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TAXA~OI,l ~ 'lax Act of 19461 lncolme represent1tlg the ~t ot interest 
.. tor ldl1ch the liabUl.tJ' to pay bad bec<88 tilted and absolute be• 

tore the <X"I•Mmcement of the taxable period would not be SUb• 
jeet to the tax iq)ose4 by this act. 

Mr. T .. R. Allen 
~eor- lnccae tax, 
I>epa.rtment of Revenue .. 
Jetterson Ctty # JC1ssour1. 

Dear M.r. Allen a 

nLED 1 

Kay 1_, 1950 

1'h1s is 1n rep~ to your request tor an op1nioll from 
this department, which request reads as tollowat 

"In cannecti.on with the admin1atrat1on of 
ifhe Bank Tax Act ot 1946, tibia ~t 
desires a ruling with ~•spect to Interest 
Which accwes on intallfd.ble 1nstl'WI8tlts 
p.riol" to the year of 1945 ·llhi_ch 1s re­
covered in ~rs subsequent to that <late 
as to whether en- not sucb interest should 
be included 1n anivina at net inccae whel'l 
recove:ey' of such accruals are made at a 
later date. 

"Th4 question herein invo~ved is sbd lar 
to that on whiCh you rendered an opinion 
under date of Januarf 231 ~9501 nth respect 
to tbe General. lntan&lbl.e Talc Ac-t. It is 
the contention o~ tbls depar1'aent tbat due 
to tbe tact that uncter the General Intangible 
Tax Act, Wtd.cb uaee the yield ot an 1ntansible 
~t as the bast• or valuation tor tbe 

b~e: J=~; tt'~~~tr;t= 
1n ccanecticn ldtb ~ acauu.atrat1QO o"f the 
Bank ~q Act, JQ' reaaan being that the basis 
ot tbe General ln~le ~ax and that . ot the 
Bank 1'ax S.s ent1re17 4Uterent. 

"l tJOUld appreciate ' w.U.ns trcm JO'U'' q.tnce 
1n or4&r that we aay properly rutndJ\lster the 
Bank Tax Act. I wou1d appreciate· JWr proll()t 
reS\)onse as this quut1.arl bas arisen 1n con­
nection wJ.tb the preparaticn ot bank tax retums. 
M;y 1nqu1r1ea ao far have been princlpall.J' with 
regard to tbe ~~atunty ot EPVGl"DJJellt bonds. In 
such cases the h.U e-.mt ot 1nterest tor the 
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period ot time tor which the bonda run 1s 
not actual!¥ recovered untU the bond ta e1J&lble 
tor ndfllll)tton. 

"I :tfUl appecSa te ,-our prcllq)t reply. n 

the question pree~te4 by ·~ lettfn' J"eQ.Uil'ee an interpr•• 
tat1on ot ~ "Bank Tax Act ot 1946" enacted Lave o~ 1945• page 
l921.t aa4 ~#ins a tas on 'banks in lieu ot the tex 111poaa4 b7 
Jlo. B.S. 1939. Sect~ 10959 and 10960. UJ¥1er Whlch ~~· and 
counties leVied an ad valor. tax on shares ~ atook ot atate 
an4 national b8nks~ 

.P~ purposes ot thia opWcn 10\U' attention 18 parUcu1arl.7 
41recte4 to those aecticns o~· the Bank Tax Act rea41n8 as toUOWa: 

t I 

Lava ot 1945 • page '1921, section 3 ta as tollowa 1 

"A. Every nattonal ~ aaaoc.uti.on eba.U 
be aub4ect to ·an annual tax a:ccontJ.b& to an« 
measured b7 ita net 1nc<De 1n accordance w1 th 
uthod numbe..-od (4) authorized by' the . AC't o'f 

~To;a ~ =:JS!t!~~'• ~e;:on 
States, and. . eve-ry other banldng 1nat1tut1on 
as he1'81n dGr1ne4 ahaU b$ aubject to an 
annua1 tax tor .. ~ p~1vUege ot exerQiains 
.tta col'po»ate ~aes within the State 
ot Mlsaouri accorcllnc to and •a.ued b"7 1ts 
net tncone purrnaant to the p.roYialcms ~ thS.s 
Act. 

~. 'H~ the period in the t&xabl. :vear 1946 
between the ettective date o.t this Act and 
the en4 o:t the cal.end&r year._ the tax abaU 
be measured by the ~arer•s net inc<~~e as 
heninatter de1!1ne4 . tor the ca1en4ar 7MJ' . 1945. 
or such portion thereof clur1n& which the tax. 
pa.Jer wu enppd 1n busJ.nau •. 

"C. Por tbe taxable J.'8aZ 1941 and each ~ble 
7ear tbereatter ~ ~ ahal1 be .eaa~ br the 
tQP&¥0' t s net 1ncolae a a hereinafter 4etinea tor 
th.e pree~ calendar yet!._.. 
"D. '1'be rate ot tax tw each tuable Tf!Jtl,r- sbaU 
be seven per cent (71') of such net in~~. · 

"E. Each taxpqer Shall be entit1ed to credits 
against the tax tmpoaed b7 tbia Act tor aU taxes 
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paid to the Sta~e ot nsaour1 or an;r poli­
t1Qal aub41Y1s1on thereat durin& the rele• 
YaDt 1ncoee period, a-ther than taxea on real 
esta~ con_tributiona paid pursuant to the 
UnaploJIMIIlt Ca.penaation Tax Law ot M1aaour1, 
and taxes illpoaed .by this Act, except that 
no credit shall be al.lowed tor BDJ' taJC paid 
by ~ 8\leh tupqer 1n the ~ar 1945 tor 1ts 
abarehoi4era based upoo the value ot ita 
&hares. . · 

t.~s ot 1945, page 1921, Section 5 is in part aa tollowsa 

"A. tlfet Inc0111e• .-na aross income as de-
t1ne4 in parasra,ph B of this Section ll1mls the 
de4uct1ona allowed in parasraph C ot th1a 
Section. 

"B. tGrosa Incoaet includes& all pins, 
~rotits, earn1nga and other inc~ ot the 
taxpa78r trca whatever sources derived c!urin& 
the income per1o4, including but not lla1 ted 
to 1ntereat traa oblipt1ona 1saued by the 
Un1te4 Statee Oovemlaent or anT political 
aubd1via1on or ~ instrumentality thereof, 
or any state or poll tical. subdi via ion thereof • 
or issued b7 any f'oreisn countey or nation or 
political subd1V1a1on thereof'J all renta1 cca­
penaation tor services, caa.issiona, brokerase 
and other teeaJ all gal.nS or protita troa the 
aal.e or other disposition of any property, 
real or p$raonal; tangible or 1ntanglblej and 
all recoveries on losses sustained In the or• 
dinary course of business subsequent to the 
ettective date of this ActJ * * • 

•••••••••••••• 
- - -

"D. Bet 1nc011e &ball be computed 1n accordance 
with tbe •thod ot accou.ntt.ng re&U].arl.J' e.pl.oyecl 
1n keepiJI& the boob of the taxpa,-er unless such 
Mtbod does not cJ.earJ.7 reflect the lnccae. 1n 
wbich case the c011putat1011 aha.ll be made 1n 
accordance with such aetbo4 as 1n the opinion 
ot the Director does clearly reflect the 1ncCBe." 

Laws of 1945, page 1921. Section ll. ia aa tollavat 

"It is the purpose and intent of the General 
Assembly to subetitute the tax provided by thi.s 
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Act for the tax en bank shares 11h1ch was 
imposed by Section 10959, Bevieed Sta~tee 
of Missour11 1939, and tor all taxes Qb all 
tang1ble and 1ntanaible pQ'sonal propert,- ot 
aU banld.ng inetitut1ona 8\lbjecrt to the pro­
visions ot ~s Act, and tor a.U p"Z"Operty 
taxes en the shares ot such barJd.ng 1nat1 tution." 

2.'he quest~oo herein 1nvol vecl 1s wbethv interest 1dd ch accNecl 
CD intanc1ble tnatrumerrta prior to the ertective date ot the Bank 
Tax Actt but ldUch ~s received aubeequent to that date, is to be 
includecl as 111ncoae 1n computing the tax due. 

I.t 1s our underatandinS that a bank JDa7 report 1 ts 11'\Ccae tor 
the pu.rpoaes ot thi-s tax either 011 an "acCJ.'U&l" buia1 or report 
the entire incaae trca 1ntang1bl.ea, such as ~mmen~ bonCla, in 
the ,_r in 11h1ch the bond -.ture• or 1a reele-d. llan7 banks 
lave elected to report their s.nca~e en an accmaal basis, b7 re­
port1n& ae incale the aJQOWlt Qt interest 'lfbieh ·ha• aocwe4 to 
the intangib~e clur1ns the prece4in& J'88l'. ~ baDka electing 
that option will not Paf a tax on that portial ~ the interest 
111b1ch accrued to :lntang1_bles cnme4 by them prior to the effective 
date o~ thta act, but are taxed. ~ en that interest accruing 
after the act becaM effective. 

The act directs (Section 5 D) that net bmame eha.U l)e com~ 
putecl 1n accordance with the methOd ot acc0Wlt1ng reauiar~ em­
ploJe4 1n keeping the boOks ot the taxpayer, unless 8\lCh metl}od 
4oea not clearq reflect the 1nccaae1_ 1n 'tlhich caae the caaputa-
t1on aball be made in accordance WiUl such J18thod ae 1n the 
opinioo ot the Director ot Revenue does clearl.T reflect the ln• 
come. Interest due prior to the efteet1 ve date ot this ac~., ~ coulc1 
bave been reduced to possession prior to the incidence ~ 1ift1• tax. 
It 1e, , there~ore, c~ital~ Interest accruin& cn lor afier that date 
is t&Xabl.e inccae. J1ane7 owed is 1ncaae accrued trOll the tS. when 
the UabUity to ~ beea~&s abaolllte and 1n the oaae of the ~· 
ment beads Mntionect 1n jour letter the l.1abUi 't7 to pa7 became ' 
absolute betore the c~ement of the taxabl.e period, though ' 
pa,.ent was not to be -~e· until ,attar tha-t date. Interest 1fh1cb 
bas accrued attar the effective date ot the act would• of course, 
b& reported 1n tbe Jea.t" 1n 'tdllch it is receivecl lt the 1;apayer 
bas taUed to elect to pa7 on an "accwal• baaia. 

~ general J"\lle tor Pederal 1nc.cme taxation~ aJ¥1 1n sub• 
atantiall¥ all 1ncaae tax state•· i.a i;bat the ~ may be iaposed 
-qpon income eamed. or . accrued l)rtor to the . ene.otmen~ot the inc~ 
tax ata.tu.te a M1aacur1 follows a contraq rule bee • or the c~ 
ati.tutional provision tbat no ex post tacto law, nor law 111pairs.n& 

" 
\ 

\ 
\ 
\ 
\ 
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the obUgation ~ QOftt~ac"ta. or retzto;pec!lve 1n i.;ts eaerattgp 
can be enaQ-ted. (KO. c~~~ par. lo:db3 • 

hom the to~eso1n& statement~=' we J'ee.ch the Qooclustcn that 
the taxp&Ji:n8 bank ~4 ropon 'that income wh1ch accrues attar 
the enecttve date ~ the Bank ~ax Act and. should not report aa 
1ncaiDe that interest . on sovers 1 ant bonds JIWJII1t1one4 1n 70'U' letter 
wh1ch accrued prior to the effective 4ate ot the act, i.e •• ldlere 
tbe 11abU1ty to pa71 and the ri&bt to ~elve intenat, beca.ee 
abaol.tlte l>etore tba ~ of the tua~1e perlo4• the pay­
menta ~•1ve4 thereafter ahoulct not be reported as 1nca.e tor 
that taxable year. 

Ill. the ca•• of Plant .v. Waleh (280 P, 722) ldl1ch 1nvo~ve4 
the question ot wbethea" 41v14en4a aeclared bJ' a corporation pr1Qr 
to tbe effective date ot the l'ecleral. Income~ Law sbould be re• 
ported aa 1ncaae 1t reee1ye4 aner tbat law becaM ~tect1ve, the 
court l'\1le4 that the interest represents 1Dcaae accrued to the 
o.me"'s ot the bonds prior to the incidence ot the tax~ anCl 4oe• 
not oonat1tute taxable s.ncc.e when received tbeJ"eatter. The court 
aa1d aa to the interest pap.ble tr!cno to th~ et':tect1 ve date ot 
th$ Incaae Tax Act Qt 1913. the bilJ.t,- to. P&f_ be~ absol\lte 
be~e the ca.e:noemeat ·ot the taxable per1Qd. ~ pqment 
was not due wtil atter tho beg1nning of that period. 'l'hel'etore• 
tle corporate bondholder was not ll.able to aaaeasment ot in· 
COlle t.x on interest which waa to be paid atter tbe ett'ective 
date o~ the tax1Da act when the l1ab111t7 to pay bad becaae fixed 
betore the taXing act was effective. 

~ one ca9a baa been nporte4 under th• Bank Tax Ac-t. This 
caee-' (205 s.w. \24) 726• 356 Mo. 1204) vas an ac~ioa by the Ptrat 
Bat10n&l Bank of St. loam, et al., v. »ucbanan County• et al., tor 
a deelarato%7 Judpent 4 · ena«ntng whether pl.aintlfta were bound 
to pay1 e1theror both, ,1) a 'tiax levied. b7 the City ot St, Joa&$)h 
\mder 1ibe method and pJ.an ·provided in Mo. B.S. Sec-tion 10959. re­
latina to count7 a.aaeuore and aaaea8118Dta under vhich state and 
cOlllltiea levied an ad nlores tax en aharee ot atoek of state and 
naticmal banks and, (2) tbe tax levied b7 the IIJ3ank Tax Act ot 1946. • 
fbe court 1n that caee sa14s 

"The 1945 Constitution cbange4 the ·~ ot 
taxation 1n Jl1aaour1. Por the purpose of tax• 
at1on propert7 waa 41nde4 into three claa·sesJ 
real properl1' • ta.n&tble persam1 prop'rt7 an4 . 
1nten&ible peJLaonal propertJ". Aa to 1nta.n&ible 
perSCDal property the Coaat1tut1oo pJ'OV14es tbat 
lAU taxes on prop~y in Clasa 3 and ita 8U}). 
claaaea, and e tax under o tora ot 
taxat a as tor 
-==~~...:;~::r;=-:;.;;;:"-:s:J e aaaeee , e e4 -.. e a te and retunaed aa pro-. 
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v1de4 'by law! leas two per cent tor coU..ctJ.Oft_.,. 
to the count ea and other po11 tJ.cal. su.bcliv1s101ls 
ot tbe1r or~ 1n Prooort1on to tM respect1.ve 
looa~ rates o~ J.e;;.l CODat. Mo. 1945 Art. 10• 
sec. 4 • 

••••••••••••••••••• 
- - ~ ~ . . - - ~ - - ~ - -

"To ettectuate 1;he purpoaea of the C011ati tutt_an 
and pan1cularl¥ to au;ey ou.t the aont~lated 
qx achaae the 1945 General Aaaably enacted a 
sertes ot lJ,nia. A~ O'tber lawa . the Oenual 
Asaembl,J' ~ealed Ar1;1olea 1 ot 0Aapt~. T4 lt.-S. 
Mo. 19391 KQ, R.S.A, Sees. 109S6.1~~ entitled 
t'What PrOperty ._ble and Whe.-e t an4 enacted 
the scheme ot taxation oontempla~ b7 Secticn 
4 ot Article 10 o~ the 1945 0Qnst1tut1on. fJ.'tds 
ae'tl wae effective Decellber 19, 1945. Lawa lfo. 
1945.a. p. 1199. Mo. B..S.A, Sec, 1~.1 et aeq. 
Another aet. effective as ot December 5. 1945, 
repeal.ed the ol.der law relatin& to count7 
aaseaaora and the assessment ~_prop-!'!ll. llo, 
R.S.A, Sees. 10943 - 10969. l097J. • 1~, 
10997 - 11000 and enactect a ditterent Mtb.od 
and plan re1at1ns to count,. assessors and assess­
ments. taws llo. 1945, p. 1782, Mo. R,S.A. sec. 
11000.1 et seq. This act pla1n]¥ revealed the 
previous law,_ Mo. B .s ,A. Sees. 10959 - 1()960 • 
under which~ state and cqunt1•• lev1e4 an •4 
valor• tax ot\ the aha.rea of stock Qt state and 
national banka. A new act approved April 19, 
1946. wbieh d14 ~t •pecs.tl~"llY' repeal any pre­
vious law • prov1de4 tor the taxetion it intansi• 
ble personal p*operty 1n accordance with the 
cQnteJIIIPlated new ach•e. Iaws Ko. 19451 p. 1914. 
llo. B .. ·s.A. Sec. 11456.1 et seq. A tu.rther law• · 
the fEjnk Tax Ac-t f (BOt.lBe Bill 888) 4 levied 1 an 
annual tax accorcl.in& to aDd measur84 bT 1-ts r.t 
incae 1n accordaDce with Jletbo4 mrabeJ"e4 ( 4 
au~rS.secl b7 the Act ot Consreaa ot Karch 2 ~ 
1926' on all. national b&Dka and on all at.te 
ban1d.na 1nat1tut1ona. Lava llo. 1945, P• 192lt 
Mo. R.s.A. Sec~ 11456.10~ et seq. ~a .at pro. 
~t!S that tY.or the perlo4 in the tuable ,.ear 
1946 between the etteet1ve date ot this Act, and 
the en4 o'f the calendU ,_r • ~ .l!;l_ .lb&U. be 
Jle6aure4 lZ. !!!! ;te;gget-, .• Jl!!l:iilOIIe 'ii""fii"ii!h-



* * • • • • • • • • , 
"But ther; 1; a -~~ ;ea;on-wh7 the Bank 
Tax Act I4wa ot Mo. 1945 p. 1921 coul.d not oper­
ate as !o these banks 1n At. 3oaeph tor the .entJ.re 
f-iscal yoar 1946 and thus supplant or supersede 
the cityts tax~ · 1'he· act ·was appJIOVed ' on the 23rcl 
dq ot April.. 1946 but by its own ~ma was to 
tbeccae operative on July- 1, 1946.• As we have 
noted the act levies an annual tax on banks based 
on their net incoaes. :tt -provides: tB. Por the 
peri oc1 1n the taxable ~ 1946 between the eftec• 
tive date of this Act \~ 1, 1946) and tbe end of · 
the cal.endar year, the ta.x shall be 118asured b7 
the taxparer t e net 1nccme a a hereinat't81' defined 
tor the calendar ~ • • •. • Xo. ·R.S.A" sec. 11456.16!! OJ' the 'taX year 1947 and tbere­
atter the tax 1a to be 111easured by the taxpayer's 
inccae 'tor the prece41ng calendar ~' or here 
1946,. P~, !bheretore, tbe act by- 1 te 
own terms 1s to b.,ce~~e operative on Jul;J' 1, 1946, 
lev1ea a tax tor the year 1.946 on tht ta.xpa.yers. 
the baDks- 1nccae t~ one bal.t year prior to the 
operat1ve periOd ot the ac-t 1t nOt upon their 1n• 
comes tor 1945_, In so doing the act cleazly talls 
within the .P~b1t1on ot anotheJ:' •ect1on of tbe 
Const1tut1on. ~. · e Constitution ot MS.eaou.rt., th!e old 
a& well as tbe new unlike JDOst ccn&t1 tu.t1ons anno­
tations 11 AJt.B. 5{a1 109 A.L.R. 523J US A.L. • 
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1153 l p~de-a t'l'bat no ex post facto law~ 
nor law 1apair1n& the ob~ticn o~ ccotncta, er ntro.ecti.ve 1n ita ~era.tllk ••• can 

e enac • t eond. Rei. 945; • -1; Be~. 
the BChiiiiil.e dOes not indicate that ~-~~ep­
tj.on to this prortsioo ot the Btu ot ~· 
was intended by the Canst1tut1co or cCIIlt--
plate4 1n tbe General. Aaaembl¥' a ettectuattng 
the new taz pattern. Even thouab a tax to be 
asaeased and coUeQte4 1n ~ year on the in• 
coma o:t the preeect~ J'8&r 'l~ a tax tor the 
~ td i~a collect1on1 and noj tor 'tibe .~r in 
wbich 1be ineiJi 'As recei Yed • 61 o .. 3. Sec .• 
2331, p. 1581 · the tax ~oa by the Bank '1'ax 
Act, howevel" ! ~· viewed, 1a "ti'Oapecti.ve 1n .ita 
operaticn and could nOt be ef'tective 1n the ctr­
cumsi;a.ncea ot tb1a case and 1n an;y event prior 
to JulT 1, 1946. 

• * • • • • • • • * • 
~ - A - - - - ~ -

"'J.'he Btmk -Jp Act 1a certainl¥ retrospective 
and ~fttiye aa to all ~ parties 1n the 
Cit7 ot St. J"oseph prior to Jul7 11 19'16. \'he 
various canatitut1CDal. and legtsla<tl ve ea.a.ot­
Mnta having author11$ed cities ot the tirS't 
class to leV7 an ad va1orea tax on natiOnal 
bank ebarea r~ the tax 7e&r 1946 the Bank 
TEtX Act 011 net income CO\lld not be operative 
as to national bfullta 1n the City ot St. Joseph 
attar JU.l¥ 1, 1946 because •?!be Sapoa.iti.on ·by _ 
tl.ll1' State ot all¥ one ot the above f9Ur toras of 
taxation Shall be in lieu. ot the others., • * • .. • 
12 U.S,_C.A. Sec. 548J Buder v. Firat lfattooal­
~ tJ Cir!A 16 P. 24 990J State ex rel On 
v. BU.der,_ 300 Jlo. 231. 211 S. W. 508, 39 A..L,R. 
1199J Boa.J-4 ~ Caraiastoners ot Okl.ahclla County 
v. Sta-te »oaJ'4 ot Equal.1sat1on. 155 Okl. 183. 
8 P. 24 732. the Bank Tax beins inoperative 1n 
St. Joaeph to:r the ,_.., 1946 aa to national banka 
theM could be 119 queat~cn ot cred1ta 1n the na. 
t1cnal. benks' 194-7 taxea. State ,x ~el._. lie~ 
Bros. Dru& Co. •• ~lnf 282 KO. 438. 222 s.w. 
389J State ex· Nl.. J~Mnca.n lit&. Co. v. Xoe1n, 
2'(811o. 28, 211 s.w. 31. 1'he OlllT naaon otte:red 
tor the Jlank Tax Act not be~ applicable to the 
state banks a-fter .1\ilt 1., 19461 is the state-f-a 

\ 
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poll~f o~ •mta~ them on a parity with 
cCIIIIpetina naUOilal banka. Jlut no 1oaal reason 
for their being .,....,teet arter J'Ul¥ 1. 19461 ia suapste4 and 1te mow ot noM• consequen"]¥ 
trca and atter tha" date the appellant atate 
banks 1n St. Joaepb are subject to the act and 
are en~1tled to the correspc:mdin& credits pi'Q. 
v1de4 •c1ur1na the relevant inca. periOd .. t • * *" 

~ - ~ 

PrOa the 1"\ll1ng ot the 111s~1 SQr.- Coun 1n this case we 
t1nd 'that the Bank fax statute 1e'71n& an annual tax on banks baeecl 
on net s.ncaae ld\1ch b7 ita te-. was tQ becoM ~e;~tve .oo ~ 
1. 1946~ cQl14 not opente re-voapect1vel.¥ oo 1Dcc.e receivecl be­
tore auCh clateJ that lihen tbe liability to PQ' interest on an in• 
tansible became t1xec1 and absolute betore the co•eMeMnt ot the 
taxabl.e period aa woul.d be tne ot interes\ due an a SOveJ'l'JMn't 
bend# then awm papent t)lal 1 not represent .~ au.b3ec.t to ~· 
tax. even though actual papent 1s mde after the act becaJie 
effective. 

COJICmSIOB 

It is theretore tb4' op1n1cm ot this oft1ce that the "Bonk Tax 
Act ot 1946" does not Operate ao as to illpoae a tax based co in• 
te~at accrued on intaDSiblea betore .1"u17 1 19461 when the l1a­
b111t¥ to P&J' such !.nteftst beca• tixe4 a;J abaol.Ute betore tbe 
oa.aence:ment ot the taxable period• even t.hou8b actual. pa~t of 
the interest 1s reallie4 a:tter the operative date ot tbe act. 

APPROVED• 

Q2 3. 1.' '1l!ibi 
Attorney General. 

Bespect~ subaitted, 
' 

.roB1!J B. HII.t.S• 
Assistant Attorney General 


