d iv id u a ls  and a l l  o th e r  c o rp o ra t io n s  were paying 10% o f  the then e f f e c t i v e  
Fede ra l Income Tax Ra tes .
S ince tha t time, in d iv id u a l  tax has r i s e n  t o  16% o f  the 1963 F ede ra l Tax Rate 
and c o rp o ra te  taxes have r i s e n  to  18% o f  the 1963 F e d e ra l Tax Rates . A laska 
banks continue to  pay the r a t e  imposed in  1950 a t  2%, which may w e l l  account 
f o r  the ev iden t la g  behind the bank taxes now imposed by ou r s i s t e r  s t a t e s .

LPC :fd
Attachments





EXHIBIT (A)
4

Comparison o f  a Non F in a n c ia l  I n s t i t u t i o n  Corpo ra t ion  with a F in a n c ia l  
I n s t i t u t i o n  w ith the Same Taxable Income Under P re sen t R a tes .

Non F in a n c ia l  
Co rpo ra t ion

Bank
Co rpo ra t ion

Gross Income 20 ,0 0 0 ,0 0 0 2 0 ,0 0 0 ,0 0 0
Less Non Taxab le 
S ta te  & L oca l 
Bond I n t e r e s t - 0 - ( 2 ,1 0 0 ,0 0 0

Adjusted Gross 
Income 2 0 ,0 0 0 ,0 0 0 1 7 ,9 0 0 ,0 0 0
Less Operating 
Expenses and 
D ep rec ia t ion 1 6 ,0 0 0 ,0 0 0 1 6 ,0 0 0 ,0 0 0

Taxab le Income 4 ,0 0 0 ,0 0 0 1 ,9 0 0 ,0 0 0
Add S ta te  and 
L o c a l Bond I n t  
on Banks Net 
Taxab le Income - 0 - 2 ,1 0 0 ,0 0 0

4 ,0 0 0 ,0 0 0  4 ,0 0 0 ,0 0 0

A laska  Corpo ra t ion
Tax $ 374 ,400  = 9.36% E f f e c t i v e  - 0 -  = Not Sub jec t to

A laska Corp. Tax A laska Corp. Tax
A laska Business
L icense Tax $ 400 Tax on F i r s t  $100 ,000

o f  Gross Rece ip ts 
49 ,7 50  Tax on Excess o f  $ 80 ,0 00  = 2% o f

$100 ,000 Gross Rece ip ts Net Income

$ 50 ,150
T o ta l  Tax $ 424 ,550 « $ 80 ,0 00

Expressed as a % 
o f  Net Taxab le 10.61% ■ 2%



EXHIBIT (B) V

E f f e c t  o f  A laska Bank L icense Tax 
on F ed e ra l C o rpo ra t ion  Tax o f  a 
F in a n c ia l  C o rp o ra t ion .

We w i l l  u t i l i z e  the same f ig u re s  used in  E xh ib i t  (A) and show the e f f e c t  o f  
the A laska Tax a t the p re sen t 2% r a t e  and the proposed 8% ra t e .

F ed e ra l Taxab le 
Income
Less A laska Tax Paid

Adjusted F ede ra l 
Taxab le Income
F ed e ra l Tax 26% on 
F i r s t  $25 ,000
48% on Excess o f  
$25 ,0 00

T o ta l  F ede ra l 
C o rpo ra t ion  Tax

$ 1 ,9 0 0 ,0 0 0
80 ,0 00  = 2% Rate

$ 1 ,8 2 0 ,0 0 0  

$ 6 ,5 0 0

$ 861 ,6 00  

$ 868 ,100

$ 1 ,9 0 0 ,0 0 0
320 ,000  = 8% Rate

$ 1 ,5 8 0 ,0 0 0

$ 6 ,500

$ 746 ,400

$ 752 ,900

Thus i t  may be shown tha t w h ile  A laska Bank L icense Tax inc reased  by $240 ,000 , 
the re  i s  a savings on the F ed e ra l Corpo ra te  Income Tax Return o f  $115 ,200 o r  
48% o f  the A laska tax in c re a s e . The ne t co s t  to  f i n a n c i a l  i n s t i t u t i o n s  being 
$ 1 2 4 ,8 0 0 , no t $ 240 ,000 .



yTit. 51, §425 Revenue Tit. 51, §425

CHAPTER 18.
E xcise Tax on Financial Institutions.

See. _ * Sec.425. Definitions. 42!). Payment and distribution of tax.. 420.'Returns. 430. Refunds.427. Levy and review. - 431. Exemptions and credits tor other423. When tax due; penalty for de- taxes,linqucncy; extension of time.
§ 425 . Definitions.— When used in this schedule, the following 

terms shall have the following meanings: (a ) "Financial institution’’ shall 
mean and include any person, firm, corporation, and any legal entity what­
ever doing business in this state as a national banking association, bank, 
banking association, trust company, industrial or other loan company, 
building and loan association and shall likewise include any other institu­
tion or person employing moneyed capital coming into competition with the 
business of national banks, and shall apply to such person or institution 
regardless of what business form and whether or not incorporated, whether of issue or not, and by whatsoever authority existing. “ Financial insti­
tution” shall not mean or include individual citizens and fiduciaries act­
ing in a representative capacity for individual citizens, not engaged in a banking, loan, investment or similar business, but merely making personal 
investments of personal or fiduciary funds in bonds, notes, or other evi­
dences of indebtedness and not made in competition with the business of 
'national banks, nor shall such term apply to insurance companies or 
insurance associations making merely investments of reserves in bonds, 
notes, or other evidences of indebtedness and not made in competition 
with the business or national banks. ( b> “ Xct income” shall mean and
include tlic_ net Jncoine tor _thc_t_axable_year, .a$_iji_>hi* title rWmcr!. -*-• dia:. 
from the busiue-s tin* privilege to engage in which is Jicrci»y_taxed .computed ov detluclmj£irmiPib’c gross.file onie_arjsuig from ;uclj„husi.:iesy^w;i!Ivm .a':y_.exclusion^ ira-gor credit to. sv.ci" .gross income. tl:_  total. amumTTof. __
lowing deducti' msg (1 ; All the ordinary and necessary expenses paid, or 
incurred during the year the income is received which is made the basis of 
the tax in carrying on the business, the privilege to engage in which is here-, 
by taxed, including a reasonable allowance for salaries or other compensa­
tion for personal service actually rendered; also nil contributions paid by a 
financial institution as employer to or under a stock bonus, pension, profit- 
sharing or annuity plan, or if compensation is paid or accrued on account oi 
any employee of any financial institution tinder the plan deferring the re­
ceipt of such compensation such contributions or compensation shall he de­ductible, but only to die following extent: (A ) In the taxable year when 
paid, if the contributions are paid into a pension trust, and it such taxable 
year ends within or with a taxable year of the trust for which the trust is 
exempt under -e-clion 392 of Title 51 it> an amount determined as follows:(i) An amount net in excess of 5 per centum of the compensation othei- 
'wise paid or accrued during the taxable year to all the eni| luyees under 
the trust, hut such amount may he reduced tor future years if found by the 
.commissioner of revenue upon periodical examinations at not less than 
five-year intervals to he more than the amount reasonably necessary to pro­
vide the remaining unfunded cost of past and current service credits oi all 
employees under the plan, plus (ii) any excess over the amount allowable
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that it is paid or credited or to he distributed out of income from property, it shall be considered a gift, bequest, devise, or inheritance of income from property.
j  (10) Tax exempt interest. Gross income also dees not include interest j  upon the.obligations of this state or any poiitical subdivision thereof, or 

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

respect to such indcb'ccir.r the amount of the deduct: computed as of the first ri. occurred, w ith  respect la deduction. P aragraph  (14' of indebtedness to w h ich  :
(1G) Lessee improvemcn1 other tlian rent, de rived  by of a lease, representing the ings erected or other imprc
(17) Recovery of bad d. income also does not ir.ciu the taxable year of a bad , extent of the amount of th. tax, or amount.
(18) Bad debt. As usee on account of wortliles.mer was allowed for a prior tz>
(19) Prior lax. As used account of which a ueduct year.
(20) Dc! inquency amour amount” means an amour.: tion or credit was allow.- -. . able to failure to file n r.?v. the time required by the In­to file a return with rcspc-c:
(21) Recovery exclusion, sion”, with respect to a had the amount, determined tax commission, oi the c bad debt, prior tax. - reduction cf the taxpayer’s excludible in previous tax; amount under this parage?
(22) Compensation for
(A) Gross income also allowances, and other ocrr. services as a member of the any auxiliary branch there per annum in the aggregate

(B) Gross income also b taxable year as musterin'- leave pay and bends, nr.:! ; state legislation w ith  rcsp the United States.
(23) Option price—emplc not include any amount, o; bank or corporation, cr its’ consideration for the issue corporation, as a result of stock option", as de fined  in
(24) Constitutionally exc: 

elude income w h ich  th is st: stitvtion or laws of the Urn tion of this slate.
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AN ACT

ARTICLE 1. GENERAL PROVISIONS

42-901. Method o f  taxing na t iona l banking a s so c ia t ion s  
Nat iona l  banking a s so c ia t ion s  s h a l l  be taxed on th e i r  net 

income under t i t l e  43 and s h a l l  in add it ion  be sub je c t  to a l l  
o th e r  taxes au thor ized  by se c t ion  5219, United S ta te s  Revised 
S ta tu te s  as amended, lev ied  or imposed by the s ta te  or  any 
p o l i t i c a l  subd iv is ion  th e re o f .  The commission s h a l l  determine 
the a l l o wable c o s t  f a c t o r ~ a t t r i b u t a b l e  to exemnt income from 
United S ta te s  government ob l ig a t ion s  and municipal bond s , and 
may by ru le s  and regu la t ion s  p resc r ib e  any information neces­
sary to  make such determ ination .

42-902 . Method o f  taxing banks, investment companies 
. and savings and loan a s so c ia t ion s
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§ 23185 —  18 —
23185. Evidence of offset. [Operative January 1, 19G5.] At tlie 

time of payment of the tax, each taxpayer claiming an offset against 
the tax, pursuant to Section 2318-1, shall submit to the Franchise Tax 
Board evidence in suclt form as it shall prescribe in support of said 
claims.

History.—As amended bv Stats. 1563 (First Extra Session), p. 5002. In effect October 31, 1053, operative for income years beginning on or after January 1, 1S65.
23185a. Rate applicable to offset. I f  a financial corporation, in 

paying the tax provided for in this chapter, desires to claim an offset 
in the computation of its tax, the rate provided in Section 23186 for 
financial corporations shall he applied to the offset and the amount so 
computed shall be added to and included in the tax of the financial 
corporation.

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

. j t  is not paid on or before its due date. ..........—  ••••
History.—Stats. 1951, p. 257, substituted “Franchise Tax Board" for "cammis- •loner.” Stats. 1951, p. 313. in effect September 22, 1951. amended first sentence by adding reference to Section £3134 in first clause and by deleting “under this chapter” following “refunded to any taxpayer."
23186. Bank and financial corporation rate formula. The rate of 

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

'rfl—  1
taxes, less 7 percent.thereof. b"--r- 
of such corporations allocable fn t 
of such personal property taxes; • 
corporation sustains a r.et loss r 
property taxes required to be t-:; 
or its political subdivisions dnri::-- 
yeai ■ ended during such calendar • 
nose of determining such ratio c:.' 
property taxes exceed such net

History.—Stats. 1951. p. 205, ocerntive 1553, p. £31. in cfftct April 3, 195’.1333. pp. 2213 and 2220. in effect Ju-- : after December 31, 1323, ir.creas:d tr? - tutcd 5.5% for 4%. “he ota'i-ta alio • - the tax was computed by applying tl-.v and those contained in the act in and limited the maximum rate to •" • income of corporations for the ca'anda- • calendar year. Stats. 1967. p. 2311. in ending after December 31, 1S£5, increi - substituted 7% for 5.5V,. See history f: taxpayers.Construction.—Tho amount of to he cons.dered in rompiKir.ir the ■tics have required to be paid. r-‘ -r.-—';i- quired. Security-First Xct'l Br.r.k v. dismissed 353 U.S. 3.The fact that personal property !a.-:c« not to be considered does not prc.:!,;-,» r lives since the proper methed of >a'- •losses to all cooperatives. Security-First
23186a. Determination of rat' 

public hearing and opportunity 
determination is based, skall d : .t»-
December of each year tiie averr 
specified, and, within 30 days a - 
of its determination and the .'•men 
the case may be, on the basis of .• 
financial corporations affected the: 
records as banks or financial corn;-, 
such determination shall be treat 
ment but shall not be considered 
meaning of Article 1 of Chapter 
ehise Tax Board in dcterminin: t 
made available to the taxpayers a 
time and in the manner prescr:. 
Franchise Tax Board.

History.—Stats. 1951, p. 257, in effect 5 Tax Board" for "commissioner." Slat’- technical change. Stats. 1923 (First Exit 1963, operative February 1, 122-1. paced "oayable." Stats. 1255, p. 1225. in .•••'tit t tat notice of amount payable tre.vei ngarding availability of data to atfccittsConstruction.—The data, which the ■- authority of this rortion (formerly and Corporation Franchise Tax Act* documents made confidential by Section 5' Corporation Franchise Tax Act).
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law applicable to the first 
sed bv this section shall be 
rovided in Chapter 22. Any 
applicable to the first calen- 
aall be immediately due and 

Franchise Tax Board.
t June 6, 1955. Adopted without d ’iChapter 22" is substituted for
erative July 1, 1551. renumbered there Is a change in accounting d “(I)" and ‘.‘(2)" for “ (a)", for oner."
Income

4321.

tions
oss income" under.Fronchise Tax

ander Section 2434S.

otherwise provided in this 
whatever source derived, in 

items:
g fees, commissions, and sim-

operty;

owment contracts;
’ness;
gross income (determined in 
) (commencing with Section

state or trust (determined in 
0) (commencing with Section
eet June 6. 1955. Based on former 951, p. 1171, operative July 1. 1531. de other technical changes. Stats, eferences to Part 10 to subsections
a corporation transferred all of Its tion, reserving a right to the prongs jrchasa price and const 1U1 ted income d of Equal., Juno 24, 1550.

patronage dividends.—by defining gross incomo lit substantially the same terms as found In federal law. Legislature was heid to have adopted the federal rule with regard to the c-xc-c•'..a of patronage dividends from gross income. Appee.l of Certified Grocers, of California, Ltd., Cal. St. Bd. oi Equal.. Sept. 20, 1552 ; Apser.l of United Grocers, Ltd., Cal. St. Bd. of Equal.. Feb. 26. 1963 ; Appeal of Alfred M. Lewis, Inc., Cal. St. Bd. of Equal., April 17, 1963. But see Section 24406 (Other cooperative associations).Beneficial owner taxable.—The Income from a “reserved estate" In oil-bearing prop­erty was property included in the gross income of a subsidiary of the o i company purchasing the oil-bearing property, where the subsidiary received the real benefit of the income from that "reserved estate" since that income was used to pay of; a loan on the property and ultimately to make the subsidiary the soie lesal owner of the property. Appeals of Coalinga Oil Corp., et air, Cal. St. Bd. of Equal., June 2S, 1965.Income from Joint venture.—Amounts received by the taxpayer, a motion picture producer, were not funds earmarked for any specific purpose fc ;t represented com­pensation to the taxpayer for the services and property which it contributed to the venture, and were thus includable in the taxpayer's income in the year received. Appeal of Andrew /,. Stone, Inc., Cal. St. Bd. of Equal., Aug. 7, 1567.Constructive receipt of income.—The taxpayer, a producer of motion pictures, constructively received income under a joint venture arrangement with a. motion picture distributing company, when the latter credited a-pcrcentr.pe of the net receipts from films produced by the taxpayer against advances which had been made by the distributing company to finance the taxpayer's share of the production costs. Appeal of Andrew L. Stone, Inc., Cai. St. Bd. of Equal.. Aug. 7. 1967.A rice grower constructively received advances due under his marketing agreement with a rice growers' association in the year in which he delivered his rice crop to the association, notwithstanding the association’s practice of deferring payment of such advances untii the following year, at the grower'3 request. Appeal of Lemburg Enterprises, Inc., Cai. St. Bd. of Equal.. Jan. S. 1963.Sale or loan.—Advances received by a rice grower from a rice growers’ association constituted income from a sale rather than a loan, under the terms o; the agreement between the grower and the association. Anpscl of Lembunj Enterprises, Inc., supra.Membership fees.—Membership fees received by the taxpayer, a nonprofit merchan­dising corporation, constituted nontaxahie payments in exchange for its stock rather than being taxable income. Federal Employees Diet. Co. v. Franchise Ter Board, 260 Cal. App. 2il 927; ApdccI of Affiliated Government Employees' Distributing Co., Cat St. Bd. of Equal., Sept. 12, 1963.Dividend income.—Amounts accrued or paid to a corporation by its subsidiaries. In excess of their pro rata share of the consolidated income tax liability of the group, constitute dividend income to the parent corporation in tiie year of accrual or pay­ment. Appeal of Ci.ris-Crc.ft Industries, inc., Cal. St. Ed. of Equal.. Mar. 26, 1553.Dividend or loan—“substance v. term”.—The substance of a refinancing transaction governed over the form which It took. I.e., a loan to the taxpayer's wholly owned subsidiary and a simultaneous declaration of a dividend and transfer of funds by the subsidiary to the taxpayer, where that final form had been dictated by the lenders and It was clear that the taxpayer's sole purpose throughout was to borrow the money tor Us own refinancing purposes, the various steps o( the transaction being part of that integrated plan. Appeal of Chris-Crcft Industries, Inc., Cal. SL Bd. of Equal.. Mar. 26. 1563.
24272. Eoncl interest inch-dud in ,;gro-s income” ur.c’.sr Frr.r.cUse 

Tax Lav/. For the purposes of the tax imposed under Chapter 2, i 
“gross income”  includes all interest received from federal, state, mu- ' 
nicipal or other bonds.History.—Added by Stats. 1955, p. 1573 in effect Juna 6, 1955. Eased on former Section 23251. In former Section 23.'31, Stats. 1951, p. 1171, operative July 1, 1951, substituted “under” for “by" and deleted references to other kind: of income.

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

(b) If a taxpayer exercises the election provided for in subsection
(a) for any income year, then' the method of computing income so 
adopted shall be adhered to with respect to all subsequent income years 
unless with the approval of the Franchise Tax Board a change to a dif­
ferent method is authorized.
History.—Added by Stats. 1953, p. 1578, in effect June 6, 1933. Adopted without •ufcrtantive channe from fcrmer Sections 22234 and 23534.1, v,-hich were added by Bits. 1951, p. 1173. operative July 1, 1351, Stats. 1953, p. S22, in elfest April 8, 1953, '••■cn;eb “taxable” to “income.”
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ing and loan association, every industrial loan company and financial corporation, lo­cated or doing business in the State, shall annually, as of January 1, pay a franchise tax measured as, and at the rate, provided in section 241-4. [Comp. ftlI-S10.]

[[193-265]
Sec. 241-4. Measure and rate of tax.— (a) The measure of the tax imposed by this chapter is the.entire net in-nrne i'r"n_all soitrees for th !e r.d.?.r _ y a ..pr.cccdi’ig- Januarv 1 ̂ or_i n,. the.. CC.;c__oL a. tax payer- operating on a . .fiscal..vear -basis, .for the „ fiscal year in..whlch Tanaarv. .L.cccur.s...The- .tax.imppsc/Lby this ch.? p ter. is hereby fixed., at 11.7. per cent thereof. _fCoinp. fl 11-815.]

[[[93-267]
(b) The “entire net income _£rorri all . - sources’r shali''be 'determined iji the same. _.niauner as the “taxable, income” of a corpo­ration, as provided by chapter 235, with the “Hollowing changes.and adjustments: v .f .

^J[lJ_There..is included in gross income inv I terest received upon .the obligations _of the. ...’.UnitedJStatcs or its. possessions,.or-upon securities issued under the authority of an .Act of Congress, o: upon state, territorial,. _ municipal, county, or other bonds or securi­ties whether or r.:: the :.acc:.:a from s'*cii obligations, bonds, or .securities, is. tax. free... Section..235-7(a)(l),..(6),.and .(7) Tdo-not,. 
...appjiv—*.-

(2) Section 235-7(c), (d), and (e) do not 
...apply.

(3) Iiv lieu of section 235-4, it is provided  that-there shall be excluded the gross in­come from property owned, trade or busi­ness carried on, and other sources outside the State.
(4) Section 235-5 does not apply. The in­come excluded pursuant to paragraph (3) t hall be determined by an allocation and separate accounting. Losses from property owned cutsidc the State and from other—  sources outside the State shall not be de­ducted. Reserves shall be allocated to the State by the application of a fraction, the numerator of which consists of the gross income included in determining the “entire net income from all sources” pursuant to this chapter and the denominator of which consists in the gross income similarly ascer­tained but without regard to whether from sources within or without the State:
(5) Deductions connected with income which by this chapter is required to be in­cluded in the computation of net income
9 3 -2G S  § 2 4 1 - 4

shall be allowed, but deductions connected with income which by this chapter is not to be included in the computation of r.ct income shall not be allowed. Section 235-7 (c )(1) does not apply.
(6) One half of such amount of capital gain as, under the Internal Revenue Code, is entitled to the alternative lax treatment, is deductible in the determination of net income.
(7) Section 166 of the Internal Revenue • Code does not apply, except the provisions ' as to the basis for determining the amount- of the deduction for a bad debt. Section —593 of the Internal Revenue Code does not-apply. In lieu of the cited sections of the Internal Revenue Code, debts ascertained to be worthless and charged off on the books of the taxpayer within the income year may _be. deducted, or in the discretion of the de­partment of taxation a reasonable addition- to a reserve 'or bad debts; provided, that ...when satisfied that a debt is rccove-ableonly in part, the department may allow such debt to be charged off in part.
(8) Federal income taxes upon income derived or received from sources in the. State may be deducted.
(9) In the case of any life insurance company (as defined by the Internal Reve­nue Code), which is determined to be a' financial corporation as defined by this 'chapter, sections S02, 804, and SIS of the Internal Revenue Code do not apply. The total of the deductions allowed by sections SOS and 812 of the Internal Revenue Code shall not exceed the amount of the required interest, as defined by section 805, subsec­tions (c) and (d), of the Internal Revenue Code. [Comp. [[ 11-315.]

[U 93-268]
See. 241-5. Returns; payment of tax.— Returns made on the basis of the calendar year shall be made and filed, and the tax imposed by this chapter shall be paid, on or before April 20 following the close of the calendar year. Returns made on the basis of a fiscal year shall be made and filed, and in such case the tax imposed by this chapter shall be paid, on or before the twentieth day of the fourth month following the close of the fiscal year.
A taxpayer may elect to pay the tax in four equal installments, in which case the first installment shall be paid on the date prescribed fo' the payment of the tax, tiie second installment shall be paid on the twentieth day of the second month, the

©  1971, Commerce Clearing House, Inc.

No. H3 J-«9 Hr.
third installment c the fifth month a:; 1 on the twentieth •!.. after such date. [G

151-
Sec. 241-6. Chap- 

All of the provisi. ;; 
consistent with this 
be appropriately ap- 
sons, circumstances, 
in this chapter, invi­
to the generality ci 
233-91, 235-93, 23S-5R

[5?
Sec. 242-1. F. H. gage loans.—Any o:' notwithstanding, ire' ment of the Regular Ninth Legislature, r mortgage loans v.r.v years from June 3. antccd or insured I: Administration. r\ • lender, corporate cr loans in the State *•!. income for the pur; tax, license fee, or c

K
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Judicial Council Bulletin References: ‘
Mentioned in discusi.'s" tax cxemotions, Peter F.Caldwell, 1953 J. C. B. 09,75.

CASE ANNOTATIONS
1. Cited in bolding niorluagc-registralion act of 1925 constitutional. Cilircns Bank v. State Tax Com­mission, 132K. 5,7,291 P. i) 10.
7 S - I I 3 1 .  Application^ of 79-11C3 to 79- 

1105. The provisions of this act shall apply 
to returns of property for taxation for the year 
1930 and thereafter. [L . 1930, ch. 16, §3; 
March 11.]
Reviser’s Note:

Transferred from 79-1101b.
CASE ANNOTATIONS

• 1. Cited in lidding wort gage-regis ti n t!r.n_ act of1925 constitutional. Citizens Bank v. State Tax Com­mission, 132 K. 5,7, 23 i P. 940.
7 S - I I .G 3 . Invalidity of 79-1103 to 79-1105. 

If any section, subsection, paragraph or pro­
vision of this act shall be held to be invalid by 
any court for any reason, it shall be presumed 
that this act would have been passed by the 
legislature without such invalid section, sub­
section, paragraph or provision, and such find­
ing or cor Amction shal’i not in any way a (feet 
the remainder of this act. [L. 1930, ch. 16,
*5 4; March 11.]
Research end Practice Aids:

Stntui^S -:c'.(S).C.J.S. Statutes ^§.103,10J..1C9.
7 0 - 1 1 0 3 .  Taxation of national banking 

associations, banks, trust companies and sav­
ings and loan associations: purpose of act. It 
is hereby declared to be the intention of the 
legislature to levy a tax on national banking 
associations, banks, trust companies, and sav­
ings and loan associations, which tax shall be 
in lieu of ad valorem taxes which might other­
wise be imposed upon the intangible assets of 
such national banking associations, banks, 
trust companies, and savings and loan asso­
ciations. [L . 1935, ch. 463, § 1; Jan. 1, 1931.]
Research and Practice Aids:

TaxaticnO=12C, 133,I hatcher's Digest, Taxes § § 44,45,107.C. J. S. Taxation 113, 1-14, 157,153.
7 3 -E IG 7 . National banking associations; 

tax imposed; rale. Every national banking 
association located or doing business within 
the slate shall annually pay to the state for 
the privilege of doing business within the state 
a tax according to or measured by its net in­
come for the next preceding calendar year or 
fiscal year ending in the next preceding year 
to be computed as provided in this act at the

rate of five percent (or:'\. The tax levied shall 
be in lieu of ad valorem taxes which might 

. otherwise be imposed by the state or political 
subdivisions thereof upon shares of capital 
stock or the intangible assets oi national bank­
ing associations. The state of Kansas hereby 
adopts the method numbered (4 ) authorized 
by the act of March 2-5, 1926, amending sec­
tion 5219 of the Revised Statutes of the L'nired 
States (12 U. S. C. A. 543;. rearing to die 
manner and place or taxing national banking 
associations located within its limits. [L. 1963, 
ch. 463, § 2; L. 1S3S, ch. 142, § 1; July 1.]
Source or prior law: 79-1101, 79-1101c.
Research and Practice Aids:-

TaxationC=3S0,1051.Hatcher’s Digest, Taxes f § *14. 45,107.C. J. S. Taxation *;§ 1035, 1101.
7 S - I IG 3 . Same; banks, trust companies.,, 

and savings and loan associations; tax im­
posed; rale. Every bank, trust company, and 
savings and loan association located or doing 
business within the state shall annu.iulv pay to 
the statu for the privilege of doing busmess 
witinn_the slate.?..taxjiecoraing to dr measured* 
b£ its net income for the _ne.v.t preceding cal­
endar vcar or fiscal year" chain2 in the next 
preceding vear to lie computed "as provided 
in this act al the rale of five percent (off). 
Tiie tax levied shall be in lieu oi ad valorem 
taxes which might otherwise b: imposed b y  
the state or political subdivision thereof upon 
shares of capital stock or other intangible 
assets of banks, trust companies, and savings 
and loan associations. [L. 1933, ch. 46-3, §3; 
L. 1933, ch. 142, §2; July 1.] "
Source or prior law: 79-323a, 79-1101, 79-1101c. 
Research and Practice Aids:

TaxationÔ CSO, 1031.Hatcher’s Digest, Taxes * $ 44; 45,107.C. J. S. Taxation §§ 109*3, 1101.
7 P -I2C on . Same; taxpayers election of 

fiscal y e a r  in lieu of calendar year. Election 
by a tax payer under-this act of a fiscal year 
in lieu of a calendar year shall be made only 
in accordance with rules and regulations re­
lating thereto which shall bo adopted by the 
state director of revenue. [L. 1938, ch. 142, 
§3; July 1.]

7G -JSC3 . Taxation of national banking; 
associations, banks, trust companies and sav­
ings and loan associations; “net income"" 
defined; deductions; credits, (a) As used in 
this act “ucL income" shall mean the Kansas 
taxable income of corporations as defined bi­
section 31 of House bill No. 1130 of the 1967

C\X
• :N

0

"XX
p.

. JV f
j

3S7



7C -3 IIO TAXATION
session of the legislature [79-32,133] phis in­
come rcroivod frr.'n gowmmyut y-TMirit!,-.: a:id 
niuniripal si'f • 1 ; 1 mi.'. ■ - ■; in
arriving at X::ns .: t.u-.v.rie i:n ■ or a col­
oration less interest p.uci on time dcnosils or ‘ 1 , • - - - * “borrowed money and dividends paid on with­

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

( b) Savings and loan associations shall be 
showed as a deduction from nc-t income, as 
defined in subsection (a) hereof, a reserve 
established for the sole purpose of meeting 
or absorbing losses, in the amount of five per­
cent (5") of such net income determined with­
out benefit of such deduction: Provided,
That no further deduction shall be allowed for 
losses when actually sustained and charged 
against such reserve, unless such reserve shall 
have been fully absorbed thereby; or, in the 
alternative, a reasonable addition to a reserve 
for losses based on .past experience, under 
such regulations as the director of revenue 
may prescribe.

made applicable. [L . 19G3, ch. 463, <$5- 
Jan. 1,1961]

‘  Research anti Practice Aids:Ta.“alionC=1079, 1096.
C. J. S. Taxation $$ 1102, 1106.
7 0 - 1 I I  I*. Same; rules and regulations. 

The director of revenue is hereby charged 
with Uie administration of this act and is 
authorized to adopt such rules and regula­
tions as may be necessary to properly ad­
minister and enforce the provisions thereof 
[L. 1963, cit. 403, $ 6; Jan. 1, ISO 1]
Research and Practice Aids:

TnxationC=969. •C. J. S. Taxation § 1090.
7 9 - 2 12 2 . Same; disposition of moneys. 

The director of revenue shall pay all tax 
moneys collected under the provisions of this 
act into the state treasury on nr before the 
Erst day of each month,' and the state trea­
surer shall credit the same to the general 
fund of the state. [L. 1963, ch. 463, <§ 7; 

. Jan. 1, 1864.]
Research and Practice Aids: 

TaxationC=219, 1043.C. J. S. Taxation $■$ 210 et scq., 1093.
-70. ’’ P 1?"  H. j«. - i ■-* • Same; exemption from intan-

(c ) Tn lieu of the deduction for ad valorem 
taxes paid on tangible personal property au­
thorized under the provisions of House bill 
No. 1130 of the 1G37 session of the legislature 
[79-32,109 cl set/.], such taxes may be allowed 
as a 
the
valorem 
lands shall
1 1  l B S f . d b . - M 7 £ j£n . O S i  ” o t ' c & S

^Statutes Supplement of 1S01, and any amend­
ments thereof. [L. 1863, ch. 463, §S; Jan. 1, 

‘ ^964J
Research and Practice Aids: 

Taxah’onC=930, 1031. 1047.C. J.S. Taxation §5 1096, 1C9S, 1099.
7 S - I 2 IO . Same; procedure for returns; 

tax payment; laws applicable. Every national 
banking association, bank, trust company, 
and savings and loan association subject to 
taxation under this act shall make its return 
and pay the tax imposed to the director of 
revenue on or before April _lo_ m_ cach_ysnr 
beginning in 1961, in the same manner, except 
for computing the net income subject to tax, as 
corporations are required to make their returns 
and pay their taxes under the Kansas income 
tax act; and each shall be subject to other pro­
visions of said act applicable to other corpora­
tions;. and shall be subject to thu penalties 
Imposed on corporations by section 79-3222 of 
the General Statutes Supplement of 1961 and 
sectious 79-3223 and 79-323-1 of the General 
Statutes of 1919 insofar as the same can be

Research and Practice Aids:
TaxationC=90o.Hatcher’s Discs t, Taxes §§ 4-1, 45,107.C.J. S. Taxation § 1090.
79=3 s 341. Same: invalidity; effect. If tiny 

tax levied by this act shall be adjudged dis­
criminatory-', contrary to section 3219 of lit-' 
United States Revised Statutes as amended 
(12 U. S. C.A. 3 IS), or for any reason the 
tax levied against the national banking asso­
ciations, banks, trust companies or savings 
and loan associations is invalid, then the tax 
heretofore levied against each of such national 
banking associations, banks, trust companies, 
and savings and loan associations shall J--’ 
assessed and collected the same as if this a< t 
had not passed and other acts repealed. [T- 
1963, ch. -1G3, § 9; Jan. 1, 1961.]

V • •Research ami Practice A :--
TnxationC=39fi7.
C .J .S . Taxation v 10 >’

Article 12.—MUTE  
• INSURANCE

Cross References to Ro lan  
Insurance companies, 

40 -1211 .
7 9 - 3 2 0 1 . Returr. 

taxed. That the p:- insurance companies.
' insurance companies 
under the laws of tin. 
taxation for state, 
school purposes, as 
revenue laws of this 
pany or association s 

(1 )  Of all the real
by it;" (2 ) of the net vat 
or values in excess o 
serve necessary to 
risks,'and of any un- 
net value shall be :. 
property of imlividu 
ing herein shall op ;r 
tion the paid-up cap 
incorporated fire in 
1921, ch. 290, § 1; M-
Sourcc cr p rio r law : K . 
Research and I ’ ra c ' . : ; ;  .'. 

T  axationC^.iS i . 
Hatcher's D i- '.J t , m - 
C . J .S . Taxation A

Judicial Council B u lle t : 
Mentioned in tiirc-'J.- 

Ca ldw ell, 1953 J.
CASE A

1 . Cited; Kansas 1 
companies held va’.'C. 
Insurance Tax C c ; : - \  !• 
Affirmed: P rudent..-- Hobbs, 323 U. S. SI2, 
Aetna Insurance C r .
S. C t. 1360, 90  I -  E d . 
v. Hobbs, .32,3 b .  S. ; 
123S; Pacific M ut. E : -  
U . S . S22, GO S. C t. i-A

Article 13.— E?
TAXATI

7D -1SQ 1 . Dog  
restraints. A dog :- 
sonal properly .tut. 
nrivilc^cs and I. o



* v

0-3 cos TAXATION
ach month of such year or such portion 
lcrcof as he* may have engaged in such busi- 
css tlicn add the monthly amounts and divide 
>c aggregate amount by the number of 
onths he was engaged in such business dur- 

ag such year; and such statement shall be 
erified on oath as required in other cases: 
'rovided, That the property so listed shall not 
ie valued or assessed at any higher rate than 
thcr property. [X. S. A. 79-1005; L. 1971, ch. 96, §8 ; July 1.]
7 9 -3  GGS. Tax situs of property; nonresi-

fenls; elevators. The tax situs of the property 
f merchants and manufacturers shall bo the 
axing district where such business or manu­
facturing is carried on and in case any such 
perchant or manufacturer shall have more

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

(a) The normal tax shall be-an amount 
equal to five and one-half percent (5;j7) of 
such net income; and

(b ) the surtax shall he an amount equal 
to two and one-fourth percent (2:15) of such 
net income in excess of twenty-avc thousand 
dollars (625,000).

The tax levied shall be in lieu of ad valorem 
taxes which might otherwise be imposed by 
the state or political subdivisions thereof upon 
shares of capital stock or flic intangible assets 
of national banking associations. The stateiwAwiuui. i aiitiu i:a\c njwiu r rr . « t, ,i i  ̂ ibn  one place of business in the state of Kan- ° r(^ ans“s adopts tno medrod numbered

as each such place of business shall be so 
axed in the taxing district in which it is 
ituated. Al.l merchants or manufacturers who 
re nonresidents, or foreign corporations, shall 
« assessed upon the same basis as residents 
f this state or domestic corporations, and the 

Titus for taxation of all personal property cr 
ucli merchants and manufacture s used in 
onnection with or created by the business is 
ereby declared to be in the place where such 
msincss is carried on.
The business of an elevator, whether indi­

vidually or scparlely owned, or by a parent 
Sampan v owning several elevators located at 
lifrerent points, shall be considered as a mer- 
Ihandising business and all grain or other

(4 ) authorized by die act of March 25, 192G, 
amending section 5219 of the Revised Statutes 
of .the United Stales (12 U .S .C .A . 543), 
relating to the manner and place of taxing 
national banking associations located within 
its limits. [K .S .A . 79-1107; L. 1970, ch. 3S2, 
§ 1; July 1.]
Law Review :ir.:! Ear Journal References:

Chances in Kansas income tax code discussed in 
“ Ice  1970'-Kansas Legislature in Review," Robert F. 
Bennett, 3D J. B. A. K . 107,19-1 ( 1070).

7C'“2IC'J* Same; bar’;?, trust companies, 
and savings and loan asmeiatiens; lux im­
posed: rale. Every bank, crust company, and 
savings and loan association located or doing 
business within the state shall annually pay

mmodities purchased or handled bv the to the state for the privilege of doing business
iwner or management of an elevator shall 
|ave their tax situs in tiie taxing district where 
ie elevator is located through which the busi- 
less is transacted: Provided. That the taxing 
situs of grain, owned by a resident of this state, 
Jeld in storage by warehouse, on which \vare- 
louse receipt has been issued, shall be taxc-d 
It die place of residence of the owner of such 
sceipt. [K S. A. 79-1C03; L.. 1971, ch. 297, 
15; July 1. j
Lrticlc 11.—BANKS, B A N K I N G  BUSI- 
|.NESSES, TRUST COMPANIES AND SAV­
INGS AND LOAN ASSOCIATIONS '
7 9 -1 1 0 7 . National banking associations: 

ax imposed; rale. Every national banking 
ssociation located or doing business within 
lie state shall annually pay to the state for 
lie privilege of doing business within the 
jtate a tax according to or measured by its 
let income for the next preceding calendar

within the state a tax according to or measured 
by its net income for the next preceding 
calendar year or fiscal year ending in the 
next preceding year to bo computed as pro­
vided in this act. Sucli tax shall consist of 
a normal tax and a surtax and shall be com­
puted as follows: ,

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

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

(c ) the surtax on every Lank, trust com­
pany and savings and loan association shall 
be an amount equal to two and one-fourth 
percent 12.'i~- b of such net income in excess 
of twenty-live thousand dollars (625,COO).

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

5-1

V '
shares of capital 
assets of hanks, In: 
and loan associati: 
1970, ch. 3S2, $ 2:
Law  Review and Bur J

Changes in Kcn-a." 
"The 1970 Kansas Le . 

,Bennett, 39 J. 13. A . K. .

7 9 -1 7 .1 3 .  Nnc 
and banks and e. 
therein; cxemp'jV 
Shares, shares of : 
ownership of nab 
and banks located 
the state, and all 
shares, shares of s
ownership of corn 
a national banking
or doing business 
the income of sue!: 
to dividends rccei’ 
income therefrom, 
tax imposed on me 
dences of debt by 
amendments there 
1970, ch. SCO, § 2;
Law  Review and 13 or J 

Changes in cxeinpa 
discussed in  "The 1' 
view," 39 J. B. /V.

7 0 - 3 1 7 .5 .  Ay 
I1G2. The rroviiic.ilGo. The L-roviiic: 
cable to afl taxnb! 
December 31, 1971. 
July 1.]

Article 12.—MIT. 
INSUEAN.

4 J 3. [K .t
1970, ch. 151, § 1 2 ;.
Revisor’s No lo :

New act, see ch. 30.

Article 14.— PRO 
EQUALIZING  
SORS AND A5 
ERTY

Law  Review m id l ’ar J 

Various sections he 
sas Legislature—A Ri 
Bennett, 3S J. B. A . X.

7 9 - 3 4 0 2 .
CASE / 

7. Assessment sclic
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T h e  M in n e s o ta  Id e n t i f ic a t io n  N u m b e r  m e a n s  y o u r  M in n e s o ta  E m p lo y e r 's  N u m b e r  o r  y o u r  M in n e s o ta  S a le s  a n d  
I M n n o T A  v ' T  k U s e  T a x  N u m b e r . I f  y o u  d o  n o t  h a v e  a  .M in n e so ta  N u m b e r ,  y o u  s h o u ld  c o n ta c t  th e  W it h h o ld in g  U n i t  a n d  a
u i u  U t f l r t i l l '  n u m b e r  w i l l  b e  a s s ig n ed .

. NOTE: V T h e  F e d e r a l  E m p lo y e r 's  Id e n t i f ic a t io n  N u m b e r  is t h e  n u m b e r  a s s ig n ed  to th e  c o r p o r a t io n  b y  th e  I n t e r n a l
k  - . R ev enu e  S e rv ic e . •

In s tru c t io n  num bers b-?lov/ r e f e r  to  item  num bers on l ’ nge 1 o f  r e t u r n .

RETURN S BY  BANK CORPORATIONS
E v e r y  c o rp o ra t io n  .u p on  w h ic h  th e  ta x  i s  im p o sed  m u s t f i l e  a 

tru e  an d  a c c u ra te  re tu rn  o f  i t s  in c om e  o r  l o s s  fo r  th e  t a x a b le  
p e r io d , r e g a r d le s s  o f  th e  s t a t e . o f  in c o rp o ra t io n , i f  i t s  t a x a b le  net 
In c om e  i s  in e x c e s s  o f  5 5 0 0  o r  i t s  g ro s s  in c om e  e x c e e d s  5 5 ,0 0 0 .  
T h is  re tu rn  .mu s t  be s ig r ie d  b y  an  o f f i c e r  o f  th e  c o rp o ra t io n .

S e c t io n  2 9 0 .3 6 1  im p o s e s  an  e x c i s e  tn x  m ea su re d  by  n e t in ­
com e o n  N a t io n a l and  S ta t e  B a n k s . T h is  ta x  im p o sed  upon  N a ­
t io n a l and  S ta te  B a n k s  i s  in  l i e u  o f  a l l  t a x e s  upon  th e  c a p i t a l ,  
s u rp lu s , p ro p e r ty , a s s e t s  a n d  s h a re s  o f  su c h  b a n k s , e x c e p t t a x e s  
im p o s e d  u pon  r e a l p ro p e r ty .

N a t io n a l a n d  S ta te  B a n k s  re q u ire d  to  f i l e  a re tu rn  m ust u s e  
F o rm  M -S.

E v e r y  c o rp o ra t io n  f i l i n g  a re tu rn  s h a l l  c om p le te  a l l  o f  the
T a r io u s  s c h e d u le s  p ro v id e d  in  th e  re tu rn . W he re  th e  s p a c e  p ro ­
v id e d  in  t iie  s c h e d u le  i s  n o t  s u f f i c i e n t  to  su bm it a l l  o f  the  in ­
fo rm a t io n  a s c h e d u le  s h o u ld  b e  a t ta c h e d  to  th e  re tu rn .

T a x p a y e r s  s h a l l  e m p lo y  th e  sam e  a c c o u n t in g  p e r io d  on w h ich  
th e y  re p o r t , o r  w ou ld  b e  re q u i r e d  to  re p o r t , th e ir  n e t  in com e  
u nd e r th e  In te rn a l R e v e n u e  C o d e . A  t a x p a y e r  m ay ch ang e  h is  a c ­
c o u n t in g  p e r io d  o n ly  w iLh th e  c o n s e n t  o f  the  C o m m is s io n e r . T h e  
re q u e s t  s h o u ld  b e  m ade on  F o rm  1 2 4 .

W h en eve r a  c o rp o ra t io n  w h ic h  i s  r e q u ire d  to f i l e  an in c om e  
ta x  re tu rn  i s  a f f i l i a t e d  w ith  o r  r e la t e d  to  an y  e th e r  c o rp o ra t io n  
th rough  s to c k  ownerik.p by th e  s a m e  interests or us a p r - c n t  or 
s u b s id ia ry  c o rp o ra t io n , o r  h a s  i t s  in c om e  r e g u la te d  th rou g h  c o n ­
t ra c t  o r  o th e r  a r ra n g e m e n ts , th e  in fo rm a t io n  r e q u ire d  in  S c h e d u le  
N . P a e c 4 . m u s t be d e t a i le d .

IN STRUCT IONS FOR PAGE 1
1 . In te r e s t  on L o c n s ,  E tc . — E n te r  on  L in e  1 (a n d  l i s t  on  

P a g e  3 , S c h e d u le  C , o f  r e tu rn ) a l l  in t e r e s t  r e c e iv e d  o r  a c c ru e d .
f  N a t io n a l a n d  S ta te  B a n k s  m u s t in c lu d e  in g ro s s  in c om e  in -' 
I  t e re s t  upon  o b li g a t io n s  o :  th e  U n ite d  S ta te s  and  i t s  p o s s e s s io n s  
[ a s  w e l l  a s  in t e r e s t  on o b l i g a t i o n s  c f  th e  S ta le  o f  M in n e so ta  o r i t s  
I s u b d iv is io n s , a n y  o f  i t s  m u n ic ip a l i t ie s  o r  an y  o f  i t s  g o v e rn m e n ta l 

a g e n c ie s  o r  in s t ru m e n ta i i t ie s .
S e c t io n  2 9 0 .0 9  ( 1 3 )  o f  th e  In c om e  and  E x c i s e  T a x  A c t m ake s  

p ro v is io n  f o r ' a m o r t i z a t i o n  o f  b ond  p rem ium s in  a c c o rd a n c e  w ith  
th e  p ro v is io n s  o f  S e c t io n  17 .1  o f  th e  in te rn a l R e v e n u e  C o d e . W here  
in te r e s t  in c om e  h a s  t e e n  re d u c e d  by d e d u c t io n  o f  a m o rt iz a t io n  o f  
bond  p rem ium  a ’ s ta tem e n t s h o u ld  b e  a t ta c h e d  sh ow in g  th e  com ­
p u ta t io n  o f  the  d e d u c t io n .

In  th e  c a s e  o f  o b li g a t io n s  o f  the  U n ite d  S ta te s  i s s u e d  at a 
d is c o u n t  and r e d e e m a b le  fo r  f ix e d  d ,m ounts in c ie a s in g  a t  s ta te d  
In t e r v a ls * ( fo r  e x a m p le , U n i t e d  S ta te s  S a v in g s  B e n d s )  a c o rp o ra te  
t a x p a y e r  on th e  c a sh  b a s i s  m ay e le c t  to  t re a t  su ch  in c r e a s e  n s  
In com e  du rin g  th e  t a x a b le  y e a r . T o e  ta x p a y e r  s o  e le c t in g  s h a l l  
repo rt su ch  in c om e  an in t e r e s t  and  a t ta c h  a s ta tem e n t  l i s t in g

R e c e iv e r s ,  t ru s te e s  in  b a n k ru p tc y  o r  a s s ig n e e s .o p e r a t in g  th e  
b u s in e s s  p ro p e r ty  o f  a c o r p o r a t io n  m u s t m ake  re tu rn s  o f  in c om e  
fo r  su c h  c o rp o r a t io n s . I f  a  r e c e iv e r  h a s  f u l l  c u s to d y  o f  and  c o n ­
t r o l o v e r  the  b u s in e s s  c r  p ro p e r ty  o f  a c o rp o ra t io n , h e  s h a l l  be 
d eem ed  to  be  o p e ra t in g  su c h  b u s in e s s  o r  p ro p e rty  w h e th e r h e  i s  
e n gag ed  in  c a r ry in g  on  th e  b u s in e s s  fo r  v .h ich  th e  c o rp o ra t io n  
w as o rg a n iz e d  o r  o r . ly  in  m a r s h a l l in g , s e l l i n g ,  and  d is p o s in g  o f  
i t s  a s s e t s  fo r  p u rp o s e s  o f  l iq u id a t io n .

2 .  & 3 . R e n ts  and R o y a lt ie s  F rom  P ro p e r ty  — E n te r  on  L in e  
2  tiie  g r o s s  am oun t o f  ren t . D e d u c t io n s  c la im e d  fo r  r e p a i r s , in te r ­
e s t , t a x e s  and  d e p re c ia t io n  c f  such p ro p e rty  s h o u ld  b e  d e t a i le d  
on  a s e p a ra t e  s c h e d u le  and in c lu d e d  a s  on e  o f  the item s  o f  o th e r  
d e d u c t io n s  on  P a g e  3 , S c h e d u le  ! an d  th e  t o t a l o f  S c h e d u le  I 
s h o u ld  b e  c a r r ie d  fo rw a rd  to P a g e  1, L in e  2 0 , o f  the  re tu rn . S e e  
P a g e  3 ,  “ G r o s s  In com e F rom  T a n g ib le  P r o p e r t y . ”

I f  r o y a l t i e s  a re  r e c e iv e d  from  m in in g  p ro p e r t ie s , p re p a re  a 
s c h e d u le  s h ow in g  name and  le g a l  d e s c r ip t io n  o f  e ach  p ro p e rty , 
r o y a lt y  r e c e iv e d , r o y a lt y  p a id  and  to n s  p a id  f o r  d u r in g  >he c u rre n t  
y e a r .

4 .  G o in s  a n d  L o s s e s  F rom  S a te s  o r  E x c h a n g e s  o f  P ro p e r ty  — 
R e p o r t  s a le s  o r  e x c h an g e s  o f  p ro p e rty  in s e p a ra t e  S c h e d u le  E .

• E v e ry  s a le  o r  e x ch an g e  o f  p ro p e rty , e v e n  though  no g a in  o r  l o s s  
m ay b e  in d ic a te d , m qst be re p o r te d  in d e t a i l .

P ro p e r t y  c o n s is t in g  o f  in v e s tm e n ts  in  b o n d s , s t o c k s , n o te s , 
d e b e n tu re s , m o rtg a g e s , c e r t i f i c a t e s  o r an y  e v id e n c e  o f  in d e b te d ­
n e s s  an d  an y  p ro p e rty  a c q u ire d  in l iq u id a t io n  t h e r e o f  w hen  su ch  
p ro p e rty  is  h e ld  fo r  in v e s tm en t o r  fo r  s a le ,  a rc  n o t d eem ed  to be 
c a p i t a l a s s e t s  and  the f u l l  am oun t o f  th e  g a in  m u s t b e  in c lu d e d  in  
in c om e  and  th e  l u l l  am oun t o f  the  lo s s  i s  a l lo w e d  a s  a d e d u c t io n .

T h e  s a le s  o f  ( 1 )  d e p re c ia b le  p ro p e r ty  h e ld  o v e r  s i x  m on th s ; 
and  (2)  r e a i  p ro p e rty  h e ld  o v e r  s i x  m on th s ; w h ich  w a s  u s e d  in  the  
t a x p a y e r ’ s t ra d e  o r b u s in e s s  but wh ich  v.-as n o : i n v e n 'o r y yr-iporty 
o r  p ro p e r ty  h e ld  p r im a r i ly  fo r  s r .ie  in th e  o rd in a ry  c o u rs e  c f  the 
t a x p a y e r 's  tra d  * o r  S r - ' e s  s u b je c t  to  th e  v : i t -  j  •;
S e c t io n  2 9 0 . 1 6 ,  S u b d iv is io n  9 at t i n  .Act a s  am end ed  i i 'v T i/ . Such.
g a in s , i f  an y , a re  s u b je c t  to t iie  s ta tu to ry  5 0 7 i in c lu s io n  in in ­
com e ; an d  su c h  lo s s e s ,  i f  an y , a re  a l lo w a b le  to th e  e x te n t o f  
c u rre n t  y e a r  c a p i t a l  g j i n s .

H ow e v e r , a n e t c a p i t a l l o s s  a s  d e f in e d  in  S e c t io n  2 9 0 .1 5  a s  
am ended  (1 9 7 1 )  m ay  be c a r r ie d  b a ck  th re e  y e a r s  and  c a r r ie d  o v e r  
to  e ach  o f  th e  f iv e  s u c c e e d in g  ta x a b le  y e a r s  an d  t re a te d  a s  a 
sh o rt - te rm  c n p ira l lo s s  to  the e x te n t  n o t  a l lo w e d  a g a in s t  any r.c-t 
c a p i t a l g a in s  o f  any ta x a b le  y e a r s  in te rv e n in g  b e tw een  the  t r i ­
a b le  y e a r  in  w h ic h  th e  n e t c a p ita l l o s s  w a s s u s t a in e d  and  th e  
t a x a b le  y e a r  to  w h ich  c a r r ie d .

D e s c r ib e  th e  p ro p e rty  b r ie f ly ,  and s t a t e  th e  a c tu a l c o n s id e ra ­
t io n  o r  p r ic e  re c e iv e d  o r  the fa i r  m a rke t v a lu e  o f  the  p ro p e r ty  r e ­
c e iv e d  in  e x c h a n g e . E x p e n s e s  c o n n e c te d  w ith th e  s a le ,  su ch  r.s 
c o m m is s io n s  p a id  a g e n ts , a re  d e d u c te d  fro r ir ' th e  s a le s  p r ic e  in  
c om pu tin g  the  am oun t r e c e iv e d .

In  d e te rm in in g  g c in  on  the s a le  o r  o th e r  d is p o s i t io n  o f  p ro p e r ­
ty  a c q u ire d  p r io r  to J a n u a ry  1 . 1 9 4 0 , th e  b a s is  i s  c o s t  o r  f a i r  
m a rk e t v a lu e  a s  c f  th a t d e l?  w h ic h e v e r i s  g re a te r , r o r  the  p u r­
p o s e  o f  d e te rm in in g  a lo s s ,  c o s t  m ust be  u s e d  a s  th e  basis. Ip. th e  
c a s e  o f  p ro p e r t y  a c q u ire d  su b seq u en t to  J a n u a ry  1, 1 9 4 0 , c o s t  i s  
th e  b a s is  to  b e  u s e d  in  d e te rm in in g  g a in  c r  lo s s .

In  g e n e ra l, “ c o s t ”  m ean s th e  to ta l c o n s id e ra t io n  p a id  when 
th e  p ro p e r ty  w a s  p u rc h a s e d  t v  the  t a x p - y e r ;  the f a i r  m a rk e t v a lu e  
a t  the  d a te  o f  th e  d .c e d e n t ’ s  d ea th  w hen  the p ro p e rty  w a s a c ­
q u ired  by  d e v is e , b e q u e s t , o r  in h e r ita n c e ; and  th e  c o s t  o f  th e  le n t  
p re c e d in g  ow n e r n o t a c q u ir in g  the  c re p e it y  by g i f t  w hen  to o  t a x ­
p a y e r  a c q u ir e d  th e  p ro p e rty  b> g i f t . P r o p e r  a d ju s tm e n t  m ust b e  
m ade f o r  o b s o le s c e n c e , d e p re c ia t io n , d e p le t i o n , t a x - f r e e  d i s t r i ­
b u t io n  tind o th e r  item s c h a rg e a b le  a g a in s t  c o s t .

O il F e b ru a r y  2 1 , 1 9 4 1 , the B o n k  E x c i s e  T a x  A c t w a s e n a c te d  
re q u ir in g  N a t io n a l nnd S t o le  B u n k s  to be s u b je c t  to  the  p r o v is io n s  
o f  th e  In c om e  T a x  L aw . T h e  b n r .is  s e c t io n  o f  th e  B a n k  E x c i s e  
T a x  A c t i s  the in c om e  tn x  b a s is  p ro v id e  J  L> S e c t io n  2 -3 0 .1 3  w ith  
th e  e x p re s s  p ro v is io n  th a t the b a s ic  d u e  fo r  b a n k s  s h a l l  b e  J  m ie -
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' CISE T A X , C O M P U T A T IO N , S U R T A X . S u b d iv is io n  1 . Im p o s it io n  o f  excise tax. A n  e xc is e  t a x  m e a s u r e d  b y  n e t  in c o m e  is  h e re b y  im p o s e d  o n  national and s ta te  b a n k s  b y  t h is  c h a p t e r  and s h a l l  b e  g o v e rn e d  b y  th e  provisions of s e c t io n  230 .02 .

Subd. 2. C o m p u ta t io n  of t a x a b le  n e t  in c o m e . T h e  t a x a b le  n e t  i n ­come s h a l l  be  c o m p u te d  in  Ih e  m a n n e r  p r o v id e d  b y  t h is  c h a p te r  e x c e p t• that in  th e  case o f  n a t io n a l a n d  s ta te  b a n k s : ( a )  th e  ra te  s h a l l  be  

y  13 .64  t v rc o ~ t  u n t i l  J u iy  1. 1973 a n d  12 p e rc e n t  t h e r e a f t e r ; i b )  th e  b a s ic

d a te  f o r  the  p u r p o s e  o f  c o m p u t in g  g a in  o r  lo ss  a n d  d e p re c ia t io n  s h a l l  be J a n u a r y  1, 1940 . in s t e a d  o f  J a n u a r y  l, 1933 ; (c )  p r o p e r t y  c o n s is t in g  

o f  in v e s tm e n ts  in  b o n d s , s to c k s , n o te s , d e b e n tu re s , m o r t g a g e s , c e rt ir i-  

. c a te s , or a n y  e v id e n c e  o f  in d e b te d n e s s , a n d  a n y  p r o p e r t y  a c q u ir e d  in  liquidation th e re o f  w h e n  su c h  p r o p e r t y  is  h e ld  f o r  in v e s tm e n t  o r  f o r  

s a le , s h a l l  n o t be  d e e m e d  to be c a p it a l a s s e ts : a n d  id )  in  c o m p u t in g  n o t  

in c o m e  th e re  s h a l l  be  a l lo w a b le  a s  a d e d u c t io n  f r o m  g ro s s  in c o m e , in  addition to d e d u c t io n s  o t h e rw is e  p r o v id e d  f o r  in  th is  ac t . a n y  d iv id e n d  

(n o t  in c lu d in g  a n y  d is t r ib u t io n  in  l iq u id a t io n )  p a id , w i t h in  th e  t a x a b le  year, to the U n ite d  S ta te s  o r  to a n y  in s t r u m e n t a l it y  t h e re o f  e x e m p t

• f r o m  fe d e ra l in c o m e  ta x e s , o n  th e  p r e fe r r e d  s to c k  o f  the  b a n k  o w n e d  

t>y th e  U n ite d  S ta tes  o r  s u c h  in s t r u m e n t a l it y .

S u b d . 3 . [R e p e a le d  L a w s  1971 , C h a p te r  34 , S e c t io n  1 , e f fe c t iv e  J a n ­uary 1,1972.]
Subd. 4. D is p o s it io n  of t a x . ( a )  The re v e n u e s  d e r iv e d  f r o m  the  excise ta x  o n  b a n k s  s h a ll  be  p a id  in to  th e  s ta te  t r e a s u r y  a n d  c re d it e d  to  . the g e n e ra l f u n d , f r o m  w h ic h  s h a l l  be  p a id  a l l  r e fu n d s  o f  ta xe s  e r r o n e ­ously co lle c ted  f r o m  b a n k s  a s  c e r t if ie d  b y  th e  c o m m is s io n e r . F o r ty - f iv e  percent of the  b a la n c e  o f  s u c h  t a x  so c o n c e it 'd  s h a l l  be  t r a n s m it t e d , o n  the la s t  d a y s  o f  M a y  a n d  N o v e m b e r  o i  e ach  y e a r , to the  re s p e c t iv e  counties in w h ic h  a r e  lo c a te d  the  b a n k s  p a y in g  th e  t a x . T h e  c o u n ty  auditor s h a l l  a p p o r t io n  a n d  d is t r ib u t e  45 p e rc e n t  o f  the re s p e c t iv e  amounts p a id  b y  e ach  b a n k  in  h is  c o u n t y , less  45 p e rc e n t  o f  th e  r e f u n d s  paid to th a t  b a n k , in  th e  s a m e  m a n n e r  a n d  o n  th e  s a m e  b a s is  a s  h e  

d is t r ib u t e s  taxe s  on  p e r s o n a l p r o p e r t y  in  the  t a x in g  d is f r ic t  in  w h ic h  

t h a t  bank is  lo c a te d , p r o v id e d  t h a t  th e  g o v e r n in g  b o d y  o f  a n y  p o li t ic a l  

s u b d iv is io n  re c e iv in g  s u c h  a p p o r t io n m e n t  m a y  p la c e  a l l  s u c h  a m o u n t s  to th e  c re d it  o f  its  g e n e r a ! f u n d .

T h e r e  is  h e re b y  a p p r o p r ia t e d  to ih e  p e r s o n s  o r  b a n k s  e n t it le d  to  

s u c h  r e fu n d s , f r o m  th e  g e n e r a l f u n d , a n  a m o u n t  s u f f ic ie n t  to  m a k e  th e  

r e f u n d s .

( b )  F o r  p u rp o s e s  o f  th e  a p p o r t io n m e n t  a n d  d is t r ib u t io n  r e q u ir e d  

to  b e  m a d e  to th e  c o u n ty  a u d it o r  u n d e r  c la u s e  ie )  o f  t h is  s u b d iv is io n , 

th e  t a x  so  co lle c ted  s h a l l  b e  d e e m e d  to h a v e  b een  p a id  to the c o m m is ­

s io n e r  o n  t iie  la s t  d a te  p r e s c r ib e d  b y  la w  f o r  t h e  f i l i n g  o f  th e  e x c is e

l a x  r e t u r n , o r  d a te  w h e n  s u c h  e x c is e  t a x  w a s  re c e iv e d  b y  th e  c o m m is ­

s io n e r , w h ic h e v e r  d a te  o c c u rs  la t e r .

.(c) T h e r e  is  h e re b y  a n n u a l ly  a p p r o p r ia t e d  f r o m  th e  g e n e r a l f u n d  loathe t a x in g  d is t r ic ts  e n t it le d  to s u c h  p a y m e n t s  a s  a r e  a u t h o r iz e d  u n d e r  this s e c t io n , s u ff ic ie n t  m o n e y s  to m a k e  s u c h  p a y m e n ts .

Subd. 5 . In  l ie u  o f  c e r ta in  t a x e s ; T h e  t a x  h e re b y  im p o s e d  u p o n  national a n d  s ta te  b a n k s  s h a l l  b e  in  l ie u  of a l l  t a x e s  u p o n  th e  c a p it a l , 

s u r p lu s , p r o p e r t y , asse ts , a n d  s h a re s  o f  these  b a n k s , e xc e p t t a x e s  im -  . posed u p o n  re a l p r o p e r t y .

Subd. 6. [R e p e a le d  E x l9 7 1 , C h a p te r  31 , A r t ic le  6 , S ec t io n  5.1

F n b d . 7 . [R e p e a le d  E .x l9 7 1 , C h a p te r  31 , A r t ic le  6, S e c t io n  5.1

. N O T E :  T h e  p r o v is io n *  o f  s e c t i o n  2 !h ) . . 1U l . s t i t o j j v i s io n s  t .  6  a n d  7 . a s  a n H T .i ie d  h v  E v  
L a w s  1 9 7 1 ,  C h a p t e r  a : ,  . v r t v l c  >; s e c t io n s  •! a r .d  .V. s h a l l  f»c f o r  a l l  in c o m e  l a s a ' * ’ -'
u n d e r  M in n e s o t a  S t a t u e s .  C h a p t e r  L“ .0 . a f t e r  J u n e  0 0 . 1 9 7 1 .  a n d  s h a l l  h e  a p p l ie d  a s  o r o w d .d  
In  s e c t io n  2 9 0 . x : .

[1941 c IS  s  1 ; 1915 c C04 s 2 2 : 1917 c 635 s 1 2 ; 1919 c 642 s  1 2 : 1951 C605 s 4 ;  E x  1957 c 1 A r t . V I I  s 3 : E .\1959  c 70 A l t. I l l  s 1 0 ; E .x lD o l c 9 !

‘ • Art. I  s 3 a n d  A r t . V  s 2 :  19G3 c SS6 s  5 . 6 ; 1965 c SS4 A r t . I  s 5. 6 ; E x  1967 

*  32 Art. X I I  s 2 , A r t . X IV  s  G. 7 ; 1569 c SS I s  7 , S ; 1971 c 3-1 s 1 ; 1971 c 753 
s  1 ;  E x l9 7 1  c 31 A r t .  G, s  3 . 4 , 5 ]
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B A N X 1N G  IN S T IT U T IO N S

T it le  o f  law .

D e fin it io n  o f  te rm !. •

B a n k s  sub ject to  l a s  b a s e d 'o n  in com e— ra le— cred its . 
D e fin it io n  and  com pu ta tion  c f  net a n d  gross in com e . 
R e tu rn s , when  f i le d —esten s io n  o f  l im e— interest.
T a t  d u e , w h en—du tie s  o f  d irec to r o f  revenue— cred it fo r 

o v erp aym en t—p en a lly .

H ear in g  w hen  d ire c to r  com pu tes l a *  a s  b e ing g m t e r  
tb an 'am ou n t p a id —right o f  apg cat .

T a x e s  returned to  co u n t ie s—two p e rc en t to  sta te—d ire c ­
tor to  a llo c a te  m on ey .

N e w  b an ks , w h en  ta x ed —la x , when d u e .
D ire c to r  to  p re sc r ib e  and  pub lish  ru le s and  regu la tions— 

a cce ss to  reco rd s 
T a x  in lieu  o f  o th e r  ta x e s .

C R E D IT  IN S T IT U T IO N S

T it le  o f  law .
D e fin it io n  o f  te rm s.
C red it in st itu tion s sub ject to  annu a l ta x— rate— cred its .
N e t  in com e and  _g ro s ; in com e  d e fin ed — how  com puted . 

R e tu rn s , w hen  f i le d —exten s ion  o f l im e— in lerest.
T a x p a y e r  w ith  m o re  then  on e  o f f ic e , re tu rn s o f .
T s x  due , w h en—cred it fo r o v erp aym en t—pen a lty  fo r 
' n onp aym en t.
N o t ic e  to  ta x p a y e r  o f  im rea se  o f ta x— hearin g—app ea l. 
D ire c to r to  p rescr ib e  nc essary  ru les and  regu la tion s—ac­

cess to  records.
C red it in stitu tion  su b jee ' to  ta x  fo r  y e a r  in w h ich  fr an ­

c h is e  is rece ived .
T a x e s  returned to  c o u n t .— tw o p ercen t to  sta te—d ire c to r  

to  a llo ca te .
T a x  in lieu  o f c e rta in  i 'th e r  tax e s .

C R E D IT  U N IO N S

D e fin it io n  o f  term s
A n n u a l ta x—ta x a t la  portion  o f  d iv id en d .

E xem p tio n s
C red it union to  p ay  la x  to  d ire c to r , w h en .
D ire c to r  m ay  requ ire  a re tu rn—co n te n t  
A ccou n ts  a re  in ta n g ib le s—la x  in  l ie u  o f  ce rta in  o th er 

taxes.
P en a lt ie s .

I N S U R A N C E  C O M P A N IE S  

R e a l and tan g ib 'e  p ersona l p io p c r ty  to  be assessed  and 
taxed  under g en era l law s .

T a x  on p rem ium s o f  dom estic  s to ck  com p an ie s—rate— 

cred its .
R e tu rn s files! w ith  sup erin tenden t o f  in su ran ce  w ho  a s­

s e s se s t a x— n o t ic e  to  c o m p an y — ap p o r tio n m en t o f 
m on ey—d e fin it io n  o f  "c o u n ty ” .

T a x  on p rem ium s o f  fo re ign  com pan ie s 

C om p an y  lo  f i le  return w ith  aup c tm tcndcn t—assessm ent 
— taxes p a y a b le  to  d irec to r o f revenue—suspension  o f 
d e lin qu en ts—d isp o s it io n  o f  m oneys .

C oun ty  fo ic ig n  in su ran ce  ta x  m oney d istr ib u ted  to  coun ­
tie s— basis.

In su r a n t : com p an ie s , ta x  on p rem ium s—rate—cred it .
C o ir .p j iy  to  report am oun t o f  p rem ium s 10 sup erin ten ­

d e n t— assessm en t o f  ta x—su spension  o f d e lin qu en ts— 
d isposition  o f  reven ue .

D edu ction s a llo w ed  on p rem ium  rece ip ts .
D edu ction s a llow ed  in su ran ce  c o m p a iu r . .
Super in tenden t lo  assess tax w h c ia  n o  cturn m a d e ., 
D irec to r o f  r c . c i u t :  to  co lle c t an n u a l a x  when  com pan y 

w ithd raw s from  M issou r i or I . . .I s  to  

D ire c to r o f  rev en u e  m ay  sue fo r to 
w ithd raw s o r is su sp ended .

O ccupation  ta x  in  c e rta in  c it ie s  
N o t ic e s , how  g iven .
P en a lt ie s  for v io la t io n s  by a g e n ts

u y  tax . 

•a when com pan y

14 8 .5 2 a  A ccn u n ta  c la ss ified  aa  in tang ib le  p rop erty—ts x  in lieu  o f  
o th e r taxes.

1 4 15 3 0 . P en a lty  fo r d e lin qu en t taxpayers .

F A R M E R S ’  C O O P E R A T IV E  C R E D IT  
A S S O C IA T IO N S

148 .540. A sso c ia t io n  and  m em bers , le v y  and  co lle c t io n —c x d u j iv c -  
neas o f  L ax

S A V IN G S  A N D  L O A N  A S S O C IA T IO N S  

14 8 .470 . D e fin it io n  r f  t e rm s
14 8 .4 10 . A n n u a l tax on  ta x ab le  portion  o f  d iv id e n d s—tax ab le  p or­

tion  d e fin ed .

148.49a Exemption).
14 8  300. A sso c ia t io n  to  p ay  ta x  to  d irecto r o f revenue .
14 3 3 10 .  D irec to r o f  rev en u e  m ay  requ ite  rep o r t—co n te n t s

C R O S S R E F E R E N C E S

Administrative proccJurc and review, RSM och. 536 
Corporation franchise tax, RSM och . 147

BANKING INSTITUTIONS
148.010. Title of law.—Sections 14S.010 to 

148.11C may be designated as the "Bank Tax Law 
of 1946”.
<L. IS45 p. 1921 §1)

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

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

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

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

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

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

(6) The tern “ taxpayer" means any banking 
institution subject to any tax imposed by this law. 
( L  1915 p. 1921 §2) *  '

v148.030. Banks subject to tax based on in­
come—rate—credits.— 1. Every. national bank­
ing association and every other^banking institu­
tion shall be subject to an annual tax for the 
privilege of exercising its corporate franchises 
within the state according to and measured b> 
its net income for thxf preceding year.

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

3. Each taxpayer shall be entill :d to credits 
against the tax imposed by this lav for all taxes 
paid to the state of Missouri or any political 
subdivision thereof during the relevant income
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period, other than taxes on' real estate, contribu­
tions paid pursuant to the unemployment com­
pensation tax hw of Missouri and taxes im­
posed by this law. j
(L . 1945 p. 1921 5 3. A. 1949 S. D. 1031. A. L . 1971 H . D.

169)

148.0-10. Definition and computation of net 
and gross income.— 1. “ Net income" means 
gross income as defined in subsection 2 of this sec­
tion minus the deductions allowed in subsection 3 
of this section.

2. “ Gross income" includes all gains, profits, 
earnings and other income of the taxpayer from 
whatever sources derived during the income peri­

o d , including but not limited to interest from obli- 
\gations issued by the United States government or 
/any political subdivision or any instrumentality 
J thereof, or any state or political subdivision thcre- 
I  of, or issued by any foreign country or nation or 
^political subdivision thereof; all rents, compensa­

tion for services, commissions,' brokerage and 
other fees; all gains or profits from the sale or 
other disposition of an v property, reai or personal, 
tangible or intangible; and ail recoveries on losses 
sustained in the ordinary course of business subse­
quent to July I, 1946; provided, however, that re­
coveries on such losses sustained during any prior 
income period within which the deductions!' as 
permitted by subsection 3 of this section, exceed­
ed the taxpayer's gross income for said income pe­
riod, computed in accordance with this subsec­
tion, shall not be included in the taxpayer’s gross 
income for the income period in w hich they were 
received to the extent of said excess. Dividends 
received on shares of stock of anv banking instita- 
tion liable to a tax under this law shall not be in- 

-cluded in gross income.
3. In computing net income there shall be al­

lowed as deductions ail ordinary and necessary ex­
penses paid or incurred by the taxpayer during 
the income period in carrying on its trade or busi­
ness. Without limiting the generality of the fore­
going, there shall be allowed as deductions a rea­
sonable allowance for salaries and other compen­
sation for personal services actually rendered; 
rents, repairs, bad debts and debts ordered to be 
charged off by the commissioner of finance or the 
comptroller of the currency oi their respective ex­
aminers as the case may be; interest; cost of insur­
ance and advertising; all taxes paid or accrued 
during the income period to the United States and 
all taxes paid or accrued on real estate to the state 
of Missouri or any political subdivision thereof; 
all contributions paid or accrued pursuant to the 
unemployment compensation law of Missouri; 
reasonable allowances for depreciation and deple­
tion; amortization of premiums on bonds, deben­
tures, notes or ether securities or evidences of in­
debtedness; a reasonable allowance for payments 
or'contributions to or cn account of any pension 
or retirement fund or plan for its officers or em­
ployees; cciitribtttioRj to any corporation, asso-
■ M m m
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ciation or fund organized and operated exclusive­
ly for religious, charitable, scientific, literary or 
educational purposes, no part of the net earnings 
of which inure to the benefit of any private share­
holder or individual to an amount which does not 
exceed five percent of the taxpayer’s net income 
as computed without the benefit of this deduc­
tion; losses from the sale or disposition of any 
property, real or personal, tangible or intangible; 
and all other losses sustained during the income 
period not compensated for by insurance.

4. Net income shall be computed in accordance 
with the method of accounting regularly em­
ployed in keeping the books of the taxpayer, un­
less such method does not clearly reflect the in­
come, in which case the computation shall ba 
made in accordance with such method as in the 
opinion of the director does clearly reflect the in­
come.
( L  1945 p. 1921 §5, A. 1949 H. B. 2161 )

"143.050. Returns, when filed—extension of 
time—interest.—Every taxpayer shall file a re­
turn with the director on or before the fifteenth 
day of April in each year. The director may 
grant a reasonable extension of time for filing 
returns under such rules and regulations as he 
shall prescribe. Whenever such an extension of 
lime is granted, a taxpayer shall be required to 
pay as part of any tax due interest thereon at 
the rate of one percent per munth from the day ' 
when such return should have been filed if no 
such extension had been granted.
(L . 1945 p. 1921 § 4 , A . 1949 S. D. 1031, A . L  1969 3d Ex.
Sfsx. p 86)

EiTcctni 6-22-70

148.060. Taxdue, when—duties of director of
revenue—credit for overpayment—penalty.'— 1.
The tax imposed by this chapter, shall be due and
payable upon the last day upon which a return
must be filed under section 145.050.• •

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

3. If any tax due hereunder is.not paid when 
due, the taxpayer shall be required to pay as part 
of such tax interest thereon at the rate cf on? per­
cent per month from such timc but not to exceed 
ten percent per annum.
(L . 1915 p. 1921 §7) * , *

'’143.065. Deposits, when made.,—The direc­
tor shall on the first and fifteenth days of each 
month deposit all funds received by him in 
pa>merit of any tax imposed by sections 148.010 
to I43.3CO and 148.470 to 148.540 to tha credit 
of the intangible tax fund created by section 
146.052, RSMo.
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§  7 7 -2 7 1 C REVENUE AND TAXATION
(g) The sales tax ra te  so fixed by the board shall be an 

crem ent of one half of one per cent, and the income tax rate- 
fixed shall be an increment of one per c en t

(2) The board shall meet w ithin th irty  days after each snc--' * 
session of the Legislature, and also w ithin th irty  days after -•. 
ceiving a report from the Tax Commissioner tha t there have fc- •

. significant changes in the provisions of the In ternal Revenue O 
o f  1954 and amendments thereto, other provisions of the laws »' 
t h e  United States relating to federal income taxes, or the nil- 
and  regulations issued under such laws, and shall determ ine whet: ■ r 
t h e  ra tes for sales tax and income tax  must be changed. In mak­
in g  such determ ination th e  board shall recalculate the requirement 
pu rsuan t to the formula set forth in subsection (1) of this sect:<T, 
t a k in g  into consideration the appropriations for such special sessic:-.. 
a l l  miscellaneous claims, deficiency bills, and all emergency appro­
priations.

In  the event the board determ ines the ra tes m ust be changed a: 
a  resu lt of such special session or as a resu lt of a change in th- 
provisions of the In ternal Revenue Code of 1954 and amendments 
thereto, o ther provisions of the laws of the United States relatim- 
t o  federal income taxes, and the rides and regulations issued ur.e-r 
such laws, such sales tax ra te  shall be made effective at the be­
ginning of any calendar month w ithin the cu rren t calendar ye:.r 
and  such income tax  ra te  shall be effective for the curren t taxr.hi- 
year.

S ou rce : L aw s 1S69, c. 694, § 3. . . .  . ...............
E ffe c t iv e  date A ugust 25, 1369.

77-2713. Income tax; adjustments. (1) There shall be subtracted 
from  federal taxable income in terest or dividends on obligations <•: 
th e  United States and its territories and possessions or of ar.y 
authority, commission or instrum entality of the United States : > 
th e  ex ten t includible in gross income for federal income tax pur­
poses bu t exempt from sta te income taxes under the laws of 
U nited States; Provided, that the amount subtracted under th- 
provisions of this subsection shall be reduced by any interest i :. 
indebtedness incurred to carry the obligations or securities ch- 
scribed in this subsection, and by any expenses incurred in 
production of in terest or dividend income described in this subsec­
tio n  to the  ex ten t tha t such expenses, including amortizable bor.u 
premiums, are deductible in determ ining federal taxable income.

(2) There shall be added to or subtracted from federal ta x a l>  
income, as the case may be, the taxpayer’s share of the fiduciary 
ad ju stm ent determ ined under the provisions of section 77-2720.

S o u ic a : I.nw s 15G7, c. 437, 5 16, p . 1579.
E ffe c t iv e  date A p ril 12, 1367.

77-2717. Income ia:c: estates; trusts; rate; fiduciary return; con- 
tents; filing. (1) The tax imposed on, and the computation or 
ta x  for, individuals shall apply to the  tax liability of all estates cr.'.
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SAI.ES AND INCOI^E TAX § 77-2734

i2) Income from intangible persona! property including annuities, 
i.vidends, interest, and gains from the disposition of intangible 
-.-rional property, shall constitute income derived from sources 

-.thin this state only to the extent that such income is from 
- :  rcrty employed in a business, trade, profession, or occupation 
•irrisd on in state- 

4;} Deductions with respect to capital losses, net long-term capi- 
r.i gains, and net operating losses shall be based solely on in- 
•'•r.o, gains, losses, and deductions derived from or connected with 
i  - : c e s  in this state, under regulations to be prescribed by the 

Commissioner but otherwise shall be determined in the same 
;r.r.er as the corresponding federal deductions.
:') If a business, trade, profession, or occupation is carried on 

within and partly  w ithout this state, the items of income and 
h.ction derived from or connected w ith sources w ithin this 

; shall be determ ined by apportionm ent and allocation under 
.htions to be prescribed by the Tax Commissioner.

••j Compensation paid by the United S tates for service in ihe 
:-...cd forces of the United S tates performed by a nonresident shall 

constitute income derived from sources w ithin this state.
VT-jrcc Laws 1957, c. 427. 5 33, p . 1523. \

E ffec tive  date A p r i l 12. 15G7.

77-2734. Income tax; corporation; lax; how determ ined. (1) A 
:» hereby imposed for each taxable year on the taxable income 

‘-n-.ed from sources w ith in this sta te of any corporation or any 
w entity taxed as a corporation under the Internal Revenue 
'' whose business w ith in this sta te  during the- taxable year con- 

-• :■.** exclusively of foreign commerce, in te rsta te  commerce, or both, 
i  rate equal to tw en ty  per cen t of the ra te  imposed on in- 

‘••.:-als under section 77-2715. F o r any taxpayer subject to this 
" t  >n whose fiscal year does not coincide w ith the calendar year,
■' rate initially set shall also apply for the period from January
• «' {, to the last day of his then current fiscal year.
•! Except as provided in subsection (1) of this section, for the 

r.e of exercising its franchise cr doing business in this state 
i * "rporate capacity, there is hereby imposed a franchise tax on
* ''-rporation or any other en tity  taxed as a corporation under 
•■-'::nal Revenue Code according to or measured by its entire

me derived from  all sources w ithin this state fo r the taxable 
51 the rate imposed under subsection (1) of this section. For 

• -'poses of this subsection th e  taxpayer's entire net income 
■e its federal taxable income derived from sources w ithin 

' • - o as determ ined pursuan t to sections 77-2735 to 77-27-19 with- 
•rd to the modification refe rred  to in section 77-27-11, the* • * • t \m i_ ■ ' .i^oraska hereby adopting method numbered M) authorized 

— ^ 3219, United States Revised Statutes, as amended. 12 
. ^or state taxation^ of national banking associations. The 

i r-2cd by this subsection on national Dar.king associations
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E. “ Internal Revenue Code" means the United States Internal Rev­
enue’ Code, as amended;

/—  F. “ net income”  means that part o f the taxpayer’s income generally 
. I defined as federal taxable income and it shall be computed in the same 
< manner as provided in the Internal Revenue Code fo r computing federal 
J taxable income, except that the income from  federal, state and municipal 

J securities must be included in the computation of net income fo r  the 
/  purposes of the Banking and Financial Corporations Tax Act. Net in- 
v come does not include amounts that have been taxed as income to another 
' member o f an affiliated grouo o f corporations under the Income Tax Act 

[72-15A-1 to 72-15A -15]; and
G. “ taxable year”  means the calendar year or fiscal year fo r which 

- n e t income is computed. In  the event a return is made fo r a fractional 
:part of a  year, taxable year includes the period fo r  which the return 
is made.
•History: Lav/s 10GD, ch. 151, §2. ' Opinions of Attorney General.

1969-70, No. 70-30.
72-15B-3. Imposition o f tax on banks measured by net income—  

Method of taxing national banking associations.— An annual tax mer.s- 
' ured by net income is imposed upon every bank located within this state. 

New Mexico expressly adopts method number fou r a3 authorized fo r the 
taxa tion  of national banking associations in 12 USC § 54S.

History: Laws 1969, ch. 131, §3.
72-15B-4. Financial corporations— Imposition of tax measured by 

net income.— An annual tax measured by net income is imposed upon 
every financial corporation located within, this state.
• History: Laws 1969, ch. 151, §1.

72-15B-5. Rate of tax on banks and financial corporations— 'Minimum 
tax.— A. The rate o f tax on banks and financial corporations shall be 
six per cent [ 6 f t ]  o f net income.

• R  The tax on banks and financial corporations shall not be less 
than one hundred dollars ($100) fo r  each taxable year.

History: Laws 10G9, ch. 151, §5. . Opinions of Attorney General.
Tax Credit for 1089. 19G9-70, No. C9-102.

Laws 1970, ch. 3 provided a 20To tax credit for the year 1903. Sec- note under 72-15A-5. . ’
72-15B-G. Tax in lieu o f other taxes— Exceptions.— The taxes im­

posed by sections 3 and 4 o f the Banking and Financial Corporations 
•Tax Act [72-15B-3, 72-15B-4] are in lieu o f all other taxes imposed 
by the state and its political subdivisions upon banks ar.d financial 
corporations fo r calendar year 10G9 and all subsequent years, except 
taxes upon their rea l property and taxes arising from  activities which 
are' not in the course o f their regular banking and financial corporation 
'functions.

History: Laws 1969, ch. 151, § 6. Opinions of Attorney General.1969-70, Nos. G9-102, 70-30, 70-63.

- FINANCIAL CORPORATION'S TAX 72-15B-6



§ 219-y. Gross income defined. 1. The term “ gross income”  
•includes gains, profits and income derived from the business, of what­
ever kind and in whatever form paid, including gains, profits or income 
irom dealings in property, whether real or personal, or gains, profits 
or income received as compensation for services, as interest, rents, com­
missions, brokerage or other fees, or otherwise in carrying on such 
business, including .all dividends received cm -locks and all interest re- 

■ ceived from federal, state. mnnicieai or nth»r 1 -ds. '"—
2. I f  the gross income of a taxpayer is derived from business car­

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

[Added by L. 1926, Ch. 236.1
3. “ Gross income”  of a savings bank shall include the amount re­

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

[Added by L  1915, Ch. 761, effective April 12, 1915.1
§ 219-z. Deductions.- In computing net income there shall be 

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

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

2. AH interest paid or accrued during the year on indebtedness.
3. Jaxcs, other than taxes on income or profits paid or accrued within 

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

[Amended by L. 1966, Ch. 775, effective July 1, 19G6 and applicable to taxable 
years commencing on or after January 1, 1966.1

4. Losses sustained during the year and not compensated for by in­
surance or otherwise, if incurred in business; unless in order to clearly 
reflect the income the losses should in the opinion of the commission 
be accounted for as of a different period. Xo deduction shall be al­
lowed for any loss claimed to have been sustained in any sale or other
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§ 105-228.11
Article  8C-.

Schedule l-C. Excise Tax on Batiks.

t Revenue Laws § 105-223.13

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

Cited in Lenoir Finance Co v. Currie.
254 N. C 129. 118 S. E. ( 2d )  513 (1961).

§ 1 0 5 - 2 2 8 . 1 2 .  Imposition of an excise tax.—An annual excise tax is 
hereby levied on every ban!: located and doing business within this State, in­
cluding each national banking association, for the privilege of transacting busi­
ness in this State during the calendar year, according to or measured by its
entire net income as defined herein received or accrued from all sources during 
the preceding calendar year hereinafter referred to as taxable year, at the rate 
of six percent (6^ ) of such entire net income. The minimum tax assessable to 
any one bank shaii be ten doliars (SlO.Ojj. The liability for the tax imposed by 
this section shall arise upon the last day of each preceding taxable year, and 
shall be based upon and measured by'the entire net income of each bank or 
trust company for such preceding taxable year, including all income received 
from government securities (whether or not "taxable under article 4 of this chap­
ter) in such year except for any interest that may be allowed as deductible from 
gross income under G.S. 105-223.16; provided, that the tax herein levied shall 
not be collectible for any year from any bank or trust company which fails to 
engage in business for any part of the year for which levied. This section shaii 
be effective on and after December 31, 1959, so that the excise tax for 1950 shall 
be measured by net incomes for the taxable year 1959 and the liability therefor 
shall arise on December 31, 1959. In the case ot a merger of two or more banks 
during the preceding calendar year the cax of the resultant bank shall be measured 
by the entire net income of ail constituent banks during such preceding calendar 
year. As used in this article the words "taxable year" shall mean the calendar year 
next preceding the calendar vear for which and during which the excise tax is 
levied. (1957, c. 1240, s. S ; 1959, c. 1259, s. 7; 1959, c. 1075, s. 6.)

E d ito r ’s Note. —  The 1969 amendment, provides: "T h is  act sha ll not -affect the 
effective Ju ly  1, 1969, substituted “ six 
percent ( 6 % ) ”  fo r “ fou r and one-ha lf per­
cent ( 4 V i T ° ) "  ncar the end o f the first sen­
tence. Session Law s 1959, c. 1075, s. 8,

§ 105-228.13. Tilethod o f taxation adopted. — The State ol North 
Carolina hereby adopts the method ol taxation oi banks authorized by an Act ol 
Congress relating to taxation of national banks, being methed number (4 ) as 
provided in § 54S. as amended, oi Title 12 of the Code of Laws of the United 
States, formerly known as § 5219. of the Revised Statutes of the United States.

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

It is the purpose and intent of the General Assembly to lev7  taxes cn banks 
so that all banks, both State and national, doing business in this State will be 
taxed uniformly in a just and equitable manner in accordance with the provisions 
of § 54S of Title 12 of the Cede of the United States cited above and article V, 
§ 3 of the Constitution of North Carolina. The intent in this article is to exer­
cise the powers of classification and of taxation on property, franchises, and 
trades conferred by the above constitutional provision cited in this section. (1957. 
c 1340. s. 8.)

E d ito r ’ s  N ote .— Section 105-346, re fe rred 
to  in th is section, fo rm e rly  appeared in 
Subchapte r I I  o f Chapter 105. which was 
revised and rew ritten by Session Laws 
1971, c. 806, effective Ju ly  1, 1971. F o r  
s im ila r p rov is ions, sec now § 105-360.

P rov is ion s  s im ila r to fo rm er A rtic le  V ,

§ 3, Const. 13G3, re fe rred  to in this section, 
now  appear in A rtic le  V, § 2, Const. 1970.

P ro p e rty  Leased by S a n k  E xem p t from  
Ad V a lo rem  Taxes.— See opinion o f A tto r­
ney General to M r. Thom as C. Posey, 
Leno ir County T a x  Superior, 7 /21/70 .

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

O

§  1 0 5 - 2 2 8 . 1 5 .  Gross income defined. —For purposes of this article the 
words “ gross income" shall mean the income of a bank received or accrued from 
whatever source during the taxable vear as follows: Interest and discount on 
loans, interest from bonds, notes, mortgages and other investments, includ­
ing interest from nil government bonds issued direct bv anv level of govermnr-nt 
or through anv govcrrmwr'T - v-ncv. any exclusion province] in article 4 ol chap­
ter lUo notwithstanding. dividends from securities owned: service charges; col­
lection fees: exchange charges, trust department warnings: rents, commissions: 
gains or profits from the sale or other disposition of property, either real or 
personal tangible or i n t a n g ib le . re c o v e r ie s  f r o m  lo.-.-e? previeush written on or 
deducted from income in prior taxable vears. and all other recoveries, gains profits, 
inrome. or receipts regardless of nature and from whatever source derived, ex­
cept that gifts received shall hr excluded from gross income. ( 1957. c. 1340, s 8.)

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

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

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

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

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

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

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

(7 ) Loans or debts ascertained to be worthless and actually charged off during
the taxable year, if connected with business and if the amount has 
previously been included in gross income in a return under this article; 
or, in the discretion of the Commissioner of Revenue, a reasonable 
addition to a reserve for bad debts Provided, that amounts which are

. 3 3 7  . .
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deductible for federal income tax purposes shall be prima facie allowable hereunder.
• (8 ) A reasonable allowance for depreciation and obsolescence to the extent

provided for corporation income tax purposes in Division I of Article 4
( 9 )  Contributions to religious, charitable, educational, literary and like organi­

zations to the extent provided in subdivision (1 ) of G.S. 105-130.9.
(10 ) Contributions to the State of North Carolina, any oi its institutions, 

instrumentalities, agencies, or political subdivisions, and contributions
. to educational institutions located within North Carolina as provided in 

subdivision (2 ) of G.S. 105-130.9.
(11 ) Reasonable contributions to qualified employees' pension trusts within

the taxable year.
(12 ) Premiums paid by banks upon the purchase of bonds to the following extent:

a. Amortization of bond premiums on tax-exempt bonds shall be
mandatory for all taxpayers. Amortization for the taxable year 
shall be accomplished by lowering the basis or adjusted basis of 
the. bond, with no deduction against gross income for the year.

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

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

(13 ) Interest upon the obligations of the State of North Carolina or a 
political subdivision thereof received or accrued during the taxable 
year. Provided, that the dcduc" . of accrued interest shall be per­
mitted only if the taxpayer has included accrued income in his gross 
income for the taxable year. Provided further, that in the event that 
any court of competent jurisdiction shall rule that the deduction of the 
interest of the obligations of the State of North Carolina or a political 
subdivision thereof from the base of the tax levied by this article

• violates the Constitution of this State or the Constitution of the United 
States, such deduction shall be disallowed and such interest shall be 

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

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

(15) Deduction of accrued expenses, contributions, taxes, rental expense, or
interest expense shall be subject to the limitations imposed upon 
corporate income taxpayers by article 4. (1557, c. 1340, s. S; 1967, c. 
1110, s. S.)

E d ito r ’ s Mote.— Section 16, c. 1110, Ses- ing p rio r to the effective date o f the appli- 
sion Law s 1067, provides: "T h is  act shall cable section hereo f.”  Session Laws 19G7, 
not affect the liab ility  o f any taxpayer aris- c. 1110, s'. S, became effective Jan . 1, 1967.

§ 1 0 5 -2 2 8 .1 7 . Returns r.nd payment o f the ermine tar:. —  On or be­
fore March 15 of each y ear, the executive officers or officers of each bank, or trust 
company, located and doing business in this State, shall file with the Commis­
sioner of Revenue a full and accurate report of all income as defined in G.S. 
105-228.15 received or accrued during the taxable year, and also an accurate 
record of the legal deductions in the some calendar year as ailowed by G.S.

§ 105-228.17 Revenue Laws § 105-228.17
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' 57-35-04 . B A S IS  0? TAX.- T h e  l i a b i l i t y  f o r  t h e  t a x  im p o s e d  b y  
• t h i s  c h a p t e r  s h a l l  a r i s e  u p o n  t h e  f i r s t  d a y . o f  e a c h  c a l e n d a r  y e a r ,  
a n d  s h a l l  b e  b a s e d  u p o n  a n d  m e a s u r e d  b y  t h e  n e t  i n c o m e  o f  e a c h  b a n ! :  
o r  t r u s t  c o m p a n y  f o r  t h e  p r e c e d i n g  c a l e n d a r  y e a r ,  i n c l u d i n g  t h e  a m o u n t  
o f  i t s  i n c o m e  f r o m  t a x  e x e m p t  s e c u r i t i e s  f o r  s u c h  y e a r  a s  r e t u r n e d  t o
t h e - t a x  c o m m i s s i o n e r  a n d  c o u n t y  a u d i t o r ,  a n d  t h e  t a x  t h e r e o n  s h a l l  be- •

X  c o m p u t e d  a t  t h e  r a t e  o i  f o u r  b a i ^ c V a t "  b u t  t h e  m in im um  t a x  a s s e s s a b l e  
t o  a n y  o n e  t a x p a y e r  s lT a im r'o e  " f i f t y  d o l l a r s .  "•••.: * *•

SOURCE: S .L *  1941, C h . 270, s e c .  3 ; R .C .  1943, s e c .  57-3504.
* —  ̂• * * * * *

t i
• • .  ‘

57-35-05. :D U E  DATE.- A l l  t a x e s  l e v i e d  a n d  a s s e s s e d  u n d e r  t h e  
t e r m s  a n d  p r o v i s i o n s  o f  t h i s  c h a p t e r  s h a l l  b e c o m e  d u e  o n  t h e  t h i r t y -  
f i r s t  d a y  o f  D e c e m b e r  f o l l o w i n g  t h e  r e p o r t  t o  t h e  t a x  c o m m i s s i o n e r  

• p r o v i d e d  i n  s e c t i o n  57-35-07, a n d  s h a l l  b e c o m e  d e l i n q u e n t  o n  t h e  f i r s t  
d a y  o f  M a r c h  n e x t  a f t e r  t h e y  b e c o m e  d u e .  T h e r e u p o n  a  p e n a l t y  o f  f i v e  
p e r  c e n t  s h a l l  a t t a c h  a n d  b e  c h a r g e d  u p o n  a l l  d e l i n q u e n t  t a x e s ,  a n d  
t h e n c e f o r t h - i n t e r e s t  s h a l l  b e  c h a r g e d  a t  t h e  r a t e  o f  t h r e e - f o u r t h s  o f
o n e  p e r  c e n t  p e r  m o n th  o f  t h e  o r i g i n a l  a m o u n t  o f  t h e  t a x  u n t i l  t h e
s a m e  i s  paid.--. • • "  •••

• SOURCE i  S .L .  1941, C h . 270 , s e c .  '4 ; R .C . 1943, s e c .  57-3505.

.• v*(. ; • • \ ,

57-35-06 . LIEU.TAX-.- T h e ’ t a x  p r o v i d e d  i n  t h i s  c h a p t e r  s h a l l  
b e  i n  l i e u  o f  a ’J 1 o t h e r  t a x e s  o r  i m p o s i t i o n s ,  s t a t e ,  c o u n t y ,  a n d  l o c a l ,  
e x c e p t  t a x e s  u p o n  t h e  r e a l  p r o p e r t y  o f  e a c h  s u c h  b a n k  a n d  t r u s t  c o m p a n y .

. SOURCE: S .L .  1941, C h . 270 , s e c .  5;- R .C .  1943, s e c .  57-3506.

•/ ! - .»-•• . -ii. .;*• I.- ■ •

* 57-35-07 . • REPORT.- On o r  b e f o r e  t h e - f i f t e e n t h  d a y  o f  M a rc h  i n  
e a c h  y e a r ,  t h e  m a n a g in g  o f f i c e r  o f  e a c h  b a n k  o r  t r u s t  c o m p a n y  l o c a t e d  
i n  t h i s  s t a t e  s h a l l  f i l e  w i t h  t h e  t a x  c o m m i s s i o n e r ,  o n  f o rm s  t o  b e  
p r o v i d e d  b y  h im ,  a  r e p o r t  i n  w r i t i n g  u n d e r  o a t h  s h o w in g  t h e  a m o u n t  c f  
t h e  n e t  i n c o m e  o f  s a i d  b a n k  o r  c r u s t  c o m p a n y  f o r  t h e  p r e c e d i n g  c a l e n d a r
y e a r , I n c l u d i n g  t h e  a m o u n t c f  i t s  in c o m e  f r o m  t a x  s ^ o u r i ' t i ^ s , ,
f o r  s u c h  y e a r ,  a n d , . a t  _ th a . . s am e  t im e  s h a l l  f i l e  w i t h  t h e  c o u n t y  a u d i t o r

" o r  “t l i e ” c 6 u n t y  ' i n ’w h i c n  s u c h ‘b a n k  o r  t r u s t  c o m p a n y  i s  • l o c a t e d ,  a  d u p l i ­
c a t e  o r i g i n a l  o f  s u c h  r e p o r t .  •

. !■* f l’j j  ' ' •

■.»- SOURCE:. .S .L .  1941, C h . 270 , s e c .  6 : R .C .  1943 , s e c .  57-3507. ■ 1 ; -• * • r. i . .  , «
* *.: . . . ■ .. • ’ • • •

. ’ 57-35-08 . COMPUTATION=AND CERT IF IC A T IO N  OF TAX.- On o r  b e f o r e .- '  • ■
A u g u s t  f i r s t  o f  e a c h  y e a r ,  t h e  tax- c o m m i s s i o n e r  s h a l l  c o m p u te  t h e  t o t a l  
t a x  t o  b e  a s s e s s e d  u n d e r  t h e  t e r m s  a n d  p r o v i s i o n s  o f  t h i s  c h a p t e r ,  a n d  
s h a l l  c e r t i f y  t h e  s am e  t o  t h e  c o u n t y  a u d i t o r  o f  t h e  c o u n t y  i n  w h i c h  
e a c h  t a x p a y e r  i s  l o c a t e d .  ■ -

..SOURCE: S .L .  1941, C h . 270 , s e c .  7 ; R . C . .1943, s e c .  57-3503 . *
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B. Suc h  reports ir.ay be required, regardless of amounts, (1) in case of payments of 

i n t e r e s t  upon bonds, mortgages, deeds of trust, or other similar obligations of corpora- 

• t i o n s .  and (2) in the case of dividend payments by corporations subject to the tax levied 

b y ' t h i s  act and (3) in the case of any broker transacting any business, as such, for any 

i n d i v i d u a l  subject to the provisions of this act. The T a x  Commission may require such 

corporations to state the name and address of each shareholder, the number of shares 

o w n ed  by him and, in the case of a broker, it may require submission of the names of the 

customer for who m  such broker transacted any business, w i t h  such details as to'profits, 

losses or other information as the T a x  Commission may require as to each such customer. 

A n y  reports required under this subsection shall likewise be rendered under oat'. , and in 

accordance w i t h  rules and regulations prescribed and adopted by the T a x  Commission.

SE C TTON 20. IN LIEU T AX FOR N A T I O N A L  BANKS. A. In lieu of the tax levied by 

S e c t i o n  5 .  of this act, every national banking association located or doing business w i t h i n  

t h e  limits of the State of Oklahoma shall annually' pay to this state a tax a c cording to, 

o r  m e a s u r e d  .by, its entire net income for its taxable year at the rate of four percent 

• (4/Q cf the amount of the net income as herein provided.

E. The tax levied by this section shall be exclusive and in lieu of all taxes levied 

b y  the State of Oklahoma, or a ny subdivision thereof, on the property of any association 

l i a b l e '  to tax hereunder; provided, that nothing in this section shall be construed to 

ex e m p t, the real property of national banking association from taxation to the same extent, 

a c c o r d i n g  to its value, as other real property is taxed.

C. A n y  tax levied under this section shall accrue on the last day of the taxable 

year and be payable as provided in Section 25 of this act. The accrual of such tax for 

the first taxable y e a r  to wh i c h  this act-.applies, shall apply notwithstanding the prior 

accrual of a tax in the same taxable year based upon the net income of the next preceding 

taxable year; provided, however, any additional deduction inuring to .he benefit of the 

taxpayer shall be deducted in ac c o r d a n c e  wit h  the optional transitional deduction procedures 

in S e c tion 4. of this act.

T h e  basis of the tax shall be t h e  taxable income as defined herein and any additions 

t h e r e t o  under the provisions of Section 8., A., 1., hereof except interest income on 

o b iiga.tions of the State of O klahoma or political subdivisions thereof'"and any" alloca t i o n s  oi 

n e t  income permitted"‘uh‘def"~Saction 8'7~ Provided further, that' tne'Teserve for bad debts 

s h a l l  b e  included in the optional transitional deduction provided in Section 4. of this 

a c t .
I S E C T I O N  21. IN LIEU T A X  FOR S T A T E  BANKS AND CREDIT UNIONS. A. "In lieu of the tax

levied by Section 5. of this act, every bank or credit union organized under the laws of 

this state shall pay annually to this state for the privilege of doing business within 

its limits, a tax according to',* or measured by, its entire net income for its taxable 

ye a r  at the rate of four percent (4%) of the amount of the net income as herein pr.ovided.

B .  T h e  tax levied by this section shall be exclusive and in lieu o f  taxes on the 

s h a r e s  o f  stock or personal property of any such bank or credit union subject to taxation 

u n d e r  this section, except organization fees and taxes imposed by the banking laws in the 

c a s e  o f  banks. Nothing in this section shall be construed to exempt the real property cf 

a n y  s u c h  taxpayer from taxation to the same extent, acc o r d i n g  to its value, a s  other real 

p r o p e r t y  is taxed.

C .  • A n y  tax levied un d e r  this section shall accrue on the last day of the taxable 

y e a r  a n d  be payable as provided in Section 25 of this act. T he accrual of such tax for 

t h e  first taxable year to w h i c h  this act applies shall apply notwithstanding the prior 

a c c r u a l  o f  a  tax in the same taxable y e a r  based upon the net income of the next p receding 

t a x a b l e  y e a r ;  provided, however, any additional deduction inuring to the benefic of the
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m utual savings bank, and financial, centrally 
assessed, manufacturing, mercantile or busi­
ness corpora Lion subject to eke tor-: imposed 
by this chapter.

(17) “ Taxable year”  means the calendar 
year, c r  the fiscal year* ending during such 
calendar year, upon eke basis o f which che 
n e t income is computed under this chapter. 
“Taxable year”  includes, in the case o f a 
re tu rn  made fo r a fractional part o f a year, 
th e  period fo r which such return is made. 
The f irs t taxable year, to be called the tax­
able year 192D, shaii be the  calendar year 
1929.

(18) As used in 317.076, 317.07S, 317.197, 
317.159 and 317.293, "domestic insurer" has 
th e  meaning defined by subsection (1 ) of 
ORS 731.032 and subsections (1) and (2) of 
ORS 731.142 but does not include title insur­
ers o r health care service contractors operat­
ing pursuant to 0118 chapter 750.
[Amended b> ia.*>3 c..-i:o .-a, u i .m i  j l ;  l ’Jt'j e.571 
§1; subsection ( IS) enacted as 1963 c.COQ §2]

517.015 [Rc-poaled by 1557 c.632 • 1 f ORS 314.075 
_ _ a n d  314.080 enacted in lieu of ORS 316.025, 316.030,

317.015 and 317.020)]

317.016 “ Regulated investment com­
pany” defined; subject to provisions o f fed­
e ra l law. (1 ) As used in this chapter, “ reg­
ulated investment company" means a cort’j -

- ra tion which is reccgrkaea L-y the federal In- 
tem a l Revenue Service as a regulated invest­
m en t company within the provisions o f the 
In te rn a l Revenue Cede (1S51), section 851.

(2 ) Fo r the purposes c f this chapter, a 
— regulated investment company in Oregon is

subject to the definitions, limitations, re­
quirem ents and rules found in the federal 
In te rna l Revenue Ccc'e d25 -l), sections 851 
to  855, and federal regulations promulgated 
in connection therewith.

(3) Any reference in ORS 317.016 and 
317.156 to the Internal Revenue Code o f the 

-—•United States and to regulations promulgated 
thereunder means the federal Intc-mal Rev­
enue Code o f 1954 and amendments thereto 
and pertinent regulations thereunder in effect 
on December 31, I960.[1967 c.274 5=2, 3, 5] “  "

317.020 [Repealed bv 1557 c.637 §1 (ORS 314.075 
and 314.0S0 enacted in lien of ORS 316.025, 316.030.317.015 and 317.020)]

S17.025 Omission c f previously enacted 
savings clauses not hi tended us reeeni. The 
omission from the Oregon Revised Statutes 
o f those statutes which were part o f Acts 
amending the statutes that constitute the 
source o f this chapter and which provided

savings clauses fo r  the statutes amended, ri 
not intended as a repeal o f them. Such rtr.t- 
ute3 shall, in so fa r  us they aie applicable, 
continue to be so applicable.

S17.GC!) License fees nc i roneaJed. Noth­
ing in this chapter shall be construed to 
repeal the present capital stock tar: or 
annual corporation license fee otherwise pro­
vided fo r by lav/.

S17.IC5 E ffect o f subsequent repeal of 
chapter. In the event o f repeal o f this chan­
ter, unless otherwise specifically provided in 
the repeal, this chapter shall remain in fail 
force fo r  the assessment, imposition and co!- 
lee!ion o f ihe tax and ail interest, penalty 
cr forfeitures which have accrued o r may 
accrue in relation to any such tax fo r the 
calendar year in which the tax is repealed.

EKFGSSTZGN O F  TAX;  OFFSET 
AGAINST TAX

217.C55 Tax on national banking as­
sociations and production credit associations. 
Every n a t io n a l b an k in g  association end 
every production credit association organ­
ised under federal statute and not exempt 
from taxation by federal law located within 
the limits o f this state she-I pay a-warily 
to che state an excise tax according to cr 
measured by its net income, to be computed, 
in the manner provided by this chapter at 
the rate o f eight percent.
[Amended by 1957 c.607 §1; subsection (2) of IScI 
Replacement Part derived from  1957 c.007 §11 and 
1957(s.s.) c.5 §1; 19S3 c.571 §2]

317.060 Tax on state tanks and finan­
cial institutions. Every bank, other than .a 
national banking association, and every fi­
nancial corporation, building and loan asso- 

. ciaricn, savings and loan association aw; 
mutual savings bank, located within the 
limits o f this state, shall annually pay to the 
state, fo r  the privilege o f carrying on or do­
ing o f business by it within this state, an 
excise tax according to o r measured by iis 
net income to be computed in the m a n n e r  

provided by this chapter at the rate o f elm'- 
percent. _ _

mended by 1957 c.607 S2; subsection (2 ) o f it*A 
■jiscemer.t P art derived from 1957 c.C07 §11 rs:" 

1957(s.a.) c.5 §1; 1063 c.571 §3]

3I7.C35 Taxes referred to in CRh 
317.055 and S17.CS9 in lieu o f a ll taxes ex­
cept texes on real property'. The tax re fe r­

red to in ORS 317.055 and 317.000 is s:j 
lieu o f a ll other state, county and municipa
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'JuSr-v* Robert Myers 
Attorney-at Law- 
.1016 Oregon Ban}; Building . 
Portland-'! ̂ Oregon . ./

_.Re: In com e on  P.or.d Interest U nde r 
ORS 266.070 (15 726 2)

. Dear-Mr*-Myers:

lAt, Carlisle B. Roberts, Chief Counsel of the Lav/ Section of the 
Oregon State Tax Commie sion,has referred to no for ansv/er ycur telephone 
question to him as to whether or not interest received by a corporation on 
account of state of Oregon bonds issued after rVIay 24, 1351, would be 
subject to the measure of tax under ORS 317, which chapter imposes upon 
certain corporations a tax for the privilege of carrying on cr doing business 
by it within the State of Oregon which to:: is according to cr measured by the 
net income cf the corporation.

ORS 317.105(4) provides tha' in arriving at gross income for the 
corporation, there shall be included "all interest received on bonds, securities 
or other evidence of indebtedness. . . and all other income from money or 
.credits." .

As you undoubtedly know, the State of Oregon has been requiring the 
inclusion of interest cn federal government bonds in tiie compute tion of gross 
income. This is so even though 31 USCA § 742 provides as follows:

- - "Except as otherwise provided by law, all stocks, bonds,
• treasury notes, and all other obligations of the United States 

shall be exempt from taxation by cr under state or municipal or 
local authority. This exemption extends to every form of taxation 
ihat would require that either the obligations cr the interest there­
on, or both, be considered, directly or indirectly, in the compu­
tation of the tar:, except nondiscriminstcry franchise or other non- 
property taxes hndl'iau thereof imposed on corporations and 
except estate taxes or inheritance taxes."
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T i i e  l a s t  s e n t e n c e  o f  t h i s  s t a t u t e  w a s  a d d e d  b y  C o n g r e s s  i n  1 9 5 9 ,  t o  
c l a r i f y  a  s i t u a t i o n  w h i c h  e r o d e  i n  o n e  s t a t e ,  w h e r e b y  t h a t  s t a t e  e v i d e n t l y  
r e q u i r e d  t i i e  r e p o r t i n g  o f  i n t e r e s t  o n  f e d e r a l  b o n d  i n t e r e s t  o n  i n d i v i d u a l  r e t u r n s  
i n  t h e  c o m p u t a t i o n  o f  g r o s s  i n c o m e ,  t h e n  a l l o w e d  a. d e d u c t i o n  f o r  i t  i n  a r r i v i n g  
a t  t h e  n e t  i n c o m e  w i t h  t h e  r e s u l t  t h a t  t h e  t a x p a y e r  w a s  p u t  i n  a  h i g h e r  t a x  
b r a c k e t .  I  p o i n t  t h i s  f a c t  o u t  o n l y  t o  i n d i c a t e  t h a t  p r i o r  t o  1 9 5 9  t h e r e  w a s  n o  
e x p r e s s  s t a t u t o r y  a u t h o r i t y  f o r  s t a t e s  t o  t a k e  i n t o  c o n s i d e r a t i o n  f e d e r a l  b o n d  
i n t e r e s t  i n  c o m p u t i n g  a  f r a n c h i s e  t a x  o n  a  c o r p o r a t i o n .  N o t w i t h s t a n d i n g  t h i s  
f a c t ,  t h e  U n i t e d  S t a t e s  S u p r e m e  C o u r t  h a s  l o n g  h e l d  t h a t  s i n c e  a  f r a n c h i s e  t a x  
i s  a  t a x  o n  t i i e  p r i v i l e g e  o f  c a r r y i n g  o n  b u s i n e s s  w i t h i n  t h e  s t a t e ,  a n d  i s  n o t  a  
t a x  o n  i n c o m e  a s  s u c h ,  a  s t a t e  w o u l d  b e  f u l l y  j u s t i f i e d  i n  i n c l u d i n g  f e d e r a l  
b o n d  i n t e r e s t  i n  a r r i v i n g  a t  a  f i g u r e ,  a  c e r t a i n  p e r c e n t a g e  o f  w h i c h  w o u l d  b o  
t h e  m e a s u r e  o f  t h e  t a x  f o r  t i i e  p r i v i l e g e  o f  c a r r y i n g  o n  b u s i n e s s  w i t h i n  t h o  
s t a t e .  P e o p l e  v .  H o m e  I n s u r a n c e  C o m p a n y ,  1 3 4  U S  5 9 4 .

O R S  2 8 6 . 0 7 0  r e a d s :  .

• ’ i
" T h o  i n t e r e s t  o f  a l l  b o n d s ,  i n c l u d i n g  r e f u n d i n g  b o n d s ,  o f  t h e  

* S t a t e  o f  O r e g o n  i s s u e d  a f t e r  M a y  2 4 ,  1 9 6 1 ,  s h a l l  b e  e x e m p t  f r o m  
t a x a t i o n  b y  t h e  S t a t e  o f  O r e g o n , "   ̂ '

.  W e  c a n  s e e  n o  l o g i c a l  r e a s o n s  t o  c o n s t r u e  t h e  O r e g o n  s t a t u t e  a n y  
d i f f e r e n t  w a y  t h a n  t h o  U n i t e d  S t a t e s  S u p r e m e  C o u r t  h a s  c o n s t r u e d  t h e  f e d e r a l  
s t a t u t e  w i t h  r e g a r d  t o  f e d e r a l  l e n d  i n t e r e s t .  T h a t  i s ,  t h a t  t h e  i n c l u s i o n  o f  
O r e g o n  b o n d  i n t e r e s t  i n  t h e  m e a s u r e  o f  i n c o m e  o f  c o r p o r a t i o n s  u n d e r  O R S  c h a p t e r  
3 1 7  w o u l d  n o t  b e  t a x a t i o n  o f  t h e  i n t e r e s t  o n  t i i e  b o n d  a s  s u c h ,  b u t  w o u l d  o n l y  b e  
u s e d  i n  t h e  m e a s u r e  o f  i n c o m e ,  a  c e r t a i n  p e r c e n t a g e  w h i c h  w o u l d  b e  t a x e d  f o r  
t h e  p r i v i l e g e  o f  t h e  c o r p o r a t i o n  d o i n g  b u s i n e s s  w i t h i n  t h e  s t a t e .

A c c o r d i n g l y ,  w e  a r e  o f  t h e  o p i n i o n  t h a t  i n t e r e s t  r e c e i v e d  b y  a  c o r p o ­
r a t i o n  o n  a c c o u n t  o f  t i i e  S t a t e  c f  O r e g o n  b o n d s  i s s u e d  a f t e r  M a y  2 4 ,  1 9 5 1 ,  
w o u l d  b e  s u b j e c t  t o  t h o  m e a s u r e  o f  t a x  u n d e r  O R S  3 1 7 .

. .  V e r y  t r u l y  y o u r s ,

DCS/mint
D o n a l d  C .  S e y m o u r  
A t t o r n e y
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OP BANKS • • 44-14-2
SECTION.

• SECTION . I
' 44-14-23. Information confidential — 44-14-31. Examination of books andTypes of disclosure author­ witnesses.

ized. 44-14-32. Penalty for violations by
44-14-24. Power to summon witnesses. banks.

• 44-14-25. Service of summons. 44-14-33. Penalty for violations by in­
44-14-26. Enforcement of summons. dividuals.
44-14-27. Determination of tax without 44-14-34. Penalty for failure to file re­

return. turn.
44-14-28. Pecuniary penalty for failure 44-14-35. Hearing on application by

to file report. bank.
44-14-29. Pecuniary penalty for false 44-14-36. Judicial review.

return. '44-14-37. Collection by writ of execu­
44-14-30. Collection of pecuniary penal­ . tion.
r ties. 44-14-38. Severability of provisions.

4 4 - 1 4 - 1 .  Short title.—This chapter inay be designated as the 
“Bank tax act of 1942.”
History of Section. Comparative Legislation.

P. L. 1942, ch. 1212, art. 7, §1; G. L. Taxation of banka:1956, § 44-14-1. Conn.-Gen. Stat. 1S5S, §§ 12-213—12-242.Mass. JLaws Ann., ch. 63, §§ 1-19.
4 4 - 1 4 - 2 .  Definition of terms.—For the purposes of this chapter
A. The term “banking institution” means every state bank, trust 

company, national banking association and loan and investment 
company, but shall noi include a mutual savings bank, a credit union, 
or a building and loan association;

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

C. The term “administrator” means the tax administrator in the 
department of administration appointed under the provisions of 
§ 4 4 - 1 - 1 ;

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

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

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

Gr. The term “securities” includes, but shall not be limited to,
(1) shares of stock or certificates of beneficial interest, or rights 

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

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



the United States goyurnnicnt or any stale, or political subdivision 
of either, or issued by any foreign country or nation or political sub­
division thereof).
History cf Section. ch. 2727, art. 1, § 3; G. L. ID56, § 44-14-

- P. L. ID 12, ch. 1212, art. 7, § 2; P. L. 2.2943, ch. 1311, § 1; impl. am. P. L. 1951,

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

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

(2) ’authorized capital stock as of the last day of the income 
period and shall be computed at the rate of two dollars fifty cents 
($2.50) for each ten thousand dollars (£10,000), or fractional part 
thereof, of such authorized capital stock;
■whichever measure shall yield the greater amount of fax.
History of Section. p. l . 1958, ch. 17, art. 2, SI; P. L. 1939.

P. L. 1942, ch. 1212, art. 7, § 3; P. L. ch. 1G9, art. 1, § 1; P. L. I960, ch . 65, art. 1943, ch. 1311, §2; G. L. 1956, $ 44-14-3; 1, § 1; P. L. 19G3, ch. 263, art. 6, § 1.

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

Cross-Reference.
Stock in national bank outside state owned by resident, taxation, § 44-4-16.

Collateral Reference.
Discrimination in state taxation of national banks or national bank shaves. 59 A. L. R. 10; 81 A. L. R. 502; 87 A. 

L .R . 84 G.

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

P. L. 1942, ch. 1212, art. 7, § 3; P. L.

44-14-3 " TAXATION 214

History of Section.
P. L. 1942, ch. 1212, art. 7, § 3; P. I«. 1943, ch. 13-Ii, §2; G. L. 1956, §44-14-1; P. L. 1953. ch. 17, art. 2. § 1; P. L. 1059, eh. 1G9, art. 1, § 1; P. L. 19C0, ch. GO, avt. 1, § 1; P. L. 19C8, ch. 2G3, art. G, § 1.
/
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r CHAPTER 7.
J

Income Tax on Banks.

§ 65̂ 401. “Banks” and “taxpayers” defined.—For the purpose of 
this chapter and unless otherwise required by the context, the words 
“banks" and "taxpayers," whenever used in this chapter, Aiall mean 
any person engaged in a banking business, whether incorporated 
under the laws of this State, any other state or the United States 
or whether unincorporated, except cash depositories. (1952 Code 
§ 65-401; 1942 Code § 2676; 1937 (40) 565; 1938 (40) 1762.)

§ 65-402. Tax on income of banks. — A tax is imposed upon 
every bank engaged in business in the State which shall be levied, 
collected and paid annually with respect to the entire net income of 
the taxpayer doing a banking business within this State or from the 
sales or rentals of property within this State, computed at the rate 
of four and one half per cent of the entire not income o f  su c h  b a n k  

or taxpayer. (1952 Cot e $ 65-402: 1942 Code § 2676; 1937 (40)
565; 193S (40) 1762.) .

C ress  re fe re n c e .—As to b a n k  n o tes 
an d  s tock  exem p t f r o m  taxes, see 
9 65-1522.

§ 65-403. Tax in lieu of other taxes except on real property.—
The income tax provided in this chapter shall be in lieu of all other 
taxes on banks, except taxes on real property. The real property 
of any such bank shall be taxed in the place where it may be lo­
cated, the same as the real property of individuals. (1952 Code §
65-403; 1942 Code § 2076: 1937 (40) 565: 193S (40) 1762.)

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

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

V

1



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

located. '
The revenue received from banks located outside of incorporated 

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

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

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

§ 65-406. Invalidity. — In case tiie first sentence of § 65-403 
should for any reason be declared to be invalid by a court of com­
petent jurisdiction, the provisiuu? oi jjj 26u3 through 26/7

and paragraphs (33), (34) and (53) of § 257S of the Code of 
1942 shall be and remain in full force and effect and the income tax 
provided in this chapter shall not be effective. (1952 Code § 65-406: 
1942 Code § 2676; 1937 (40) 565; 193S (40) 1762.)

CHAPTER 8.
Income Tax on Building and Loan Associations.

§ 65-421. “Association” defined. — For the purpose oi this sec­
tion, the word “association” shall include building and loan associa­
tions, savings and loan associations, Federal savings and loan asso­
ciations, and -ooperative banks, organized under the laws of this or 
any other State or the United States. Such banks as are taxable 
under the provisions of §§ 65-401 to 65-406 are "ot included. (19o7 
(50) 404; 1960 (51) 1779.)

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

. 2
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reserves which are required by law, regulation, or direction of 
appropriate supervisory agencies. .Xo deductipns from income shall 
be allowed for any. additions to undivided profits or surplus accounts 
other than herein required, and for the purposes of this chapter, a 
state-organized association shall be allowed the same deductions for 
reserves, if actually set aside, as those allowed to Federally organ­
ized associations. (1957 (50) 4C4; 1960 (51) 1779.)

§ 65-423. Tax imposed; rate.—Every association located or doing 
business, within this State shall pay an income tax measured by its 
net income from all sources, except f o r income f r o m  m u n ic ip a l , state 

or Fede.al b o n d s  or se c u r it ie s  e xem p t'e d  by  ia w  to  nr. su c h  t a x . T h e  

tax shall he equivalent to e ig h t  per cent <■: t .;e  a m o u n t  of the net 
income. (1957 (50) 4C4: 1960 (51) 1779.)

§ 65-424. Exemptions.—Associations shall be eycmpt from the 
provisions of this chapter during the first three years of their 
operation. The provisions of this chapter shall not apply to em­
ployees’ credit unions. (1957 (50) 404; I960 (51) 17/9.)

§ 65-425. Tax to be in lieu of certain other taxes.—The income 
tax provided in this chapter shall be in lieu of any and all other 
taxes on such associations, except use taxes and taxes on real pro­
perty. The real property of any such association shall be taxed in 

‘ the place where it may be located, the same as the real property of 
individuals. (1957 (50) 404: 1960 (51) 1779.)

§ 65-420. Administration, enforcement, collection, liens, penal­
ties, etc.—For the purpose of administration, enforcement, collection, 
liens, penalties, and other similar provisions, all oi the provisions of 
chapter 5 of this Title that may be appropriate or applicable are 
adopted and made a part of this chapter. (1957 (50) 404; 1960 
(51) 1779.) •

§ 65-427. Chapter to be administered by Commission; rules 
and regulations.—The income tax imposed by. this chapter shall be 
administered by the State Tax Commission. The Commission shall 
make such rules and regulations not inconsistent with law as mav 
be required for the proper administration and enforcement of this 
chapter, and such rules and regulations shall have full force and 
effect of law. (1957 (50) 404; 1950 (51) 1779.)

§ '65-428. Returns.—Returns with respect to the income tax here­
in imposed shall be in such form as the Commission mav prescribe. 
Returns shall be filed with the Commission on or before the fit-
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Deductions Not Supported By Completed Schedules Will Be Disallowed.
Instructions 

Pane 6 Art. 2S03, Regulations

SOUTH DAKOTA,
Frandhiss Tax c:i Esmks /in?.ndal Corporate.

For .Calsndar Yen? 19.__
or riscaJ Year tegisiiiss.____________, 19 _  and ended___________ , j?_

7 s-l.

(Nans)

(Aic:ca) • (Z ip  C cds )

(Fiz: &..IC3) tsuvvj.r

S n n l l  L o a n  
Llcinse

N o.
(County)

Kzaial&ed

"rSItlT

Address of Principal Office in South Dakota................... ..................
Kind of Business______________________ Date of-Incorporation-------
Is this a Subsidiary Corporation or parent to subsidiaries?.---------
so related ---------------------------------------------------------------------------------
27. TOTAL DEDUCTIONS

-Under the Lav/s of Y/hat State?...
-If so, list names and addresses of all corporal:

tt—  in tbic rat urn tho inrr.ma

23. NET IN CO? IE (T*:o’ 12 to Inns Item 27)
AMOUNT OF INCOME $ ......................MINIMUM S2-1.C0 ON ALL RETURNS.

. . .  at the rate of 5H E TAX 5..............
DELINQUENT RETURN'S MUST INCLUDE IE- TEE MONTH INTEREST AND cE- PENALTY.
A1 TACrl itC.'-ii i -■ A. — TO Co*—lie -j - 0 . . _mt Of R—vENUH,-nND
MAIL TO DEPARTMENT OF REYF.NUE, PIERRE. S. DAK. WITHIN 90 DAYS OF CLOSE OF TAX YEAR. 
DO"KOrwaiTB IN THIS SPACE “ FOlTCASHIER’S VALIDATION! “

a true complete return, made in good faith, for the taxable year stated pursuant to SDCL 10-i?, and the rules and rer'na­tions thereunder.
Sworn to and subscribed before me this________day of______________________________    19.

NOTARIAL SEAL ■ i,Signature cf officer administering oath) CORPORATE 
SEIAi (President or other principal officer) (Stats title)"

(Title)
Page 1

(Treasurer or AssisiantTreasure?) (State title)"

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



IN STRU C T IO N S  F O R  F IL IN G  F R A N C H ISE  T A N  R E T U R N S  
IN STRU C T IO N S  1 TO  39  C O RRESPO N D  T /IT H  IT F IS J  ON PA G E  1.

C O JrP LE -fE  S TA TEM EN T  ON T A G "  3 SH O W IN G  TA N  O F  PA R E N T  AND B R A N C H  O F F IC E S .
A R T . 2S03. D EDU C T IO N S  NOT S U P PO R T E D  BT  C O M PLE T E D  SC H E D U LE S  W IL L  NOT 2 E  A L LO W E D .

( I )  In te r e s t  on  Th ink D e p o s it* . L r n n ’i c e i l S e c u r ity . E n te r  a s  I te m  1 n i l In te re s t  rece ived  d u r in g  th e  ta x a b le  r e a r  on lo n n3 b a n k  d epos its , 
n o te f, i r . o r c - ; : - : ,  b a rd s , s t o c k : ,  e tc . In c lu d e  m c -re sc  upon  the c l ’ l ic u i i jr . s  o f  the Un ited  S tates, Its subd iv is ion?. T.'a--er=:Cns. agencies e ln : t ru -  m en ta litie s . SDC L  10-13. 10-12-7, 10-12-S .--------------------------------------------------------------------------------------------------------.------------------ --------- ---------------------------------------------

13) R e n te  n od  R o y a lt ie s  f r o m  P ro p e r t y . E n te r  as I te m  2 th e  stress am o u n t re c e iv ed  l o r  re n t  o r  r o y a lt y  f r o m  ta n g ib le  p e rs o n a l p r o p e r t y . D o* 
a u c t io n s  c la im ed  f o r  re p a irs , in te re s t , taxes , d e p re c ia t io n  an a  o th e r  exp en s '?  shou ld  be inc luded  in  I t a n o  15, 16 , 13, and  20,

( 3 )  In su ran ce  Comm i.-sious. E n te r  as Item  3 the g ross am oun t o f in su rance com m issions and fees.
( 4 )  D iv id e n d s , E n t e r  as Item  4 a i l  d iv id en d s  re ce ived  d u r in g  the  ta x a b le  p e rio d , w h e th e r  rece ived  In each  o r  in p ro p e r ly ,  f r o m  n n v  c o rp o r ­

a t io n  w h e re v e r  lo c a te d . S t jc i :  d i v H j r . i s  a re  n o t t a x a o le  w hen  re ce iv ed . L iq u id a t in g  u lv id e n d s  sh o u ld  be re g a rd e d  £3 r e c o v e ry  o f  th e  r to c k b o ld e r ' s  ia v e r t tn e u t  I:, h ia  s tu c k  u n t i l  the d is t r ib u te e  s h a l l  h a v e  re c e iv e d  a n  am ou n t in  exce ss  o f  the a p p lic a b le  Io ta  o r  g a in  b a s is  ol.' th e  s t o c k  In  re sp e c t lo  w h ich  th e  d is t r ib u t io n  Is  re ce iv ed .
( 5 )  P r o f l t  o r  I.n sx  f r o m  S r.ie o f  S to c k s  end  B o n d - . E n te r  a s  I t e rc  5 the p roG t o r  lo s s  f r o m  th e  s r .le  o f  a to c k a  an d  b ond s d u r in g  th e  ta x a b lo  y e a r . F u l l  d e ta il m u tt fca g iven  in  Sclu-duie (A )  on  page o. E n te r  lo s s  In  red  d gu rc s .
( 6)  R e c o v e r ie s  o f  B a d  D eb ts . E n t e r  p.e Item  6 the am ou n t o f  bad d e i)t3 re c o v e re d  d u r in g  the t a x a b le  y e a r  w h ic h  o r ig in a te d  su b se q u e n t to  J a n u a ry  1, l i ' - l f ,  and  w e re  chara-ab o ff and ta k e r, a s  n d edu c tio n  o n  p r io r  I  ranch!.- ’  T a x  R e tu rn s . A ttach  i tem ir-d  schedule . R e c o v e r!-s  o f  

bad debts which w ere  c h a rre d  oii p r io r  to  Jan u a ry  1, 1S30, a rc  n o t to b s in c luded , b u t m ust be r lio v .n  as n oa -ta xab la  incom e in  Schedu le  ( i l>  on  page 3.
( 7 )  to  (1 1 )  O th e r  Jn e o ra r . E n t e r  u n d e r  l ie m s  7 to  11 a l l  o t h e r  In com e  t o r  w h ich  no sp ace ha3 b e e r  p ro v id e d  In  th e  R e tu r n , e n d  re c e iv e d  d u r in g  th o  taxab le - y e a r . T h is  s a o u ld  lp c lu d a  t io a t c h a rg e e , e xch ang e , com salssicna, etc.

(1 3 ) T o ta l G ross In com e . E s te r  as Item  12 the to ta l am oun t o f  Item s 1 to  11 la e iu a lv a .
(1 3 ) C om p e r.rr t .'o n  o f  C frtc e r* . E n te r  a s  Item  13 the c om p en sa t io n  o f  n i l o fS c o rs , in  w h a te v e r  fo rm  p a id  an d  A ll in  S ch ed u le  ( b )  g iv in g  th e  in fo rm a t io n  requested , in d u c e  o ffic e rs  an d  d ire c to rs  on ly .
(1 4 )  R e n t . E a t e r  a s  Item  1* re n t  p a id  f o r  b u s in ess p ro p e r t y  in  w h ich  th e  c o rp o ra t io n  h a s  no  e q u ity .
(1 5 ) R e p a ir s . E n te r  a s  I te m  13 the  c o s ; o f  In c id e n ta l r e p a i r s  in c lu d in g  la b o r  and o th e r  Item s w h ic h  do n o t  a d d  to  the  v a lu e  o r  a p p re c ia b lyp ro lo n g  the  l i fe  o f  th e  p rc -pe rty . E a t a s  s c l' . r ic s  a ::d  '••ages th e  c o m ro r .rn t lo n  d u r in g  the p e r io d  e n v e r -d  b v  th is  R e t u r n  to  p e rso n s

em p loyed  dirc-ctiy in  connection w ith  these ir .c k lsn ta l re p a irs  as sh ow n  In  S ch od u it  (C ; .  E x p e n d itu re s  f o r  an y  b u l:d l.- .- .p  m a c h in e ry ,e q u ipm en t, l ix t u r o s  o r  l o r  • i (n : . ;o v - . ;v . : . t s  o r  o c i t e r r r . -n ts  w h ich  lite r-d .tu  th e  v a lu e  o f  the ^ ru o a i ly  a re  c h .n :g eu o lo  to  c a p ita laccount anu  £ n b j ; : t  to  sir:.:.- . . .  L a s  v sp -sc laU ea  f o r  the l i f e  o f the p ro p e rty .
(1 6 ) I r . i - r v - t .  E n te r  r .r  item  16 l r . : : r : ? r  p r.i'. c*. b v r t s c s r  In d eb ted r.tc s . I ' c r d  -r, e r r *■ • 'ra t io n s  w h o se  d i v i d e r i r  and  ln t v r o s t  I r t c o n t  W i n v ;  

a  d om ic i le  ou t.,.'! > 0:  J u u t i . D a k o t a  m ay  c .d u o t  c r l y  t h a t  am  s u n t  o f  In te re s t  exn eeve  w h ich  Is in  excess o f  the t o t a l a m o u n t  e i  d iv id en d  and  In te re s t  In com e . . . . . . . .
t l " )  A m o r t is a t io n  o f  R end  P re m iu m . E n te r  aa  I te m  17 the  a m o u n t  o f  bond p rem ium  deductib le a ;  e rp la iu c d  c a  bet tom  o f  p ace  C.
118) T e x e t , E n te r  c s  Item  IS  m u ss  pa id  o r  acc rued  w ith in  th e  In com e y o n r, tn ib o r? 'i b y  th e  U n ite d  "S -fi le a  o r  a n y  o f  i t s  no.’ s s s e lo n s , b y  a n y

S ta te , t e r r i t o r y  o r  th e  L':.=t-ict o f  C o I;:;tib sa ; excep t In h e r ita n c e  ta xe s , and E X C E P T  T H E  F K A X C I3 E  T A X  IM PO SE D  3 Y  T H IS  C H A P T E R  and  tastes assessed f o r  lo c a l b ene fit c f a k in d  in tend ing  to  inc rease  the  va lu e  o f  the p ro p e rty  aasctsed.
P R O V ID E D : On t a re s  p a id  ou ts id e  the  S ta te  c f  S o u th  D a k o t a  o n ly  such  ta x e s  aa a re  p a id  on  p ro p e r ty , o r  on  m on e y s  a n d  c re d its , th e  In com e  f r o m  w h ich  is  ta x a b le  u r.d a r tb :s  c h a p te r , m a y  be d educted .
F e d e ra l In com e  ta x , on  b u s in e ss  w ith in  and  w ith o u t  c o u th  D a k o t a , m ay  be deducted  on a  r a t io  o f  S o u th  D a k o t a  In c om e  to  t o t a l  in ­com e.
Im p o r t  o r  t a r i f f  d u t ie s  pa id  to  th e  p ro p e r  cu s tom  o f f ic e rs  r .r . i  b um pe rs , lic en se , p r iv i le g e , e x c la e  an d  s tam p  ta x e s , p a id  to  th o  In te rn a l 

re v e n u e  c o l le c to r s  and  s im i la r  ta x e s  p a id  to the  S ta te  o f  c o u th  D a k o ta , a r e  d e d u c tib le  a s  ta x e s , p ro v id e d  th ey  a re  n o t r.uded to  o r  ravde p a r t  o f  the expense.--, o f  the b us in ess c r  th e  c o s t o f  a r t ic le s  o r  m e rch acc ilsa  w ith  re sp ec t to  w h ic h  tiie.y a r c  p a id , In  v /h lc a  case  th e y  can ­n o t  be e e p a ia t j i y  deducted .
,1 0 ) R ad  P c l t f .  Schcd.-Je ( E ) .  E n te r  ar. Item  12 dcbta wh ich  h trra  b : : n  d :  I  In Ita ly  d ttoanained to bs w a rt h i : ; -  and ch a ry  :d  c f 2 r lu rh 'g  the  too; y e a r . N o  d >  

d u c t lo . i i:;- .y  ue ir .- .a u  f s r  ow l u eu :.- wi-.tch v * r s c e r . i r s c te a  p r io r  to  J a n u a ry  1, T : . r ,  n o r  f o r  t--.C C rb t ;; w n la i. a r is e  t ro m  t r a n a a c t lo n a  n o t d ire c t ly  c on nec ted  w ith  the ta x p a y e r ’ s cusi-.exc . Such  Item s m u s t be sh ow n  a s  u n a l lo w a b le  d e d u c tio n s  In sc h ed u le  I k )  on  p a g e  2. R e s .l e s ta te  o r  p e rs o n a l p ro p e r ty  ob ta in e d  th ro u g h  m o rtg a g e  fo r e c lo s u re  a re  con rudereti to  ua m e re ly  a  n o p  la  th e  c o lle c t io n  o f  a  d e b : 
and  g a in s  o r  lo s s e s  a r is in g  th e re fro m  a ssum e  the  sam e s ta tu s  a s  the o r ig in a l debt. N o  bad debts re se rv e  can be used. A G E  1017-15 ; 333 .

(2 0 ) Bcproahction . S tra ig h t lin e  on ly . E n te r  as Item  20  the  am oun t o f deductib le  dep rec ia tion  as sh ow n  by Schedu le  ( F ) .  A  re sasp .th le  E llcw .inaa f a r  the 
dc-preaia io n , exhaus tion , w ea r and  te a r an d  obsolescence o f  p ro p e r ty  u sed  In  t ra d e  o r  b u s iness w i l l  be com pu ted  o n  th e  b a sts  o f  th e  coat o l  sucb  p r o p e r ly , e x c ep t w h e re  the p ro p e r t y  w a s a c q u ire d  p r io r  to  J a n u a ry  1, 11/23. in  w h ich  case  the  b a s is  w i l l bo th e  c o s t  1cm  r e a s o n -



. FRANCHISE AND EXCISE TAX RULES AND REGULATIONS
Promulgated Pursuant to Sections 67-2721 and 67-2019, Tennessee Code Annotated
. f - .w-wiua. U-.CJet: IdX WUI HOC DG*ct to  p ro r a t io n . The iran ch iSD  ta x  w ill be p ro ra te d  t o  c o v e r  th e  p ro p o r t io n a t e  p a r t  o f  t h e  y e a r  c o v e re d  b y  the r e tu rn .

10. SURRENDER OF CHAN IER OP. W ITHDRAW AL — W hen su rrender o f charter o r w ithd raw a l from  tho State o f Tennessee is desired, 
in tention must, bo expressed to tho Secretary o : State o r to this departm ent by ths filing o f proper application fo r surrender o r w ithdrawal.
upon the filing o f p roper re tu rn s m e  payment o f nil --orporntion taxes to such date o f application whether o r not active ly engaged in busi- 

a certificate w ill be issued by this departm ent to the Eecrstzty  o f State acknowledging the righ t o f the corporation to su rrender o r w ithdraw .
A  corporation w ill be required to f. e a re tu rn  cr returns, as the cese m ay be, based on a ll fiscal closings. The excise tax w ill be based on a ll 

arnings o f the corporation  and w ill no t be subject to p rc ra tion . The franchise tax w ill be prorated according to the proportionate pa rt o f 
•ear covered by each re tu rn . The p roper measure cf the franchise tax  w ill be determ ined by using the closing near date c f surrender, w ith ­
a l o r  a closing associated w ith c r immediately preceding merger, liqu idation o r  consolidation. In  a ll cases corporations must subm it'sched- 
ef liqu idation , d istribution o r disposition o f aii assets.
11. D r'/iDENBS PA ID  TO RESIDENTS G 7 TENNESSEE —  Dividends paid, accrued c r  credited to residents o f Tennessee during the last 
ca r yea r sha ll be reported cn fo rm s prescribed by the department, as required by Section 67-2513, T.C.A.
12. REAL AND TANGIBLE PERSONAL PROPERTY —  In  Schedule I. Page 3 o f the re tu rn , the va lue o f both rea l and tangible personal 

: r ly  including inventories, .easchclds and leasehold im provements located in Tennessee anc the va lue o f such properties located every a  
s should be shown less depreciation, am ortira ticn  and depletion reserves determ ined according to good accounting practice.
13. FEDERAL INCOME REV IS IONS —  A ll federal income revisions must be shown in Schedule K  c f Page 3 o f the retu rn  under the section 

;d  “ Federa l Incomo Revisions." I f  there have been no adjustments, the word "none”  sh a ll be inserted in th is space. I f  proposed adjustments 
not been accepted fu ll pa rticu lars must be ir.ode known. •
14. TREASUP.Y STOCK —  In  determ ining capita l stock issued and outstanding as required on Page 1 a t Line 1, A, treasu ry stock sha ll not 
ducted.
15. INDEBTEDNESS —  ADEQUACY OF CAPITAL —  Toe amount o f indebtedness to be included on Line 1, C. o f Page 1 o f the re tu rn  sha ll 
xcecd the greater ct the fo llow ing amounts: ( I t  Excess of indebtedness over quick assets (cash, receivables, m arketab le investments), (2 )  
z o f capita! assets (p e r ending balance zh--et o f re tu rn ) over not worth (inc luding surp lus rese rves), i f  quick assets exceed indebtedness 
:et w orth exceeds cap ita l assets, the capital is adequate and no p a rt ot such indebtedness need be included. I f  capital is inadequate a sched- 
: determ ination must accompany return .
16. RESERVES —  A ll reserves and allocr.ticr.s o f surp lus which do not rep-esar.t deSnite and accrued legal liabilities o r r ro p a r reductions 
set accounts must be included at_Line D, Pag : 1, in determ ining the me?sure o f the franchise tax. This sha ll include the entire r t re rv ts  
id debts as perm itted under the Federal I- tw r .r .i Revenue Cede-. Unrealized pro tits resu lting from  insta llm ent sales from  pen  rna! tangible 
trty must ba included as a pare o f su rp lus cut the federa l taxes th a t would be due on the reserve account slor.c , in the reported year, m ay be 
.-ted.
17. GROSS PREM IUM S TAX —  As the gro-s prem iums tax paid m ay be used as a d irect credit against the to ta l frenchise-excise tax , it 
; i  be used as an expense in computation o f the excise tax  base.
IS . DEPLETION —  No depletion o r am ortization expense w ill fca allowed r.s a deduction against earnings o r surp lus unless the taxpayer 
title  to  o r a  lease cn the p roperty  beir.g depleted o r amortized, and such in terest is represented by a capital expenditure carried on the 
and records o f such corporation . A r.nu ri depletion o r am ortization , when allowable, m ust be computed according to the p ro ra ta  life  c f the 

*st being depleted o r according to an approved jna lhod  based on unit cost depletion. In  no  event w ill depletion o r am ortization be allowed 
;d the actual recovery o f cost.
10. CAPITAL GAINS AND LOSSES —  The entire am ount o f capita! gains ana losses m ust be considered in the fiscal period in which such 
o r losses occur; provided , however, thzre w ill be no recognition c : gain i f  p roperty  is com pu lsorily  o r in vo lun ta rily  converted as a resu lt 
destruction in whole o r in part, the ft, seizure, o r requisition o r condemnation o r th rea t o r imminence thereo f to the extent that proceeds 
:.-om are applied tow ard the purchase o f s im ila r p roperty  w ith in eighteen months and new ly acquired p roperty  is assigned the some basis 
jpe rty  o rig ina lly  held. •
20. TAXABLE INCOME —  .All income, regard less o f na tu re  o r source (inc luding a ll in terest and dividends from  fsdera l, state, 
ipal and o ther securities except those c f the State of Tennessee and its po litica l subdivisions) must be included in the measure c f the :  
•'orcign. corporations rar.y c s c u :t  r.onap ro r.ionab lc  income cs h e re ina fte r described (see Ru le  2 1 ) , but there can be no nonapporticnab le 
e  fo r domestic corporations.
21. NONAPPORTIONAELE INCOME —  Fo r foreign corporations r.or.apportionab le income is that income derived from  sources o r p roperty  
e o f Tennessee and unre lated to  Tennessee operations, as determ ined by ths commissioner, and may bo deducted in arriv ing  a t not earst­
ar excise tax purposes. Such deductions wii! be net, a fte r re la ted  expenses, and a ll p roperty , costs, sa lts o r  receipts in connection therew ith 
;  excluded in the determ ination o i ra tios in Form  F .E .7 .13. r o  reign corporations whose commercial domicile is Tennessee m ay deduct on ly  
nconic as is derived from  unre la ted rea l c r  tangible persona l proper ty outside o f Tennessee,
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A. (fhere shall be excluded from "n e t earnings” dividends received 
from  any other corporation paying excise tax  under the provisions of 
th is  chap ter where such other corporation is a  wholly owned subsid iary 
o f th e  taxpayer.

B. All entities enumerated hereinabove and taxable under th is sec­
tion  may carry .their curren t year’s losses forward two (2) y ea rs in 
computing net earnings subject to said tax.

C. There shall be excluded from  "net earn ings” any income derived 
from  bonds or o ther such obligations of the s ta te  of Tennessee, its  in­
strum en talities or political subdivisions, including bu t no t lim ited to 
counties, municipalities, u tility  districts, school d is tric ts and public 
authorities.

D. There shall be excluded from "ne t earnings” of any  organization 
o r t ru s t  which qualifies as e ither a regulated investm ent company under 
th e  provisions of U.S.C., title 2G, § Sol, or as a real e s ta te  investm ent 
t r u s t  under the provisions of U.S.C., title 26, § S5G,- th a t  portion of 
i ts  n e t earnings which is distributed to its shareholders du ring ti e 
income year or (i) w ith respect to a regulated investm ent company 
w ith in 'th ir ty  (30) days a fte r the end of the income year and (ii) w ith 
respec t to a  real esta te investment tru s t by the time required by law 
fo r th e  filing of its re tu rn  fo r the income year including the period of 
any  extension cf time granted fo r filing such return, in accordance w ith 
regu lations promulgated by the commissioner of revenue.

Every  such taxable en tity  organized and existing under and by v irtue 
of th e  laws of th is or any other state, te rrito ry  or country, or organized 
and existing w ithout any specific s ta tu to ry  authority, now or h e rea fte r 
doing business w ithin this state, w ithout domesticating or qualifying to 
do business in th is stare, or while its  ch a rte r is forfeited, revoked or 

.suspended, shall as a recompense fo r the protection of its  local activ ities 
and as compensation fo r the benefits it receives from  doing business in 
-Tennessee, pay the tax  imposed by th is chapter.

A ny corporation organized under the laws of the  s ta te  of Tennessee 
whose sole expressed corporate purpose is fo r th e  fu r th e rin g  of indus­
tria l development in communities th roughout the  state, and doing re ­
lated m a tte rs  thereto, and whose stockholders receive no income o ther 
than  in te re s t or dividends on money invested in said corporation for 
constructing industrial buildings and whose oincers receive no compen­
sation shall be exempt from  the payment o f franchise and excise taxes.

N otw ithstanding the provision of § 45-233, s ta te  charte red  banks 
shall be subject to this chapter for the year 19G9. I t  is declarc-d the legis­
lative in ten t in levying the taxes provided for herein th a t  all taxes she1.1 
be applicable eoually to s ta te  and national banks. [A cts 1S23, ch. 21, § 1; 
Shan. Supp., §723al4; Acts 1927, ch. 44, §1; mod. Code 1932, §1313; 
A cts 1937, ch. 99, § 1; 1937, ch. 176, § 1; C. Supp. 1950, § IS IS ; A cts 1951, 
ch. 140, § 1; 1955, ch. 1S5, § 1; impl. am. Acts 1959, ch. 9, § 14; Acts 
1963, ch. 33, § 1; 19G3, ch. 272, § 1; 19G7, ch. 1S9, § 1; 1970 (Adj. S.), 
ch. 446, §§ 1, 5,7; 1971, ch. 101, § 1; 1971, ch. 133, § 1; 1971, ch. 383, § 1.]

Compiler's Notes. Acts 1971, ch. 101, cent (59c) to six per cent (G9c) and increased the tax rate from five per § 2 stated that the increased tax rate
S—TENN.. VOL. 12
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levied shall be applicable thereafter to taxes whi. h and payable with all cor rear closings occurring nf 1971.Acts 1971, cli. 133, pr tax rate of five per cent t stated that this Act shaii as to all corporate closing the effective date of the 1971)., Acts 1971, ch. ?$3, ir.crc rate back to six per cent 1 stated that this .Act shaii and the increased tax rate shall ba applicable initial!- afte-r to taxes which be: payable with all corporate closings occurring on or r.: 1971, the public we’fare r.Amendments. The 1979 z: sorted "and all national business in Tennessee1* in th graph, added the fir.r.l first paragraph, and a -» paragraph.The 1971 amendment, eh. tuied the words ard cent (cC7)” for "five p:r following the words “e-ua: first paragraph cf the r: Tee 1971 amend..--..nt, v.• stituted the first r - - divisions A-D th; ;. graph which read: “All i cooperatives conducted for * stock associations and bus! erganizod under the laws o. ether than those organ.::: i welfare and not for profit, - entities organized under t. any other state or cour.isl­and doing business in Tonne■ national banks doing biffin*: nesses, shall, without except the commissioner of rover, an excise tax, in addition t taxes, equal to five per ce: 'he net carr.ir.js for their r-' f.ccal year, from business <- the state; provided, however tr.rjs shall not include div peived from any other corpo: tag excise tax under the ?r ‘-his chapter, where such *-’rn is a wholly owned subs: taxpayer; provided further, : htias enumerated hereinr.bw.-

1.
2. 3. 
t. 5.

A n al y s i s Constitutionality. Construction. Application of inx. Calculation of tax. Nature of tax.
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E X C IS E  T A X  O N  'C O RPO RATE E A R N IN G S 67-2701

1

67-263-1. Rules and regulations.— The commissioner o f revenue is 
further authorized afid empowered to make all necessary rules and 
regulations not inconsistent with the terms .of this chapter, which rules 
and regulations shall have the force and effect of la-/, fo r  the purpose 
of fu lly  carrying out and giving effect to the provisions o f this chapter. 
[Acts 1931 (2nd E. S .), ch. 20, § 15 ; C. Supp. 1950, § 1123.31; impl. am. 
Acts 1959, ch. 9, § 14; Acts 1963, ch. 271, § 3.]
Compiler's Note. Former § 67-25-10 r.s renumbered § 67-2627 end former § 6 7 -  it appears in the bound volume has been 26-SO is renumbered § C7-263-1.
67-2535. Penalty fo r violation o f rules o r failure to Cle return.—

Any person failing to file a return, as required by § 67-2614, or any 
person violating any rule or regulation that may be promulgated by the 
commissioner o f revenue under the authority vested in him in this 
chapter, or any corporation failing to furnish the information required 
by § 67-2613 shall be guilty o f a misdemeanor, and, upon conviction, 
shall be fined not less than ten dollars ($10.00) nor more than five 
hundred dollars (8500) fo r each offense. [Acts 1931 (2nd E. S .), ch. 
20, § 16 ; C. Supm 1950, § 1123.32; Acts 195-5, ch. 185, § 4 ; imp!, am. Acts 
1959, ch. 9, § 14; Acts 1933, ch. 271, § 3.]
Compiler’s Note. Former § 67-2635 us renumbered § 67-2629 and former § 67-  it appears in the bound volume has bc-en 26-11 has been renumbered § 67-2635.

67-263G— 67-2G41. [Transferred .]
Compiler’s Note. These sections have teen transferred to §§ 67-2639—57-2633.

CHAPTER 27—EXCISE TAX ON CORPORATE EARNINGS
SECTION.67-2701. Covuorations subject to tax— Rate.67-2703. No credit for other taxes—Ex­ception.67-2710. Apportionment on basis of gross receipts or net • earn­ings.1. Variation from standard ap­portionment formulas.

SECTION.67-2716. Date paymrr.t cue—Penalty— Extension of tims.67-2718. Issuance of distress warrant. 67-2719. Execution of warrant on per­sonal property.67-2720. Levy of warrant on realty. 67-2725—67-2727. [Unconstitutional.]

67-2701. Corn: rations subject to tax—Rato.—All corporations, co­
operatives conducted for profit, joint-stock associations and business 
trusts, including regulated investment companies and real estate in­vestment trusts, organized under the laws of this state, other than those for general welfare and not for profit, and ail such entities or­
ganized under the laws of any other state or country for profit and 
doing business in Tennessee and all national banks doing business in 
Tennessee, shall, without exception, pay to the commissioner of revenue annually an excise tax, in addition to all other taxes, equal to six per 
cent (6̂ 5 of tho net earning for their next preceding fiscal year, 
from business do;m wiiinii ihe state. The term "net earnings” shall be subject to the following adjustments:



Y

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

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

(9 )  The term “ stock" includes the share or unit o f 
ownerslup in a corporation as hereinabove defined.

(1 0 ) The term “ shareholder”  includes stockholder, 
member, associate or beneficiary in any corporation as here­
inabove defined.

( 1 1 ) .  The terms “ includes”  and "including”  when used 
in a definition contained in this chapter shall not be deemed to 
exclude other things otherwise within the meaning o f the 
term defined.

59-13-2. Ra le and base o f tax —  As to national banks. —  
Every national bank or national banking association located 
within this state shall annually pay to the state a tax equal tosix ner c u r  or r s

year, comm. 
inaftor ni-ovh

•-e./ding taxablel m ’-rc.y.hm
dJ:.a.ih?s s t ’.te in the manner here-

The state is hereby adopting the method numbered (4 ) 
authorized by the act of March 25, 3 926. amending section 
5219 o f the Revised Statutes o f the United States. (As 
amended 1955)

59-13-3. S late Banks and other corporations —  Minimum 
tax. —  Every bank or corporation, other than a national bank 
and corporation exempted in section 59-15-4. fo r the privilege 
o f exercising its corporate franchise or fo r the privilege 
o f doing business in the state, shall annually pay to the state 
a tax equal to six per cent o f its net income fo r the preceding 
taxable year computed and allocated to this state in the 
manner hereinafter provided, but in no case shall the tax be 
less than $25; provided, that the taxpayer may elect to pay 
the tax in fou r equal installments, in which case the firs t 
installment shall be paid on the date prescribed in this act for 
the payment o f the tax by the taxpayer, the second installment 
shall be paid on the lo th  clay o f the sixth month, the third 
installment on the lo th day o f the ninth month, and the fourth 
installment on the loth day o f the twelfth month, a lte r the 
close o f its taxable year. I f  any installment is not paid on or 
before the date fixed fo r its payment, the whole amount o f

i-

.the tax unpaid 
tax commissic

59-13-1. ( porations are wit:
' (1) Lab

(2) Prr, 
tions,

(a )exclusivb ben, 
ing  under the

(b )cident or othc-or association.
(3) Cc-n ly for the ben for profit; as. purposes as a charter to cm that purpose, the benefit of
(4) C, foundation, o: charitable, sc : the prevention net earnings shareholder oi
(5 ) Bus boards or b o n  pax-t of the n r private share!.
(6) Civ: px-ofit but o p  welfare, and ! of which is i i r.  corporation in of which are <. recreational p
( 7 )  C !u ' ure, recreatice the net carnin shareholder o>
(8 ) Bern local characle: or cooperative eighty-five per
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all such stock (other than nonvoting preferred stock, the 
owners of which are not entitled or perm itted to participate, 
d irectly or indirectly, in the profits of the corporation, upon 
dissolution o r otherwise, beyond the fixed dividends) is 
owned by such association, or members thereof; nor shall 
exemption be denied any such corporation because there is 
accumulated and maintained by it a reserve required by state 
law o r a reasonable reserve fo r any necessary purpose.

(11) Corporations organized for the exclusive purpose 
o f holding title  to property, collecting income therefrom , and 
tu rn in g  over the entire amount thereof, less expenses, to an 
organization which itself is exempt from  the tax  imposed by 
th is  chapter.

(12) Federal land banks, national farm-loan associa­
tion s and federal interm ediate credit banks and other federal 
agencies.

* (13) Employees’ voluntary beneficial associations pro­
v id ing for the payment of life, sick, accident or other benefits 
to  members, or th e ir dependents, if

(a) No p a rt of th e ir net earnings inures (other
th an  through such payments) to the benefit of any private
shareholder o r .ndividual, and

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

(14) Teachers’ re tirem ent association of purely local 
character, if

(a) No p a rt of th e ir net earn ings inures (other 
th an  through payment of re tirem en t benefits) to the benefit 
of any private shareholder or individual, and

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

(15) Insurance companies which are  otherw ise taxed 
upon th e ir premiums.

(16) Corporations whose sole business consists of hold­
ing the stock o f other corporations fo r the purpose of con­
tro lling  the management of affa irs of such other corporations, 
i f  such ocher corporations make re tu rn s under th is chapter.

59-13-5. Gross Income.
Defined.

(1) “Gross income” includes gains, pro fits and income 
derived from  services, of w hatever kind in whatever form  
paid, or from  trades, businesses, commerce or sales, o r deal­
ings in property, whether real o: personal, grow ing out of the 
ownership or use of or in te rest in such property; also from
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| in terest, ren t dividends or securities or the transaction  o f any 
I business carried on fo r gain o r profit, or gains o r'p ro fits  and 
J income derived from any source whatever.

Exclusions from  Gross’ Income.
(2) The following items shall r.ot be included in gross 

income in computing the tax. under th is  chapter.
L ife Insurance.

(a) Amounts received under a life insurance con­
tra c t paid by reason of the death of the insured, whether in a 
single sum or in installments (but i f  such amounts are held by 
the in su re r under an agreement to pay in te re s t thereon, the 
in te re s t payments shall be included in gross income).
Annuities or Endowments.: • (b) Amounts received (other than amounts paidby reason of the death of the insured and in te re s t payments 
on such amounts) under a life insurance endowment or an­nuity contract, but if such amounts (when added to amounts received before the taxable year under such contract) exceed 
the aggregate prem iums or consideration paid (whether or 
no t paid during the taxable year), then the excess shall be in­cluded in gross income. In the case of a tra n s fe r  fo r a v duable 
consideration, by assignment or otherwise, of a life insurance, 
endowment or annuity contract, or any in te rest therein, only 
the  actual v a lu e  of sue'.; c o r s :r : : - r r t:cn and the amount Oi the 
prem iums and other sums subsequently paid by the transferee 
shall be excluded under this subsection or subsection (2) (a) 
of th is  section.
Gifts, Bequests and Devises.

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

(3) Whenever in the opinion o f the tax  commission the use of inventories is necessary in o rder clearly to determ ine the income of any taxpayer, inventories shall be taken by such 
taxpayer upon such basis as the  tax commission may prescribe, 
conforming as nearly as may be to the best accounting practice in the trade or business, and as most clearly reflecting the income. .
Distributions by Corporations. _ •

(4) D istributions by corporations shall be included in 
gross income of the shareholders as provided in section 59- 
13-14. . .
D eterm ination of Gain o r Loss.

(5) In the case of a sale o r o ther disposition of prop­erty, the gain o r loss shall be computed as provided in sections 
69-13-11, 59-13-12 and 59-13-13.
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