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BAE JORW Mron 6, 1973

UNFINISHED BUSINESS

Senator Oroh moved reconsideration of SENATE COMMITTEE
SUBSTITUTE FOR HOUSE BILL NO. 57 am S.

HOUSE BILLS IN THIRD READING

SENATE COMMITTEE SUBSTITUTE FOR HOUSE BILL NO. 57 am S
(business license tax on banks) was considered in third
reading.

Senator Oroh 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, it was so ordered.

Senator Hohman moved and asked unanimous consent that

the reconsideration of COMMITTEE SUBSTITUTE FOR SENATE
iilLL NO. 150 am (annexation of military reservations) and
COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 151 (Rules)
élocal government boundaries) be held over one legislative
) ay. Senator Hohman then withdrew his motion.

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
roll call of the Senate be waived and that the record
reflect all members present. There being no objection, it
was so ordered.



Oi JLnal sponsar: _Rules Committee
by requestpof t%e Governor

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 entitled: "An Act relating to tho Alaska business license tax
on national banks and state banks, trust companies
and savings and loan associations; and providing for
, an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
s Section 1. AS 43.70.030(b) is amended to read:
(b) The license fee for each national bank and state bank, trust
company and savings and loan association Is six [TV/0] per cent of
Its net income. Net Income means the taxable income of each such
taxpayer before net operating loss deduction and special deductions,
computed as required under the Internal Revenue Code of the United
States and includes all other income including income from federal,
state or municipal obligation. Each of these taxpayers shall submit
a copy of the Income tax return which It files with the United States
Collector of Internal Revenue and shall notify the commissioner of
revenue in writing of any alteration or modification of the federal
Income tax return and of a recomputation of tax or determination of
deficiency. The taxpayer who files his federal return on a fiscal
year basis shall in addition submit a statement setting out all
Information which would be required and reported In a federal income
tax return prepared for the calendar year. This statement shall be
In the same form as a federal income tax return and the net income
shall be computed as required under the Internal Revenue Code. The
statement shall be submitted to the commissioner of revenue before

-1- SCSHB 57



the sixteenth day of April after the close of the calendar year.
* Sec. 2. This Act is retroactive to January 1, 1973.
* Sec. 3. This Act takes effect on the day after its passage and approval
or on the day it becomes law without approval.

SCSHB 57 -
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Introduced: 1/12/73
Referred: Commerce and
Finance

BY THE RULES COMMITTEE BY

IN THE HOUSE REQUEST OF THE GOVERNOR

For

BE

HOUSE BILL NO. 57
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SESSION
A BILL

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

on national banks and state banks, trust companies
and savings and loan associations; and providing for

an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

H Section 1. AS 43-70.030(b) is amended to read:

(b) The license fee for each national bank and state bank, trust
company and savings and loan association is eight [TOO] per cent' of
its net income. Net income means the taxable income of each such
taxpayer before net operating loss deduction and special deductions,

computed as required under the Internal Revenue Code of the United

States and includes all other income including income from federal,
state or municipal obligation. Each of these taxpayers shall submit

a copy of the income tax return which it files with the United States
Collector of Internal Revenue and shall notify the commissioner of
revenue in writing of any alteration or modification of the federal
income tax return and of a recomputation of tax or determination of
deficiency. The taxpayer who files his federal return on a fiscal
year basis shall in addition submit a statement setting out all
information which would be required and reported in a federal income
tax return prepared for the calendar year. This statement shall be
in the same form as a federal income tax return and the net income

shall be computed as required under the Internal Revenue Code. The

statement shall be submitted to the commissioner of revenue bhefore

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

BY THE RULES COMMITTEE BY

| IN THE HOUSE REQUEST OF THE GOVERNOR
2 HOUSE BILL NO. 57

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 EIGHTH LEGISLATURE - FIRST SESSION

5 A BILL

O For an Act entitled: "An Act relating to the Alaska business license tax
7 on national banks and state banks, trust companies

and savings and loan associations; and providing for

an effective date."

B5 © o

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

I * Section 1. AS ~3.70.030(b) is amended to read:

D (b) The license fee for each national bank and state bank, trust
B company and savings and loan association Is six [TV/O] per cent of

L its net income. Net income means the taxable income of each such

B taxpayer before net operating loss deduction and special deductions,
B computed as required under the Internal Revenue Code of the United

17 States and includes all other income including income from federal,
1B state or municipal obligation. Each of these taxpayers shall submit
19 a copy of the income tax return which it files with the United States
A Collector of Internal Revenue and shall notify the commissioner of
2 revenue in writing of any alteration or modification of the federal
/A income tax return and of a recomputation of tax or determination of
23 deficiency. The taxpayer who files his federal return on a fiscal
24 year basis shall in addition submit a statement setting out all

25 information which would be required and reported in a federal income
26 tax return prepared for the calendar year. This statement shall be
27 in the same form as a federal income tax return and the net Income

28 shall be computed as required under the Internal Revenue Code. The

statement shall be submitted to the commissioner of revenue before

-1- HB 57
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HOUSE BILL 57 (Bank Tax)

e e e e 6 7 P8
e mows BB

0q. 440.0 ~ : 520.0 560.0  *pda.
SR %gg:g 312. 336.0 350:0

i 0

160.0 T?%.8 208.0 224:0 2To70
, 660.0 720.0 780.0 840.0 900.0
396.0 i 468.0 504.0 540.0

- 264.0 §§§.8 312.0 336.0 360.0
600 660.0 7%%'8 786.0 840.0 900.0
300. 396. 0 432, §T§_8 504.0 540.0
240.0 264 .0 268.0 . 336.0 360.0
000. 880.0 960.0 1,040.0 1,120.0  1,200.0
400- 528.0 576.0 624.0 672.0 720.0
320.0 352.0 384 .0 416.0 448.0 = 480.0



* o Easka

PR b Stevenson

Actin? Commissioner

Department of Re

AP=.m | & IwuW & 'G jti* f

venue
DAE  January 18, 1973

RM L. P. Carroll, Chief SBECT.  House Bill 57 (As Amended by

Miscellaneous Ta

x Section House Commerce Committee)
Increasing the Alaska Bank Tax

In response to ytour request for research on House Bill 57 (As Amended by House

; Commerce Ccp.uni
. from 2% to 8% of
may be required.

Effect on Treasu

ee), raising the tax on banks and other financial instititions
net income, the following is submitted for transmitting as

ry:

. FY T3 FIY 74 FIY 75 FIY 76 FIY 71 FIY 78

Estimate of Net
State Taxable

Income of Banks 10,1 1,000 11,000,000 12,000,000 13,000,000 14,000,000 15,000,000

Tax at Present

Rate of 2% " " 200,
Tax at Proposed
Rate of &%- 800,
Net [ncrease to
General Fund 600,

Problems of Adm
General Comments
(Attachment 1) 1,

(Attachment 2) 2.

000 220,000 © 240,000 260,000 280,000 300,000
000 880,000 960,000 1,040,000 1,120,000 1,200,000
000 660,000 720,000 780,000 840,000 900,000

inistration: None
. Attachments | and' 2 support the following conclusions:

Of the 50 States, 28 States use an excise or income tax structure
with an average rate of 6.91%; 22 States utilize a method other
than excise/income.

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

In summary, Alaska's present bank tax system is the method used by most excise/franchise

tax States. How
iIndeed, the avera

ever, the 2% tax we impose is well below any other State, or
ge of all other states.



MEMO

R. D. Stevenson January 18, 1973 Page 2

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

Historical Note:

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

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

LPC:fd
Attachments



¢ r R. D. Stevenson

Actin? Commissioner
Department of Revenue

DAE ' January 17, 1973
ROM L. P. Carroll, Chie subject- House B ill 57

Miscellaneous Tax Section Increasing the Alaska Bank Tax «m

In response to your request for research on House Bill 57, raising the tax on

hanks and other financial institutions from 2% to 6% of net income, the

following is submitted for transmitting as may be required.
Effect on Treasury:

, FIY 73 FIY 74 FIYT5 FIY 76 "ORIY T
Estimate of Net' -
State Taxable

ni

CGFIY T8

Income of Banks" 10,000,000"«ii,000,000"* 12,000,000  137000;00Cr ""147000,000 ~ 15,000,000

Tax at Present

Rate of 2%../ 200,000 .220,000 .. . 240,000... . .260,000 280,000 300,000
Tax at Proposed
Rate of 6% m600,000 ' 660,000 720,000 780,000 840,000 ~ 900,000
Net Increase to
General Fund — —ma'-400,000" " 440,000 —480-,000 - -+-520,000 - 560,000 600,000 '

Problems of Administration: None ' 1 o

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

(Attachment 1) 1. Of the 50 States, 28'States use an excise or income tax structure

o with an average rate of 6.91%. 22 States utilize a method other

than excise/income. L ,

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

In summary, Alaska's present bank tax system is d\e method used by most excise/franchi
tax States. However, the 2% tax we-impose is well below any other State, or
indeed, the average of all other States. e



The Alaska bank license tax is a deductable item on the U. S. Corporation,
Income Tax Return for banks as taxpayers. What this in effect means is that
Federal taxes are lessened by the amount of the Alaska fax times the _
a?phcable Federal Corporation Tax Rate. For banks having a taxable net income
of $25,000.00 or more, the Federal tax rate 1s 48% of net”income in excess of .
$25,000.00.  Thus, for a bank paying $20,000.00 in Alaska bank license taxes
the savings on the Federal Corporation Return would be $9,600.00, or almost
half of the Alaska bank license tax paid. The Federal Corporation Tax Rate

for banks netting less than $25,000.00 is 26%.

Historical Note:

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

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

LPC:fd
-Attachments



I , . <P
bam; excise or _income tax summary

I BY STATE OR COMMONWEALTH

ALABAMA

Excise Tax - Financial institutions - 67. of taxable net income. (1)
Net income includes U. S. and municipal bond interest. (2)(3)

] . ALASKA

The license fee for each national bank and state bank, trust comPany and savings
and loan association to 2%-of its net income. Net income means the taxable
income of each such taxpayer before net operating loss deduction and special
deductions, computed as réquired under the Internal Revenue Code of the United
States and includes all other income including income from federal, state or
-municipal obligations. (A) —

' ARIZONA

Taxed under general income tax, Cor&mratmn and_financial institutions —

1st $1,000 =20, 2nd $1,000 - 3% 3rd $1,000 - 47.; 4th $1,000 - 57.. 5th $1,000 - 67,

6th $1,000 - 7% over $6,000 - 37. (1) _ v o

--Net-income excludes U. S. and municipal bond interest from measure of income and
allocates same against deductions. (2)(3)

| * CALIFORNIA

Taxed under bank and corporation franchise tax'- national and state banks and
"financial corporations - adjusted annuallgwnh maximum of 11%;minimum for
financial corporations other than banks, 7/. butnot lessthan $100. (1)

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

COLORADO

..Taxed -under general income tax - corporation, banks, trust, finance savings and
loan companies and cooperatives - 5% of Colorado income.

—Net income excludes U. S. and municipal bond interest; however, some local
obligations are included. . ~!

HAWAII ,

Banic franchise tax—1L.77. of net income of banks and other financial institutions. (1)
Net income includes U. S. and municipal bond interest. (2)

' IDAHO

Taxed under ﬁeneral income tax--Banks and corporations - 6/. for exercising corpo-
-ration franchise; 67, of net income for corporations not subject to corporation
franchise tax. o .

Net income includes U. S. and municipal bond interest, however, excludes Idaho
bond interest. (3



Taxed Under general income tax--Financial institutions - first $25,000 of taxable
net income - 5%; next $50,000 - 6% next $25,000 - 7%; over$100,000 -8%. (1)
Net mcotme |rt1cludes U. S. and municipal bond interest, however.excludes lowa
bond interest,

- LS ~ KANSAS " oh

Taxable UNnder excise tax--3anks, trust companies, savings and loan associations
and development credit corporations: 5% on net income In lieu of tax on stock or
assets. For taxahle years begjnmn% after 1970, the tax on bank and development
credit corporation net income is 5-I/2% plus a 2-1/4% surtax on net income over

$25,000, The tax on trust companies and savm%s and 'loan associations is 5% plus
a- 2-1/4% surtax on net income over $25,000. (]

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

MICHIGAN

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

Hi*, MARYLAND N ——

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

MASSACHUSETTS |

TSy A -

Taxable Under‘corporation excise tax - Banks, banking associations and trust companies
10% of net income plus 14% surtax. Savings and cooperative banks, savings ard loan
associations - 1% of net OFeratlng income"and 1/20th of 1% of deposits each six
months plus 14% surtax. (1) o L

Net income includes U.S. and municipal bond interest. "3

MINNESOTA

Taxable under excise tax - Banks 9.5% (10.5% for taxable years bePinning after
December 31, 1966 and hefore January 1, 1974) plus 1.9% for.taxable years beglnnmg
after 1958. and before 1974. The base rate and additional tax are-increased by 10%
for taxable years beginning after 1960 and before 1974. (1)(2

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

MISSOUR

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

Montana V- ’

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

Net income excludes U. S. and municipal bond interest and allocates can>



NEBRASKA

Taxed -under (Fo'r oration income tax - 2% of federal tax liability allocated and
apPolrtloned to Nebraska. o ,

Net income excludes U. S. and municipal bond interest and allocates same pro-
portion agamlst deductions, (2) f m
0! NEW MEXICO ,

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

NEW YORK

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

" *  NORTH CAROLINA Lo~ N

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

m\et income includes U. S. and municipal bond interest, however, excludes North
Carolina bond interest. (2) ... .« . I J

.NORTH DAKOTA L
Taxed under58eneral excise tax - Banks and trust companies (excise income) - 5%.

Minimum - $50. An additional 2% tax is imposed.
Net income includes U. S. and municipal bond interest. (2) . m]
Lo m i OKLAHOMA

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

OREGON

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

| RHODE ISLAND,

Taxed under business corporation'tax - State banks - 8% of net income or $2.50 per
$10,000 of authorised capital stock (whichever is higher); minimum $50.  National
banks - 8% of net income apportioned to state. (1)

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



o SOUTH CAROLINA

Taxed under excise tax - Banks - 4-1/2% of entire net income in the state. Savings
and loan and similar associations, cooperative banks- 8% of net income (not
applicable in first three years of operation). (1)

Net income of banks include U. S. and.municipal = bond interest, however, savings
and loan net income excludes same and allocates it against deductions. (3)
' ' .. . SOUTH DAKQOTA ' LRt

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

. -+ . " TENNESSEE

Taxed under corEoranon excise tax - 5% (6% for fiscal year closings o_ccurrmg on
wor after June 15, 1971) of net earnings from business done b?/ corporations and
'‘hanks within the state. Building and loan associations, including federal savings and
loan associations, 7% of net income, effective July 1, 1971. (1

Net income includes U. S. and municipal bond interest, however, excludes Tennessee
bond interest. (2)

UTAH

Taxed under corporation franchise tax - National banks - 6% of net income allocated
to state - State banks and corporations - 6% of net income or $25. (1)

Net income includes U. S. and municipal bond interest, however, excludes some Utah
bond interest. (3)

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

FOOTNOTES: _
1. Ref: State Tax Handbook as of October 1, 1971, published by
Commerce Clearing House. Inc.

» 2. Note: Per supporting abbreviated documentation which is filed with
Committee Chalrman, i

<m 3 Confirmed via phoné with Department of Revenue, confirming letter
and documentation forthcoming.



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

ARKANSAS

Taxed under Corporation franchise tax - Domestic—11/100 of 1% of proportion of
subscribed capital stock employed in the state. _Dom% no business in the state
$5. Foreign—11/100 of 1% of proportion of capital stock representing proPerty
ovmed and Used in business transacted in the state. No par stock valued a

$25 per share—minimum—$11.

s CONNECTICUT

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

‘ * e o« "T-e o DELAWARE

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

FLORIDA

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

.GEORGIA ' 00y el . o

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

ILLINO/IS ~

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

v INDIANA © s s s
Taxed under Financial institutions tax--25¢ per $100 measured by the value of

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



Taxed under Intténgibles tax—Bank deposits, 1/1000 of 1% of the amount of the
deposit. |4 vl
’ LOUISIANA ’

Taxed under CorPoration franchise tax--§1.50 per $1,000 bawsed on issued and" out-
standing capital stock, surplus, undivided Profjts, and borrowed capital. ‘Minimum
$10. Value of stock with or without par va

ue is the value reflected by the
corporation's books.

MAINE * Y-
Taxed under Domestic corPoration franchise tax--par value'stocks". graduated from
$10 for $50,000 or less to S100 for $1,000,000 plus $50 per additional $1,000,000;
mo par stock: from S10 for 250 shares or less to $100 for 10,000shares plus $50
ofcer additional 10,000 shares. ' - o e -
MISSISSIPP] "n t - ? "

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

NEVADA

Taxed under General property tax—35% of full cash value ofreal and tan([]ible personal .
property. Aggregate oi state and local rates fixed to meetbudget; not fo exceed 5¢
per.'$| of .assessed valuation.” Bank shares and realty--35% of full cash value.

NEW HAMPSHIRE K

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

. NEW JERSEY o ¥

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

OHIO

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

PENNSYLVANIA

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



1

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

receipts.
TEXAS j

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

6 VERMONT

-Taxed under General income tax—Domestic and foreign—6% of net income from business
vdone within the state.-— Minimum-$25. Banking corporations and loan associations .
‘are subject to a 670 franchise tax reduced by the amount of corporation income tax

.paid,
VIRGINIA

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

WASHINGTON

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

- WEST VIRGINIA "\ -

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

WYOMING ~

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

and employed in Wyoming.

Reference: State Tax Handbook as of 10/1/71 Commerce Clearing House, Inc.
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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Original sponsor. Rules Committee by
request of the Gavernor

IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR HOUSE BILL NO.57
IN THE LEGISLATURE OF THESTATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to lending institutions; and providing
for an effective date."
BE IT ENACTED BY THE LEGISLATURE or THE STATE or ALASKA:
* Section 1. AS 43.70«030(b) is amended to read: .
(b) The license fee for each national hank and state bank, trust
company and savings and loan association is six [TV/Q] per cent of its
net income. Net income means the taxable income of each such taxpayer
before net operating loss deduction and special deductions, computed
as required under the Internal Revenue Code of the United States and
includes all other income including income from federal, state or
municipal obligation but not including income from any obligation of
the state, political subdivisions of the state, and public corporations
of the state. Each of.these taxpayers shall submit a copy of the
income tax return which it files with the United States Collector of
Internal Revenue and shall notify the commissioner of revenue in writing
of any alteration or modification of the federal income tax return and
of a recomputation of tax or determination of deficiency. The tax-
payer who files his federal return on a fiscal yearbasis shall in
addition submit a statement setting out all informationwhichwould be
required and reported in a federal Income tax return prepared for the
calendar year. This statement shall be in the same form as a federal
Income tax return and the net income shall be computed as required

under the Internal Revenue Code. The statement shall be submitted to
the commissioner of revenue before the sixteenth day of April after
-1- - SCSHB 57 (Finance)
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the close of the calendar year.
Sec. 2.-7 AS 45.45.010(b) 1Is 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

"o
cent a year rate may be exceeded under the ézllowing circumstances:

(1) 1in a loan not involving real estate or in a loan, con-
tract or commitment covering a one- to four-family dwelling the iIntey-
est rate may not exceed TfTour percentage points above the annual rate-”
char%ed member banks for advances by the 12th Federal Reserve District
thaglprevailed on the TfTirst day of the month preceding the commencement
of that calendar quarter;

(2 in a loan, contract or commitment secured b; 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. 6* AS 45*45_.010 1is amenﬂed by adding new subsections to read:

(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 iIn 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) 1is repealed.
*

- SCSHB 57 (Finance)
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* Sec. 5 Section 1l-is retroactive to January 1, 1973.

* Sec. "6.

approval

or on the day

it becomes

This Act takes effect on the day after its passage and

law without approval.

3-

SCShB 57 (Finance)



Original sponsor: Rules Committee Offered: 2/27/73
by request of the Governor Referred: 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 entitled: "An Act relating to the Alaska business license tax
on national banks and state banks, trust companies
and savings and loan associations; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 43.70.030(b) is amended to read:
(b) The license fee for each national bank and state bank, trust
company and savings and loan association is six [TWO] per cent of
its net income. Net income means the taxable income of each such
taxpayer before net operating loss deduction and special deductions,
computed as required under the Internal Revenue Code of the United
States and includes all other income including income from federal,
state or municipal obligation. Each of these taxpayers shall submit
a cc y of the income tax return which it files with the United States
Collector of Internal Revenue and shall notify the commissioner of
revenue in writing of any alteration or modification of the federal
income tax return and of a recomputation of tax or determination of
deficiency. The taxpayer who files his federal return on a fiscal
year basis shall in addition submit a statement setting out all
information which would be required and reported in a federal income
tax return prepared for the calendar year. This statement shall be
in the same form as a federal income tax return and the net income
shall be computed as required under the Internal Revenue Code. The

statement shall be submitted to the commissioner of revenue before
-1- SCSHB 57
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Introduced: 1/12/73
Referred: Commerce and
Finance
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HOUSE BILL NO. 57
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SESSION
A BILL

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

on national banks and state banks, trust companies
and savings and loan associations; and providing for
an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS )3.70.030(b) is amended to read:

(b) The license fee for each national bank and state bank, trust
company and savings and loan association is eight [TWO] per cent of
its net income. Net income means the taxable income of each such
taxpayer before net operating loss deduction and special deductions,

computed as required under the Internal Revenue Code of the United
States and includes all other income including income from federal,

state or municipal obligation. Each of these taxpayers shall submit
a copy of the income tax return which it files with the United States

Collector of Internal Revenue and shall notify the commissioner of
revenue in writing of any alteration or modification of the federal
income tax return and of a recomputation of tax or determination of

deficiency. The taxpayer who files his federal return on a fiscal
year basis shall in addition submit a statement setting out all

information which would be required and reported in a federal income
tax return prepared for the calendar year. This statement shall be
in the same form as a federal income tax return and the net income

shall be computed as required under the Internal Revenue Code. The
statement shall be submitted to the commissioner of revenue before

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

IN THE HOUSE EEQEEET RBLE?HEOWER[IEBR o

HOUSE BILL NO. s7
IN THE LEGISLATURE OF THE STATE OF ALASKA
EIGHTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska business license tax
on national banks and state banks, trust companies
and savings and loan associations; and providing for
an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
s Section 1. AS 73.70.030(b) is amended to read:
(b) The license fee for each national bank and state bank, trust
company and savings and loan association is six [TWO] per cent of
its net income. Net income means the taxable income of each such
taxpayer before net operating loss deduction and special deductions,

computed as required under the Internal Revenue Code of the United
States and includes all other income including income from federal,
state or municipal obligation. Each of these taxpayers shall submit
a copy of the income tax return which it files with the United States

Collector of Internal Revenue and shall notify the commissioner of
revenue in writing of any alteration or modification of the federal
income tax return and of a recomputation of tax or determination of

deficiency. The taxpayer vho files his federal return on a fiscal
year hasis shall in addition submit a statement setting out all

information which would be required and reported in a federal income
tax return prepared for the calendar year. This statement shall be
in the same form as a federal income tax return and the net income

shall be computed as required under the Internal Revenue Code. The
statement shall be submitted to the commissioner of revenue before

o1 - HB 57



2

[@»] &)] IN w

oo

24

25

26

27

28

29

the

# Sec.
* Sec.

approval

sixteenthday of April after the close of the calendaryear.
2. ThisActis retroactive to January 1, 1973.

3- ThisActtakes effect on the day after its passage and
or on thedayit becomes law without approval.
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ATE
(?IALASKA

| R. D. Stevenson
Actm? Commissioner

Department of Revenue
DNE , January 18, 1973

from L. P. Carroll,_Chief JBETT  House Bill 57 (As Amended by
Miscellaneous Tax Section House Commerce Committee)
Increasing the Alaska Bank Tax

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

Effect on Treasury:
F/Y 73 F/Y 74 F/Y 75 F/Y 76 F/Y T7 F/Y 78
stimate of Net
tate Taxable
12,000,000 13,000,000 14,000,000 15,000,000

ax at Present

te of 2 200,000 220,000 240,000 260,000 280,000 300,000
ax at Proposed
te of & 800,000 880,000 960,000 1,040,000 1,120,000 1,200,000
et Increase to
enera/ Fund 600,000 660,000 720,000 780,000 840,000 900,000

Problems of Administration; None
General Comments; Attachments 1 and 2 support the following conclusions:

(Attachment 1) 1. Of the 50 States, 28 States use an excise or_income tax structure
with an average rate of 6.91%. 22 States utilize a method other

than excise/income.

(Attachment 2) 2. Of these 28 States, 18 are franchise excise tax systems, 16 of
which include interest of U $. and municipal bond interest in
the measure of net taxable income (including Alaska) and have an
average tax rate of 7.8%. | attach a graph’illustrating the tax
rate of these 16 States. You will noté a high of 13.7% in
Minnesota to a low of 26 In Alaska.

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



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

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

for banks netting less than $25,000.00 is 26%.

Historical llote:

The tax on banks was established in 1950 at 2% of taxable income. At that time,
individuals and_all other corporations were paying 10% of the then effective
Federal Income Tax Rates.

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

LPC:fd
Attachments






EXHIBIT (A)
A

Comparison of @ Non Financial Institution Corporation with a Financia
Institution with the Same Taxable Income Under Present Rates.

Gross Income

Less Non Taxable
State & Local
Bond Interest

Adjusted Gross
Income

Less Operating
Expenses and
Depreciation

Taxable Income
Add State and
Local Bond Int

on Banks Net
Taxable Income

Alaska Corporation
Tax

Alaska Business
License Tax

Total Tax

Expressed as a %
of Net Taxable

Non Financial
Corporation

20,000,000

20,000,000

16,000,000

4,000,000

-0-
4,000,000

$ 374,400 = 9.36% Effective

400
49,750

$ 50,150
$ 424,550

10.61%

Alaska Corp. Tax

Bank.
Corporation

20,000,000

(2,100,000

17,900,000

16,000,000

1,900,000

2,100,000
4,000,000

-0- = Not Subject to
Alaska Corp. Tax

Tax on First $100,000

of Gross Recelpts
Tax on Excess of

$ 80,000 = 2% of

$100,000 Gross Receipts

$ 80,000

Y

Net Income



EXHIBIT (B) V

Effect of Alaska Bank License Tax
on Federal Corporation Tax of a
Financial Corporation,

We will utilize the same figures used in Exhibit (A) and show the effect of
the Alaska Tax at the present 2% rate and the proposed 8% rate.

Federal Taxable

Income $1,900,000 $1,900,000

Less Alaska Tax Paid 80,000 = 2% Rate 320,000 = 8% Rate
Adjusted Federal

Taxahle Income $1,820,000 $1,580,000

Federal Tax 26% on

First $25,000 $ 6,500 $ 6,500

48% on Excess of

$25,000 $ 861,600 $ 746,400

Total Federal

Corporation Tax $ 868,100 $ 752,900

Thus it may be shown that while Alaska Bank License_Tax increased by $240,000,
there is a“savings on the Federal Corporate Income Tax Return of $115,200 or

8% of the Alaska tax increase. The net cost to financial institutions being
$124,800, not $240,000.
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CHAPTER 18
Excise Tax on Financial Institutions.
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CHAPTER 170

SENATE"BILL 84

AN ACT
ARTICLE 1. GENERAL PROVISIONS

a2-901. Method of taxing national banking associations

National banking associations shall be taxed on their net
Income under title 43 and shall in addition be subject to all
other taxes authorized by section 5219, United States Revised
Statutes as amended, levied or imposed by the state or any
political subdivision thereof. The commission shall determine
the allowable cost factor~attributable to exemnt income from
United States government obligations ana municipal bonds, and
may by rules and regulations prescribe any information neces-
sary 10 make such determination.

42-902. Method of taxing banks, Investment companies

and Savings and loan associations



§ 23185 — 18 —

. 23185, Evidence of offset, [é)perative January 1, 19Gb.] At tlie
time of payment of the tax, each taxpayer cIa_|m|n% an offset_agamst
the tax, pursuant to Section 2318-1, shalf submit to the Franchisé Tax
Elgar%% evidence In suclt form as it shall prescribe in support of said

OB AT Yo P Bl PR o e sy e

231852, Rate applicable to offset, If 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 s0
gg%%trjetl%do r;s,hall be added to and included in the tax of the financial

23185b. Refund after offset If 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 ong 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 re atm,g
to delinquent first installment taxes shall be applicable to such rax i

Jtis not pajd on gr beforﬁns duedate. ... . .
o - SHOSt ax Y oL cammis:
o TR

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, allocablg 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,
requifed to be paid to this state as franchise faxes according fo or
measured_hy such net income, and required to be paid to this state
or its poljtical subdivisions by such corporatigns as personal [opertﬁ
taxes during the grecedmg cdlendar year or fiscal ){ears ended in'suc
calendar year; provided, However, that said rate of tax shall not exceed
1 gercent. The,percentalge 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 cdetermined by ascer-
taining the ratio which the total amount of such, personal properly
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24273, Commodtty Credit loans, _8) 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
or the mcome year in which received.
f a taxpayer exeruses the election provided for_ in subsection
5 or an mcome ear then' the method of computing income S0
o ted shall be adhe ed to with respect to all subsequent mcome years
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The Minnesota Identification Number means your Minnesota Employer's Number or your Minnesota Sales and

IMnnoTA v'T k Use Tax Number. If you
uiu U tflrtill’ number will be assigned.
.NOTE: V The Federal Em
k Revenue Service.

do not have a .Minnesota Number, you should contact the Withholding Unit and a

ployer's Identification Number iS the number assigned to the corporation by the Internal

Instruction numbers b-?lov/ refer to item numbers on I'nge 1 of return.

RETURNS BY BANK CORPORATIONS

Every corporation .upon which the tax is imposed must file a
true and accurate return of its income or loss for the taxable
period, regardless of the state.of incorporation, if its taxable net
Income is in excess of 5500 or its ?ross income exceeds 55,000.
This return .must be sigried by an officer of the corporation.

Section 290.361 imposes an excise tnx measured by net in-
come on National and State Banks. This tax imposed upon Na-
tional and State Banks is in lieu of all taxes upon the capital,
surplus, property, assets and shares of such banks, except taxes
imposed upon real property.

National and State Banks required to file a return must use
Form M-S.

Every corporation filing a return shall complete all of the
Tarious schedules provided in the return. Where the space pro-
vided in tiie schedule is not sufficient to submit all of the in-
formation a schedule should be attached to the return.

Taxpayers shall employ the same accounting period on which
they report, or would be required to report, their net income
under the Internal Revenue Code. A taxpayer may change his ac-
counting period only wiLh the consent of the Commissioner. The
request should be made on Form 124,

Whenever a corporation which is required to file an income
tax return is affiliated with or related to any ether corporation
through stock ownerik.p by the same interests or us a pr-cnt or
subsidiary corporation, or has its income regulated through con-
tract or other arrangements, the information required in Schedule
N. Paec 4. must be detailed.

Receivers, trustees in bankruptcy or assignees.operating the
business property of a corporation must make returns of income
for such corporations. If a receiver has full custody of and con-
trol over the business cr property of a corporation, he shall be
deemed to be operating such business or property whether he is
engaged in carrying on the business for v.hich the corporation
was organized or orly in marshalling, selling, and disposing of
its assets for purposes of liquidation.

INSTRUCTIONS FOR PAGE 1

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

f National and State Banks must include in gross income in-
| terest upon obligations o: the United States and its possessions
as well as interest on obligations cf the Stale of Minnesota or its
subdivisions, any of its municipalities or any of its governmental
agencies or instrumentaiities.

Section 290.09 (13) of the Income and Excise Tax Act makes
provision for'amortization of bond premiums in accordance with
the provisions of Section 17.1 of the internal Revenue Code. Where
interest income has teen reduced by deduction of amortization of
bond premium a'statement should be attached showing the com-
putation of the deduction.

In the case of obli?ations of the United States issued at a
discount and redeemable for fixed d,mounts incieasing at stated
Intervals*(for example, United States Savings Bends) a corporate
taxpayer on the cash basis may elect to treat such increase ns
Income during the taxable year. Toe taxpayer so electing shall
report such Income an interest and attach a statement listing

on

2. & 3. Rents and Royalties From Property —Enter on Line

2 tiie gross amount of rent. Deductions claimed for repairs, inter-
est, taxes and depreciation cf such property should be detailed
on a separate schedule and included as one of the items of other
deductions on Page 3, Schedule ! and the total of Schedule |
should be carried forward to Page 1, Line 20, of the return. See
Page 3, “ Gross Income From Tangible Property.”

If royalties are received from mining properties, prepare a
schedule showing name and legal description of each property,
royalty received, royalty paid and tons paid for during >he current
year.

4. Goins and Losses From Sates or Exchanges of Property —
Report sales or exchanges of property in separate Schedule E.
~Ever% sale or exchange of property, even though no gain or loss
may be indicated, mqst be reported in detail.

Property consisting of investments in bonds, stocks, notes,
debentures, mortgages, certificates or any evidence of indebted-
ness and any Froperty acquired in liguidation thereof when such
property is held for investment or for sale, arc not deemed to be
capital assets and the full amount of the gain must be included in
income and the lull amount of the loss is allowed as a deduction.

The sales of (1) depreciable property held over six months;
and (2) reai property held over six months; which was used in the
taxpayer's trade or business but which v.-as no: inven'oryyr-iporty
or property held primarily for srie in the ordinary course cf the
taxpayer's trad *or S r-'es subject tothe v it-j o
Section 290.16, Subdivision 9 at tin Act as amended ii'vTi/. Such.
gains, if any, are subject to tiie statutory 507i inclusion in in-
come; and such losses, if any, are allowable to the extent of
current year capital gjins.

However, a net capital loss as defined in Section 290.15 as
amended (1971) may be carried back three years and carried over
to each of the five succeeding taxable years and treated as a
short-term cnpiral loss to the extent not allowed against any rc-t
capital gains of any taxable years intervening between the tri-
able Year in which the net capital loss was sustained and the
taxable year to which carried.

Describe the property briefly, and state the actual considera-
tion or price received or the fair market value of the property re-
ceived In exchange. Expenses connected with the sale, such rs
commissions paid agents, are deducted frorir'the sales price in
computing the amount received.

In determining gcin on the sale or other disposition of proper-
ty acquired prior to January 1. 1940, the basis is cost or fair
market value as cf that del? whichever is greater, ror the pur-
pose of determining a loss, cost must be used as the basis. Ip. the
case of property acquired subsequent to January 1, 1940, cost is
the basis to be used in determining gain cr loss.

In general, “cost” means the total consideration paid when
the Eroperty was purchased tv the taxp-yer; the fair market value
at the date of the d.cedent's death when the property was ac-
quired by devise, bequest, or inheritance; and the cost of the lent
preceding owner not acqumn% the crepeity by gift when too tax-
payer acquired the property b> gift. Proper adjustment must be
made for obsolescence, depreciation, depletion, tax-free distri-
bution tind other items chargeable against cost.

Oil February 21, 1941, the Bonk Excise Tax Act was enacted
requiring National nnd Stole Bunks to be subject to the provisions
of the Income Tax Law. The bnris section of the Bank Excise
Tax Act is the income tnx basis provideJ L> Section 2-30.13 with
the express provision that the basic due for banks shall beJ mie-



9P.3G1 NATIONAL ANI) STATE HANKS; IMPOSITION OF EX-
C|S TAX, COMPUTATION, SURTAX. Subdivision 1. Imposition of
eX . n excise tax measured by net ingome is hereby imposed on

%JSG
na |0na an state banks by this chapter an&shall be governed by the
pl‘OVISIOI‘IS O section 230.02.

SUbd 2 Computation Of taxable net income. The taxable net in-
(f‘ﬁn%e shall be computed in lhe manner provided by this chapter except
*TNAl in the case of national and state banks: (a) the rate shall be

y 13.64 tvrco~t until Juiy 1. 1973 and 12 percent thereafter; ib) the basic
Bate for the,purpose of computing gain, or loss and depreciation shall
e January 1, 1940. instead of January |, 1933; (c) property consisting
of investments in bonds, stocks, notes, debentures, mortgages, certiri-
.gates any evidence of indebtedness, and any property acquired in
ﬁqwda 0N thereof when such property is held for investment or for
sale, shall not be deemed to be capital assets: and id) in computing not
in e there shall be allowable as a deduction from gross income, in
a&(ﬁﬁon to deductions otherwise provided for in this act. any dividend
(not incIuT]ing any distribution in liguidation) paid, within the taxable
year, to te United States or to any instrumentality thereof exempt
+from federal income taxes, on the preferred stock of the bank owned
t>y the United States or such instrumentality.

Sub .
uary 11973
SUbd 4 Disposition Of tax. (a) The revenues derived from the
XCISG tax on banks shall be paid into the state treasury and credited to

eneral fund, from which shall be paid all refunds of taxes errone-
OUIS(!zn%oll?cted from banks as certified by the commissioner. Forty-five

0

e last days of May and November oi each year, to the respective
COlgpﬁGS IN which are located the banks paying the tax. The county
aU ItOf shall apportion and distribute 45 percent of the respective
amountSpaid by each bank in his county, less 45 percent of the refunds
to that bank, in the same manner and on the same basis as he
distributgs taxes on personal property in the taxing disfrict in which
that ‘Banek is located, provided that the governing body of any political
ubdivision receiving such apportionment may place all such amounts

TO the credit of its genera! fund.

[Repealed Laws 1971, Chapter 34, Section 1, effective Jan-

the balance of such tax so conceit'd shall be transmitted, on

There is hereby appropriated to ihe persons or banks entitled to
such refunds, from the general fund, an amount sufficient to make the
refunds.

(b) For purposes of the apportionment and distribution required
to be made to the county auditor under clause ie) of this subdivision,
the tax so collected shall be deemed to have been paid to the commis-
sioner on tiie last date prescribed by law for the filing of the excise

lax return, or date when such excise tax was received by the commis-
sioner, whichever date occurs later.

%C) There is hereby annually appropriated from the general fund
lﬂ th taxing districts entitled to such payments as are authorized under
section, sufficient moneys to make such payments.

Suqd 5. In lieu of certain taxes; Thff tax hereby imposed upon
nat|0na and state banks shall be in lieu 0 all taxes upon the capital,
surplys, property, assets, and shares of these banks, except taxes im-

posedlupon real property.
SUbd 6. [Repealed ExI971, Chapter 31, Article 6, Section 5.1

Fnbd. 7. [Repealed E.xI971, Chapter 31, Article 6, Section 5.1

. NOTE: The provision* of section 2!h).1Ul. stitojjvisions t. 6 and 7. as anHT.iied hv Ev
Laws 1971, Chapter a:, .vrtvlc > sections ¢ ar.d V. shall f»c for all income lasa'™ '~

under Minnesota Statues. Chapter L“.0. after June 00. 1971 and shall he applied as orowd.d
In section 290.x..

1941 ¢ IS s 1; 1915 ¢ C04 s 22: 1917 c 635 s 12; 1919 c 642 s 12: 1951
&6 s 4; Ex1957 ¢ 1 Art. VII s 3: EN1959 ¢ 70 Alt. Il s 10; E.xIDol ¢ 9!
‘e 5 %3 and Art. V s 2: 19G3 ¢ SS6 s 5. 6; 1965 c SS4 Art. | s 5. 6; Ex 1967
* T x 1 s2,Art. XIV s G.7; 1569 ¢SSl s 7,S; 1971 ¢ 31s 1; 1971 c 753
s 1;ExI971 c31 Art. G, s 3.4, 5]
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.. Chapter 148

TAXATION .OF FINANCIAL INSTITUTIONS

BANXING INSTITUTIONS
Sec.
K&Ota Title of law.
MIC20. Definition of term!. o

143.030. Banks subject to las based'on income— rale—credits.

143.010. Definition and computation cf net and gross income.

148.030. Returns, when filed—estension of lime—interest.

148.050. Tat due, when—duties of director of revenue—credit for
overpayment—penally.

148.070. Hearing when director computes la* as being gmter

than‘amount paid—right of apgcat.
148.03a’ Taxes returned to counties—two percent to state—direc-
tor to allocate money.
43,008 New banks, when taxed—Ilax, when due.
110a Director to prescribe and publish rules and regulations—
. access to records
|4sua Tax in lieu of other taxes.

CREDIT INSTITUTIONS

148.120. Title of law.

141130. Definition of terms.

141140 Credit institutions subject to annual tax—rate—credits.
141130. Net income and _gros; income defined—how computed.
143.160. Returns, when filed—extension of lime—inlerest.
141170. Taxpayer with more then one office, returns of.

141183  7Tsx due, when—credit for overpayment—penalty for
' nonpayment.

141190. Notice to taxpayer of im rease of tax—hearing—appeal.

148.200. Director to prescribe nc essary rules and regulations—ac-
cess to records.

|4i2ia  Credit institution subjee' to tax for year in which fran-

m chise is received.

Taxes returned to count.—two percent to state—director
to allocate.

148.230. Tax in lieu of certain i'ther taxes.

CREDIT UNIONS

143.740. Definition of terms

148.230. Annual tax—taxatla portion of dividend.

143.260. Exemptions

148.270.  Credit union to pay lax to director, when.

141280 Director may require a return—content

14129a Accounts are intangibles—lax in lieu of certain other
taxes.

143.300. Penalties.

INSURANCE COMPANIES

MSJia Real and tangib'e personal piopcrty to be assessed and
taxed under general laws.

l4132a Tax on premiums of domestic stock companies—rate—
credits.

148.330.  Returns files! with superintendent of insurance who as-
sesses tax—notice to company—apportionment of
money—definition of "county”.

143.340. Tax on premiums of foreign companies

141350. Company lo file return with aupctmtcndcnt—assessment
—taxes payable to director of revenue—suspension of
delinquents—disposition of moneys.

l4136a County foicign insurance tax money distributed to coun-
ties—basis.

! Insurant: companies, tax on premiums—rate—credit.

m Coir.pj iy to report amount of premiums 10 superinten-
dent—assessment of tax—suspension of delinquents—
disposition of revenue.

148.390. Deductions allowed on premium receipts.

148.400. Deductions allowed insurance compaiur. .

148.410. Superintendent lo assess tax whcia no cturn made.,
148423 nDirector of rc.ciut: to collect annual ax when company
withdraws from Missouri or l.lIs to uy tax.

141430. Director of revenue may sue for to ea when company
withdraws or is suspended.

148.440. Occupation tax in certain cities

148.430. Notices, how given.

141460. Penalties for violations by agents
SAVINGS AND LOAN ASSOCIATIONS

148.470.  Definition rf terms

148.410.  Annual tax on taxable portion of dividends—taxable por-

tion defined.
184% bBeaptm).
148 300. Association to pay tax to director of revenue.
143310. Director of revenue may requite report—contents

148.52a  Accnunta classified aa intangible property—tsx in lieu of
other taxes.

141530. Penalty for delinquent taxpayers.
FARMERS' COOPERATIVE CREDIT
ASSOCIATIONS
148.540.  Association and members, levy and collection—cxdujive-

neas of Lax

CROSSREFERENCES

Administrative proccJurc and review, RSMoch. 536
Corporation franchise tax, RSMach. 147

BANKING INSTITUTIONS

143,010, Letl of law.—Sections &48010 t0
148 11 Y esignated as the "Bank Tax Law

<L |S45p 01 1)

148.020. Definitjon of terms—For the pur-
s of I%IS law the following terms shall h ep the
owm meanings

JgThe term bankln% institution” meang
ran

bank and every try organize
enera or spe(:|a gta HY IS stafe an

everey na naI banking assouatmn located in this

(%The erm commmmoner of finance”
means the chief officer of the present state V-
3|fon of finance, or of such de Pa] ment ? the state
Missou ol nerea er have by law Lie Sfu
pervisory ut|eso tepresent state division of
nance pert mmg % sanqhtrust companies in-
corgor ted under the laws of this state:
( E]The term “ director” means the director of
F]e\ée Ue In charge of the state department of reve-
U
821 4) The term mcome penod means the cal-
h/ear or evant portion ‘thereof next
preced| g the taxablevcar;

datjcyr‘?ntewfhrpch taxble Q’Ba abineans the calen-

The tern “ taxpayer". means any hankin
|nst|tut|on SUbject to aFrJtyytax Imposed b)y thls Iawg

(L 1915 p. 1921 82)

\148.030. Banks subject_to tax based on in-
come— rafe— cred |ts Ever tx national bank-
Ing association and every other™anking institu-
tion_ shall be subject to;an annual tax for the
privilege of exercising, its corporate franchises
within“the state according to and measured (>
its net income for th 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
Id to the state of MisSouri or any political
bd|V|3|0n thereof during the relevant "income
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?enod other than taxes on' real estate, contribu-
jons paid pursuant o the unemployment com-
ensatjon fax hw of Missourl and taxes, Im-
Bosed oy this law, |

(L. 619)45 p. 1921 53 A 1949 S, D. 1031 A. L. 1971 H. D.

1480 10, Defrnrtron and comﬁutatron of net
?ross mcome Net income” means
thross ncome]as defined in subsectron 2 0f this sec-
on"rgrsrétésl (t)ne deductions allowed In subsection 3

ross income™ includes all gains, rofitt '
fer frorEt essysuc

earnrn S ané; other | mcomg of the taxpa
whatever sources deriyed unn?t e Income er|
od, Inclyding but not limited to Interest from bIr
\ trons ISSU d N the United States aovernmen} or

olrtical subdivision or any Instrumen
hgré%f oran state or oIrtrcanub IVISIon thcr

|o o Issed by an %e ncount or nation or
Apolitical subdivision thergof; all rents compensa
t brokerage and

|t n for SErvices, commissions,
other
other qispositio

ees; all fc%arns or profits from the Sale or
tangrlole §r Intang

ofanvp rogertg real or rsonaI
Ie and all c eries on Josses
sustaine |n coursg% usrnesssubse
quent to Jul I 1946 r0\{|d owever, that re-
coveneson S 9 arned] uring any prior
INcome. perio o%se vvhrc h the d egctrdng
ermrtted by subsection 3 of thrs sectron exceed-
t etax a er's, rossrncome for said Income pe-
rjod, % craneh th this subsec-
t|onsa t e include |ntewzﬁ< ayers ross
Income ort e Income period In
recejved to the extent of said excess. Drvrdends
recerveg on shares ofséock of alnv king instifa-
tion liaple to a tax under this law snall not be in-
cluced Ingross income.

3 In computrngi
lowed as deductrons al ordrna and necessary ex-
Penses paid or_ incurred %t e taxpayer during
he |ncome penod Incarryingon i radeor?usr-
ness. Without |m|t|ncit eg nerality of the fore-
gom . there shall be allowed as d ductrons a Iea-
ona Ie allowance for salaries and ofher co[jnéo g
sation for ersona services actually rendere
rnts repa} d debts and debts ?rdered toﬁ

ﬂ tg% ecommrssroneﬁ Of Tinance.or the
com troller of t

e currency ol thelr respective ex-
aminers as the case may b, interest; co t of Insur-
ance and advertising. J taxes LPal 0r accrue
H terrC]come i tothe nited States an
taxes pajd or accrue on real estate to the state
of Missouri or any political subdivision theregf,
all contrrbutrons aid or accrued pursuant to the
Unem gaensaéron aw_ of Missourt;

tC

reasona eaﬁpowanc s for gepreciation and deple-
tion; amortization of premiums on honas, oeen-
tures, notes or ether secuntres or evidences of In-
ehtecness, a reasonable aIIowance for pa ments
or'contributions o or cp acoount nsion
or retirement fund or plan for |ts offrc TS or em-
ployees; cciitribtttioR] to any corporation, asso-

m M mnmnm

D_U)

TAXATION Q- FINANCIAL INSTITUTIONS

net income there shall be aIT

945
. §148.0-10-

gerated exclusive-

ciation o fund or%a”'zed and o tific, Iiterary or
ITIC, I
tenetearnrns

eytor rel qrous charitable, scien
olucatrona Purpo es, o oart
which |nu e 0 the benefit of any prrvates are-

holder or Individual to an amount which does not
exceed |ve erce to t]etax I)(er? n]et Income
aS comou e ut t e ben this de uc-
tion: csses romtesaeor Isposition of an
grroperty real or personal, tangrb eor mtangrbl

da}l other Iosses suatfarneJ unng the Income
peno not compensated for Dy Insurance

Net income shall be computed i |n accordance
e method of acc untrn% a%uar %/W
ctt e |n

nkeer he 00 so
met o oes not clearly
co e, In which case the computa lon shall
mack in accordance vvré such met dasrnt e
8 Irrr]teron of the dlirector does clearly reflect the in-

(L 1945p. 1921 85, A. 1949 H. B. 2161)

"143050. Returns, when filed—extension of
time—nterest—Every taxpayer shall file a re-
turn vvrth the drrecto on or hefore the fifteenth

Xno rl In each year, The director may
grant a reasonable exténsion of time for filing
rﬁgurns under such rules and requlations .as he

rescripe, Whenever such an extension of
lime |s ranted a taxpayer shall be required to
Pag & part of any tax due interest thereon at
e rate of one percent er munth from the day -
when such return should have been filed If no
such extension had been granted.
(LSé%dSp 1921 84, A. 1949 S. D. 1031, A. L 1969 3d Ex.

Eichtnr 6-22-70

el Dby oy

e tax |mposed thrs cﬁ olter S aIF%e dde and
payable upon the Tast d ar%/ Eonw Ich a return
must e filed under section 145.050

il T B4 el

shail be oard)to the uecPor Whg S soon
actrcab e thereafter shall examine If and deter
ine the correct amount of the tax If the direc-
tor determrHes that the tax a er asoard taxin
ﬁcessot é)unt lawtully due, the'director
shall Fermrtacre
tax due hereunder |s not paid when

ue the t r[)]ger shﬁl he redurre to a as part
such tax Int estt ereon at the rate cf'on’ ﬁer
cent per month from such time but not to exceed

ten percent Per annum.
(L. 1915 p. 1921 §7) * x

"143.065.  Depasits, when mace. —The direc-
tor shall on the first and fifteenth days of each
month derf)osrt all funas received 3/ him I

>merit of any tax imposed by sections 148.010

0 1433C0 and 148.470 to 148,540 to tha credit
of the intan |bIe tax fund created by section

146.052, RSMo
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§ 77-271C REVENUE AND TAXATION

) The sales tax rate so fixed by the board shall be an
crement of one half of one per cent, and the income tax rate-
fixed shall be an increment of one per cent

(2) The board shall meet within thir_t%. days after each go—'*
session of the Legislature, and also within thirty days after .
ceiving a reﬁort from the Tax Commissioner that there have - e

. significant changes in the provisions of the Internal Revenue O
of 1954 and amendments thereto, other provisions of the laws »'
the United States relating to federal income taxes, or the nil-
and regulations issued under such laws, and shall determine whet: m
the rates for sales tax and income tax must be changed. In mak-
ing such determination the board shall recalculate the requirement
pursuant to the formula set forth in subsection (1% of this sect:<T,
taking into consideration the appropriations for such special sessic:-..

all miscellaneous claims, deficiency bills, and all emergency appro-
priations.

In the event the board determines the rates must be changed a:
a result of such sPemaI session or as a result of a change In th-
provisions of the Internal Revenue Code of 1954 and amendments
thereto, other provisions of the laws of the United States relatim-
to federal income taxes, and the rides and regulations issued ur.e-r
such laws, such sales tax rate shall be made effective at the be-
ginning of any calendar month within the current calendar ye.r

and such income tax rate shall be effective for the current taxr.hi-
ear.
y Source: Laws 1569, c. 694, § 3.

Effective date August 25, 1369.

77-2713. Income tax; adjustments. (L) There shall be subtracted
from federal taxable income interest or dividends on obligations «
the United States and its territories and possessions or of ary
authority, commission or instrumentality of the United States :>
the extent includible in gross income for federal income tax pur-
Bos_es but exempt from state income taxes under the laws of

nited States; Provcbd that the amount subtracted under th-
provisions of this subsection shall be reduced by any interest i
Indebtedness incurred to carrg the obligations or Securities o-
scribed in this subsection, and by any expenses incurred in
production of interest or dividend income described in this subsec-
tion to the extent that such expenses, including amortizable bor.u
premiums, are deductible in determining federal taxable income.
. (0 There shall be added to or subtracted from federal taxal>
income, as the case may be, the taxpayer’s share of the fiduciary
adjustment determined under the grovmons of section 77-2720.

Souica: Lnws 15G7, c. 437, 5 16, p. 1579,
Effective date April 12, 1367.

77-2717. Income iac: estates; trusts; rate; fiduciary return; ocon-
tents; f|I_|ng_. () The tax imposed on, and the computation or
tax for, individuals shall apply to the tax liability of all estates cr.".

2242
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SALLES AND INCOINE TAX 8 7124

~i2) Income from intangible persona! property including annuities,
Lvidends, interest, and “gains from the disposition of intangible
--rional ‘property, shall constitute income derived from sources
-thin this staté only to the extent that such income is from
- rerty employed in” a business, trade, profession, or occupation
sirrisd on in state- , ,
4} Deductions with respect to capital losses, net Ion%-term capi-
ri gains, and net operating losses shall be hased solely on In-
o'or.0, gains, losses, and deductions derived from or connected with
i -ces In this state, under requlations to be prescribed by the
Commissioner but otherwisé shall be determined in the same
r.r.er as the corresponding federal deductions.
") If & business, trade, ﬁrofessi_on, or occupation is carried on
within and partly without this state, the items of income and
h.ction derived from or connected with sources within this
shall be determined by apportionment and allocation under
.htions to be prescribed by the Tax Commissioner.

= Compensation paid by the United States for service in ihe
--..cd forces of the United States performed by a nonresident shall

constitute income derived from sources within this state.
VT-rcc Laws 1957, c. 427. 533, p. 1523,

Effective date April 12. 15G7.
71273 Income tax; corporation; lax; how determined. (I) A
» hereby imposed for each taxable year on the taxable income
‘-n-ed from sources within this state of any corporation or any
W entity taxed as a corporation under the Internal Revenue
" whose business within this state _durm? the- taxable year con-
smexclusively of foreign commerce, interstate commerce, or both,
| rate equal to .twe%y 7per cent of the rate imposed on in-
e 35 under section 77-2715. For any taxpayer sublject to this
"t >n whose fiscal year does not coincide with the calendar year,
mi rate initially set shall also apply for_ the period from January
o« {, to the last day of his then current fiscal year.

o Excerpt as provided in subsection (1) of this section, for the
~reof exercising its franchise cr doing business in this state
| *"rporate capacity, there is hereby imposed a franchise tax on
* "_rporation or any other entity taxed as a corporation under
-m-"1d Revenue Code according to or measured by its entire
me derived from all sources within this state for the taxable

5l the rate imposed under subsection (L) of this section. For
*-"poses of this subsection the taxpayer's entire net income
mits federal taxable income derived from sources within
'e-04as determlned_P_urs_uant to sections 77-273 to 77-2/-19 with-
* o« o, N{5t0 the modification referred to in section 77-27-11, the
" Mraska hereby adoptlna method numbered M) authorized
— M 39 United States Revised Statutes, as amended. 12
. or state taxation” of national _bankmg associations.  The
ir-2d by this subsection on national Dar.king associations
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E. ‘Internal Revgnge Code" means the United States Internal Rev-
enue’ Code, as amended: ,

[—F. “net income” means. that gart of the taxpayer's income %enerally
.| defined as federal taxable income and It shall be Computed in the same
< manner as provided in the Internal Revenue Code for computing federal
Jtaxab]e income, except that the income from federal, state and muynicipal
J securities must be included in_the computation of net income for the
[ purposes of the Banking and Financial Corporations Tax Act. Net in-
v come does not include antounts that have been taxed as income to_another
" member of an affiliated grouo of corporations under the Income Tax Act

12-15A-1 to 72-15A-15]; and , _
G, “taxable year" méans the calendar year or fiscal year for which

- net income Is computed. In the event a return is made for a fractional

part 81‘ a year, taxable year includes the period for which the return

is made.
History Lav/s 10&D, ch. 151, §2. ' Opinigns of Attorne(y General,
1969-70, No. 70-30.

72-15B-3.  Imposition of tax on banks measured by net income—
Method of taxing national banking associations.—An annual tax mer.s-
" ured E/Y net incorme is imposed upon every bank located within this state.
New Mexico expresslel adopts method number four a3 authorized for the
taxation of national banking associations in 12 USC 854S,
History: Laws 1969, ch. 131, 83.

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 withiri, this state.
* History: Laws 1969, ch. 151, §1.

72-15B-5, Rate of tax on banks and financial corporations— "Minimum
tax.—A. The rate of tax on banks and financial Corporations shall be
six per cent [6ft] of netincome, _
J e tax on banks and financial corporations shall not be less
than one hundred dollars (§100) for each taxable year.
History: Laws 109, ch. 151, 85. . Opinions of Attorneé/ General.
Tax Credit for 1089, 19G3-70, No. C9-102

; ?%9t7t9é d(]e'aég f%’yl d— %o%gTﬁnter ,
by te §

712-15B-G. Tax in lieu of other taxes— Exceptions.—The taxes im-
posed b}/ sections 3 and 4 of the Banking and Financial Corporations
oTax Act [72-15B-3, 72-15B-4] are in lied of all other taxes imposed
by the state and its political subdivisions upon banks ard financial
corporations foy calendar year 10G9 and all subsequent year_s, except
taxes upon their real proge[ty and taxes arising from acfivities which
are' not'in the course of their'regular banking and financial corporation

functions. .
History: Laws 1969, ch. 151, §e. Opfgé%%of,\égto&%?%%. 1063



?219y Gross income defined.. 1. The term “gross income’
inclues gains, roflts and_ income. dlerived from the business, of what-
ever kind“and irl whatever form Pald malu Ing r%alns profits, or mcome
irom dealings In rope ether real or personal, ‘or %ams profits
0r. Income 6 cetve & corp tensatton for S?NI S, a3 Interest, rents com

ISslons, r other Jees or othewise In carrying on such
USINess, mc?g a a? dividends received an - ocks an% XI\ ﬁtterest re-
meived from federdl, state. mnicieal or nthwr 1 -d

2 If the Rross income of, a taxpayer is derlved from business car-
ried on both within an W|t out the state l%1ross mcome means that
Proportlon thereof which IS derived from business carried on' within
he state to be allocated and determtned under rules and regulations

prescribed by the commission.
[Added by L. 1926, Ch. 2361

3. “Gross income” of a savings bank shall include the amount re-
ceived by it in anx taxagle year s a distribution In liquidation of the
mutual savings hank

[Added by L 1915, Ch. 761, effective April 12, 1915.1

§ 219-2. Deductions.- In computing net income there shall be
allowed as deduction;
L All the ordmary and necessary expenses paid or incurred during
f jear in ca %n usmes? mcludtng a reasonable allowance for
afles or other compensation Tor personal services actually rendered,
and IﬂClUdIﬂ% rentas or other payments, required to be made as 3
condition to the continued use Qr Possession for business urpases of
PropertK to which the taxpayer has not taken or is not taking title or
Nwhich such taxpayer has no equity.

2. AHinterest paid or accrued during the year on incebtedness.

3.Jaxcs, other Jhan taxson Income or profits paid or accrued within
the year, imposed, first, by the authority of the United States, or of
any of is possessmns ar, s?cond b¥ the authon of any state, or terr|
toy or an c:ount schoto d{stnc rtnunlupat oro er taxing sut-
IVISIOI’]SO any state of terrjfory, not includ |n asse?]sed agains
local benefits gf a kind tending t yo Increase th va Ue 0 ro er
assessed, or, third, by the. authorl%o anY) foreign overnm

also taxes measured hv net income, 1mposed By any City of this state

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

4. Losses sustained guring 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 apinion of the commssion
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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Article sG.
Schedule I-C. Excise TaxonBatrks
8.11. To whom E ar rcIe shaII a T rovrsr sof
rncu

(Al R B t A

commercla n rndustna hank, “a savrn omlp%
g mboination ot so facr rswrces an et ers an Jonl%
cra]tron erﬁrn re erre t0as a a ganize
the aws 0 nrt or the laws oI or aro 'ﬁarr e corporate
orm of |n Some.other ormo usrnessorganrzatron 95 0,s.
Cited In Lenoir Finance Co v, Currie
254 N. C 129. 118 S. e. (2d) 513 (1961).
§b 5- 2 8.12. Im osrtron of an excise tax.—An ar}]nual excrge tax. is
rg rt/ evr on. evené ocated. an Prn& usrnefs wit %n this State -
ﬂ arona ankin as?oc lation, forthe I%lnvr ge 0 ransactrng busr
nessr trs J'”ﬂ (5 calendar. \y%ar acco 0 Ormeasured H
efined herein received or accrue all sources rrn

ntrre net rncome
Precedrn caen year hereinafter re erred as taxa e ear att
o of su% entire net rnco a% |ngrnr ax assessa

erce
hank sﬁ ten ra]rs X do im ose
s%ctrgn séra arise pon eced taxa e ar an
ase on an measyre e entrre n nco of each ank or
trust compan r Such. rece n e vear, rnc Ing aI rncorpe receved
ro rrroverﬂ ent securrtre whet er or n taxab%eun er ar Icle 4
suc year exc(ejpé or gnﬁr § grest a ma owe trb
Hros% Income prov| eE at t e tax erern evie sh
ba com whic arl

8 ﬁ? | eﬁgnes or an ear r0fmt a r}or whr Ievredp a'tn(ns sect
e e ective on an ter er3 S0 tha ex rs a o
easure nco es the a 8 ear bl
sha anﬁe on De em r}t]e Caxca?eo a mer erbo ks?r(f ore 8

urin rececling calen eart ere ulfant | be measu
thg entrPe net income o | con trttrent anks duri suc cedr ndear

ar. susdrn thrs trcetewo S tﬁx ar h%l e e Ca nﬁar ear
i amtte i

e?/)% dprf ngc &6&6% 9% ar ngv IC te excise ta

Editor's Note. — The 1969 amendment rovrdes Thrs act shaII not -affect the
effective July 1, 1969, substituted “six abrlrt of any taxpa Ker arising prior to
percent (6 %) for “four and one-half per-  the effective date of the applicable section
cent (4vite)~ ncar the end of the first sen-  hereof."
tence. Sessron Laws 1959, ¢. 1075, s. 8,

§10Fh ﬁ Tilethod of xatron ado ted. —The State oI Nortt]
arolina er gts the . meth?d o taxat on ol hanks aut on e t 0
on ress re n {0 taxatio tr na ?ks %n t nu r 4
ded in . aS ame oeo tg ite
s ormerI own as &9 e \Be nrte eF
'excise ax evred un rn reu or tPe Intangible
Persona lEJro ert }ev nder ar ce ! of a er the ranc IS6” tax
MPOSe Xx rticle rs c a ter te Income evr ar rce t s
4 o et e o i e
ctions. '] real pro ert %? eac aﬂgt)ankp(?ocated %rp ){)us ess wrtﬂ this
tate rncIudrnﬂ nation bankrng assoclations, Shall SESSe taxrd In
the same mantier as o er real “estate IS taxed in this State by t e counties.

§105-228.14

municipalities.
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§ 105-228.14 Excise Tax on Banks § 105-225.16

[nufnrcrpalrtres and other local taxing jurisdictions in which such real estate is
£ 1S the Bur 0se and éntent of the Ge er%mss%USI r¥ to .lov; .taxes cn bﬁmhe

axggairga ?rqﬂyernﬁgms ar§ aa]&rr tIOP[rJanner rﬁ accor%griienghhh éatent)\\r\r"sro
83 0? the Constrtdtroh OF ort aro n e n?teer?t Crlne %%\r% ?e 'ﬁ rtrI)Ceexer
cise the power ffication and . of taxation on gdopert ranchises, and
tradﬁ, co ge e by the above constitutional provision cited n thrs section. (1957,

Edrtors Note.— Sectron 105 346, referred § 3, Const. 13G3, referred to |n this section,
to in this section, ormerY appeared in  now appear in Article v, § 2._const. 1970.
Subchapter 11 of Chapter 105. whrch was Property Leased by Sank Exempt from
revised and rewritten by Session Laws Ad Valorém Taxes.—See opinion of Attor-
1971, ¢. 806, effective July 1, 1971, For ney General to_ Mr. Thomas_C. Posey,
similar_provisions, sec now § 105-360. Lenoir County Tax Superior, 7/21/70.

Provisions similar to former Article V,

Entire .net income defined.—The words . ‘entir n-
corr§teJ shaﬁ the [0SS Income oto a taxpayer qess the dequctions alfowed IIay
this article (19 {.c 1340, 5.8 W

105-228.15. Gross income defined. —For arﬁ(urf)e%séel\s/egfothgs%palrjtégler(t)rr}e

ers ?ross |ncome sha? mean the Income otﬁ

YV atever source dunn% ble vear as nterest and scount. 0

oans, Interest from Bonas, no S, A*no Saa%es an other rhve? ents,  Inclua-

Ing rnteret from n overnment onds | direct by anv level .0 Z?ve{mnr -nt

or t rou anv. ovc cY F excusron provrnc in article

er I o otwithstandi drvr en rom Securities owned; Service c arges:. c

ectron fees: exc n[%e harg trust dep tment Warmings: rents, com iSSions:

ains o rofrs ae or other sposrton roPert either real or

er Ona an | e or intangible. r overres fro ? ?] ’Pev eus W“tten on..or
educted fronT Income In P(rrort hie vears. da other recoveries, grns ofrts

rnrom or, recer tsr fom whatever rce erv
cept that gifts re erve s I exclu edg from gross Income. 7 C. 140 s%ﬁ

. 228 ductjons fr ross income-—Hi computing entire net
rncome there shaﬁ bea?lowe as der?uctrg ns the fo?lowrn |temsIO J

AI ordrnary and necessary expenses paid or accrued during the taxable

taI expense. paid or accrued during the taxable
unear e |count an mterer] Ra%d rfunn he taxable Xear excgg

t?rae?hct’é"“and“e§82”te‘rht’é‘re¥¥“tdee o0 oSN unde & 1L

ald or exc esb ed on nef income, taxes assessed
af)é Idp d bege toLrJ a kin de Frengx t(?achr he vatue ofa)h gro e aY<
assessed and an ot er. taxes no% equct ef riorﬁorate Incom
Bu&goses under rovrsronﬁ rvrsron rticle

(5) Di rovP esd rlenceév%d f m stdc Issued by any corporation to the extent
(6) Net economic osgs to the extent provrded in G.S. 105-130.8 and other

0sses as proviced in Division | of Article
(7) Lo nsorgP ts ascertained to be orthle%USIdactuaIIy

F ged off dur ag
the fax ebear onnecte wrth ness and Eh ount h
dev n rnclu rss Income In are urn un ert IS arti e

Previou
or In tne aiscretion EVENuUeE, a reasoa

MISsIone
addition to a reserve or ad dth]s rovrdred) that amounts wi ICH are
.337
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§ 105-228.17 Revenue Laws § 105-28.17 § 10622818

Heductigle for federal income tax purposes shall be prima facie allowable tlrm ed161jl
+(8) A reasonable allowance for depreciation and obsolescence fo the extent e
) ProvIde tor corporation mcoﬁte fax purposes In brvrsron | of thrcﬁI 'l W‘t hresPect

(9) Contributions, to religious, ch n ble, e catronal zter %%ﬂd“é %Oqsnr

zations o the extent rovr |ns |sr w/enrt?rsepe@
(10) Contrrbutron fo the State 0 a# S instifutions, or's

Instrymentalities, agencles, or |trc 1SIQrTS, an contrrE) tr ns Ett uted 3
E%te r\r/tlzat(;gn:@nstr&é ans I(?ﬁé)ff within orth Carolina as provide the sneg

11) Reas naBtI)e ntn utions to qualifi ed employees' pension trusts within 8§ 105-2
the taxa 3/ bank shall 1
(12) Pre[n utmsp id"by banks upon the purchase of bonds to the following 1957 In d
a. Amort ation of remru on tax -exempt_bonds shall be as provided
ato for \mortization ?3? tge taxér ear and certify
on CC° pn% %e .E%Ytea“% geraglsrﬁro%n% tte o e resoce:
b. Antortr tron o bond remrums %n tangoH 8 beee%e 1957. After
or aﬁgage eramor tizab (g)remruin for th taxable so
ear ay Ucted 0SS, Income only it an a Justment fonger. (15.
S mage"t e 8glS 0 ond oo o5 o ?
c. For 8urpo es of this su vrsro the term “bond” means anR/ S benaot
"hond, cebent ure note or certificate or tber evidence of | ubchapter
de tedness Iss lt(t tf}’ corB dat)on and bearin rnterest anq S 105-
Hes any lﬁgatr n 1ssUed by any governm nt or political S0
sundivigon thereo i
(13) Interest u n the obli atrons of the State of North Car lina or a tax and
rtrca rsrﬂn there recerved or accryed dunng e taxable shall be a:
ear roY H ccrue An erest “shall he Per nuc may. *
itted orn h the t%x rn((:] accrue rncome In"his_gros tions, not
Income for the taxabl ear rovl ur er tahrn the event”that this article.
any court of co riretent furl ﬁtrogtsa rk\ tna deduction ?fte
Interest oft% Ero S of the State of ort arod %or aportrca 105
supdivision éereo rom t éx evie % this artic g this ari-"ch
+ ylolates the Constitution of H) Jate ort stitution of the Unllt%e iwl. In o
a]teé uch eduction shal |sfalﬁ suc Interest shal should fin
— |nC e |n the entlre net |nC0m% a)((’fﬂv competing
(14) Reasonan| nE)a]ymens Fnefr eﬁ; or to the estate of a i, taxed -
eceased e (yreason of the death of the. enﬂsaloyee to the 0f Revet ™
xten &)rovr or corp rate Income tax purposes in Division | fim, or ¢
(15) dtuctron of accrue%l ﬁx enses contrrbutrons taxes, rental expense, or - 8105
rnterest expense sha %ubec limitations rmpge U on
ﬂ %orate55 come taxpayers yartrcle4 1557 c. 1340, s.°S; 19/,

Editor's Mote.—Section 16, ¢. 1110, Ses- ing prior to the effective date of the appli-
sion Laws 1067, provides: "This act shall cable section hereof.” Session Laws 1967,
not affect the Irabrlrty of any taxpayer aris-  ¢. 1110, s. S, became effective Jan. 1, 1967.

05 2 7 Returns r.nd B %; erpt of the, ermine tar — On or be-

E‘”r% art“l?cate eatté‘ tt t@? Stte%s“r? e o flces ol e rtk G

e s oL b e s o e 1

recor the egaﬂ 8eductrons in t neg some ca?engl year as ar?owerq 8 %g
338
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ility for the tax imposed by
day.of each calendar year,
the net income of each ban!:

' 57-35-04. BASIS 0? TAX.- The liab
e this chaFter shall arise upon the first
and shall be based upon and measured by _ _
or trust company for the preceding calendar year, including the amount
of its income from tax exempt securities forsuch year as returned to
the-tax commissioner and county auditor, andthe tax thereon shall be- e
X computed at the rate oi four bai*cVat" but the minimum tax assessable

to any one taxpayer slTaimr'oe "fifty dollars. o * Yo
SOURCE: S.L* 1941, Ch. 270, sec. 3; R.C. 1943, sec. 57-3504.

t i
57-35-05. :DUE DATE.- Al taxes levied and assessed under the
terms and provisions of this chapter shall become due on the thirty-
first day of December following the report to the tax commissioner
eprovided in section 57-35-07, and shall bhecome delinquent on the first
day of March next after they become due. Thereupon a penalty of five
Per cent shall attach and be charged upon all delln?uent taxes, and
henceforth-interest shall be charged at therate of three-fourths of
one per cent per month of the original amount of the tax until the
same is paid.--. . . " oee

e SOURCEi S.L. 1941, Ch. 270, sec.'d; R.C.1943, sec. 57-3505.

; V(. ; o\,
- 57-35-06. LIEU.TAX-.- The’tax provided in this chapter shall
be in lieu of alJl other taxes or impositions, state, county, and local,
except taxesupon the real property of each such bank and trust company.

SOURCE: S.L. 1941, Ch. 270, sec.5- R.C.1943, sec. 57-3506.

o I - D-ee . -, s I- - .

* 57-35-07. *REPORT.- On or before the-fifteenth day of March in
each year, the managln? officer of each bank or trust company located
in this state shall file with the tax commissioner, on forms to he
provided by him, a report in writing under oath showing the amount cf
the net income of said bank or crust company for the preceding calendar
¥ear, Including the amount cf its income from tax shouri'tis,,
or such year, and, .at tha..same time shall file with the county auditor

"or “tlie”county "in’whicn such‘ank or trust company is elocated, a dupli-

cate original of such report. . il

: j

m- SQURCE:. .3.L.1941, Ch. 270, sec. 6: R.C, 1943, sec,57-3507. o ;-

. 57-35-08. COMPUTATION-AND CERTIFICATION OF TAX.- On or before.-' om
August first of each year, the tax- commissioner shall compute the total
tax to be assessed under the terms and provisions of this chapter, and
shall certify the same to the county auditor of the county in which
each taxpayer is located. m -

.SOURCE: S.L. 1941, Ch. 270, sec. 7; R. C. .1943, sec. 57-3503. *

Page 2



B. Such reports iray be required, regardless of amounts, (1) in case of payments of
interest upon bonds, mortgages, deeds of trust, or other similar obligations of corpora-
stions. and (2) in the case of dividend payments by corporations subject to the tax levied
by'this act and (3) in the case of any broker transacting any business, as such, for any

individual subject to the provisions of this act. The TaX Commission may require such
corporations to state the name and address of each shareholder, the number of shares
owned by him and, in the case of 4 broker, it may require submission of the names of the
customer for whom such broker transacted any business, with such details as to"profits,
losses or other information as the Tax Commission may require as to each such customer.
Any reports required under this subsection shall likewise be rendered under oat. , and in
accordance with rules and regulations prescribed and adopted by the Tax Commission.

SECTTON 20. IN LIEU TAX FOR NATIONAL BANKS. A. In lieu of the tax levied by
Section 5. of this act, every national banking association located or doing business within
the limits of the State of Oklahoma shall annually® pay to this state a tax according to,

0 measured .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
by the State of Oklahoma, or any subdivision thereof, on the property of any association
liable' to tax hereunder; provided, that nothing in this section shall be construed to
gxempt, the real property of national banking association from taxation to the same extent,
according to its value, as other real property is taxed.

C. Any 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 year to which 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 accordance with the optional transitional deduction procedures
in Section 4. of this act.

The basis of the tax shall be the taxable income as defined herein and any additions
thereto under the provisions of Section 8., A., 1., hereof except interest income on
obiiga.tions of the State of Oklahoma or political subdivisions thereof""and any" allocations oi
net income permitted” Thdef"~Saction 87~ Provided further, that” tne"Teserve for bad debts
shall be included in the optional transitional deduction provided in Section 4. of this

act.

I SECTION 21. IN LIEU TAX FOR STATE 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 t",* or measured by, its entire net income for its taxable
year at the rate of four percent (4%) of the amount of the net income as herein pr.ovided.

B. The tax levied by this section shall be exclusive and in lieu 0f taxes on the
shares of stock or personal property of any such bank or credit union subject to taxation
under this section, except organization fees and taxes imposed by the banking laws in the
case 0f banks. Nothing in this section shall be construed to exempt the real property cf
any such taxpayer from taxation to the same extent, according to its value, dS other real
property is taxed.

C. * Any 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 year to which 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 yeéar, provided, however, any additional deduction inuring to the benefic of the



§317.016

mutual savrn%s bank, and financial centraIIy
assessed, manufacturing, mercantile or busi-
ness corpora Lron subject to eke tor-; imposed

"y thrs {8 abIe ear’ means the calendar

ar cr theﬁrscayear encfl d] rrn suc
calendar year, upon eke b asrs of wh |c che
net inconie 1S computed under this chapter.
“Taxable gear in¢ludes, in the case of a
return ma e for a fractional part of a year,
the period for which such return is made.
The first taxable Kear to be called the tax-
able year 192D, shaii be the calendar year

1929,

51% rn 317.076, 317.07S, 317.197,
317 and 3 17 293, "domestrc msurer has
the meanmg defined su sec lon 2)
ORS 7 and subse tions (1) and
ORS 731.142 but does not mclude trtIe msur-

ers or health care service controactors operat-

ing pursuant to 0118 chapter 75

[Amended b> ia*>3 c..-i;0 .-a, u imi jl:._ 13t eb571
ﬂ subsection (IS) enacted as 1963 c.COQ §]

517.015 [Rc-poaled by 1557 ¢.632 +1 fORS 314.075
__and 314.080 enacted in lieu of ORS 316.025, 316.030,
317.015 and 317.020)]

317. 16 “Re %Iated
pany” defined; subject to Rrovrsrons of fed-
eral law. (1 As used in this chapter, “reg-
ulated investment company" means a cort-
-ration which is reccgrkaea L the federal In-
temal Revenue Servrce asa ed/u lated mve%t-
ment company WI |n the EE)ro ISI0ns of t
Internal Revenue ede (1S g section 8
2 For the ur 0S
—regulated investment gany in Qregon |
subject to the defmrtron limitations, re-
quirements and rules found in the, federal
Internal Revenue Cec'e d25-1), sections 851
to 855, and federal re ﬁ;ulatrons promulgated
In cognectront erewit ORS
reference in
317, 536 to the Inte/rna{ Revenue Code 0? t g
—eUnited States and to red trons romu gate
thereun er means the Tederal Intc-mal Rev-
enue Code of 1954 and amendments. thereto
anrb%ecrgmegt %egulatrons thereunder in effect

€.274 5=2, 3, 5]

317 020 [Repealed bv 1557 ¢.637 & (ORS 314.075
?)T.?Oi .0S0 enacted in lien of ORS 316.025, 316.030.
and 317.020)]

817025 Omrssron cf é)revrously enacted
savings clauses not hitended us reeeni. The
omission from the Oregon Revised Statutes
of those statutes which were part of Acts
amendrnd the statutes that constitute the
source 0T this chapter and which provided

investment com-

016
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savings clauses for the statutes amended, i
not intended as a repeal of them. Such rtr t-
ute3.shall, in so far us they aie applicable,
continue to be so applicable.

Sl?GC') License fees ncj ronealed. Noth-

i this chapter shall be construed to
re eal the present capital stock far. or
annual corporation license fee otherwise pro-
vided for by lav/.

S17.1C5 Effect of subse uent regeal of
chapter. In the event of reP | of thiS chan-
ter, unless oth erwrse Spec ca y provided In
the repeal, this chapter shall remarn In fail
force for the assessment, imposition and col-
leelion of the tax and ail interest, penalty
Cf fortertures which have accrued or mﬁy
accrue in relatjon to any such tax for t
calendar year in which the tax is repealed.

EKFGSSTZGN OF TAax: OFFSET
AGAINST TAX

217.C55 Tax on national bankin

sociations and proquction credit associa ons
Every national banking association end
every production credit dssocjation organ-
Ised “under  federal statute and not exemPt
from taxation by federal law located with
the limits of this state she-| a a-warily
to che stafe an excise tax accor mt% to cr
measured by Its net income, to be co ute
in the manner provided by this chapter at
the rate of eight percent.

eplacement Part derived from 1957 ¢.007 8l and
1957(s.s.) ¢5 8l 19S3 c.571 &)

317.060 Tax on state tanks and finan-
cial_ institutions. Every. bank, other than a
national banking assoCiation, and every fi-
nancial corporation, byilding and loan” asso-
%mpcn savings and Ian association aw;

ual savrn S ocated within the
limits of thrs state shaII annuaIIy pay to the
state for the privilege of carryrng on or do-
% f business by 1t within thiS state, an
extise tax according to or measured by is
net income to_be computed in the manner
provided by this chapter at the rate of elm'-

percent.
mended by 1957 c.607 Szfr subsection (2) of |t*A

jiscemert Part derived M 1957 cco7 s11 s
1957(8.61.)TI c5 8l 1063 c.571

3I7.C35 Taxes referred to in CRh
317.055 and S17. CS9 n Ireu of aII taxes ex-
copt texes on rea 70 5uer tax refer-
d to in and 317 000 Is sj
Ireu of all other state county and municipd

S Cf th|S Ch EterlgAatended by 1957 c.607 &L subsection (2) of IScl
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“18~Robert Myers
Attorney-at Law-

.1016 Oregon Ban}; Building
Portland-"""Oregon . /

_RezIncome on P.or.d interest Under
ORS 266.070 (5 7262

Dear-Mr*-Myers:

Iat, 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 itwithin 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 iInterest cn federal government bonds in tie compute tion of gross
income. This is so even though 31 USCA 8 742 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
that 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"1au thereof imposed on corporations and
except estate taxes or inheritance taxes."



* Tune 24. 1964

Mr. Robert Myers ¢ -2 -
w

Tiie last sentence of this statute was added by Congress in 1959, to
clarify a situation which erode in one state, whereby that state evidently
required tiie reporting of interest on federal bond interest on individual returns
in the computation of gross income, then allowed a deduction for it in arriving
at the net income with the result that the taxpayer was putin a higher tax
bracket. | point this fact out only to indicate that prior to 1959 there was no
express statutory authority for states to take into consideration federal bond
interest in computing a franchise tax on a corporation. Notwithstanding this
fact, the United States Supreme Court has long held that since a franchise tax
is a tax on tiie privilege of carrying on business within the state, and is not a
tax on income as such, a state would be fully justified in including federal
bond interest in arriving at a figure, a certain percentage of which would bo
the measure of the tax for tiie privilege of carrying on business within tho
state. People v. Home Insurance Company, 134 US 594.

ORS 286.070 reads:

“Tho interest of all bonds, including refunding bonds, of the
* State of Oregon issued after May 24, 1961, shall be exempt from
taxation by the State of Oregon,” '

AN

.We can see no logical reasons to construe the Oregon statute any
different way than tho United States Supreme Court has construed the federal
statute with regard to federal lend interest. That is, that the inclusion of
Oregon bond interest in the measure of income of corporations under ORS chapter
317 would not be taxation of the interest on tiie bond as such, but would only be
used in the measure of income, a certain percentage which would bhe taxed for
the privilege of the corporation doing business within the state.

Accordingly, we are of the opinion that interest received by a corpo-
ration on account of tiie State cf Oregon bonds issued after May 24, 1951,
would be subject to tho measure of tax under ORS 317.

Very truly yours,

Donald C. Seymour
Attorney

DCS/mint



213 , TAXATION OP BANKS

. SECTIO : TR
WLt o

1424 olier tof summon. Witnesses,
"I Eaforcement OF-Simo

1421, egg{ﬂrmnnaﬁon of T Without
44-14-28. PecUnuary penalty for failure
44-14-29, Petz0 rﬁ%&%&iaﬂy for false
44-14-30. Coﬁlfgé%ioh of pecuniary penal-

il
TR
T
U1
U143

Hih

44-14-38.

o 44-14-7

|

Ex&nmri]réggion of books and
Pe aﬁ %So'r violations by

anks., L .
Pegﬁll u1‘%r violations by in-
Pe uarllty 0 tailure to fil re-
H agrllrg on application by
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a4-1-1. 0ot title.—This chapter inay be designated as the

“Bank tax act of 1942”

oy oBEectign.lm t 780 G.L
1956,%‘421-1 y O el at /32, b L

ny, nation
ora

Comparative Legislation.

axatl
onn.-

et oo w31

ass. JLaws Ann,, ch. 63, 8 1-19.

sa-122. Definition of terms.—For the purposes of this chapter
A The term ‘?agléhnlg Institution’” means every state bank, trust

compa n&l association and loah and nvestment
company, but shall nor Incluge a mutual savings bank, a credit union,
uilding and loan association;

B. The term ‘aaxpa er” means any hanking institution subject

to any tax impose

by this chapter:

C.~ The term “administrator” means the tax administrator in the
department of administration appointed under the provisions of

§44-1-1,

ministration appointed under |

. The term “director” means the head of the department of ad-
Dt ! eﬁe prOVIJ;?OHS of EZIZ—]PL—];..

E. The term “taxable year” means the calendar year in which

the tax is payable;

F. The térm “Income period”” means the calendar year, or portion

thereof, next preceding the taxable year:
G. The term “securities” includes,

but shall not be limited to,

t 81) shares of st?ck or certificates of beneficial interest, or rights
0

(y the same, 0
or budiness trust:

artners

a corporation, jOInt—StOCk company, assoclation,

_ d(e onds, clebentures, noﬁes, certifichates, or other evidences of
INCEDte

Ness 0 ,ang In |vig|ua,,
company, association, or

USIHEES frust N

orporation, jomnt=stock
c?u Ing thoseJ ISsued by
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r}e United States o gD >yurnn cnt .or any stale, or Polrtrcal slubdr Isign
8|ve||stro%r h%rr erg ed by any foreign country or nation or political sub-

tory cf ct
'29%3 i 112|1n%prar§m7 Pt

a143. 1ax 0N state bar]ks —E cn banking | |ns |tut|on anrzed
or Incorpora. e trh der the aWﬁ ?state sha annua

fax or excise to the state for the privilege of as suc %r-
Ing any part of the taxable year. Such tax measure

Eh. 2121, art. 1, 83; G. L. 1056, §44-14-

(I]l) as hereinafter defined, for ther come erro?] and
Isrt]tcao mleaeoeomputed’ at the rate of seven per cent A) Suc

ﬁc? & “étt'aZL el sock "te‘)tat?%ta“ e %frst?e o
% Cwer %sand APE ars éernnoo or #ractro nal part
thereof, of suc aut onze capital stock;

mhichever measure shall yield the greater amount of fax.
958, ch. 2, 81 P. L 158

Tétﬁofﬁt%e Ctgnl%z oMk $3n 0 h§1 ﬁrttlréda Al 0t O

Tax on national banks.—Each n tr nal banking assocja-
tion located wrthrnrn ?rmrts of this state s aI annuar pga tlt
state 9 tax (acc%r Ig to or measured by Its net inco as erern
after de Ine ich Yax shnil be computed at the rate of Seven per

i B

[33& lﬁn nitranab savef.

institution or national hankin Clall un er 14-3 an
M-144 shall not%e Pess than te 3 i?ars

cent (7%

P % C 12(352 ar %%

M#%%ﬁki ch% arfhiq; Collateral Reference.
Hrstory of Section.

Hrstory of ection. Cross-Reference,
f |scr mrnaﬁr))n in stat ti%n of
a4 Mrnrmum ax.—The tax rmPosed upon @rﬁ/. bankrn
L. 1942 ch. 1212 art. 7, §3: P. L.
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r  CHAPTER 7.

IMoOT® Tax on Banks.

§ 65M01 “Banks” and “taxpayers” defined.—For the purpose of
this chapter and unless otherwise Tequired by the context, the words
“banks" aNd "taxpayers," Whenever used in this chapter, Aiall mean
any person enga%e(?/ in a banking business, whether incorporated
under the laws of this State, any other state or the United States
or whether unmcogoorated, except cash depositories. (1952 Code
§ 65-401; 1942 Code § 2676; 1937 (40) 565; 1938 (40) 1762)

§ 65402 Tax on income of banks. — A tax is imFosed upon
every hank engqged in business in the State which shall be levied
collected and paid annually with respect to the entire net income of
the taxpayer om? a hanking husiness 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 of such bank
or taxlp%er. 1952 Cot e $ 65-402: 1942 Code § 2676; 1937 (40)
565; (40) 1762) .

Cress reference.—As to bank notes
and_stock exempt from taxes, see

9 65-1522

§ 65403 Tax in lieu of other taxes except on real proFert —
The income tax provided in this chapter shall be in lieu of all ofher
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 prggert of Individuals. (1952 Code §
65-403; 1942 Code § 2076: 1937 (40) 565: 1935 (40) 1762)

§'65-404. Enforcement, administration, liens, penalties, etc. —
For the purpose of administration, enforcement, collection, liens,
Penaltles anad other similar provisions, all of the provisions of chap-
er 5 of this Title that may be approgrlate 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; 1935 (40) 1762) ;

865405, 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 a_mon%_the ﬁeneral fund of the State, the
county and the municipality In which the bank is located as follows:

1



(1) Ten per cent to the general fund of the State;

(2) Sixty per cent to the county; and
I (?)dThirty per cent to the municipality in which the bank is
ocated. '

“The revenue received from hanks 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 ){ear 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 § e5-403
should for any reason "be declared to be invalid by a court of com-
petent jurisdiction, the provisiw? o jjj 26u3 throu?h 26/7
and para?raphs 33), (34) and (s3) of § 2575 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 s2676: 1937 (40) 565; 1935 (40) 1762.)

CHAPTER 8.
Income Tax on Building and Loan Associations.

8§ 65-421. “Association” defined. — For the purpose oi this sec-
tion, the word “ceadatiard shall include building and loan associa-
tions, savmgs and loan associations, Federal savings and loan asso-
clations, 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 88 es-401 t0 65-406 are "ot included. (1907
(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 operatlng

expenses, deductions allowed to other corporations, all earnings pai
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 superwsoay agencies. .Xo deductipns from income shall
be allowed for any. additions to undivided profits or surplus accounts
other than herein required, and for the purFoses 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)

§ 65423 Tax imgosed; rate.—Every association located or doing
business, within this State shall pay an income tax measured by its
net income from all sources, except tor INCOME from municipal, state
or Fedeal bonds O securities exempt'ed by iaw tonr. such tax. The
tax shall he equivalent « eignt Per cent <m tie amount 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
oFeratlon. The provisions of this chapter shall not a;galy to em-
ployees’ credit unions. (1957 (50) 404; 1960 (51) 17/9)

§ 6545, 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 propertz of any such association shall be taxed in
‘the place where it m% e located, the same as the real property of
individuals. (1957 (50) 404: 190 (51) 1779)

§ 65420, 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; 1990
(519 )

§ 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 re(iulatlons 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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diportaiiT For dar Yen -
ﬁote “r%%i}}eg or risca) Year tegjisiss. 19 7 oialiod
DiSa‘iOWGd. (Nans) Elnr]ll Loan “rSIEIT
Instructions : - cinse
(Aic:ca) * (Zip Ccds)
AgtaZEOﬁ No.
Re U| l0ns (Fiz: &..1C3) tsuwj.r (County)
Address of Principal Office in South Dakota...........c.. ovsvvivsnne
Kind of Business Date of-Incorporation---- -Under the Lav/s of Y/hat State?...
|s this a Subsidiary Corporation or parent to subsidiaries?.------- -If 50, list names and adcdresses of all corporal:
so related S _
27 TOTAL DEDUCT'ONS tt- in thic raturn tho inrr.ma

23, NET INCO?IE (T*0" 12 tolnns Item 27)

AN %51&5\‘8@\9&% BETURNS .. at the rate of SHE TAX 5o
RH%%)J 1 RETURN'S MUST IN U E IE: 65 MONT,—I FJNTE’GEIS_'T N)D k- PENALTY.

Il
MAIL PARITMENT OF REYF.NUE, PIERR}E ST DAK WITHIN 90 DAYS OF CLOSE OF TAX YEAR.

DO"KOrwaITB IN THIS SPACE* FOITCASHIER'S VALIDATION!

ﬁo“g?hg%ﬂ%l&? return, made in good faith, for the taxable year stated pursuant to SDCL 10-1?, and the rules and rer'na-

Sworn to and subscribed before me this day of 19,
NOJARIAL g . Signature cf officer administering oath) CORPORATE (President or other principal officer) ~ (Stats title)"
(Title) (Treasurer or AssisiantTreasure?)  (State title)"
Page 1

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



INSTRUCTIONS FOR FILING FRANCHISE TAN RETURNS
INSTRUCTIONS 1 TO 39 CORRESPOND T/ITH ITFISJ ON PAGE 1

COJrPLE-fE STATEMENT ON TAG" 3 SHOWING TAN OF PARENT AND BRANCH OFFICES.
ART 2503. DEDUCTIONS NOT SUPPORTED BT COMPLETED SCHEDULES WILL NOT 2E ALLOWED.
Interest on Think ep sit*, Lrpn'i cerl Se urrty Enter as Ite Interest recejved during the able ;e [ nn3 bank deposits,
tnglrrre T&cr A a ﬁffg leD(iZ SInc(ru mc-resc upon he cWrcurrrrsofthe nited Stateg Its SUE) iRiond " FraS=ts. agencl les ¢ et

no
me

13) Rente nod Royaltigs from Property. Enter as Jtem 2 the stress apount received lor rent .or royalty from tangible person roperty. Do*
auctions clarnyeJ ?or repairs, prnte)rest taxes, depreciation ana otrprer expensv> should %e rncluge/rfl i [tano ?g]g lg aéOD perty.

(3)

nsurance Commi.-sious. Enter as Item 3 the gross amount of insurance commissions and fees.
Dividends 2 Enter ltem_ 4 ail drvrd nds received duri g taxable peri ether r ce ve In ea or in erl fro nnv co r
) tion ?a( reve ?oc f t eg Ren recerveé’ ?.drurrfa tin sho aw be r &Jy ger {ptan

?F}%CEPOOC r peer ne Sﬁmlaﬁ J( Sbt{r Itzrre asrstrrj eﬁgee% hall Ve received an am m ex s e app able lofa 0 n”basis o
(5) Proflt { S[ ie,of Stocks e q on d Enter as Iterc E5 Eh roGr sa from the srle of atocka and honds during the taxablo
year. mutt fcg en in ule onpag . Enter foss In red dgur
8 Sase ﬁf s, S g i o tdedfu i SeliS e Y, 410 OO o U S S
égé’e g ts W rcrr'w ere ¢ ha rred omi prior to January' 11 30, arc not to bSp ncluded but must berliov.n as noa taxabla Income in Scheg (rr> on
(1) dtuorrg 19 Paexragpee%rar %elg f l'chludatt t1 c%'LrSE*éeéx'c Caonr%%, sPs (r:rn ’o space ha3 beer provided In the Return, end received

(13) Total Gross Income. Esteras Item 12 the total amount of Items 1to 11 laeiualva.

N .
ﬁﬁ Hreartfrr)tnOrr]ecﬂ)rrfegt]eracerrndugentgrfrceréteanr]rdlérrte]gtocrgmo%wsa“on of nil ofScors, in whatever form paid and All in Schedule (b) giving the

(14) Rent. Eater as Item 1* rent paid for business property inwhich the corporation has no equity.
) Repairs.  Enter Item 13 the os of Incidental re arrs including labor and other Items which do not add to the vajue o apprecia
" sl BB A S A Nl

460 ik, B 0TS B By YRS Shal SR S R Y L g A

tl") Amortisation of Rend Premium. Enteraa Item 17 the amount of bond premium deductible a; erplaiucd ca bettom of pace C.

T AR e T e S L, e ot et o

rnrgo frEoDrn \Athnlcﬁarleszst xagleouutrSI e Wres Scarg%trg'rf ?noauythbeD 8uct0(5]|y such taxes aa are paid on property, or on moneys and credits,

the
Federal Income tax, on business within and without couth Dakota, may be deducted on a ratio of South Dakota Income to total in-

Im ort or tarrf duties rfard to the pror%er custom officers rri gers licen s r%rrvrleg exclae an W taxes, paid to tho Internda
rev Fﬁollec ors an srmr I taxe sgar 0 the %tatet.o couth k % % provide are i E d to.or ravde
a{ r} dp hc? Usiness OF'thecost of &rticles 1 mercha cilsa wrt pect o Which tile.y arc pa i WIhICA Case they can-
Raf b% eepaiatjly deducte
,10) Rad cltf Sched.- Jeg ), Enter ar. Item 12 dcbta which htrra b::n d:IInItaj dttoanain tobsw rthr hav\y cf2rlurh'g the tOO'Xear No d>
uct? x ue ir ST OWL UeU:.- Wi-tch V*Is CerIrs te? rﬁrror 10 nuarx " no ﬁ—.CdErdb nar ars j f” R naactlona nozt
Ierefr%tact% g?crtreedrsg\rrlat trrguep tre}xpagearlﬁegu F{r%“'h ?nurfr g'clle Sforrpagftsuree SahreW aad rnﬁ l? aub ¢ n| sc% coII onOn P&9
anrsi' gains or losses arising tene efrom assume r?e same st%?us as the original 8 {)t. ﬁo bad aeBnts regerve cgn ge used X%E 10” % %H
(20) chroahction. St aight line 0ﬂ|¥- Enter as Item 20 the amount of deductible d preciati n as show é’ uIe F) A resasp hle Ellcw.inaa f ar the
e- reabaron exfr stion, . we angh tear an”(]t obsolescence of property used In {raﬁﬁ 0r. bus rne cnmpute e has Qs 0 coat
ol 'such prdpérly, except where the property was acquired priot t0’ January I, 11723 in WICh: cas A0 w1l %o he €0S lcm as n-



CB(7-71) STATE OF TENNESSEE DEPARTMENT OF REVENUE

FRANCHISE AND EXCISE TAX RULES AND REGULATIONS
Promulgated Pursuant to Sections 67-2721 and 67-2019, Tennessee CodeAnnotated

f
*Ct to proration. The iranchiSD tax Will be prorated to cover the proportionate part of the year covered byvfhe refurn.

10. SURRENDER OF CHANIER OP, WITHDRAWAL —Wh n surrender of ch ter or WI hdrawal fro[n tho State of Tennessee js gesrreri
intention must 0.expressed to tho Secretarz %tate ortoth artment sfrr pro era ﬁatron or surren erorwrth
upon. the fi 9 properreturnsgr J)a% nt of nil --or orntro xes to suc teo g rcatop et er or not actrveyg 99 H usl-
a certificate wTll be issued by this department to the Eecfstzty o State acknowle grngth right of the corporation to surrender o withdraw.
A corpor tion will be re uired tof ea return crreturns, as the cese may be, based on aII fiscal cIosrn S. The excise tax will be based on al|
arnrn so t%ecor oratr an%wr not be sub ect to grcratron The frapchise tax will eproratedh ording to the gro ortronaAe part of
oearc vere return e opermeasu e cf the franchise tax will be determined by using the cosrn near date cf surrender, with-

or a clasing,associated wit immediatel eding merger, liguidation orconsolrdatron In aIIcasesc rporations must submit‘sched-
gtjquurdatron distribution orrpsposrtrono arrgsg? g Merger, 1g P

11. Dr'/iDENBS PAID T SIDENTS G, SSEE — Dividends paid, d dited idents of T during the last
caryearlsh ’\ﬁ)e reporte cnﬁormsprescrrned ytE dEepartmeIr\{t ggréq e %o/cgueecuocanCYre%r{% 110 o 10eMtS OF Tennessee dUring e fas

12 REAL AND TANGIBLE PERSONAL PFOP RTY — In ScheduIF [ Pa]g 1of the return, the val eof both real and tan%rble gersonal
rg chu in rnventorres .easchelds and leasehold rn&g ?vements ocate enHessee étnc the vajue of such properties focated everya
hould be shown less depreciation, amortiraticn and etlon reserves determrne accor

Clet: 1dX WUl HOC DG

Ing to good accounting practrce
13 FEDERAL INCOME REVISIONS — All federal income revisions must be shown in Sohedule K cf Pattre 3 of the r?turn underéhe section
“Federal Incorgo ﬁevrsrons It therehaveé)eﬁn no adrustments the word "none” shall be inserted in this space. If proposed adjustments
not been accepted full particulars must be ir.ode known.

d14 TJ{EASUP y STOCK — In determining capital stock issued and outstanding as required on Page 1 at Line 1, A, treasury stock shall not

15. INREBTEDNESS - {AP QUACY OF CAPITAL - To? rgount of rndebtednesi to be included on Lrngl C. of Pa%l of the return s al
xcecdt qreaterct the followl mounts [t Excess of Indebtedness over (1urc assets fcash recefvanles, marketable mvestments
z of capital assets (per en |ntgS t%ancez et of return) oyer not worth (including surplus re ervesL If qurck assets exceed Indeb tedn SS

‘et worth exceeds capital assefs, the capital Is adequate and no part ot such indebtédness need be incl
:determination must accompany return.

16. RESERVES — All reserv(es and, allocrtrcrs of sur ﬁlus which .do rhot reg esart?eSm’te and. accrued Je L (Sral Iraprlrtres or rrogar reductions
set accounts must be Incl Line Pag: 1 determrnrn% ?sure of the franchise tax. This shall Inclyde the ntrre rireryts
Id debts as permitted under the Federal |- twrr Revenue Cede-, Utirealized protits resuItrn% from mstallment sales from Pen ma! tangible

trt9y must ba'included as a pare of surplus cut the federal taxes that would be due on the resérve accountslor.c, in the reported year, ma be

ded. It capital 1s Inadequate a sched-

17. GROSS PREMIUMS TAX — As the gro-s gremrums tax paid may be used as a direct credit against the total frenchise-excise tax, it
''be used as an expense in computation of the excise tax base.

[S. DEPLETION — N?] dePIetron r amortrﬁatron expense will fea allowed r.s a deduction a arns garnings o[ surplug unless the éax%ayer
tifle to or Iease cn t Pert errg ] ted or amortized, and such rnﬁeres% IS represe ted by a capital expenditure carrie

and records of such corpora ion; Ar.ndrl %petron or amortization, when allowable, must ecomputed according to the prorata life cf the
3t ngg t(rjr%?lreetggv%rrya%?%rgsltng to an approved jnalhod based on unit cost depletion. In no event will depletion of amortization be allowed

10. CAPITAL GAINS AND LOSSES — The e” Lre amount of ca rta' %arns ana losses must be consrdered in the f|5fal eriod in which sucp
or losses occur; rovrded however, thzre will be no recognitio g In If prop erty is compulsorily or jnvoluntarily converted as a result
destruction lP ole or nh art, tnet serzure or re ursrtron or cond mnation olrt reat or imminence thereof to, the extent that proceeds
Jp%rpt)ar(e”a ﬁ F Yr(rjard the purchase of similar property within eighteen months and newly acquired property is assrgned the some basis

20. TAXABLE INCOME — Al income, reﬁardless of nature or soyrce (rncludrn all interest and drvrden s from fsderal, staf count
| al and other securities except those cf the State of Tennessee ﬁnd Its ﬁro litical s bgrvrsrons& mus %rnc ed In the measure cf the zx
*'0rcign. corporations rar.y cscu:t r.onapror.ionablc income cs hereinarter described (see Rule 21), but there can be no nonapp@roma e

e for'domestic corporations.

21. NONAPPORT] NAEtTEI COME — For forei ncorporatdonsrorag%ortrﬁnable income is tha rncomeg erjved Arom sources of rogert
¢ of Tennessee and unre ate to Tennessee operations, as determined by ths commissioner, an ?/ ucte In arriving at rot earst-
arexorsae tax pu}rgo es. Such deductions wi! he net, atterrelated exHense and al \m}opert COsts, sadts 0r JeceIpts in connec ogt erewrth
excluded. In 't detlermrnatro[r orratros In orrE E.7.13, roreigh corporations whose commercial domicile is Tennessee may deduct only
hconic as is derived from unrelated real cr tangible personal propér ty outsr e 0f Tennessee,

—



67-2701. TAXES AND LICENSES ' 90

excise

o1
A. (fhere shall be excluded from "net earnings” dividends received gﬁg@aﬁgplltobﬁa%gglimlen
f e w r!g Cﬂf

from any other corporation paying excise tax under the provisions o 2h 3
this chapter where such other Corporation is a wholly owned subsidiary E@ %?Xsmgs 0CCUITT
of the taxpayer, i i z\{c'ts 1971 cli. 133 pr
_B. All"entities enumerated hereinabove and taxable under this sec- i ?fiv - nf.t
tion mtay cartry their curéenttYearfs Itosses forward two (2) years in %aeo& ﬁxgt FS'§ Ee%'i %%anl

computing net earnings subject 1o said tax.

C T hare shall be-excluded. from et earnin?s” any income derived ?Q?l ]‘?ectﬁ?e o Otﬁheg
[

from bonds or other such obllgathn_s of the stafe of Tennessee, its in- C[S 1971 ch. 283, irarc
strumentalities or political subdivisions, including but not limited to a? {d ﬂXp rtcen
counties, municipalities, utility districts, school ~districts and public eln%re#sésgtagr I
authorities. _ o saall M ? IcaDle. hnl Il!-
D. There shall be excluded from "net earnings” of any organization et 10, taKeS, IC ee
or trust which qualifies as either a regulated investment company under b% Jutn. Al eorograte
the provisions of U.S.C,, title 2G, §Sol, or as a real estate Invéstment n&rrPu IC.l. 53 8
trust under the provisions of US.C., title 26, §5G- that portion of ¢ cIENAI, NG - |ﬁ|Th

its net earnings which is distributed to its shareholders uring tie P' £sS nHSS g
income year or (i) with respect to a regulated investment c_qmpa_n%/ g [
within'thirty (30) days after the end of the income year and (||g wit ag@
respect to a real estate investment trust by the time required Dy law 1 Qd t, eh
for the filing of its return for the income year including the period of | Hv@ﬁ "%]v T
any extension cf time granted for filing such return, in accordance with V\ﬂ )[ :
requlations promulgated by the commissioner of revenue, _
very such taxable entity organized and existing under and by virtue
of the [aws of this or any other state, territory or country, or ofganized
and existing without any specific statutory authority, now or hereafter
doing business within this state, without domesticating or qualifying to

—
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. Wil . : |
do business in this stare, or while its charter is forfeited, revoked or iaS Oﬁ' %orn?hea S 0
.suspended, shall as a recompense for the protection of its _local activities fer tan oefor anf,,[u
and as compensation for the benefits it receives from doing business in il ”riﬂoze r ettt
-Tennessee, pay the tax imposed by this chapter, any other ake or. rlf
Any corporation organized under the laws of the state of Tennessee Fjﬁon%{'q%bn g egiﬁncﬁ 1 o
whose sole expressed corporate. purpose Is for the furthering of indus- (BRI HIKG, dging UIY:
trial development in communities throughout the state, and doing re-  UE cgmm|tsS|onr 0 P\/ﬁlp
lated matters thereto, and whose stockholders receive no income other ex Ieseuaf% ﬁziv% d'ero et
than interest or dividends on money invested in said corporation for eeﬁag%rr.i{.bs DEer. (&
constructing industrial buildings and” whose oincers receive no compen- rcecaJ r, I1 IH OBUﬂness <
sation shall be exemPt from the payment of franchise and excise taxes. SLEEy provided MONEVEr
Notwithstanding the provision ‘of §45-233 state chartered hanks Peﬂ;ed TOm, any OUer corg:
shall be subject to"this chapter for the year 10G9. It is declarc-d the Ieﬁ|s- ﬁ%% IB fax ;under Ene T
Jative intent in levying the taxes provided for herein that all taxes shetl 1k HADIEr AGIE Sl
be applicable eoually to state and national banks. [Acts 1523, ch. 21, § 1; A [HQPXXQ(?%M}%N
Shan. Supp., §723al4; Acts 1927, ch. 44, §1; mod. Code 1932, §1313; U INFOW-

Acts 193 ,pch. 99, §1: 1937, ch. 176, § 1; C. Supp. 1950, §1S1S: Acts 1051,
ch. 140, § 1; 1955, ch. 155, § 1 impl. am. Acts 1959, ch. 9§ 14 Acts N
1963, ch. 33, §1; 19G3, ch. 272, § 1. 19G/, ch, 159, §1: 1970 %Aogrj. S), 1 Cons ituponanfy,“'s
ch. 446, 8§ 1, 5,7; 1971, ch. 101, § 1; 1971, ch. 133, § 1; 1971, ch. 383, § 1] 2 n# F1ion

§

ingr%g]s%i(lie rlt%eN?}&S' ra %ts frlc%’ ff\}/]é 1poelr %e?tstgﬁg&) th%ts%ep?rrlcrce%%d(q%g) r%'%g
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EXCISE TAX ON 'CORPORATE EARNINGS 67‘2@].

67-263-1. Rules and regulations.—The commissioner of revenue is
further. authorized afid empowered to make all necessary rules and
regulatrons not inconsistent with the terms .of this chapter, which rules
and requlations shall have the force and effect of la-/, for the purpose
of fuIIy carr |né; out and grvrng effect to the provrsrons of this chapter.
Acts 19 i . C, Sup 190 §1123.31; impl. am,

Cfs 19|59 ch. 9, §14 Act%21963 ch ) iy
it appéjalfgrl?t 'h"t%odr? %rur%g 2 IR ni]s erreenur?tt?ereg gce%tprmer 301

67-2535. Penalty for violation of rules or farlure to Cle return.—
Any person failing’ to file a return, as required 2614 of any
person violating any rule or regulatron that may be omu ated by t [
commissioner 0f révenue under the guthority’ ves ed in "him in t IS
cha ter or an cor oratron farlrng to furnrsh the information required
%éj e guilty of & misdemeanor, and, upon conviction,

be frned not less than ten dollars ($10.00) nor more_than five
hundred doIIars (8500) for each offense. [Acts 1931 (2nd E S.), ch.
20 8§ 950, 81123.32; Acts 1955 ch. 185, §4: imp!, am. Acts

16; C
1959 ctlr 9, §f4 Acts 193372(: h, 071, ]b 20
it app IO |Ytompou v ur%g TR Eg%rh er%eersf e redi §8§%§5.
67 2636— 67-2G41, [Transferred ]

teen ahesrfgrr'eldteto EE%% %5—@

CHAPTER 27—EXCISE TAX ON CORPORATE EARNINGS

B2t Cogpretons subject to_taw— br-21tb: Date ’{;a mrrtT e—Penalty—

67-2103. No (1 rﬁﬂ it for other taxes—Ex pral8 Sejgu C& O st aerSrSaV\tahrr?nper

67-2110. Ap Oriment, on. hasis, o o700 o
1. Vﬁtﬁf i g agardea;g TR A
ra ves c nmc{ ad (Tns i ?Ct d?ntt-as)t(ocIBa@tagsocA{l corpao?r tIﬁr?iness
urng reuateé) Investment’.com '?h (f {ea et
\f]eosen‘en [USES 126 tﬁe |3 drsls h
f r%feer&re are fan t[or ﬁa(tetoanc ] sugjt re Jx
usrn%sa n ﬁnnessee addp aIFna lonal |han mrgréh b |rrée/%sn dg
B

aﬁ iAo e U
@oetx olﬁéearnrnétaior Hﬁ%rter?% eeﬁﬁt W;Q{FD
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ing upon the hasjs ox which the net income is computed. The
te?m precelvegat >h urpose f t e com utat&onpot net In-
CH means recetvedo accrue re Ftve or accrued’
be co str % corgi to the met 0d 0 daccountmg upon
the'basis o |c the net ncome IS compute
E8) The term “dividend” means ém di tnfl]) ution made
Hkorcor oration t0.Its shateholders whether in moneeg

t opert to ItS earnin SOF rotIts accumulat
0L e R o s

h9? The term stock includes, the 8hare or unit of
ownersiup In a corporatton as hereinabove defined.

ElO) The term hareholder includes stockh?]lder,
me ssoc Oate 0r beneficiary In any corporation as here-
e ITntst lyd d" Idn en

e terms “inclydes’ an c ing’ w

(S t)l Ition ¢ ntamed n H‘IJS chaphers tqbe ee

egrcm ot r t Ings otherwise within the meamng o the

59-13-2. Rale and hase of tar s to national ba[tks —
Every national b nh or natlﬁna banki Hg association oca]ted
\é\{)l(tnl rt IS states | annually pay to t state anéax equa
Yeatr Comm dJ.a.ih?s st'te m the aﬁ%er ere
nartor niovh

e e e

Amended iB%S}?ewsed talutes of the Unted Sta S

59-13-3. S\ate Banks and qther corporations — thmu
tax, — Every bank or corporation, other than a national han
and cor oratton exem ted in sectto .59-15-4, for he nvt’
T Xercising its . cotporate fr nc ise or for t ﬁrm ea

om bus ess in the state shall annually pay to the sta

a tax e ua t0 six per cent of its net income for the preceding
taxable r¥ear computed and allocated to this state in the
manner eremater provided, but in no case shall the tax he
less than, $25; provided, that the taxpayer may elect to pay
the tax in four equal installments, in which Case the first
installment shall be paid on the date prescribed in this act for
the paymentof the taxb the tax a er, the second installment

Ral on the otf clay of the sixth month, the thtrﬂ
mstalme t on the oth ajy the ninth month, and'the fourt
instaliment on tB loth yo the twelfth month, aléer the
close of Its taxa eyear I any installment is not paid on o
before the date fixed for its payment, the whole amount of

.the tax U mﬂl)al

aPons are
(1) Lab

(2) Prr,
thﬂS,

e t reafit:%
geﬁ Fcté“

i
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all such stock (other than nonvoting preferred stock, the
gwners of wdch [e not ehntrtled or gfermrtted to artrcrﬂate
rrecty or indirectly, In t e profits Of the corpor tion
dissol tron or othérise, beyond the fixed "diyidends)
owne %uc ass cratron I members t ereof nor sha
exem tro e denied any su corporation hecause there Is
accu ulated and marntarne It a reserve required by state
aw or a reasonable reserve for any necessary purpose.

?11% Corporatrons organrzed for the exclusiv purposg
of holding title 'to prorper% col e%trneg income therefrom, an
turning qver the entire amount thergof, less expenses, fo an
orPanhzatron which itself is exempt from the tax imposed by

this chapter
_ (125 Federal land banks, national farm-loan associa-
alé)ennsciaeg federal intermediate credit banks and other federal

*

~ . (13) Employees’ voluntary beneficial associations
vrdrnﬁgr theﬁp{ ent o?lrfe sick, accident or other ben frts

to members, of their dependents, if

aR No part of their net earnrnqs Inures $other
than thrg suc B%yments to the benefit of any private
shareho or n Ividual

b% hté/ ~five per cent or more of the income
consists of amounts Collecte fron(tj membpers tor the sole pur-
pose of making such payments and meeting expenses.

%14? Teachers’ retrrement association of purely local
charattef, if i .
art of their net earnings inures (ot

than throué@ gt of retirement benefrt% to the bsene It

of any pri ate s areholder or individual, and
(b) . The income consists solely— of amounts re-

ceivedfrom ubIrc taxatron amounts received from assess-
ments ugon ihe teach rng salaries of members, and income In

respect of Investments.
(1%53 Insurance companies which are otherwise taxed
upon ir premiums.

’g ior norations whose sole bfusrness consists of hold-
the stoc of other corporations for the purpose of con-
t I management of affﬁrrs of such other orporations,
rf suc oc er corporations make returns under this chapter.

59-13-5. Gross Income.

Defined. fis and
“Gross income” includes gains, profits an income
derrvgd from services o% ﬁatever krng v\}hatever for
,.0r from trades, busrnesses commerce or sales, or deal-
”WS in property, whether real o personal, growing out of the
nersiip or Use of or Interest in such property? also from

5



{mterest rent dividends or securrtre? or the transactron of ang
pusiness carried on for gain or profit, or gains or'profits an
Jincome derived from any source whatever,

Exclusions_from Gross’ Income.
e The fol owrﬂg items shall r.ot be included in gross

income’in computrngt tax. under this chapter.

ceived under a Irfe insurance con-

Life Insura
Amounts r%
tract paid reason ?f the death of the insured, whether |n a
single'sum or in instaliments (but if such amounts are held b
the“insurer under an Tgreement to Pay intergst thereon the
Interest payments shall“be included In“gross income).

Annurtres [\Endowments.
rea on.gt?) Amounts received gother than amounts paid

the death of the Insured and rnéerest Rayments
amounts un er a life insurance endowment or an-
&%tr ut If such amounts  (when added to amountg
AGrS a?e” e axable year under sich contiact teé%e%r
1u siderati |
nl) Bg% d%rm IOthe taxa%le earg then the gxce?s\s/h? e in-
ed i ross income. In the caSe of a transfer tor a v duable
co srderatron by assignment or otherwise, of a life msurancf
en owment or nnurty contract or any rnterest therein, only
the actual varue o sue': cors:r-rr1:CN and the amount Q the
Eremrums and o(t (f subsetsruentIX 8ard bgt e trapsferee
ha be excluded under this subsection or subSection (2) (a)
this section.
Gifts, Bequests and Devrsesh e of
The value of property acquir
%uest or de&r?se (but the income from sugh Bro ertyqsha? | be
uded In gross income).

Use of Inventories.
%3 Whenever in the opmron of the tax commrssron the
Hsgo mven ories 1s necessa% n order ce ey &de%ermme
mcomeo any taxpayer, Inventories shall be taken by such
taxpayer upon such basis as the tax commission may prescribe,
corﬁormrn as nearly as may be to the best accounting practrce
tra e or busrness and as most cIearIy reflecting the

Drstrrbutrons by Corporations. .
(4) Distributions by corporations shall he inclyded _in
%ross income of the shareholders as provrded In section 59

Determmatron of Gain or Loss.

{ In the case of a sale or other dispasition of(o h)
erty, the gain gr loss shall be computed as provided in sections
69-13-11, "59-13-12 and 59-13-13

d by gift, be-

50-13-6. *
the gross jnco:
ductions allowc

50-13-7 1)
Net income tlu

Expenses. |
All t
curre )durrnrq
inclu n%a e,
BFHS tlo
other pav-r.
8 ntinued use
Pro perty to
taking title or .
Interest Paid,
ézt)) All i
1 indebtedness
0 purchase or
upon which is e

Taxes Paid.

([3) Taxi
excep

3
tending to 1res
vided, ?hat 0TI
tenance or inti

Taxes of Share

(té)tg The m
shall e allowc
older of a fa

nolder which a;
Imbursement 1S

. Losses Sustain-

comp@sate"dosf%c.

The basis ;
for losses su.-t:
be the same as
the gain or less’

Bad Debts.
_(6) Debts
within the tax:,

Bl

fax commicsion



