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PREFACE 

I n  t h i s  r e p o r t  the  Advisory Commission has  assembled a  s u b s t a n t i a l  
body of c u r r e n t  information about our r a p i d l y  changing S t a t e  and l o c a l  t a x  
systems. This e f f o r t  i s  designed both t o  update much of the  t a b u l a r  m a t e r i a l  
t h a t  has  appeared i n  e a r l i e r  e d i t i o n s  of the  Cornmission's pe r iod ic  publ ica-  
t i o n ,  Tax Overlapping i n  the  United S t a t e s ,  and t o  summarize the  heavy a c t i o n  
on the  S t a t e  l e g i s l a t i v e  f r o n t  dur ing  1967. 

The b a s i c  ob jec t ive  of t h i s  volume i s  t o  f a c i l i t a t e  both the  q u a n t i t a -  
t i v e  and q u a l i t a t i v e  a n a l y s i s  of t h e  50 S t a t e - l o c a l  t a x  systems. On the  
q u a n t i t a t i v e  s i d e ,  the  f a c t u a l  d a t a  ( s e t  f o r t h  i n  34 t a b l e s )  enable  t h e  
i n v e s t i g a t o r  t o  " s i z e  up" each S t a t e  and l o c a l  t ax  system i n  r e l a t i o n  t o  t he  
o the r  49 systems. 

From the  q u a l i t a t i v e  s t andpo in t ,  t he  i n v e s t i g a t o r  can r e l a t e  a  p a r t i c u -  
l a r  S t a t e  and l o c a l  t a x  system t o  the  c h a r a c t e r i s t i c s  of a  "high qua l i t y"  
system (pp. 5-9). These q u a l i t a t i v e  s tandards  have emerged from pol icy  recom- 
mendations enunciated by the  Advisory Commission i n  a  s e r i e s  of previous tax  
s t u d i e s  culminat ing i n  t he  r e p o r t ,  F i s c a l  Balance i n  t he  American Fede ra l  
System. "Model" t a x  l e g i s l a t i o n  which would implement t hese  proposals  i s  
c a r r i e d  i n  t he  Appendix. 

Although previous recommendations and l e g i s l a t i v e  proposa ls  of t he  
Commission a r e  r e f e r r e d  t o  i n  s e v e r a l  p l aces ,  t h i s  r e p o r t  con ta ins  no new 
sugges t ions  of a  po l icy  c h a r a c t e r  and i s  i ssued  s t r i c t l y  a s  an  informat iona l  
and re ference  document. 
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Chairman 
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MAJOR STATE LEGISLATIVE TAX ACTION IN 1967 

Unremitting pressure  f o r  a d d i t i o n a l  revenue i n  most S t a t e s  forced  
policymakers i n  1967 t o  enac t  new t a x e s ,  r a i s e  r a t e s ,  and expand t a x  coverage. 

Michigan and Nebraska enacted both personal  and co rpo ra t e  income t axes ,  
West V i rg in i a  added a  corpora t ion  t ax  t o  a  personal  income tax  i t  had adopted 
i n  1961, and Minnesota and Nebraska joined the  r o s t e r  of S t a t e s  wi th  genera l  
s a l e s  taxes .  Nebraska's comprehensive s a l e s  and income t ax  package was 
adopted no t  long a f t e r  t he  v o t e r s  turned down an income t a x  which had been 
enacted i n  1965. A t  t he  beginning of 1968 t h e r e  were 44 S t a t e s  wi th  genera l  
s a l e s  t a x e s ,  35 wi th  broad-based personal  income t axes ,  and 30 with both (see 
f r o n t i s p i e c e ) .  

In  a d d i t i o n  t o  the  seven new income and genera l  s a l e s  t a x e s ,  1967 w i t -  
nessed 49 r a t e  i nc reases  i n  S t a t e  s a l e s ,  income, and s e l e c t e d  exc i se  taxes  
(motor f u e l ,  c i g a r e t t e ,  and a l c o h o l i c  beverages) ,  a s  i nd ica t ed  i n  t a b l e  1. 
These enactments,  whose revenue impact w i l l  not  be f u l l y  r e a l i z e d  u n t i l  the  
S t a t e s '  1968, and i n  some in s t ances  1969, f i s c a l  y e a r s ,  i n d i c a t e  a  cont inua-  
t i o n ,  i f  no t  an a c c e l e r a t i o n ,  of t h e  1965-1967 S t a t e  t a x  c o l l e c t i o n  t rend  
shown i n  t a b l e  2. 

During t h e i r  1967 f i s c a l  y e a r s ,  t he  S t a t e s  c o l l e c t e d  almost $32 b i l l i o n  
i n  t a x e s ,  up 8.6 percent  from f i s c a l  1966. The 1965-1966 inc rease  was 12.5 
pe rcen t ,  r e f l e c t i n g  i n  p a r t  t he  cons iderable  volume of t ax  enactments dur ing  
the  1965 l e g i s l a t i v e  year .  A s i m i l a r  jump i n  the  r a t e  of i nc rease  can be ex-  
pected between f i s c a l  yea r s  1967 and 1968. It i s  es t imated  t h a t  s l i g h t l y  more 
than h a l f  of the  inc rease  i n  S t a t e  t ax  c o l l e c t i o n s  over the  p a s t  15 yea r s  can 
be a t t r i b u t e d  t o  new and increased  t axes ;  the  remainder t o  t he  response of o ld  
taxes  t o  n a t i o n a l  growth. 

Tax revenue of l o c a l  governments amounted t o  about $29 b i l l i o n  i n  the  
12-month period t h a t  ended on June 30, 1967 (roughly the  same time period en-  
compassed by the  S t a t e s '  1967 f i s c a l  y e a r s ) .  About seven-eighths of t h a t  
t o t a l ,  some $25 b i l l i o n ,  came from l o c a l  proper ty  t axes .  The annual  t o t a l  
p roper ty  t a x  t ake ,  i nc lud ing  about $1 b i l l i o n  c o l l e c t e d  by the  S t a t e  govern- 
ments, reached the $27 b i l l i o n  mark by the  end of 1967. 

General Sales Taxes (Tab les  5 - 9) 
Two new t axes  and 11 r a t e  i nc reases  cha rac t e r i zed  the  gene ra l  s a l e s  t a x  

f r o n t  i n  1967. Pennsylvania,  which had r a i s e d  i t s  r a t e  t o  5 percent  i n  1963-- 
the  h ighes t  r a t e  i n  t he  Nation--assured i t s  high s t and ing  by adopting a  6 pe r -  
c e n t  r a t e  i n  1967. It should be noted,  however, t h a t  Pennsylvania i s  one of 
only t h r e e  S t a t e s  t o  exempt wearing appa re l  i n  gene ra l ,  except  f o r  c e r t a i n  
luxury i tems ?the o t h e r  two a r e  Minnesota and 8 i scons in ) ,  and, t oge the r  w i th  
13 o t h e r  S t a t e s  i t  exempts both food f o r  home consumption and p r e s c r i p t i o n  
medicines.  

Khile  r a i s i n g  i t s  S t a t e  r a t e  from 2 1 /2  t o  3 pe rcen t ,  Wyoming repealed 
the  l o c a l  op t ion  112 percent  t a x ,  thus  keeping the o v e r a l l  r a t e  unchanged f o r  
most of i t s  populat ion.  P r i o r  t o  r e p e a l ,  a t  l e a s t  13 coun t i e s  and 20 munici- 
p a l i t i e s  had adopted the  l o c a l  "piggy-back" s a l e s  tax .  Nevada increased  i t s  



r a t e  by 1 percentage po in t  (from 2 t o  3 percent )  bu t  provided t h a t  the  addi -  
t i o n a l  tax  be re turned  t o  the  count ies  i n  which i t  o r i g i n a t e s  ( i n  e f f e c t  a 
mandatory county s a l e s  t a x ) .  

As of January 1, 1968, S t a t e  genera l  s a l e s  t ax  r a t e s  were d i s t r i b u t e d  
a s  fol lows:  

Rate (percent )  NO. of s t a t e s 1 1  

.................. Tota l  4511 

Fourteen S t a t e s  exclude food f o r  home consumption and 22 exclude pre-  
s c r i p t i o n  medicine from t h e i r  s a l e s  t ax  base (14 exclude both i tems) .  I n  
a d d i t i o n ,  6 S t a t e s  provide income t a x  c r e d i t s  i n  l i e u  of food exemptions. 
Both Minnesota and Nebraska exempt food from t h e i r  newly enacted genera l  s a l e s  
t axes ,  the  former d i r e c t l y  and the  l a t t e r  a s  an income t a x  c r e d i t .  

Ohio and Texas au thor ized  l o c a l  governments t o  levy gene ra l  s a l e s  taxes  
i n  1967 a s  supplements t o  t h e i r  r e spec t ive  S t a t e  taxes .  I n  Colorado, where 
only home r u l e  c i t i e s  could levy s a l e s  t axes ,  a u t h o r i t y  was extended t o  coun t i e s  
and t o  many of t he  smal le r  c i t i e s  and towns t o  impose l o c a l  s a l e s  t axes  up t o  
4 percent  ( the  combined S t a t e  and l o c a l  r a t e  may not  exceed 7 pe rcen t ) .  Local 
genera l  s a l e s  taxes  a r e  now permit ted i n  17 S t a t e s  and i n  9 they a r e  requi red  
t o  be administered by the  S t a t e  (piggy-back s a l e s  t a x ) .  I n  4 more, S t a t e  ad- 
m i n i s t r a t i o n  i s  op t iona l .  About 3,000 l o c a l i t i e s  now levy genera l  s a l e s  t a x e s ,  
with the  l a r g e s t  number (about 1,300) i n  I l l i n o i s .  C a l i f o r n i a  i s  second, wi th  
over 400 l o c a l  s a l e s  t a x e s ,  and Alabama, Mis s i s s ipp i ,  Utah, and Vi rg in i a  fo l low,  
wi th  we l l  over 100 each. Local genera l  s a l e s  taxes  produced almost $1 112 
b i l l i o n  i n  1965-66, and the  t o t a l  may w e l l  be approaching $1 314 t o  $2 b i l l i o n  
by 1967-68. 

Income Taxes (Tab les  70 - 16)  

I n  a d d i t i o n  t o  t he  f i v e  new personal  and corpora te  income t axes ,  t h e r e  
were s i x  r a t e  i nc reases  i n  the  personal  income t a x  a rea  and e i g h t  i n  corpora-  
t i o n  taxes .  C a l i f o r n i a ,  Iowa, North Caro l ina ,  and Vermont r a i s e d  t h e i r  personal  
and dependency exemptions, thus  reducing somewhat the  income t a x  l i a b i l i t i e s  
f o r  some taxpayers .  The C a l i f o r n i a  change involved a s h i f t  from personal  and 
dependency deduct ions t o  c r e d i t s .  

11 Inc ludes  the  D i s t r i c t  of Columbia. - 



The new Nebraska personal  income t a x  fol lows the  Alaska system of bas ing  
i t s  r a t e  on the  Fede ra l  t ax  l i a b i l i t y .  Vermont rev ised  i t s  r a t e  s t r u c t u r e  a long  
s i m i l a r  l i n e s .  Michigan's new personal  income t a x  i s  a t  a  f l a t  2.6 percent  r a t e ,  
while  Maryland s h i f t e d  from a  f l a t - r a t e  t o  a  graduated- ra te  t ax .  

As p a r t  of Maryland's comprehensive t a x  r e v i s i o n ,  t h a t  S t a t e  au thor ized  
i t s  coun t i e s  t o  levy l o c a l  personal  income t axes  on t h e i r  r e s i d e n t s  a t  r a t e s  
up t o  50 percent  of the  S t a t e  t a x  l i a b i l i t y .  It became the  f i r s t  t o  provide 
f o r  S t a t e  admin i s t r a t i on  of l o c a l  income t axes .  Michigan enacted l e g i s l a t i o n  
providing f o r  S t a t e  admin i s t r a t i on  of c i t y  income taxes  by mutual agreement, 
bu t  t he  l e g i s l a t i o n  does not  go i n t o  e f f e c t  u n t i l  December 31, 1969. 

There i s  now widespread use of l o c a l  income taxes  i n  f i v e  S t a t e s  
(Kentucky, Maryland, Michigan, Ohio, and Pennsylvania) .  Local income taxes  a r e  
a l s o  lev ied  by Gadsden, Alabama, Kansas C i t y ,  and S t .  Louis ,  Missour i ,  and New 
York C i ty .  I n  a l l ,  w e l l  over 3,000 l o c a l  j u r i s d i c t i o n s  levy income o r  p a y r o l l  
t axes ,  the  g r e a t  ma jo r i t y  of them i n  Pennsylvania.  Local income t a x a t i o n  pro-  
duced almost one-half b i l l i o n  d o l l a r s  i n  1965-66, and w i l l  probably approach 
th ree - fou r ths  of a  b i l l i o n  d o l l a r s  by the  c l o s e  of t he  l o c a l i t i e s '  1967-68 
f i s c a l  yea r s .  

Three S t a t e s  joined the  growing l i s t  of those al lowing S t a t e  personal  
income t a x  c r e d i t s  o r  refunds (where the  amount of t h e  c r e d i t  exceeds the  t a x  
l i a b i l i t y )  a s  a  means of r e l i e v i n g  the  r eg re s s ive  s t i n g  of heavy consumer o r  
proper ty  taxes .  I n  enac t ing  a  combined sales-income t a x  package, Nebraska 
provided a  $7 per  exemption income t a x  c r e d i t  t o  o f f s e t  the  s a l e s  t ax  on food. 
Iowa now provides a  d e c l i n i n g  income t a x  c r e d i t  based on income. And Minnesota 
joined Wisconsin i n  al lowing property t a x  r e l i e f  t o  s en io r  c i t i z e n s  v i a  t h e  
income t ax  c r e d i t  rou te .  

Michigan 's  income t a x  enactment was p a r t  of a  comprehensive t a x  reform 
program whereby the  S t a t e  repea led  the  bus iness  a c t i v i t i e s  t ax  and provided 
proper ty  t ax  r e l i e f .  A p a r t i a l  c r e d i t  i s  allowed f o r  proper ty  taxes  or  a  
po r t ion  of r e n t a l  payments i n  l i e u  of proper ty  t axes ,  t he  percentage of the  
c r e d i t  d e c l i n i n g  a s  the  amount of t he  proper ty  t a x  l i a b i l i t y  i nc reases .  A 
s i m i l a r  s l i d i n g  s c a l e  c r e d i t  i s  allowed f o r  c i t y  income t axes .  The amount of 
t hese  c r e d i t s  cannot exceed the  S t a t e  income t ax  l i a b i l i t y .  The Michigan 
l e g i s l a t u r e  a l s o  adopted a  proposed c o n s t i t u t i o n a l  amendment t o  au tho r i ze  
enactment of a  graduated income t a x ,  t o  be submit ted t o  t he  e l e c t o r a t e  a t  the  
1968 genera l  e l e c t i o n .  

Cigaret te  and Gasol ine  T a x e s  ( T a b l e s  22 - 27) 

C i g a r e t t e s  were not  subjec ted  t o  t he  heavy bombardment of t ax  inc reases  
they experienced i n  1965. There were 11 r a t e  i nc rease  enactments i n  1967, about 
h a l f  the  1965 number. C a l i f o r n i a  and Maine both r a i s e d  t h e i r  r a t e s  twice: the 
former enacted a  two-step inc rease  from 3 t o  7 c e n t s  and from 7 t o  10 c e n t s  a  
package; the l a t t e r  r a i s e d  i t s  r a t e  from 8 t o  10 cen t s  a  package i n  two sepa-  
r a t e  a c t i o n s .  Pennsylvania r a i s e d  i t s  r a t e  t o  13 cen t s  a  pack, t he  h ighes t  
S t a t e  r a t e  i n  t he  Nation. C i g a r e t t e s  purchased i n  New York C i ty ,  however, 
have the  d i s t i n c t i o n  of bear ing  the  h ighes t  S t a t e - l o c a l  r a t e - - a  10 cen t  per 
pack S t a t e  r a t e  and a  4 cen t  per  pack c i t y  t ax .  The range of S t a t e  c i g a r e t t e  
tax  r a t e s  on January 1, 1968, was a s  fol lows:  



Rate (cents  per  
s tandard  pack of 20) 

To ta l  .................. 50 

Nine S t a t e s  r a i s e d  t h e i r  gaso l ine  t ax  r a t e s  dur ing  1967. Washington 
r a i s e d  i t s  r a t e  from 7 1 1 2  cen t s  t o  9 cen t s  per  g a l l o n ,  t h e  h ighes t  i n  t he  
Nation. While adding 1 cen t  per  ga l lon  t o  i t s  S t a t e  r a t e ,  New Mexico repea led  
the  a u t h o r i t y  f o r  c i t i e s  t o  levy a  t ax  of up t o  1 cen t .  As of January 1, 1968, 
the  g r e a t  ma jo r i t y  of S t a t e s  s t i l l  taxed gasol ine  a t  6  t o  7 c e n t s  per  g a l l o n ,  
a s  shown by the  fol lowing d i s t r i b u t i o n :  

Rate (cents  per  ga l lon )  NO. of s t a t e s 2 1  

To ta l  ................... 51 

Real Estate  Transfer Taxes ( T a b l e  32) 

The t a x a t i o n  of r e a l  e s t a t e  t r a n s f e r s  was re l inquished  t o  t h e  S t a t e s  and 
l o c a l  governments when the  U.'S. Congress repealed the  Federa l  t ax  on r e a l t y  
conveyances a s  p a r t  of the  Excise Tax Reduction A c t  of 1965. A t  the  urging of 

11 Inc luding  the  D i s t r i c t  of Columbia ( 3 ~  per  pack).  Hawaii with a  r a t e  of - 
40% of wholesale p r i c e ,  i s  es t imated  a t  7 1 1 2 ~  per  pack; and New Hampshire, 
with a  r a t e  of 30% of r e t a i l  p r i c e ,  a t  6 1/2q. 

2 1  Includes the  D i s t r i c t  of Columbia ( 7 ~  per g a l l o n ) .  - 
31 Inc ludes  Oklahoma, a t  6 . 5 8 ~ .  - 



t he  Advisory Commission, r epea l  of the  Federa l  r e a l  e s t a t e  t r a n s f e r  t a x  was 
made e f f e c t i v e  January 1, 1968, t o  give the  S t a t e s  an oppor tuni ty  t o  enac t  
t h e i r  own t r a n s f e r  taxes  and t o  avoid a  "blackout" of information on r e a l  e s t a t e  
s a l e s  p r i ce s  i n  the  in t e r im .  

P r i o r  t o  1965, only a  dozen S t a t e s  and t h e  D i s t r i c t  of Columbia imposed 
r e a l t y  t r a n s f e r  t axes .  Since t h a t  t ime,  2 1  S t a t e s  have enacted such l e g i s l a -  
t i o n ,  e i t h e r  f o r  S t a t e  o r  f o r  l o c a l  use,  and 16 of those enactments occurred 
dur ing  1967. Three of the  1967 enactments were add i t i ons  t o  e s t a b l i s h e d  r e a l t y  
t r a n s f e r  t axes .  On January 1, 1968, 30 S t a t e s  and the  D i s t r i c t  of Columbia 
imposed S t a t e  o r  l o c a l  r e a l  e s t a t e  t r a n s f e r  t axes ,  o r  both. New York C i t y  
a l s o  lev ied  such a  t a x ,  although the re  i s  no such s ta tewide  t ax  i n  New York 
S t a t e .  

CHARACTERISTICS OF A HIGH QUALITY 
STATE-LOCAL TAX SYSTEM 

I n  a  comprehensive s tudy of intergovernmental  f i s c a l  problems, the  
Advisory Commission found "a d e f i n i t e  S t a t e  move i n  t he  d i r e c t i o n  of a  more 
balanced r e l i a n c e  on both forms of taxa t ion"  (genera l  s a l e s  and personal  income 
taxes)  .&I The ever-growing demands f o r  a d d i t i o n a l  revenue t o  provide the  new 
and expanding publ ic  s e r v i c e s  a t  t he  S t a t e  and l o c a l  government l e v e l s  make i t  
abundantly c l e a r  t h a t  S t a t e s  need t o  make e f f e c t i v e  use of both consumer and 
income taxes .  A s  noted e a r l i e r ,  30 S t a t e s  now impose both l e v i e s .  

With t h i s  f i s c a l  r e a l i t y  i n  mind, and i n  the  l i g h t  of previous Commission 
r e p o r t s ,  i t  i s  poss ib l e  t o  i d e n t i f y  the c h a r a c t e r i s t i c s  of a  "high qua l i t y"  
S t a t e - l o c a l  t ax  sys tem. The fol lowing should be emphasized .ll 

S t a t e  personal  income tax.--A S t a t e  can make e f f e c t i v e  and e q u i t a b l e  
use of t he  personal  income t ax  i f  i t  meets a t  l e a s t  t h r e e  c r i t i c a l  t e s t s :  

--To i n s u r e  f a i r n e s s ,  provides f o r  personal  eeemptions a t  l e a s t  
a s  generous a s  those under the Federa l  income t a x ;  

--To promote taxpayer convenience and admin i s t r a t i ve  s i m p l i c i t y ,  
employs withholding a t  the source and conforms the  t e c h n i c a l  
provis ions  of i t s  law t o  Federa l  p rov i s ions ;  and 

--To in su re  p r o d u c t i v i t y ,  makes e f f e c t i v e  use of t he  income t ax  
a s  evidenced by S t a t e  t ax  c o l l e c t i o n s  equal  t o  a t  l e a s t  20 
percent  of the  Federa l  personal  income tax  c o l l e c t i o n s  i n  t h a t  
S t a t e .  

1/ F i s c a l  Balance i n  the  American Federa l  System, Vol. I ,  Chap. 4 ,  ( In  p r e s s ) .  - 
21  I b i d .  - 



According t o  a  recent  c a l c u l a t i o n ,  only 11 of t he  33 S t a t e s  wi th  broad- 
based personal  income taxes  (excluding the newly enacted Michigan and Nebraska 
taxes)  met t h i s  l a s t  requirement i n  terms of the r a t i o  of t h e i r  c o l l e c t i o n s  t o  
Federal  tax  r e c e i p t s :  

Alaska. . . . . . . . . .  25.3% New York.. . . . . . . . . .  20.6% 
.. Delaware.... . . . .  21.7 North Caro l ina . . .  21.1 

Hawaii . . . . . . . . . .  26.5 Oregon. ............ 31.5 
Idaho. . . . . . . . . . .  25.4 Utah.. ............. 21.4 
Minnesota. . . . . . .  29.0 Vermont. . . . . . . . . . . .  30.4 

Wisconsin. . . . . . . . . .  32.8 

Income t ax  "musts," i t  should be noted,  do not  inc lude  graduated r a t e s  
because a  broad-based f l a t  r a t e  t ax  can pack both a  heavy revenue punch and 
provide a  s u b s t a n t i a l  degree of progression when combined with personal  ex-  
emptions. Personal  exemptions p r o t e c t  the  very poor from the exac t ions  of the  
t a x  c o l l e c t o r  and they au tomat ica l ly  a d j u s t  t ax  l i a b i l i t y  f o r  s i z e  of family. 
The pol icy  on graduated t a x  r a t e s  i s  b e s t  resolved by each S t a t e  l e g i s l a t u r e  
i n  l i g h t  of l o c a l l y  p reva i l i ng  circumstances.  

S t a t e  s a l e s  and use t ax . - -S t a t e s  can make e f f e c t i v e  and f a i r l y  e q u i t a b l e  
use of a  s a l e s  t a x  i f  t h r ee  prime condi t ions  a r e  met: 

--To i n s u r e  p roduc t iv i ty ,  the  t a x  base employed covers  most 
personal  s e rv i ces  a s  w e l l  a s  r e t a i l  s a l e  of t ang ib l e  i tems;  

--To i n s u r e  f a i r n e s s ,  some provis ion  i s  made f o r  "pu l l i ng  the  
r eg re s s ive  s t i nge r1 ' - - e i t he r  an o u t r i g h t  exemption of food 
and drug purchases o r  a  system of income t a x  c r e d i t s  and 
cash refunds t o  s h i e l d  subs i s t ence  income from the  s a l e s  
tax  c o l l e c t o r ' s  reach;  and 

--To promote taxpayer convenience and admin i s t r a t i ve  s i m p l i c i t y ,  
S t a t e s  must c r e d i t  t h e i r  taxpayers  f o r  s a l e s  and use taxes  
paid t o  o the r  S t a t e s ;  e l imina te  charges f o r  a u d i t  of m u l t i -  
s t a t e  f i rms ;  exchange a u d i t  and o t h e r  information with one 
another ;  and permit l o c a l  governments t o  "piggy-back" t h e i r  
levy on the  S t a t e  s a l e s  tax .  

General s a l e s  taxes  a r e  au thor ized  f o r  l o c a l  use i n  17 S t a t e s  and i n  
most of these  t h e r e  has  been widespread adoption by the  l o c a l i t i e s .  Unless a  
S t a t e  is  w i l l i n g  t o  allow i t s  l o c a l i t i e s  t o  "piggy-back" a  l o c a l  supplement on-  
t o  the  S t a t e  t a x ,  i t  should be wary of extending t h i s  type of nonproperty t a x -  
i ng  power t o  l o c a l i t i e s .  S t a t e s  would be we l l  advised t o :  

--Limit l o c a l  nonproperty tax ing  powers t o  a s  l a rge  tax ing  
areas  a s  poss ib l e ,  i d e a l l y  co inc id ing  wi th  the  boundaries 
of t r ad ing  and economic a r e a s ;  

- -Prescr ibe r u l e s  governing taxpayers ,  t a x  base ,  and r a t e s ,  
e t c . ,  uniformly app l i cab le  t o  a l l  l o c a l  t ax ing  j u r i s d i c t i o n s ;  
and 

--Provide t e c h n i c a l  a s s i s t a n c e  i n  adminis te r ing  and enforc ing  
nonproperty taxes .  



Local proper ty  tax.--Any e f f o r t  t o  c r e a t e  a  more e f f e c t i v e  and e q u i t a b l e  
revenue system f o r  S t a t e  government must a l s o  come t o  g r i p s  wi th  l o c a l  property 
t a x  overburdens. By a l l  odds, t h i s  $26 b i l l i o n  revenue producer s t ands  out  a s  
the  " s i ck  g i an t "  of our  domestic revenue system--a f i s c a l  pathology t h a t  can 
be t r aced  t o  i n d i v i d u a l  and group proper ty  taxpayer overburden s i t u a t i o n s .  

Ind iv idua l  proper ty  taxpayer overburden s i t u a t i o n s  can be t r aced  t o  
e i t h e r :  

(a)  Over-assessment due t o  the  lack  of uniform va lua t ion  p r a c t i c e s  
--an admin i s t r a t i ve  ma t t e r ;  o r  

(b) Below average family income t h a t  r a i s e s  an a b i l i t y  t o  pay 
i s s u e .  

Proper ty  owners a s  a  group--those r ep re sen t ing  an e n t i r e  l o c a l  j u r i s -  
d ic t ion- -can  a l s o  be r e l a t i v e l y  overburdened by: 

(a)  Unusually high governmental c o s t s  due t o  poor management 
p r a c t i c e s  ; 

(b) An underdeveloped t a x  base due t o  t he  p o l i t i c a l  f r a c t i o n a t i o n  
of t he  met ropol i tan  economic e n t i t y ;  o r  

(c )  An anemic t a x  base o r  ex t r ao rd ina ry  expenditure  demand o r  
both caused by the  heavy concen t r a t ion  of poor people w i th in  
t h e  j u r i s d i c t i o n .  

Reducing the  overburden due t o  unequal assessments.--Tax overburdens 
p re sen t  pe renn ia l  problems f o r  those concerned wi th  e q u i t a b l e  l o c a l  t a x a t i o n .  
P a r t  of t he  problem stems from the  inhe ren t ly  d i f f i c u l t  t a s k  of e s t ima t ing  t h e  
market va lue  of t axab le  property.  This assignment becomes even more d i f f i c u l t  
i n  a r e a s  exper ienc ing  r ap id  change i n  property va lues .  

The p o s s i b i l i t y  f o r  over-assessment and under-assessment i s  g r e a t l y  i n -  
c reased  by two p o l i t i c a l  f a c t s .  F i r s t ,  i n  many j u r i s d i c t i o n s  a s se s so r s  a r e  
s e l e c t e d  on the  b a s i s  of t h e i r  popu la r i t y  on e l e c t i o n  day r a t h e r  than f o r  t h e i r  
t e c h n i c a l  a b i l i t y  i n  e s t ima t ing  the  market va lue  of t axab le  proper ty .  Second, 
t h e r e  i s  the  c l a s s i c  c o n f l i c t  between S t a t e  assessment law and l o c a l  assessment 
p r a c t i c e  . 

The laws of most S t a t e s  c l e a r l y  imply t h a t  proper ty  i s  t o  be assessed  
f o r  t a x a t i o n  a t  es t imated  market va lue  (see t a b l e  3 3 ) .  These S t a t e  v a l u a t i o n  
d i r e c t i v e s  have been f l a g r a n t l y  v i o l a t e d  by the  time-honored and pervasive 
p r a c t i c e  of f r a c t i o n a l  va lua t ion .  On a  nationwide b a s i s ,  r e a l  e s t a t e  on the  
average i s  probably being assessed  a t  approximately 25 percent  of i t s  c u r r e n t  
market va lue .  To make ma t t e r s  worse, most S t a t e  t a x  admin i s t r a to r s  lack  the  
r e q u i s i t e  p o l i t i c a l  backing needed t o  equa l i ze  l o c a l  assessment l e v e l s  a t  any 
uniform percentage of c u r r e n t  market va lue .  

A s  a  r e s u l t  of t he  i n a b i l i t y  of most S t a t e s  t o  enforce  a  uniform va lua-  
t i o n  s t anda rd ,  proper ty  owners a r e  l e f t  i n  t he  dark  when i t  comes t o  judging 
the  f a i r n e s s  of t h e i r  assessment.  The so -ca l l ed  "public" t a x  r o l l  becomes a  
convenient graveyard i n  which l o c a l  a s s e s s o r s  can bury t h e i r  mis takes- -  
p r o p e r t i e s  both over-assessed and under-assessed.  



To f a c i l i t a t e  more uniform assessment of p rope r ty ,  t he  Advisory Com- 
mission i n  a  r e p o r t  on The Role of the  S t a t e s  i n  S t rengthening  t h e  p rbpe r ty  
Tax o f f e r ed  a  d e t a i l e d  p r e s c r i p t i o n  f o r  reducing t h e  i n e q u i t i e s  caused by - 
f a u l t y  assessment p r a c t i c e s .  Underpinning the  29 po l i cy  recommendations a r e  
the  fol lowing major assumptions: 

1. That t h e  p r e v a i l i n g  j o i n t  S t a t e - l o c a l  system f o r  adminis te r ing  
the  proper ty  t ax  can work wi th  a  reasonable  degree of e f f e c -  
t i v e n e s s  only i f  t he  S t a t e  t ax  department i s  given s u f f i c i e n t  
execut ive  suppor t ,  l e g a l  a u t h o r i t y ,  and p ro fe s s iona l  s t a t u r e  
t o  i n s u r e  l o c a l  compliance wi th  S t a t e  law c a l l i n g  f o r  un i -  
formity of t ax  t rea tment .  

2 .  That p r o f e s s i o n a l i z a t i o n  of t he  assessment func t ion  can be 
achieved only i f  t h e  a s se s so r  i s  removed from the  e l e c t i v e .  
process  and s e l e c t e d  on the  b a s i s  of demonstrated a b i l i t y  
t o  app ra i s e  proper ty .  

3 .  That t he  pe renn ia l  c o n f l i c t  between S t a t e  law c a l l i n g  f o r  
f u l l  va lue  assessment and t h e  l o c a l  p r a c t i c e  of f r a c t i o n a l  
assessment can be reso lved  most exped i t i ous ly  by pe rmi t t i ng  
l o c a l  assessment o f f i c i a l s  t o  a s s e s s  a t  any uniform pe r -  
centage of c u r r e n t  market va lue  above a  s p e c i f i e d  minimum 
l e v e l  provided t h i s  po l i cy  i s  r e in fo rced  wi th  two important  
sa feguards :  

a ,  A f u l l  d i s c l o s u r e  p o l i c y ,  r e q u i r i n g  t h e  S t a t e  t a x  
department t o  make annual  county assessment r a t i o  
s t u d i e s  and t o  g ive  proper ty  owners a  f u l l  r e p o r t  
on t h e  f r a c t i o n a l  v a l u a t i o n  pol icy  adopted by 
county a s s e s s o r s ,  and 

b. An appea l  p rovis ion  t o  s p e c i f i c a l l y  au tho r i ze  t he  
i n t r o d u c t i o n  of S t a t e  assessment r a t i o  d a t a  by t h e  
taxpayer  a s  evidence i n  appeals  t o  review agencies  
on the  i s s u e  of whether h i s  assessment i s  i n e q u i t -  
a b l e .  

Reducing the  overburden due t o  low family income.--If t h e  l o c a l  a s s e s s o r  
could equa l i ze  a l l  p roper ty  t a x  assessments a t  f u l l  va lue ,  o r  a t  some uniform 
percentage t h e r e o f ,  t h e  c o l l e c t i o n  of t h i s  t ax  would s t i l l  c r e a t e  s p e c i a l  hard-  
s h i p s  f o r  p roper ty  owners with low incomes. 

~ l t h o u ~ h '  t h e  va lue  of t he  family res idence  s e r v e s ' a s  a  f a i r l y  good proxy 
of a b i l i t y  t o  pay taxes  i n  a  r u r a l  s o c i e t y ,  and s t i l l  does i n  suburb ia ,  t o t a l  
household income s t ands  out  a s  a  f a r  more p r e c i s e  measure of t axab le  capac i ty  
i n  our  modern urban s o c i e t y .  This  po in t  can be grasped quick ly  from examples 
of t h e  hardsh ip  t h a t  t he  payment of r e s i d e n t i a l  p roper ty  taxes  imposes on low 
income households.  With r e t i r emen t ,  the flow of income drops sha rp ly  and a  
$300 a  year  proper ty  t ax  b i l l  t h a t  once could be taken i n  q t r i d e  becomes a  d i s -  
p ropor t i ona t e  c la im on the  income of an e l d e r l y  couple  l i v i n g  on a  pension of 
$1,500. By t h e  same token,  i f  t he  flow of income f a l l s  sha rp ly  a s  a  r e s u l t  of 
t h e  dea th  o r  phys i ca l  d i s a b i l i t y  of t h e  breadwinner,  o r  due t o  unemployment, 
then aga in  payment of t he  r e s i d e n t i a l  p roper ty  t a x  can become an ex t r ao rd ina ry  
t a x  burden. 



The most no t ab l e  a t tempt  t o  come t o  t h e  a i d  of p roper ty  owners deemed 
t o  be c a r r y i n g  excess ive  t ax  burden i n  r e l a t i o n  t o  income can be found i n  
Wisconsin's 1964 t ax  c r e d i t  p lan  t h a t  r e b a t e s  t o  low income e l d e r l y  persons--  
both homeowners and r e n t e r s - - t h a t  p a r t  of t h e i r  p roper ty  t a x  payment t h a t  i s  
i n  excess  of 5 percent  of household income. Because t h i s  t a x  r e l i e f  program 
i s  f inanced from S t a t e  funds and adminis te red  by the  S t a t e  Tax Department i t  
n e i t h e r  erodes t he  l o c a l  t ax  base nor  i n t e r f e r e s  i n  any way wi th  t h e  l o c a l  
assessment process .  

The reduc t ion  of t a x  d i s p a r i t i e s  between h igh  and low income communities 
w i th in  me t ropo l i t an  a r e a s  can be c i t e d  a s  a  b e n e f i c i a l  s i d e  e f f e c t  of t he  
Wisconsin p lan .  Because t he  poor tend t o  c l u s t e r  t o g e t h e r ,  t he  mailman w i l l  
d e l i v e r  most of t he  proper ty  t a x  refund checks t o  households i n  the  low i n c m e  
communities. Thus, t h e  g ran t ing  of t ax  r e l i e f  t o  t he  low income e l d e r l y  moves 
i n  the "r igh t"  e q u a l i z a t i o n  d i r e c t i o n  from both t h e  i n t e r - j u r i s d i c t i o n a l  and 
i n t e r - p e r s o n a l  s t andpo in t s .  Moreover, t he  t ax  c r e d i t  c an  be viewed a s  the 
most e f f i c i e n t  t a x  r e l i e f  mechanism because i t  can be s o  designed t o  maximize 
t he  amount of a i d  extended t o  low income homeowners and r e n t e r s  whi le  minimiz- 
i ng  l o s s  of revenue. 

I n  a  number of S t a t e s ,  homestead exemption, a  durab le  by-product of t h e  
1930's  dep re s s ion ,  o f f e r s  some p r o t e c t i o n  from undue proper ty  t a x  burdens on 
low-income occupants of dwell ings and farms. This method bestows proper ty  
t ax  r e l i e f  t o  a l l  homeowners, however, no t  j u s t  those w i th  low incomes, and 
misses  completely the  low income f ami l i e s  i n  r en t ed  p r o p e r t i e s .  Moreover, a s  
t h i s  Commission r epo r t ed  i n  i t s  
S t rengthening  t h e  Proper ty  Tax, 
s u b s t a n t i a l  amount of i n j u s t i c e  
d i c t i o n s  a t  a  l a r g e  and usua l ly  
revenue. 

- 

1963 s tudy on The Role of t h e  S t a t e s  i n  
t h e  po l i cy  of homestead exemption involves  a  
among i n d i v i d u a l  taxpayers  and t ax ing  j u r i s -  
unwarranted s a c r i f i c e  of l o c a l  p roper ty  t a x  

STATE TAX LEGISLATION SUGGESTED 
BY T H E  ADVISORY COMMISSION 

I n  t he  course  of i t s  s t u d i e s ,  t he  Advisory Commission has  made numerous 
recommendations f o r  improving s t a t e  and l o c a l  t ax  s t r u c t u r e s .  Those recommenda- 
t i o n s  have been converted t o  a  s e r i e s  of po l i cy  s ta tements  and l e g i s l a t i v e  
language f o r  t he  cons ide ra t i on  of S t a t e  t ax  policymakers.  These a r e  publ ished 
i n  t he  annual  S t a t e  L e g i s l a t i v e  Program of t he  Advisory Commission on In t e rgov-  
ernmental  Re la t i ons .  

Po l i cy  s ta tements  and S t a t e  l e g i s l a t i v e  proposa ls  r e l a t i n g  t o  S t a t e  and 
l o c a l  t axes  appear i n  the  Appendix. Copies of t he se  and of any o the r  po l icy  
s ta tements  and p ieces  of l e g i s l a t i o n  t h a t  appear  i n  the  S t a t e  L e g i s l a t i v e  
Program may be obtained i n  " s l i p  b i l l "  form on r eques t  from the  Commission. 



TABLE 1. --STATES INCREASING TAX RATES AND ENACTING NEW TAXES, SELECTED TAXES, JANUARY 1, 1959-68 

Alabama ...... 
Alaska ....... 
Arizona...... 

..... Arkansas 
. California.. 

Colorado ..... 
Cnnnecticul.. 
Delaware..... 
Florida ...... 
'eorgia ...... 
Hawaii ....... 
Tdaho ........ 
Lllinois..... 
Indiana. ..... 
1ow;i. ........ 

' Ksnsas ....... 
... Kentucky.. 

, Louisiana.. .. 
Maine ........ 
Maryland ..... 
Massachusetts 
Michigan ..... 
Minnesota.... 
Mississippi.. 
Missouri..... 

Sales 

X 

.... 
X 

.... 
X - 

X 

X 

.... 

.... 

.... 
X 

N 
XXX 

NZ 
X - 

X 

N 
.... 
xX .... 
N 
X 

N - 
X 

X 

'ersonal 
income 

.... 
X 

XX 
.... 
XX 

X 

.... 
X 

.... 

.... 
X 

XX 

.... 
~21 
xx 

X 

.... 

.... 

.... 
X - 

X - 
N - 
XXX 

.... .... 

Zorporation 
income 

X 

X 

XX 

.... 
$1 
xx 

X 

.... 

.... .... 
X - 

X - 
N - 
XXX - .... 
.... 

40tor 
fuel 

XXX -- 
X 

X 

X 

~d.1 

Nx 
XXX 

XX 

X 

X 

X 

XXX 

xxx 

XX 

xxxx 

XX 

.... 

.... 
x x g  

X 

X 

X 

XXX 

XX 

X 

Alcoholic 
beverage 

- 

X 

X 

X 

.... 
Xx 
X 

X 

X 

XX - 
X 

X 

XXX 

X 

.... 
xx 

XX 

.... 

.... 
X 

.... 
X 

X 

X 

N 
X 

State 

Montana...... 
Nebraska ..... 
Nevada. ...... 
N. Hampshire. 
New Jersey ... 
N. Mexico.... 
New York.. ... 
N. Carolina.. 
N. Dakota. ... 
Ohio....... .. 
Oklahoma ..... 

....... Oregon 
Pennsylvania. 
Rhode Island. 
S. Carolina.. 

S. Dakota.... 
Tennessee.. .. 
Texas........ 
Utah.. ....... 
Vermont...... 

Virginia ..... 
Washington ... 
W. Virginia.. 
Wisconsin.... 
Wyoming ...... 
Dist. of Col. 

- 
Sales 

.... 
N - 
X - .... 
N 

X 

N 
.... 
xx 
X - 

.... 

.... 
xxz 
xxx 
.... 
X .... 
N 
XX 

.... 
N 
XXX - 
X 

N 
X& 
X 

- 

Personal 
income 

XXZ 

N - .... 
.... 
N21 

X 

X .... .... 
.... 
.... 
.... .... .... 
X 

.... .... .... 
X .... 

.... 

.... 
N 

XXXX 

.... 
X 

:orporation 
income 

Note: Each x indicates a tax increase enactment, and each N indicates a new tax; I967 enactments are underlined. 

11 California enacted a two-step cigarette tax increase, - 
from 3~ to 7~ a package eff. 8/1/67 and a further 
increase from 7~ to 1 0 ~  eff. 1011167. 

31  "Commuter Income" tax. - 

41 Increase in diesel fuel tax rate only. - 

Motor 
fuel 

.... 
XX 

X 

XX 
XXX 

X 

XX 

.... 
X 

XZ 

XX 

N 
xxx 
XX 

X 

XXX 

xX_ 
XX 

X 

XXX 

N 
XXX 

X 

XXX 

X& 
X 

Alcoholic 
beverage 

X 

X 

X 

.... 
X 

XX 

X 

X 

X 

X 

N 
.... 
X 

.... 
X 

X 

xxs 

X 

.... 

.... 
X 

X .... 
XXX 

&I 
XX 

21 Partly replaces the gross income tax. - 51 Beer tax increase declared unconstitutional (1963). - 



TABLE 2.--NATIONAL SUMMARY OF STATE TAX REVENUE. BY TYPE OF TAX: 

Tax source 

Tota l  col lec t ions  . . . . . . . . . . . . . . . . . . . . . . . . .  
Sales  and gross  r e ce ip t s  ........................ 

General . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Selec t ive  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Motor fue ls  

Alcoholic beverages . . . . . . . . . . . . . . . . . . . . . . . . .  
Tobacco products ............................ 
Insurance ................................... 
Public u t i l i t i e s  ............................ 
Other ....................................... 

Licenses ........................................ 
Motor vehicles ................................ 

....................... Motor vehicle operators 

Corporations i n  general ....................... 
Alcoholic beverages ........................... 
Other ......................................... 

...... Individual income1 .................... ... 
Corporations ne t  income1 ....................... 

........................................ Property 

Death and g i f t  .................................. 
Severance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Other .......................................... 

Amounts (in millions) Percent increase ac 
decrease (-) 

Percent 
Wr ibut ion .  

1967 

Per 
capita. 
1967 

Note: Because of rounding. d e t a i l  may not  add t o  t o t a l s  . Per c a p i t a  and 
percent  f i g u r e s  a r e  computed on the  b a s i s  of amounts rounded t o  t he  
n e a r e s t  thousand . Estimates  of populat ion a s  of J u l y  1. 1967 were 
used t o  c a l c u l a t e  per  c a p i t a  amounts . 
Ind iv idua l  income t a x  f i g u r e s  inc lude  co rpo ra t ion  n e t  income t a x  
amounts f o r  New Mexico f o r  f i s c a l  year  1965.66 . 

Source: U . S . Bureau of t he  Census. S t a t e  Tax Co l l ec t ions  i n  1967. S e r i e s  
GF.No . 16. U . S  . Government P r i n t i n g  Of f i ce .  Washington. D . C . ,  1967 . 
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TABLE 3. --DATES OF ADOPTION OF MAJOR STATE TAXES- 

Before 1911 

Hawaii, 1901; 
total, 1. 

Before 1911 

Hawaii, 1901 
total, 1. 

Wisconsin, 1911; 
Mississippi, 1912 
Oklahoma, 1915; 
Massachusetts, 

1916; 
Virginia, 1916 
Delaware, 1917 ; 
Missouri, 1917 
New York, 1919; 
N. Dakota, 1919 
total 9. 

CORPORATION INCOME 41 

INDIVIDUAL INCOME 

1921-30 

North Carolina, 1921; 
South Carolina, 1922 i I New Hampshire, 1923 - 
Arkansas, 1929 
Georgia, 1929; 
Oregon, 1930; 
total, 6. 

Wisconsin, 1911 
Connecticut,l915; 
Virginia, 1915; 
Missouri, 1917; 
Montana, 1917; 
New York, 1917; 
Massachusetts, 

1919; 
N. Dakota, 1919; 
total, 8. 

Mississippi, 1921; 
N. Carolina, 1921; 
S. Carolina, 1922; 
Tennessee, 1923; 
Arkansas, 1929; 
California, 1929; 
Georgia, 1929 
Oregon, 1929; 
total, 8. 

Idaho, 1931; 

Tennesfpe, 1931- 

Utah, 1931; 
Vermont, 1931; 
Alabama, 1933; 
Arizona, 1933; 
Kansas, 1933; 
Minnesota, 

1933 ; 
Montana, 1933; 
N. Mexico, 

1933 ; 
Iowa, 1934; 
Louisiana, 

1934; 
California, 

1935; 
Kentucky, 

1936 ; 
Colorado, 

1937 
Maryland, 

1937 ; 
total 16. 

Since 1941 

Alaska, 1949; 
N. Jersey, 1961a1; 
W. Virginia, 1961; 
Indiana, 1963; 
Michigan, 1967; 
Nebraska, 1967; 
total, 6. 

Grand total 38 

See footnotes at the end of table. 

1931-40 

Idaho, 1931; 
Oklahoma,l931; 
Utah, 1931; 
Vermont, 1931; 
Alabama, 1933; 
Arizona, 1933 
Kansas, 1933 
Minnesota,l933; 
N. Mexico,1933; 
Iowa, 1934; , 

Louisiana,l934; 
Pennsylvania, 
1935; 

Kentucky, 1936; 
Colorado, 1937; 
Maryland, 1937; 
total, 15. 

Since 1941 

Rhode Island, 
1947; 

Alaska, 1949 
Delaware, 1957; 
N. Jersey, 1958; 
Indiana, 1963; 
Michigan, 1967; 
Nebraska, 1967; 
W. Virginia, 1967; 
total 8. 

Grand total 40. 



Before 1900 

California, Connecticut, 
Delaware, Hawaii, 
Illinois, Iowa, 
Louisiana, Maine, 
Maryland, Massachusetts, 
Michigan, Minnesota, 
Missouri, Montana, 
New Jersey, New York, 
North Carolina, Ohio 
Pennsylvania, Tennes- 
see, Vermont, Virginia, 
West Virginia; 

total, 23. 

Arkansas, 1901; 
Colorado, 1901; 
Utah, 1901; 
Washinton, 1901; 
N. Dakota, 1903; 
Oregon, 1903; 
Wisconsin, 1903; 
Wyoming, 1903; 
New Hampshire, 
1905; S. Dakota 
1905; Kentucky, 
1906; Idaho, 
1907; Oklahoma, 
1907; Texas, 
1907; Kansas, 
1909; 
total, 15. 

DEATH 

Arizona, 1912; 
Georgia, 1913; 
Indiana, 1913; 
Rhode Island, 
1916; 

Mississippi, 
1918; Alaska, 
1919; 

New Mexico, 
1919 ; 
total, 7. 

1921-30 

Nebraska, 192 1 ; 
South Carolina, 
1922; 
total, 2. 

Since 1931 

Alabama, 1931; 
Florida, 1931; 
total, 2. 

Grand total, 49. 

1931-40 Since 1941 

GENERAL SALES 

Oregon, 1933; Wisconsin, 1933, Virginia, 1934; 
Minnesota, 1937; North Carolina, 1937; Cali- 
fornia, 1939; Colorado, 1939; Tennessee, 1939; 
Louisiana, 1940; total 9. 

1931-40 I 1941-50 I Since 1951 

Oklahoma, 1941; Washington, 1941; Rhode Island, 
1942 ; 
total, 3. 

Grand total, 12. 

Mississippi, 1932; Arizona, 1933, Ca ifornia, 
1933; Illinois, 1933; Indiana, 19131' Iowa, 
1933; Michigan, 1933; New Mexico, 1933; North 
Carolina, 1933, Oklahoma, 1933; South Dakota, . 
1933; Utah, 1933, Washington, 1933, West 
Virginia, 1933, Missouri, 1934; Ohio, 1934; 
Arkansas, 1935; Colorado, 1935; Hawaii, 1935; 
North Dakota, 1935; Wyoming, 1935; Alabama, 
1936; Kansas, 1937; Louisiana, 1938; 
total, 24. 

Connecticut, 1947; Maryland, 
1947; Rhode Island, 1947; 
Tennessee, 1947; Florida, 
1949; 
total, 5. 

Georgia, 1951; Maine, 
1951; S. Carolina, 
1951; Pennsylvania, 
1953; Nevada, 1955; 
Kentucky, 1960; 
Texas, 1961; Wis- 
consin, 1961; Idaho, 
1965; New York, 
1965; Massachusetts, 
1966; New Jersey, 
1966; Virginia, 1966; 
Minnesota, 1967; 
Nebraska, 1967. 
total, 15. 
Grand total, 44. 

' '1931-40 I Since 1941 

Arizona, 1933; Colorado, 1933; Delaware, 1933; Indiana, 1933; Maryland 
1933,; Massachusetts, 1933; New Jersey, 1933; New York, 1933; Rhode Island, 
1933; Illinois, 1934; Kentucky, 1934; Louisiana, 1934; Minnesota, 1934; 
Missouri, 1934; New Mexico, 1934; Wisconsin, 1934: Arkansas, 1935; Cali- 
fornia, 1935; Florida, 1935; Nebraska, 1935; Nevada, 1935; $. Carolina, 
1935; S. Dakota, 1935, Texas, 1935; N. Dakota, 1936; Connecticut, 1937; 
Georgia, 1937; Hawaii, 1939; Tennessee, 1939; 
total, 29. - 13 - 

Alaska, 1945, Kansas, 
1948; Oklahoma, 1959; 
Mississippi, 1966; 
total, 4. 

Grand total, 33. 

See footnotes at the end of table. 



TABLE 3.--DATES OF ADOPTION OF MAJOR STATE TAXES~' (Concl'd) 

1921-30 

Iowa, 1921; S. Carolina, 
1923; S. Dakota, 1923; 
Utah, 1923; Tennessee, 
1925; Kansas, 1927; 
N. Dakota, 1927; 
Arkansas, 1929; 
total, 8. 

Colorado, 1919; New 
Mexico, 1919, North 
Dakota, 1919; 
Oregon, 1919; Kentucky, 
1920; 
total, 5. 

CIGARETTES 

Ohio, 1931, Texas, 1931; 
Louisiana, 1932; Missis- 
sippi,1932, Oklahoma, 1933; 
Alabama, 1935; Arizona, 
1935; Connecticut, 1935; 
Washington, 1935; Kentucky, 
1936; Georgia, 1937; Pennsyl- 
vania, 1937; Vermont, 1937; 
Hawaii, 1939; Massachusetts, 
1939; New Hampshire, 1939; 
New York, 1939; Rhode Island, 
1939; Wisconsin, 1939; 
total, 19. 

Illinois, 1941; Maine, 
1941; Delaware, 1943; 
Florida, 1943; New 
Mexico, 1943; Idaho, 
1945; Indiana, 1947; 
Michigan, 1947; Minne- 
sota, 1947; Montana, 
1947; Nebraska, 1947; 
Nevada, 1947; West 
Virginia, 1947; New 
Jersey, 1948; Alaska, 
1949 ; 
total, 15. 

GASOLINE 

Arizona, 1921; Arkansas, 1921; Connecticut, 1921; 
Florida, 1921; Georgia, 1921; Louisiana, 1921; 
Montana, 1921; North Carolina, 1921; Pennsylvania, 
1921; Washington, 1921; Maryland, 1922; Missis- 
sippi, 1922; S. Carolina, 1922; S. Dakota, 1922; 
Alabama, 1923; California, 1923; Delaware, 1923; 
Idaho, 1923; Indiana, 1923; Maine, 1923; Nevada, 
1923; New Hampshire, 1923; Oklahoma, 1923; Tennes- 
see, 1923; Texas, 1923; Utah, 1923; Vermont, 1923; 
Virginia, 1923; West Virginia, 1923; Wyoming, 1923; 
Iowa, 1925; Kansas, 1925; Michigan, 1925; Minne- 
sota, 1925; Missouri, 1925; Nebraska, 1925; Ohio, 
1925; Rhode Island, 1925; Wisconsin, 1925; 
Illinois, 1927; New Jersey, 1927; Massachusetts, 
1929; New York, 1929; 
total, 43. 

AUTOMOBILE REGISTRATION 

Since 1951 

Wyoming, 1951; 
Missouri, 1955; 
Maryland, 1958; 
California, 1959; 
Virginia, 1960; 
Colorado, 1964; 
Oregon, 1965; 
total, 7. 

Grand total, 49. 

Since 1931 

Hawaii, 1932; 
Alaska, 1946; 
total, 2. 

Grand total, 50. 

-- - -  -- p~ 

New York, 1901; Connecticut, 1903; Massachusetts, 1903; Minne- 
sota, 1903; Missouri, 1903; New Jersey, 1903; Pennsylvania, 
1903; Iowa, 1904; Maryland, 1904; Rhode Island, 1904; Vermont, 
1904; California, 1905; Delaware, 1905; Indiana, 1905; Maine, 
1905; Michigan, 1905; New Hampshire, 1905; Oregon, 1905; South 
Dakota, 1905; Tennessee, 1905; Washington, 1905; W. Virginia, 
1905; Wisconsin, 1905; Ohio, 1906; South Carolina, 1906; 
Illinois, 1907; Nebraska, 1907; Texas, 1907; North Carolina, 
1909; Utah, 1909; Georgia, 1910; Kentucky, 1910; Virginia, 
1910; 
total, 33. 

Alabama, 1911; Arkansas, 1911; 
Florida, 1911; N. Dakota, 1911; 
Oklahoma, 1911; Arizona, 1912; 
Mississippi, 1912; New Mexico, 1912; 
Colorado, 1913; Idaho, 1913; Kansas, 
1913; Montana, 1913; Nevada, 1913; 
Wyoming, 1913; Louisiana, 1914; 
Alaska, 1915; 
total, 16. 

Grand total, 49. 

11 Includes only States that used the tax as of January 1, 1968. Excludes the District of Columbia, - 
where the dates of adoption were: Individual income, 1939; corporation income, 1939; death, 1937; 
general sales, 1947; distilled spirits, 1934; cigarettes, 1949; gasoline, 1924; and automobile 
registration, 1909. 

21 Income from stocks and bonds only. - 
31 In effect applies only to New York residents who derive income from New Jersey sources. 
4/ Exclusive of South Dakota's tax applicable to financial institutions only. - 
5/ Gross'income tax; in 1963 Indiana enacted a 2 percent retail sales and use tax. - 
61 Exclusive of the excises by the 16 States that own and operate liquor stores, and exclusive of - 

Rorth Carolina where county stores operate under State supervision. 

- 14 - 



TABLE 4 .--DATES OF ADOFTION OF MAJOR STATE TAXES, FREQUENCY DISTRIBUTION 

Year 

Pre-1901 ... 
1901. ...... 
1902 ....... 
1903 ....... 
1904. ...... 
1905. . . .  ... 
1906. ...... ....... 1907 
1908. ...... 
1909 ....... 
1910 ....... ..... 1911.. 
1912... .... 
1913 ....... 
1914. ...... 
1915. ...... 
1916. ...... ..... 1917.. 
1918. ...... 
1919 . . . . . . .  
1920... .... 
1921 ....... 
1922. ...... 
1923 ....... 
1924 ....... 
1925. ...... 
1926 ....... 
1927. ...... 
1928. ...... 
1929 ....... 
1930 ....... ..... 1931.. 
1932 ....... 
1933 ....... 
1934. ...... 
1935 ....... 
1936. ...... 
1937 ....... 
1938 ....... 
1939 . . . . . . .  
1940. ...... 
1941. ...... 
1942. ...... 
1943. ...... 
1944 ....... 
1945. ...... 
1946 ....... 
1947. . . . . . .  
1948. . . . . . .  
1949. ...... .... l95O... 
1951 ....... 
1952 . . . . . . .  
1953 . . . . . . .  
1954. ...... 
1955 ....... 
1956. ...... 
1957 ....... . . . . . . .  1958 
1959 ....... 
1960. . . . . . .  
1961 ....... 
1952 . . . . . . .  
1963 ....... 
1964. ...... 
1965 . . . . . . .  
1966....... 
1967. '. . , , , . 

Total . .  . 

Indi- 
i idual  
income 

:orpo- 
.at ion 
Lncome 

Gift ;enera1 
sales  

....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... ....... 
1 

13 
2 
5 
1 
1 
1 ....... ....... ....... ....... ....... ....... ....... ....... 
4 ....... 
1 ....... 
3 ....... 
1 

....... 
1 

....... 

....... ....... ....... 
1 
2 

....... 

....... ....... 
2 

3 
2 

44 

Dist i l led 
s p i r i t s  

......... 

......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... ......... 
9 
7 
8 
1 
2 ......... 
2 ......... ......... ......... ......... ......... 
1 ......... ......... 
1 ......... ......... ......... ......... ......... ......... 

......... ......... ......... ......... 
1 ......... ......... ......... ......... ......... 

......... 
1 ......... 

y 33 

Auto- 
mobile 

regis t ra-  
t ion 

See footnotes on following page. 
- 15 - 



TABLE 4.--DATES OF ADOPTION OF MAJOR STATE TAXES, FREQUENCY DISTRIBVCIO& 

(Concluded) 

1/ Includes only S t a t e s  t h a t  used t h e  t a x  as  of  January 1, 1968. - 
2J Exclusive of New Je r sey  "Commuters ' "  t a x  and t h e  New Hampshire and Tennessee 

taxes  on i n t e r e s t  and div idends .  

Exclusive of South Dakota's t a x  app l i cab le  t o  f i n a n c i a l  i n s t i t u t i o n s .  

bJ Exclusive of t h e  excises  l ev i ed  by t h e  16 S t a t e s  t h a t  own and opera te  l i q u o r  s t o r e s ,  
and t h e  North Carol ina  county s t o r e s  system opera ted  under S t a t e  supervis ion .  
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TABLE 5. --STATE GENERAL SALES TAX RATES AS OF JANUARY 1--1952 THROUGH 1968 (Concl'd) 

Rate on tangible personal property at retail (percent) 
State 

New York 
North Carolina 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

I 

+J Vermont 
m Virginia 
I Washington 

W. Virginia 
Wisconsin 
Wyoming 

Number of 
States 
with 
t ax51 

Note: Dots (....) indicate no rate change since previous rate shown. A dash (-) indicates no sales tax in effect as of January 1. 
I/ Prior to 1964 the rates shown are for the "gross income" tax, included because of its many sales tax features. On April 20, 1963, the - 

Governor approved Indiana's new 2% sales and use tax bill which, after being declared unconstitutional by a lower court, was upheld by 
the State Supreme Court and went into effect October 23, 1963. 

2/ Including the new (eff. 7/1/67) 1% statewide mandatory county sales tax, collected by the State and paid to the counties for support of - 
local school districts. 

31 Previous tax expired in 1955 and was reinstated in revised form by the Act of March 6, 1956, effective March 7, 1956, at the rate of 3%. - 
4 1  Increased to 3%, effective July 1, 1968. - 
51 Effective December 31, 1961. However, the tax was operative only on sales made on and after February 1, 1962. - 
6/ Includes District of Columbia; also includes Hawaii for the period prior to attaining statehood. - 



Arizona * 

C c i  orado 

tangible  
per- 
: orla 1 

property 
a t  r e t a i l  

TABLE 6 .--STATE SALES TAXES : TYPES AND RATES, JANUARY 1, 1968 

(Percent)  

Admis- 
s  ions 

I, 

3 

.... 

.... 

.... 

3 

Hates on se lec ted  services  subjec t  t o  t ax  

Restau- 
r a n t  

meals 

Tran- 
s i e n t  

Lodging 

'Ttle- 
phone 

and 
t e l e -  
graph 

Gas and 
e lec-  

t r i c i t y  

Water 

Trans- 
porta- 

t i o n  of 
persons 

and 
property 

Rates on o ther  services  and businesses 
subjec t  t o  t a x  

(including r e t a i l  s a l e s  subjec t  GO 

spec i a l  r a t e s )  

4g r i cu l tu ra i  machinery and equipment, and 
mining and manufacturing machinery, 
1-1/2'j%; gross r ece ip t s  of amusement 
opera tors ,  4%. 

Advertising,  p r in t ing ,  publ ish ing,  con- 
t r a c t i n g ,  ex t r ac t ing ,  and process ing 
minerals and t imber,  1-1/2%; s to rage ,  
apartment and o f f i c e  r e n t a l s ,  3%; meat- 
packing and wholesale s a l e s  of feed t o  
poultrymen and stockmen, 3/8%; amusement 
opera tors ,  3%. 

Pr in t ing ,  photography, and r e c e i p t s  Tram 
coin-operated devices,  3%. 

Renting, leas ing,  producing, f a b r i c a t i o n ,  
processing,  p r in t ing ,  o r  imprinting of 
t ang ib l e  personal property,  4%. 

Se l l i ng ,  leas ing,  o r  de l ive r ing  i n  
Colorado of t ang ib l e  personal  proper ty  
by a  r e t a i l  s a l e  f o r  use, s to rage ,  d i s -  
t r i b u t i o n  o r  consumption wi th in  t h e  
S t a t e ,  3%. 

Stor ing f o r  u;e o r  consumptiori of any 
a r t i c l e  o r  item of t ang ib l e  personal  
property,  3-1/2$,. 

F ishing,  hunting,  camping, swimming and 
div ing eipipment, 5% of wholesale p r i c e  
o r  cos t .  iirrital, s torage  o r  fu rn i sh ing  
of taxable  th ings  o r  s e rv i ces ,  a l t e r i n g ,  
remodeling o r  r epa i r ing  t ang ib l e  per- 
sonal  proper ty  and r e n t a l  income of' 
amusement machines, 3%. 

L I : t  L I 0 1 *- Sales  t ax  provisions revised  subs t an t i a l l y ,  e f f ec t ive  a f t e r  January 1, 1968. 



YAIILE 6 . --STATF SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont 'd)  

N 
0 , Idaho 

Inciiano 

Iowa 

Mllt i p l e  
s tage  
sa l e s  

Reta i l  s a l e s  

See footnotes a t  t h e  end of 

ixte on 
;an&ilile 

per- 
sonal 

r o p e r t y  
~t r e t a i l  

(Percent )  

Rates on se lec ted  se rv i ces  sub jec t  t o  t a x  

ASnis- 
s ions  

testnu- 
r a n t  
l e a k  

Tran- 
s  i en t  
odging 

phone 
and 

t e i e -  
graph 

- 
3 

..,. 

.... 

. . . . 

2 

3 

;as and 
e lec-  

x i c i t y  

3 

..., 

.... 

.... 

&/ 

3 

Trans- 
porta- 
t i o n  of 
persons 

and 
property 

33l 

. . . . 

.... 

.... 

.... 

.... 

Rates on o ther  services  and businesses 
subjec t  t o  t a x  

( inc luding r e t u i l  s a l e s  subjec t  t o  
spec i a l  r a t e s )  

Lease or r e n t a l  of t ang ib l e  personal proper- 
t y ,  and charges on amusements and amuse- 
ment devices,  3%. 

Manuracturer:; , producers, wholesalers,  and 
se lec ted  s r r v i c e  businesses, 112%; sugar 
processors and pineapple canner:;, 112% 
insurance s o l i c i t o r s ,  2%; contrac tors ,  
s a l e s  r ep re sen ta t ives ,  profess ions ,  r ad io  
broadcasting s t a t i o n s ,  service  businesses 
and othcr  businesses (no t  otherwise 
spec i f i ed ) ,  including amusement bus iness ,  
4%. 

Renting, leas ing,  producing, f ab r i ca t ing ,  
processing,  p r i n t i n g  or imprinting of 
t ang ib l e  personal property,  and gross 
r e c e i p t s  of amusement opera tors ,  3%. 
(5% of t h e  gross r ece ip t s  from sa l e s  of 
t i c k e t s  t o  closed c i r c u i t  t e l e c a s t s  of 
boxing, sparr ing  and wres t l ing  matches ) . 

Property sold  i n  connection with a  s a l e  of 
service ,  4-114%; remodeling, r epa i r ing  
and recondi t ioning of tangible  personal 
proper ty ,  4-114%. Hotel operators a r e  
subjec t  t o  a  h o t e l  occupancy t a x  oi' 3% 
of 97s of t h e  gross r ece ip t s  from the  
r e n t a l  of rooms t o  t r a n s i e n t s .  

Lease o r  r e n t a l  of tangible  personal 
proper ty ,  2%. 

Laundry, dryclearling, automobile and cold  
s torage ,  p r in t ing ,  r e p a i r  service  t o  
t ang ib l e  personal property,  and gross 
r ece ip t s  derived from operation of amuse- 
ment devices and commercial amusement 
en t e rp r i s e s ,  3%. 



TABLE 6. --STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont'd) 
( P e r c ~ n t )  

Rate on 
tangible  

per- 
sonal 

property 
a t  r e t a i l  

Rates on se lec ted  services  subjec t  t o  t ax  

Restau- 
r a n t  

meals 

- 

end of table .  

Trans- 
porta- 
t i on  of 
persons 

and 
property 

.... 

.... 

.... 

.... 

.... 

.... 

.... 

.... 

3& 

- 

- 

Type of t a d -  
- 

Admi s 
s ions  

Sta te  
- 
Tele- 
phone 
and 

t e l e -  
graph 

Rates on o ther  services  and businesses 
subjec t  t o  t ax  

(including r e t a i l  s a l e s  subjec t  t o  
specia l  r a t e s )  

Tran- 
s i e n t  

lodging 

Gas and 
e lec-  

t r i c i t y  
Water 

Kansas Reta i l  Sales Gross r ece ip t s  from the  operation of any 
coin-operated device,  and l ea se  o r  r e n t a l  
of tangible  personal property, 3%. 

Kentucky Storage,  use or a f t e r  consumption of tangi -  
b l e  personal property,  sewer s e rv i ces ,  
photography and photo f in i sh ing ,  3%. 

Louisiana Laundry, drycleaning, automobile and cold  
s torage ,  p r in t ing ,  repai r ing ,  r en t ing  o r  
leas ing of tangible  personal property,  2%. 

h) 
Maine 

r 

I 

Maryland 

Renting, s to r ing ,  f ab r i ca t ing  o r  p r in t ing  of 
tangible  personal property,  4%. 

Lease o r  r e n t a l  of tangible  personal property,  
production, fabr ica t ion ,  o r  p r i n t i n g  on 
spec i a l  order ,  3%; farm equipment, 2%. 

Massachusetts Renting, leas ing,  producing, f ab r i ca t ing ,  
processing, p r in t ing  or imprinting of 
tangible  personal property,  3%. Transient 
lodging i s  subjec t  t o  a 5% room occupancy 
excise tax.  

Michigan 

Minnesota 

do 

do 

Multiple 
s tage  
sa l e s  

Lease o r  r e n t a l  of tangible  personal proper ty ,  
4%. 

Renting, leas ing,  processing, producing, 
f ab r i ca t ing  o r  p r in t ing  tangible  personal 
property,  3%. 

Wholesaling, 118% (alcoholic beverages and 
motor f u e l ,  3YL); ex t r ac t ing  o r  mining of 
minerals,  3%; speci f ied  miscellaneous 
businesses (including bowling a l l e y s ,  pool 
pa r lo r s ,  laundry and drycleaning, photo 
f in i sh ing ,  s torage ,  c e r t a i n  r e p a i r  s e rv i ces ) ,  
3f%, except cot ton  ginning, 1% per ba l e ;  
cont rac t ing  (contrac ts  exceeding $10,000), 
2%; farm t r a c t o r s ,  1%; r en t ing  o r  l ea s ing  
manufacturing o r  processing machinery, 

Mississippi 



TABLE 6 .  --STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont 'd)  

S t a t e  

M i s s i s s i p p i  
(Cont 'd)  

Missouri  

Nevada 
I 

N N 

I New J e r s e y  

New Mexico 

New York 

North C a r o l i n a  

See f o o t n o t e  

1 ype of tax-' 

e t a i l  s a l e s  

R a t e  on 
a n g i b l e  

p e r -  
s o n a l  

x o p e r t y  
~t r e t a i l  

3 

2  5 

8 / 
3- 

3 

2  / 
3- 

2  

2 / 
3- 

( P e r c e n t )  

R a t e s  on s e l e c t e d  s e r v i c e s  s u b j e c t  t o  t a x  

Admi s  - 
s i o n s  

3 

2% 

.... 

9  / 3- 

3 

22.f 

.... 

Restau-  
r a n t  

mea 1 s 

3 

2% 

8 1  
3- 

3 

3 

4 / 2- 

3 

Tran- 
s i e n t  

lodg ing  

Tele-  
phone 

and 
t e l e -  
g raph  

Gas and 
e l e c -  

t r i c i t y  

Trans-  
p o r t a -  
t i o n  of  
pe rsons  

and 
p r o p e r t y  

3L/ 

.... 

.... 

.... 

3 

.... 

. . a .  

R a t e s  on o t h e r  s e r v i c e s  and b u s i n e s s e s  
s u b j e c t  t o  t a x  

( i n c l u d i n g  r e t a i l  s a l e s  s u b j e c t  t o  
s p e c i a l  r a t e s )  

and s a l e s  of manufac tu r ing  machinery and 
manufac tu r ing  machine p a r t s  o v e r  $500, 1%. 

T r a i l e r  camp r e n t a l s ,  and l e a s e  o r  r e n t a l  
of t a n g i b l e  p e r s o n a l  p r o p e r t y ,  3%. 

Renting,  l e a s i n g ,  producing,  f a b r i c a t i n g ,  
p rocess ing ,  p r i n t i n g  o r  i m p r i n t i n g  of  
t a n g i b l e  pe r -ona l  p r o p e r t y ,  2yL. 

Ren t ing ,  l e a s i n g ,  producing,  f a b r i c a t i n g ,  
p r o c e s s i n g ,  and p r i n t i n g ,  o r  i m g r i n t i n g  of  
t a n g i b l e  p e r s o n a l  p r o p e r t y ,  3%.- 

Rent ing ,  l e a s i n g ,  producing,  f a b r i c a t i n g  c r  
p r i n t i n g  t a n g i b l e  p e r s o n a l  p r o p e r t y ,  3%. 

Leas ing  o r  s t o r i n g  t a n g i b l e  p e r s o n a l  p roper -  
t y ,  and s a l e s  o f  s e r v i c e s ,  3%; c o n t r a c t i n g ,  
and s a l e s  of farm implements, 1yL; r e c e i p t s  
from o r i g i n a t i n g  and s e r v i c i n g  r e a l  p roper -  
t y  l o a n s ,  314%. 

Rent ing ,  l e a s i n g ,  producing,  f a b r i c a t i n g ,  
p rocess ing ,  p r i n t i n g  o r  i m p r i n t i n g ,  and 
i n s t a l l a t i o n  o r  maintenance of  t a n g i b l e  
p e r s o n a l  p r o p e r t y ,  2%. 

Leas ing  o r  r e n t i n g  o f  t a n g i b l e  pe rsona l  
p r o p e r t y ,  l a u n d r y  and d r y c l e a n i n g ,  3%; 
a i r p l a n e s ,  b o a t s ,  r a i l w a y  locomotives 
and c a r s ,  1% (wi th  a  maximum t a x  of 
$120 p e r  i t e m ) ;  s a l e s  of  h o r s e s  o r  mules, 
s a l e s  of f u e l  t o  f a n n e r s ,  manufac tu r ing  
i n d u s t r i e s  and p l a n t s  o t h e r  than  f o r  
r e s i d e n t i a l  h e a t i n g  purposes,  and t o  

~t t h e  end o  t a b l e .  



TABLE 6.--STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont'd) 
(Percent) 

State 

North Carolina 
(Cont ' d)  

North Dakota 

Ohio 

Oklahoma 

Pennsylvania 

1 vpe of tax- 

letail sales 

Rate on 
tangible 
per- 
sonal 

property 
at retai 

2 / 
3- 

4 

2Y 

6 

Admi s - 
sions 

Rates on selected services subject to tax 

Restau- 
rant 

meals 

3 

4 

2 

6 

Tran- 
sient 
lodging 

phone 
and 
tele- 
graph 

Gas and 
elec- 
tricity 

Water 

- 

3 

.... 

. . . . 

.... 

- 

Tele- Trans- 
porta- 
tion of 
persons 
and 

propertj 

...a 

.... 

3 /  
2- 

. . . . 

-- 

A 

Rates on other services and businesses 
subject to tax 

(including retail sales subject to 
special rates) 

commercial laundries or to pressing 
and drycleaning establishments, sales 
of machinery to farmers, manufacturing 
industries, laundry and drycleaning 
establishments, and other selected 
items, 1% (maximum tax is $80 per 
article for several items). 

Leasing, renting, fabricating, and 
storing of tangible personal proper- 
ty, proceeds from coin-operated 
amusement or entertainment machinery, 
and the severance of sand or gravel 
from the soil, 3%. 

Printing, processing, and reproducing, 
4%. 

Advertising (limited), gross proceeds 
from amusement devices, printing, 
automobile storage, 2%. 

Repairing, altering, cleaning and 
lease or rental of tangible personal 
property, cleaning, polishing, 
lubricating, and inspecting of 
motor vehicles, and rental in- 
come of coin-operated amusement 
machines, 6%. 

See footnotes at the end of table. 



TABLE 6 .  --STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont 'd) 
(Percent)  

S ta te  

-- 

Rhode Island 

South Carolina 

South Dakota 
I 

N 
C 

I 

Tennessee 

1 
ype of tax- 

e t a i l  s a l e s  

See footnotes a t  the end of t 

Rate on 
:angible 

per- 
sonal 

n-operty 
t t  r e t a i l  

5 

3 

2 / 
3- 

3 

l e .  

Admi s - 
s ions  

5 

...* 

3 

* *. . 

Rates on se lec ted  services  subjec t  t o  t ax  

testau- 
r an t  

meals 

Tran- 
s i e n t  
lodging 

- 
'e le-  
)hone 
and 
e l e -  
:raph 

a s  and 
e lec-  

r i c i t y  
Water 

'rans- 
borta- 
ion of 
~e r sons  

and 
~ rope r ty  

. . . . 

. . . . 

. . . * 

.... 

Rates on o ther  services  and businesses 
subjec t  t o  t ax  

(including r e t a i l  s a l e s  subjec t  t o  
spec i a l  r a t e s )  

Renting, leas ing,  producing, f a b r i ~ ~ t i n g ,  
processing,  and p r in t ing  or imprinting 
of tangible  personal property,  5%. 

Renting o r  leas ing of tangible  personal 
property,  and laundry and drycleaning, 
3%. 

Farm machinery, and a g r i c u l t u r a l  
i r r i g a t i o n  equipment sold by l icensed 
r e t a i l e r s ,  2%; contrac tors ,  gross 
r ece ip t s  from engaging i n  t h e  p rac t i ce  
of any profession o r  business i n  which 
t h e  s e rv i ce  rendered i s  of a profes- 
s iona l ,  technica l ,  o r  s c i e n t i f i c  na ture ,  
but not including persons engaged i n  
t h e  healing a r t s  o r  ve t e r ina r i ans ,  
and gross r ece ip t s  from amusement 
devices,  3%. 

Vending machine opera tors  may pay a 
$2 r e g i s t r a t i o n  f ee  plus $1 per 
machine, and 1v7 of gross r ece ip t s  
from such machines i n  l i e u  of p r iv i -  
lege  and sa l e s  taxes,  except t h a t  
t he  tax  i n  gross r ece ip t s  from 
machines dispensing tobacco items 
i s  2%; parking l o t s  and s torage  
of motor veh ic l e s ,  r epa i r  services ,  
i n s t a l l a t i o n ,  l ea se  o r  r e n t a l  of 
tangible  personal property,  laundry 
and drycleaning, 3%; machinery fo r  
"new and expanded" indust ry ,  and 
farm machinery and equipment, 1%. 



TABLE 6. --STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Cont 'd)  
(Percen t )  

S t a t e  1 'ype o f  tax- 

Texas 

Utah 

51 V i r g i n i a  - 

Washington 

West V i r g i n i a  

Wisconsin 

Wyoming 

Dist.  of Col. 

e t a i l  s a l e s  

do 

Ra te  on 
t a n g i b l e  

per-  
s o n a l  

p r o p e r t y  
a t  r e t a i l  

22-1 

3 

22-1 

4% 

2 /  3- 

3 

310/ 

32-/ 

R a t e s  on s e l e c t e d  s e r v i c e s  s u b j e c t  t o  t a x  

Admi s  
s i o n  s 

- 
. . *. 

3 

.... 

4% 

3 

32./ 

3 

. . . 

Restau-  
r a n t  

mea l s  

Tran- 
s i e n t  

Lodging 

Te le -  
phone 

and 
t e l e -  

graph 

:as and 
e l e c -  

t r i c i t y  
Water 

.... 

.... 

.... 

..a. 

.... 

.... 

.... 

3 

Trans-  
p o r t a -  
t i o n  of  
pe rsons  

and 
p r o p e r t y  

.... 

3 2 1  

.... 

.... 

. *. . 

. . . . 

3 

.... 

R a t e s  on o t h e r  s e r v i c e s  and b u s i n e s s e s  
s u b j e c t  t o  t a x  

( i n c l u d i n g  r e t a i l  s a l e s  s u b j e c t  t o  
s p e c i a l  r a t e s )  

Producing,  p r o c e s s i n g ,  and l e a s e  o r  r e n t a l  
of  t a n g i b l e  pe rsona l  p r o p e r t y ,  2%. 

Laundry, and d ryc lean ing ,  r e p a i r i n g ,  renova-  
t i n g ,  i n s t a l l i n g ,  f a b r i c a t i n g ,  and l e a s e  o r  
r e n t a l  of  t a n g i b l e  pe rsona l  p r o p e r t y ,  3%. 

F a b r i c a t i n g ,  s t o r a g e ,  l e a s e  o r  r e n t a l  o f  
t a n g i b l e  p e r s o n a l  p roper ty ,  2%. 

Charges f o r  c e r t a i n  s p e c i f i e d  s e r v i c e s ,  4YL; 
s e l e c t e d  amusement and r e c r e a t i o n  a c t i v i t i e s ,  
4% ( u n l e s s  s u b j e c t  t o  county o r  c i t y  ad-  
miss ion  t a x e s ,  i n  which c a s e  t h e y  remain 
t a x a b l e  under  t h e  S t a t e  b u s i n e s s  and occupa- 
t i o n  t a x ,  1%). 

A l l  s e r v i c e s  ( i n c l u d i n g  s e r v i c e s  rendered  
i n  amusement p l a c e s ) ,  excep t  p u b l i c  u t i l i -  
t i e s  and p e r s o n a l  and p r o f e s s i o n a l  
s e r v i c e s ,  3%. 

Laundry, d r y c l e a n i n g ,  photographic s e r v i c e s ,  
t h e  r e p a i r ,  s e r v i c e ,  maintenance,  l e a s e  o r  
r e n t a l  o f  a l l  i t ems  of t a x a b l e  t a n g i b l e  
p e r s o n a l  p r o p e r t y ,  3%. 

Laundry, d r y c l e a n i n g ,  f a b r i c a t i n g ,  r e p a i r i n g ,  
a l t e r i n g ,  p r i n t i n g ,  l e a s e  o r  r e n t a l  ( w i t h  ex- 
c e p t i o n s )  of  t a n g i b l e  p e r s o n a l  p r o p e r t y ,  p l u s  
numerous o t h e r  s e r v i c e  b u s i n e s s e s ,  3%. 

Producing,  f a b r i c a t i n g ,  p r i n t i n g ,  l e a s e  o r  
r e n t a l  (wi th  excep t ions )  of t a n g i b l e  
p e r s o n a l  p r o p e r t y ,  3%. 



TABLE 6.--STATE SALES TAXES: TYPES AND RATES, JANUARY 1, 1968 (Concl'd) 

1/ All but a few States levy sales taxes of the single-stage retail type. Hawaii and Mississippi levy multiple-stage sales taxes (although the - 
Arizona and New Mexico taxes are applicable to some nonretail businesses, they are essentially retail sales taxes). Washington and West Virginia 
levy a gross receipts tax on all businesses, distinct from their sales taxes. Alaska also levies a gross receipts tax on businesses, and New Jersey 
levies a retail gross receipts tax plus an unincorporated business tax (which includes, unincorporated retail stores). The rates applicable to 
retailers (with exceptions) under these gross receipts taxes are as follows: Alaska, gross receipts of $20,000 - $100,000, and on gross receipts 
in excess of $100,000; New Jersey, retail gross receipts - 1/20 of 1% on gross receipts in excess of $5,000; Washington, 44/100% and West Virginia, 3%. 

2 /  Motor vehicles are taxable at the general rates with certain exceptions. The following States apply different rates to motor vehicles under - 
their general sales and use tax laws: Alabama, 1%; Florida, 2%; Mississippi, 2%; and North Carolina, 1% (maximum $120). The following exempt 
motor vehicles from their general sales and use taxes but impose special sales or gross receipts taxes on them under their motor vehicle tax laws: 
District of Columbia, 3% titling tax; Maryland, 3% titling tax; New Mexico, 1% excise tax; North Dakota, 3% excise tax; Oklahoma, 2% excise tax; 
South Dakota, 3% excise tax; Texas and Virginia, 2% sales and use tax; and West Virginia, 3% titling tax. See also table 25 for sales tax treatment 
of motor fuels. 

3 /  Arizona and Mississippi also tax the transportation of oil and gas by pipeline. Georgia, Missouri, Oklahoma, and Utah do not tax transpor- - 
tation of property. Mississippi taxes bus and taxicab transportation at the rate of 2%. Oklahoma does not tax local transportation, school transpor- 
tation, and fares of 15 cents or less. Utah does not tax street railway fares. 

4 /  Restaurant meals below a certain price are exempt: Connecticut, less than $1; Maryland, $1 or less; New York, less than $1 (when alcoholic - 
beverages are sold, meals are taxable regardless of price. The Massachusetts retail sales tax exempts restaurant meals, which ($1 or more) are 
taxes at 5% under the meals excise tax. 

5 /  Illinois' 4y7 rate includes a 1% additional tax effective through June 30, 1969. Nebraska's rate is scheduled to be reduced to 2% on 
I - 
N 
January 1, 1969, and Virginia's rate is scheduled to be raised to 3% on July 1, 1968. 

m 

1 - 61 Indiana exempts gas, electricity, and water used in manufacturing, construction, mining, refining, oil or mineral extraction, and irrigation; 
also exempts sale of utility services to other utilities. Kansas exempts gas, electricity, and water used in farming, processing, manufacturing, 
mining, drilling, refining, irrigation, telephone and telegraph and other taxable services or for use in movement in interstate commerce by rail- 
roads or public utilities. Kentucky exempts energy producing fuels used in manufacturing, processing, mining, or refining to the extent that costs 
exceed 3% of the cost of production. Mississippi taxes industrial sales of gas and electricity at the rate of 1%. South Carolina's tax is not 
applicable to sales of gas used in manufacturing or in furnishing laundry service; also exempt are sales of electricity for use in manufacturing 
tangible personalty and electricity sold to radio and television stations used in producing programs. Tennessee taxes gas, electricity and water 
sold to or used by manufacturers at the rate of 1% (if used directly in the manufacturing process they are exempt). Texas exempts gas and 
electricity used in manufacturing, mining, or agriculture. Wisconsin's tax is not applicable to gas or to electricity for space heating charged 
at a specific rate. Wyoming exempts gas and electricity consumed in manufacturing, processing, and the transportation business. The District of 
Columbia exempts gas and electricity used in manufacturing, assembling, processing or refining. 

7/ The tax on sale of tickets to prize fights or wrestling matches on closed circuit television is 5% of the gross receipts. The 5% tax also - 
applies to payments received from broadcasting companies for the right to televise or broadcast any match. 

8/ Including the new (effective 7/1/67) 1% statewide mandatory county sales tax, collected by the State and paid to the counties for support of - 
local school districts. 

9/ In New Jersey admissions to a place of amusement are taxable if the charge is in excess of 75 cents. New York taxes admissions when the - 
charge is over 10 cents; exempt are participating sports (such as bowling and swimming), motion picture theatres, race tracks, boxing, wrestling, 
and live dramatic or musical performances. Sales of admissions to motion picture theatres costing 75 cents or less are exempt in Wisconsin. 

101 The State rate was increased from 2yL to 3% effective 7/1/67 with one-sixth of the gross sales tax collected, less expenses of administration, - 
to be paid proportionally (based on population) to the cities, towns and counties. Effective on the same date, the power of local taxing districts 
(cities, towns and counties) to levy a $ of 1% sales tax was repealed. 



TABLE 7 . --EXEMPTION OF FOOD AND MEDICINE I N  
STATE GENERAL SALES TAXES, JANUARY 1, 1968 

11 Food exemptions usua l ly  apply t o  "food f o r  human consumption - 
of f  t he  premises where sold." Restaurant  meals a r e  taxable  
i n  a l l  S t a t e s ,  a l though meals c o s t i n g  l e s s  than a s p e c i f i e d  
amount a r e  exempt i n  some S t a t e s .  

21 The exemption i s  u sua l ly  app l i cab le  t o  medicine so ld  on p re -  - 
s c r i p t i o n  o r  compounded by d r u g g i s t s ,  and o f t e n  t o  medical  
and d e n t a l  a i d s  o r  devices  such a s  a r t i f i c i a l  l imbs, eye- 
g l a s s e s ,  and dentures .  Some S t a t e s  exempt pa t en t  medicines 
and household remedies.  

31 Rate on food is  1 percent .  - 
41 The exemption i s  app l i cab le  only t o  50 percent  of t he  amount - 

charged f o r  recorded drug p r e s c r i p t i o n s .  F u l l  exemption 
a p p l i e s  t o  a r t i f i c i a l  limbs and eyes.  

S t a t e  

Cal i forn ia . . . . . . . . . .  ....... Colorado..... ....... Connect icut . .  
D i s t .  of Columbia... 

Florida.. . . . . . . . . . . .  
Idaho..... . . . . . . . . . .  
Indiana............. 
Maine............... 
Maryland............ 

Massachusetts.... . . .  
Michigan... ......... 
Minnesota........... 
Nebraska............ 
New Jersey.......... 

New York............ 
North Carol ina, . . . . .  
North Dakota........ 
Ohio................ 
Pennsylvania.... . . . .  

Rhode Island..... . . .  
Texas............... 
Virginia............ 
Wisconsin........... 

Tax 
r a t e  

(percent )  

4 
3 
3 112 
3 

3 
3 
2 
4 112 
3 

3 
4 
3 
2 112 
3 

2 
3 
3 
4 
6 

5 
2 
2 
3 

Food- 

x .... 
x 
x- 3 / 

x .... .... 
x 
x 

x .... 
x .... 
x 

x .... .... 
x 
x 

x 
x .... 
x 

~ e d i c i n e l l  

x 
x 
x 
x 

x 
x 
x 
x 
x 

x 
x- 41 
x 
x 
x 

x 
x 
x 
x 
x 

x 
x 
x 
x 



TABLE 8 . --LOCAL SALES TAX PATES, JAWARY 1, 1968g 

S t a t e  and t y p e  of  
l o c a l  government 

Alabaea 
137 m u n i c i p a l i t i e s 2 /  

19 c o u n t i e s  

Alaska 
40 r n u n i c i p a l i t i e s y  

5 boroughs 

Arizona 
13 m u n i c i p a l i t i e s  

C a l i f o r n i a  
382 m u n i c i p a l i t i e s  

58 c o u n t i e s g  

Colorado 
22 munici  a l i t i e s  
1 count& 

I l l i n o i s  
1,210 n u n i c i p a l i t i e s  (approx . )  

92 c o > m t i e s  

Louis iana  
57 r n u n i c i p a l i t i e s y  
9 p a r i s h e s g  

33 s c h o o l  d i s t r i c t s 9  

t 4 i s s i s s i p p i  
196 m u n i c i p a l i t i e s  

New Mexico 
43 m u n i c i p a l i t i e s  
1 county 

New York 
7 m u n i c i p a l i t i e s  

1 0  c o u n t i e s  

Oklahoma 
74 m u n i c i p a l i t i e s  

Tennessee 
5  m n i c i p a l i t i e s  

56 c o u n t i e s  

Texas 
14 m u n i c i p a l i t  i e s g /  

Utah 
142 m u n i c i p a l i t i e s  (approx .  ) 

26 c o u n t i e s  

V i r g i n i a  
38 m u n i c i p a l i t i e s  
94 c o u n t i e s  

  omi in&/ 
20 m u n i c i p a l i t i e s  

( p r i o r  t o  7/1/67) 
13 c o u n t i e s  ( p r i o r  t o  

7/1/67)  

S t a t e  
;ax r a t e  
: p e r c e r . t ) g  ./2 Percen t  

See  f o o t n o t e s  on t h e  nex t  page.  

Loca l  gbverrment t a x  r a t e &  

314 P e r c e n t  . Percen t  i Pe rcen t  ; Percen t  



TABLE 8 .--LOCAL SALES TAX BATES, JAh'IARY 1, 1 3 6 8 v  ( c o n c l ' d )  

This t a b u l a t i o n  inc ludes  only t h e s e  l o c a l  s a l e s  t axes  about which au tho ra t ive  informat ion i s  a v a i l -  
ab l e :  The fo l lowing c i t i e s  w i t h  1960 popula t ion  of 50,000 or more ?hpose a  s a l e s  t a x :  Albuquerque, 
Bator. Rouge, Denver, Hun t sv i l l e ,  Jackson, Lake Char les ,  Mobile, Montgomery, New Orleans,  New York, 
Niagara F a l l s ,  Ogden, Oklahoma Ci ty ,  Phoenix, Pueblo, S a l t  Lake C i ty ,  Shrevepor t ,  Tucson, and a l l  
c i t i e s  of 53,000 or over i n  C a l i f o r n i a ,  I l l i n o i s ,  Oklahoma, and Vi rg in i a .  The D i s t r i c t  of Columbia, 
not  included i n  t h i s  t a b u l a t i o n ,  l e v i e s  a  3 oe rcen t  s a l e s  t a x .  The Nevada " l o c a l  school  support  t ax"  
(1$, e f f e c t i v e  7/1/67) i s  inc luded wi th  t h e  S t a t e  s a l e s  t a x .  See t a b l e  6  , foo tno te  8. 

The r a t e s  shown a r e  app l i cab le  t o  s a l e s  of t ang ib l e  personal  proper ty  a t  r e t a i l .  

Th i r ty - th ree  of t hese  c i t i e s  a r e  i n  12 count ies  t h a t  a l s o  have l o c a l  s a l e s  t a x e s .  In  some cases t h e  
l e g i s l a t i o n  au tho r i z ing  county s a l e s  t axes  t akes  account of any c i t y  s a l e s  t axes  i n  t h e  county.  
Numerous c i t i e s  spec i fy  t h a t  t h e  r a t e  ou t s ide  t h e  c i t y  bu t  w i th in  i t s  p o l i c e  j u r i s d i c t i o n  i s  112 of 
t h e  r a t e  app l i cab le  w i th in  t h e  c i t y .  The r a t e  w i th in  t h e  p o l i c e  j u r i s d i c t i o n  of t h e  c i t y  of 
Hamilton i s  i/8 of t h e  1% c i t y  r a t e .  

Includes one c i t y  w i th  a  2  112% r a t e .  Seven of t h e s e  c i t i e s  a r e  l oca t ed  i n  t h e  f i v e  boroughs t h a t  
a l s o  impose a  s a l e s  t ax .  Sales  i n  t hese  c i t i e s  a r e  sub jec t  t o  bo th  t axes .  The c i t y  and borough 
r a t e s  a r e :  Douglas and Juneau, 2% c i t y  p lus  2$ Greater  Juneau Borough; Fai rbanks ,  3% c i t y  and Korth 
Pole ,  2% c i t y  p lus  7% North S t a r  Borough; S i t k a ,  2% c i t y  p lus  2% Greater  S i t k a  Borough; Ketchikan, 
2  112% c i t y  p lus  1% Gateway Borough; Soldotna,  3% c i t y  ( l e v i e d  on u t i l i t y  s e rv i ces  on ly )  p lus  3% 
Kenai Peninsula Borough. 

A county and i t s  c i t i e s  nus t  agree on t h e  arn0ur.t of t a x  t h a t  i s  t o  be  r ece ived  by each of t h e  c i t i e s  
from t h e  S t a t e  adminis tered  l o c a l  t a x  c o l l e c t i o n s .  Usually t h e  agreed c i t y  r a t e  i s  between 3.85% 
and 1$, and t h e  c i t y  t a x  must be c r e d i t e d  aga ins t  t h e  countydide 1% t a x .  

Icc ludes  t h e  c i ty-county  of San Francisco.  

Includes two mun ic ipa l i t i e s  w i th  t a x  e f f e c t i v e  7/1/68. 

The county of Huerfano wi th  a 1% s a l e s  t a x  e f f e c t i v e  7/1/63. 

Includes 3 c i t i e s  u i t h  1 1/15 r a t e ,  1 o a r i s h  x i t h  a  1 l/L$ r a t e  and 1 wi th  a  1 112% r a t e .  Because 
of overlapping, a  2% l o c a l  r a t e  i s  i n  e f f e c t ' i n  numerous mun ic ipa l i t i e s  and s e v e r a l  p a r i s h e s :  
municipal r a t e  p lus  p a r i s h  o r  school  d i s t r i c t  r a t e  i n  m ~ n i c i p a l i t i e s ,  and p a r i s h  r a t e  p l u s  school  
d i s t r i c t  r a t e  i n  s e v e r a l  pa r i shes .  

Taos ( c i t y  1/27!,; county 112%) 

The rnaxin~un t a x  on a  s i n g l e  t r a n s a c t i o n  i s  $ 5 .  

Local s a l e s  t axes  have been approved i n  rumerohs a d d i t i o n a l  c l t i e s ,  e f f e c t i v e  a f t e r  1/1/68. 

The Virgin ia  S t a t e  s a l e s  t a x  i s  scheduled t o  be increased t o  3f0, e f f e c t i v e  J u l y  1, 1968. 

The S t a t e  r a t e  was increased from 2  112% t o  3% e f f e c t i v e  7/1/67 wi th  one-s ix th  of t h e  gross  s a l e s  t a x  
c o l l e c t e d ,  l e s s  expenses of admin i s t r a t i on ,  t o  be  pa id  p ropor t iona l ly  (based on popula t ion)  t o  t h e  
c i t i e s ,  to-,,ins, and coun t i e s .  E f f ec t ive  on t h e  same ciate, t h e  power o? l o c a l  taxifig d i s t r i c t s  ( c i t i e s ,  
towns, and coun t i e s )  ts levy a 112 af 1% s a l e s  t a x  !;as repealed .  



TABLE 9 .--STATUTORY PROVISIONS GOVERNING C+POSITION OF GENERAL SALES TAXES 

S t a t e  and typr of 
l o c a l  government 

Alabama 
L4unic ipa l i t i es  

Count ies  

Alaska 
M u n i c i p a l i t i e s  
Boroughs 

Arizona 
M u n i c i p a l i t i e s  

C a l i f o r n i a  
M u n i c i p a l i t i e s  
Count ies  

Colorado 
! l u n i c i 7 a l i t i e s 6 /  
Count ies  

Louis iana  
? ' l u n i c i p a l i t i e s  
3 a r i s k . e ~  
Sch;oi 6 i - t r i c t s  

;re;.; York 
' ; u n i c i p a l i t i e s  
C ~ u n t i e s  

Chio 
count  i e c g /  

Trn'essee 
I~:unicipai i ' ,  i e s  
Ccur.ties 

Texas 
; . : u n i c i p a l i t $ e s q  

See f o o t n o t e s  s t  

BY LOCAL GOVERWENTS, ;AILVARY 1, 1968 

S t a t u t o r y  
a u t h o r i t y  

Bus iness  and 
o c c ~ p a t i o n a l  

l i c e n s e  
~ ~ e c i f i c g  

S p e c i f i c  
Do 

Bus iness  and 
o c c u p a t i o n a l  

l i c e n s e  

S p e c i f i c  
Do 

Hone r d l e g  
S p e c i f i c  

Do 
Eo 

D s  
3c 
Dc 

Co 

Do 
Do 

Do 
20 

33 

Lo 

J 3 

J O  

>" 

30 

33 
r)o 

N m b  e r  
u s i n g  

137 

19 

40 
5 

13 

382 
58g 

22 
$1 

1 , 7 1 0  
92 

5 7 
9 

33 

196 

43 
1 

7 
13 

. . . . 

71 

. . . . 

5 
56 

14 

1112 
25 

Scope 

S a l e s  &. u s e  

Do 

S a l e s  
Do 

DO 

S a l e s  & u s e  
C 3  

Co 
S a l e s  

Do 
D.2 

S a l e s  & Lse - 
1 0  

C., 

S s l e s  

S a l e s  
Do 

S a l e s  & use  
30 

Do 

S a l e s  

Do 

S a i e s  t: use  
i c  

Do 

S a l e s  
23 

Voter 
a p p r o v a l  -- 

No 

ye& 

Yes 
Do 

No 

Do 
Do 

D O Y  

Yes 

Do 
Do 

Yes 
Do 
30 

?&I 
E5 

"0 

Dc 

IJo 

Yes 

- 7 0  

Yes 
30 

23 

;;o 
Lo 

A d m i n i s t r a t i o n  

L o c a l  o p t i o &  

Loca l  
Do 

S t a t e  
Do 

~ o c a & U  

6/ 

S t a t e  
Do 

Loca l  
Do 
30 

S t a t e  

s t a t e 9  
S t a t e  

S t a t e  
Do 

Do 

LO c  a  121' 

Local 

s t a t e s /  
 DO^/ 

S t a t e  

S t a t e  
Co 



TABLE 9 .--STATUTORY PROVISIONS GOVERNING IMPOSITION OF GENERAL SALES TAXES 

- -  - 

S t a t e  and type  of 
l o c a l  government 

Virgin ia  
Mun ic ipa l i t i e s  
Counties 

wyomine21/ 
Mun ic ipa l i t i e s  

( p r i o r  t o  7/1/67) 
Counties ( p r i o r  t o  

7/1/67) 

BY LOCAL GOVERNMENTS, JANUARY 1, 1968 (Cont ' d )  

S t a t u t o r y  
a u t h o r i t y  

Number 
us ing  Scope 

Rate 
l i m i t s  

Voter 
appr ova 1 

Yes 

DO 

Adminis t ra t ion  

In 1965 t h e  S t a t e  Department of Revenue was author ized,  on r eques t  by a  mun ic ipa l i t y ,  t o  c o l l e c t  
l o c a l  s a l e s  and use t axes .  The municipal t a x  must p a r a l l e l  t h e  S t a t e  t a x  except f o r  t h e  r a t e .  The 
Department of Revenue p r e s e n t l y  adminis ters  65 of t h e  137 municipal s a l e s  t a x e s .  The s t a t u t e s  
app l i cab le  t o  i nd iv idua l  count ies  u sua l ly  ( i n  15  coun t i e s )  r e q u i r e  S t a t e  admin i s t r a t i on .  

Spec i f i c  s t a t u t o r y  a u t h o r i t y  i s  given t o  i nd iv idua l  count ies .  Voter approval  i s  r equ i r ed  i n  most 
cases .  

F i r s t  c l a s s  c i t i e s ,  incorpora ted  v i l l a g e s ,  and f i r s t  and second c l a s s  boroughs; otherwise 2  percent  

A c i t y  t a x  may be a t  any r a t e  up t o  1% ( u s u a l l y  between 0.85% and 1%) and must be c r e d i t e d  a g a i n s t  
t h e  countywide 1% t a x .  

Includes t h e  city-county of San Francisco .  

Home r u l e  c i t i e s  only.  H.B. 1141, Laws 1967 ( e f f e c t i v e  7/1/67) provides t h a t  coun t i e s ,  second c l a s s  
c i t i e s  and incorpora ted  towns, w i th  vo te r  approval,  may a l s o  levy s a l e s  t axes  but  t h e  t o t a l  S t a t e  and 
county,  c i t y  o r  town r a t e  cannot exceed 7%. Such taxes  must begin e i t h e r  January 1 o r  J u l y  1 of any 
year and a r e  adminis tered  by t h e  Direc tor  of Revenue. The d i r e c t o r  must be n o t i f i e d  a t  l e a s t  120 days 
p r i o r  t o  t h e  e f f e c t i v e  da t e .  This law does not a f f e c t  o r  l i m i t  t h e  power of home r u l e  c i t i e s  t o  levy 
l o c a l  s a l e s  and use t axes .  

Home r u l e  c i t i e s  may con t r ac t  w i th  t h e  S t a t e  f o r  admin i s t r a t i on  and c o l l e c t i o n ,  wi thout  charge ,  i f  
l o c a l  t a x  conforms t o  c e r t a i n  s p e c i f i c a t i o n s  (one requirement i s  t h a t  home r u l e  c i t i e s  do not impose 
a use t a x ) .  

The county of Huerfano, e f f e c t i v e  7/1/68. 

Baker, Baton Rouge, and Zachary 1 114 pe rcen t .  

J e f f e r s o n  1 112 percent .  

S t .  Bernards and Je f f e r son  112 percent .  

Required f o r  t h e  1% r a t e ,  b u t  not f o r  t h e  0.5% r a t e  unless  twenty percent  of vo te r s  so p e t i t i o r . .  

Not r equ i r ed  unless  a  s p e c i f i e d  percentage  of vo te r s  p e t i t i o n .  

S t a t e  may r e f u s e  t o  c o l l e c t  a  c i t y  t a x  i f  t h e  l a t t e r  d i f f e r s  i n  coverage from t h e  S+-ate t a x .  Ir. 
t h r e e  mun ic ipa l i t i e s  t h e  t a x  i s  l o c a l l y  c o l l e c t e d .  

H.B. 919, e f f e c t i v e  12/12/67, author izes  count ies  t o  levy 1/2 percent  s a l e s  and use  t a x .  

Incorporated c i t i e s  and towns a r e  author ized t o  levy and c o l l e c t  t axes  (except  p -ope r ty  t a x e s )  t o  
t h e  same ex ten t  a s  t h e  S t a t e  l e g i s l a t u r e .  The S t a t e  s a l e s  t a x  r a t e  i s  c u r r e n t l y  2 p e r c e r t .  The 
r a t e  i n  t h e  74 mun ic ipa l i t i e s  levying 3 s a l e s  t a x  i s  1 percent .  

C i t i e s  w i th  popula t ion  of 9,030 - 10,500 only ,  but  none i s  p re sen t ly  u s ing  t h i s  a u t h o r i t y .  

( ~ o o t n o t e s  a r e  continued on t h e  next page.) 



TABLE 9 .--STATUTORY PROVISIONS GOVERNING IMPOSITION OF GENERAL SALES TAXES 
BY LOCAL GOVERNMENTS, JANUARY 1, 1968 (Conc 1 ' d) 

9 The r a t e  i s  l imi t ed  t o  113 of t h e  S t a t e  s a l e s  t a x  r a t e  and t h e  maximu-n t a x  on a  s i n g l e  t r a n s a c t i o n  
i s  l imi t ed  t o  $5. 

191 Optional.  - 
2OJ Local s a l e s  t axes  have been approved i n  numerous a d d i t i o n a l  c i t i e s ,  e f f e c t i v e  a f t e r  1/1/68. 

211 The S t a t e  r a t e  was increased from 2  1/2% t o  3% e f f e c t i v e  7/1/67 wi th  one-s ix th  of t h e  gross  s a l e s  - 
t a x  c o l l e c t e d ,  l e s s  expenses of admin i s t r a t i on ,  t o  be  pa id  p ropor t iona l ly  (based on popu la t ion )  t o  
t h e  c i t i e s ,  towns, and coun t i e s .  E f f ec t ive  on t h e  same da t e ,  t h e  power of l o c a l  t ax ing  d i s t r i c t s  
( c i t i e s ,  towns, and coun t i e s )  t o  levy a 112 of 1% s a l e s  t a x  was repealed .  



TABLE 10. --STATE INDIVIDUAL INCOME TAXES: RATES, JANUARY 1, 1968 

Alabama......... 

S t a t e  

Alaska. . . . . . . . . .  

~r izonaL1. . . . . . . 

Arkansas..... . . .  

c a l i f o r n i a l l . .  . . 

Net income a f t e r  
personal  exemption 

Colorado...... . .  

Delaware. . . . . . . . 

Rate 
(percent )  

F i r s t  $1,000. ..... 
$1,001-$3,000. .... 
$3,001-$5,000 ..... 
Over $5,000.. . . . . . 
16 percent  of t he  t o t a l  Federa l  income t ax  
t h a t  would be payable f o r  the  same t axab le  
year  a t  t he  Federa l  tax  r a t e s  i n  e f f e c t  on 
December 31, 1963. 

I I 

Federa l  
tax  de- 
duc t i b l e  

F i r s t  $1,000.... .. 
$1,001-$2,000 ..... 
$2,001-$3,000.. ... 
$3,001-$4,000.. . . . 
$4,001-$5,000,. ... 
$5,001-$6,000..... 
Over $6,000.. ..... 

Spec ia l  r a t e s  o r  f e a t u r e s  

F i r s t  $3,000. ..... 
$3,001-$6,000.. . . . 
$6,001-$11,000 .... 
$11,001-$25,000.. . 
Over $25,000 ...... 
F i r s t  $2,000 ...... 
$2,001-$3,500.... . 
$3,501-$5,000 ..... 
$5,001-$6,500.. . . . 
$6,501-$8,000 ..... 
$8,001-$9,500 ..... 
$9,501-$11,000... . 
$11,001-$12,500 ... 
$12,501-$14,000 ... 
Over $14,000 ...... 

F i r s t  $1,000 ...... 
$1,001-$2,000 ..... 
$2,001-$3,000... .. 
$3,001-$4,000 ..... 
$4,001-$5,000..... 
$5,001-$6,000.... . 
$6,001-$7,000 ..... 
$7,001-$8,000 ..... 
$8,001-$9,000.. ... 
$9,001-$10,000.... 
Over $10,000 ...... 
F i r s t  $1,000......  
$1,001-$2,000 ..... 
$2,001-$3,000. .... 
$3,001-$4,000 ..... 
$4,001-$5,000. .... 
$5,001-$6,000 ..... 
$6,001-$8,000 ..... 
$8,001-$30,000 .... 
$30,001-$50,000 ... 
$50,001-$100,000,. 
Over $100,000 ..... 

Ihe  fo l lowing r a t e s  apply t o  heads 
of households : 
F i r s t  $3,000 ......... 1% 
$3,001-$4,500 ........ 2 
$4,501-$6,000 ........ 3 
$6,001-$7,500,. ...... 4 
$7,501-$9,000,. . . . . . . 5 
$9,001-$10,500 ...,... 6 
$10,501-$12,000 ....,. 7 
$12,001-$13,500 ...... 8 
$13,501-$15,000,. . , , . 9 
Over $15,000...... . . .10 

Surtaxonincomefromintangiblesin * 

excess of $5,000, 2 percent .  Tax- 
payers a r e  allowed a c r e d i t  equal  
t o  112 of 1 percent of n e t  t axab le  
income on the  f i r s t  $9,000 of t a x -  
ab l e  income. A $7 t ax  c r e d i t  i s  
allowed each taxpayer and each de-  
pendent f o r  s a l e s  t ax  paid  on food. 
I f  t h e r e  i s  no income tax  l i a b i l i t y  
the  taxpayer can apply f o r  a refund. 
See t a b l e  15 . 

See footnotes  a t  t he  end of t a b l e .  



TABLE 10.--STATE INDIVIDUAL INCOME TAXES: RATES, JANUARY 1, 1968 (Cont'd) 

S t a t e  

Georgia..... . . . .  

~ a w a i i 3 ' .  ....... 

l d a h d l . .  ....... 

Indiana. . . . . . . . .  

Iowa............ 

Kansas..... . . . . .  

Net income a f t e r  
personal  exemption 

F i r s t  $1,000.... .. 
$1,001-$3,000..... 
$3,001-$5,000 ..... 
$5,001-$7,000 ..... 
$7,001-$10,000.. .. 
Over $10,000...... 

........ F i r s t  $500 ....... $501-$1,000 
$1,001-$1,500..... .. $1,501-$2,000... 
$2,001-$3,000..... 
$3,001-$5,000..... 
$5,001-$10,000 .... 
$10,001-$14,000... ... $14,001-$20,000 
$20,001-$30,000... ...... Over $30,000 

F i r s t  $1,000..... . 
$1,001-$2,000.. ... 
$2,001-$3,000 ..... 
$3,001-$4,000.... . ..... $4,001-$5,000 
Over $5,000 ....... 
Adjusted gross  
income...... . . . . . .  

F i r s t  $1,000...... ..... $1,001-$2,000 . $2,001-$3,000.... ..... $3,001-$4,000 
$4,001-$7,000 ..... 
$7,001-$9,000 ..... ....... Over $9,000 

.... F i r s t  $2,000.. ..... $2,001-$3,000 .. $3,001-$5,000... .. $5,001-$7,000... ..... Over $7,000.. 

Rate 
(percent )  

Federa l  
tax  de- 
duc t ib l e  

Spec ia l  r a t e s  o r  f e a t u r e s  

................................... 

Al te rna t ive  tax  on c a p i t a l  ga ins :  
Deduct 50 percent  of c a p i t a l  ga ins  
and pay an a d d i t i o n a l  4 percent on 
such ga ins .  The income c l a s s e s  
repor ted  a r e  f o r  i nd iv idua l s .  For 
j o i n t  r e tu rns  t he  r a t e s  shown apply 
t o  income c l a s s e s  twice as  l a rge .  
Spec i a l  tax  r a t e s  a r e  provided f o r  
heads of households ranging from 
2.25% on taxable  income no t  over 
$500 t o  11% on taxable  income i n  
excess of $60,000. A s a l e s  tax  
c r e d i t  based on modified ad jus t ed  
gross  income brackets  i s  provided, 
ranging from $1 t o  $20 per  q u a l i f i e d  
exemption. Taxpayers a r e  a l s o  pro- 
vided c r e d i t s  f o r  s tuden t s  a t t end ing  
i n s t i t u t i o n s  of h igher  l ea rn ing  ($5 
t o  $50) and dependent c h i l d r e n  a t -  
tending school i n  grades k inder-  
ga r t en  t o  twelve ($2 t o  $20). The 
amount of c r e d i t  i s  based on s i z e  
of A.G.I. I f  a t axpaye r ' s  c r e d i t s  
exceed h i s  t a x ,  a refund w i l l  be 
made. See t a b l e  15. 

A $10 f i l i n g  f e e  i s  imposed on each 
r e t u r n .  A $10 t a x  c r e d i t  i s  allowed 
f o r  each personal  exemption. 

A $8 t ax  c r e d i t  i s  allowed each 
taxpayer and each dependent f o r  
s a l e s  tax  paid on food. I f  t h e r e  
i s  no income t ax  l i a b i l i t y ,  t he  
taxpayer can apply f o r  a refund. 
See t a b l e  15. 

A c r e d i t  i s  allowed f o r  s a l e s  taxes  
paid.  I f  t he re  i s  no income tax 
l i a b i l i t y ,  the  taxpayer can apply 
f o r  a refund. See t a b l e  15. 

The income c l a s s e s  repor ted  a r e  f o r  
i nd iv idua l s  and heads of households.  
For j o i n t  r e tu rns  the  r a t e s  shown 
apply t o  income c l a s s e s  twice a s  
la rge .  

See footnotes  a t  the  end of t a b l e .  



TABLE 10.--STATE INDIVIDUAL INCOME TAXES: RATES, JANUARY 1; 1968 (Cont 'd) 

S t a t e  

Kentucky.. ...... 

... ~ o u i s i a n a l l . .  

Maryland ........ 

....... Michigan. 

Minnesota. . . . . . .  

Net income a f t e r  
personal  exemption 

F i r s t  $3,000 ...... 
$3,001-$4,000.. ... 
$4,001-$5,000 ..... 
$5,001-$8,000, .... .. Over $8,OOO..... 

F i r s t  $10,000.. ... 
$10,001-$50,000... 
Over $50,000.. .... 

...... F i r s t  $1,000 
$1,001-$2,000.. ... 
$2,001-$3,000 ..... ....... Over $3,000 

Earned income and 
bus iness  income... 
I n t e r e s t  and d i v i -  
dends, c a p i t a l  
gains on in t ang ib l e s  
Annui t ies . . . . . . . . .  

A l l  t axable  income 

F i r s t  $500 ........ ...... $501-$1,000. .... $1,001-$2,000. ..... $2,001-$3,000 ... $3,001-$4,000.. ... $4,001-$5,000.. ..... $5,001-$7,000 ... $7,001-$9,000.. .. $9,001-$12,500,. ... $12,501-$20,000 ...... Over $20,000 

Rate 
Federa l  I tax  de- 1 Spec ia l  r a t e s  o r  f e a t u r e s  

(percent )  dUctible 

Mis s i s s ipp i  ..... 

A consumer tax  c r e d i t  i s  allowed of 
$4 each f o r  t he  taxpayer and h i s  
spouse and $8 f o r  each q u a l i f i e d  
dependent. I f  t he re  i s  no income 
t ax  l i a b i l i t y  t h e  taxpayer can 
apply f o r  a refund. See t a b l e  15. 

..... F i r s t  $5,000. ..... Over $5,000.. 

I The following c r e d i t s  a r e  allowed 
(not t o  exceed the  t axpaye r ' s  S t a t e  
income t ax  l i a b i l i t y )  : .... 

Ci ty  income tax  Cred i t  

. Not over $loo. . .  20% of c i t y  tax  
$101-$150 ........ $20 + 15% of excess over $100 
$151-$200.. ...... $27.50 + 10% of excess  over $150 
Over $200.. . . . . . .  $32.50 + 5% of excess  over  $200 

Maximum c r e d i t  $10,000 

Property t ax  Cred i t  

Not over $100.. .. 20% of proper ty  tax  
$101-$150 ........ $20 + 15% of excess  over $100 
$151-$200 ........ $27.50 + 10% of excess  over $150 
$201-$10,000.. ... $32.50 + 5% of excess  over $200 
Over $10,000 ..... 4% of proper ty  tax  

A l e s see  of a homestead i s  allowed a s i m i l a r  c r e d i t .  
I n  such a ca se  20% of t he  gross  r e n t  paid by the  
l e s see  i s  deemed t o  be proper ty  t ax .  

See footnotes  a t  t h e  end of t a b l e .  

x A proper ty  t ax  c r e d i t  i s  allowed fo r  
s en io r  c i t i z e n  homestead r e l i e f .  
Cash refund granted  i f  proper ty  t a x  
c r e d i t  exceeds income t ax  due. See 
t a b l e  15. 



TABLE 10.--STATE INDIVIDUAL INCOME TAXES: RATES, JANUARY 1, 1968 (Cont'd) 

Missour i . . . . . . . .  

Montana...... . . .  

S t a t e  

. New Hampshire.. 

Rate 
(percent )  

Net income a f t e r  
personal  exemption 

.... New Jersey. .  

...... F i r s t  $1,000 ..... $1,001-$2,000 
$2,001-$3,000 ..... 
$3,001-$5,000 ..... 
$5,001-$7,000, .... 
$7,001-$9,000 ..... ....... Over $9,000 

Federa l  
tax  de- 
duct i b  l e  

...... F i r s t  $1,000 ..... $1,001-$2,000 
$2,001-$4,000. .... 
$4,001-$6,000. .... 
$6,001-$8,000 ..... 
$8,001-$10,000. ... 
$10,001-$25,000.., 
Over $25,000. ..... 

Spec ia l  r a t e s  o r  f e a t u r e s  

The tax  i s  imposed on the  t axpaye r ' s  
Federa l  income tax  l i a b i l i t y  before  c r e d i t s ,  
with l imi t ed  adjustments.  The r a t e  f o r  
1968 i s  10% and i s  t o  be s e t  a s  a f l a t  
percentage by the  S t a t e  Board of Equal i -  
za t ion  and Assessment on o r  before  Novem- 
ber  15 annually f o r  t he  taxable  year be- 
ginning dur ing the  subsequent ca lendar  
yea r .  I I 

I n t e r e s t  and 
dividends (excluding 
i n t e r e s t  on savings ......... depos i t s )  

...... F i r s t  $1,000 
$1,001-$3,000 ..... ... $3,001-$5,000.. ..... $5,001-$7,000 ... $7,001-$9,000.. ... $9,001-$11,000. . $11,001-$13,000.. 
$13,001-$15,000... 
Over $15,000 ...... 

New York........ 

New ~ e x i c & / 2 / .  . 

...... F i r s t  $1,000 
$1,001-$3,000,. ... .... $3,001-$5,000. ... $5,001-$7,000.. ..... $7,001-$9,000 .... $9,001-$11,000 
$11,001-$13,000, .. 
$13,001-$15,000,.. ...... Over $15,000 

..... F i r s t  $10,000 ... $10,001-$20,000 
$20,001-$100,000., 
Over $100,000. .... 

See footnotes  a t  t h e  end of t a b l e .  

The r a t e s  apply t o  t o t a l  income, 
no t  merely t o  the  propor t ion  of 
income f a l l i n g  wi th in  a given 
b racke t ,  but as  a r e s u l t  of t he  
following tax c r e d i t s ,  t he  schedule 
i n  e f f e c t  i s  a bracket  r a t e  schedule:  

$1,001-$2,000, .... $ 5 
$2,001-$3,000.. ... $ 15 
$3,001-$5,000 ..... $ 30 
$5,000-$7,000 ..... $ 55 
$7,001-$9,000.. ... $ 90 ....... Over $9,000 $135 

After  computing t h e i r  t a x ,  taxpayers 
may s u b t r a c t  5% of the  t ax  due. 

A $7 t ax  c r e d i t  i s  allowed each 
taxpayer and each dependent f o r  
s a l e s  tax  paid on food., I f  t he re  
i s  no income tax l i a b i l i t y  t he  t ax -  
payer can apply f o r  a refund. See 
t a b l e  15. 

Tax app l i e s  t o  commuters only,  
New Jersey-New York a rea .  

Net incane (of married taxpayer 
f i l i n g  j o i n t  r e t u r n  and s i n g l e  
taxpayer with one o r  more dependents) 
under $1,500 nontaxable.  

C a p i t a l  ga ins  treatment i s  s i m i l a r  
t o  t h a t  provided under Federa l  law. 
Income from unincorporated bus iness  
i s  taxed a t  4 percent .  The following 
c r e d i t  i s  allowed: 

I f  t ax  i s - -  c r e d i t  i s - -  
$100 o r  l e s s . . .  f u l l  amount of t ax .  ...... $100-$200 d i f f e r ence  between 

$200 and amount of 
t ax .  

$200 o r  more... no c r e d i t .  



TABLE 10 .'- -STATE INDIVIDUAL INCOME TAXES : RATES, JANUARY 1, 1968 (Cont ' d)  

I . . .  . I , . 1 Fede ra l  1 Net income a r c e r  nace 
S t a t e  

t a x d e -  I Spec i a l  r a t e s  o r  f e a t u r e s  I personal  exemption I (percent )  I ductible  

North Carol ina . .  

North Dakota.... 

Oregon...... . . . .  

South Carol ina . .  

...... F i r s t  $2,000 .... $2,001-$4,000. ..... $4,001-$6,000 .... $6,001-$10,000 ...... Over $10,000 

.... F i r s t  $3,000.. ..... $3,001-$4,000 .. $4,001-$5,000... 
$5,00&-$6,000..... 
$6,001-$8,000..... ... $8,001-$15,000. .... Over $15,000.. 

...... F i r s t  $1,500 ... $1,501-$3,000,. 
$3,001-$4,500 ..... 
$4,501-$6,000. .... ..... $6,001-$7,500 
Over $7,500 ....... 

....... F i r s t  $500. 
$501-$1,000, ...... .. $1,001-$1,500... ..... $1,501-$2,000 
$2,001-$4,000 ..... 
$4,001-$8,000 ..... ...... Over $8,000. 

...... F i r s t  $2,000 ... $2,001-$4,000.. 
$4,001-$6,000.. ... ..... $6,001-$8,000 
$8,001-$10,000.. .. ... Over $10,000... 

Tennessee...... .  I n t e r e s t  and 
dividends. . . . . . . . .  

Utah.. ...... ..... F i r s t  $1,000. 
$1,001-$2,000 ..... ... $2,001-$3,000.. 
$3,001-$4,000.. ... 
$4,001-$5,000... .. ..... Over $5,000.. 

The t ax  i s  imposed a t  a r a t e  of 25% of t he  
Fede ra l  income t ax  l i a b i l i t y  of t he  t a x -  
payer f o r  the t axab le  yea r  ( a f t e r  t he  
allowance of re t i rement  income c r e d i t ,  i n -  
vestment c r e d i t ,  f o re ign  t a x  c r e d i t  and 
t ax - f r ee  covenant bonds c r e d i t ,  but  before  
t he  allowance of any o the r  c r e d i t  aga ins t  
t h a t  l i a b i l i t y  o r  t he  add i t i on  of any s u r -  
tax  upon t h a t  l i a b i l i t y  granted o r  imposed 
under Federa l  law),  reduced by a percentage 
equal  t o  t he  percentage of the  t axpaye r ' s  
adjus ted  gross  income f o r  t he  taxable  year 
which i s  not Vermont incane.  

The income c l a s s e s  repor ted  a r e  f o r  
i nd iv idua l s  and heads of households.  
For j o i n t  r e tu rns  the  r a t e s  shown 
apply t o  income c l a s s e s  twice a s  
l a rge .  

The income c l a s s e s  repor ted  a r e  f o r  
i nd iv idua l s  and heads of households.  
For j o i n t  r e tu rns  the  r a t e s  shown 
apply t o  income c l a s s e s  twice a s  
l a rge .  

Dividends from co rpora t ions  having 
a t  l e a s t  75 percent  of t h e i r  proper ty  
sub jec t  t o  t h e  Tennessee ad valorem 
t ax  a r e  taxed a t  4 percent .  

A c r e d i t  i s  provided on the  succeeding 
y e a r ' s  t ax  f o r  106% of t h e  amount of 
t he  excess of tax  l i a b i l i t y  over 
what such l i a b i l i t y  would have been 
had the  Federa l  base used i n  a r r i v i n g  
a t  t h e  Vermont t ax  l i a b i l i t y  been 
determined i n  accordance wi th  t he  
Federa l  I n t e r n a l  Revenue Code i n  
e f f e c t  on January 1, 1967, i n s t ead  
of the  Federa l  s t a t u t e  i n  e f f e c t  f o r  
the  year  f o r  which the  r e t u r n  i s  being 
f i l e d .  Resident taxpayers who a r e  
f u l l - t i m e  s tuden t s  f o r  a t , ,  l e a s t  f i v e  
months i n  t he  year  a r e  allowed a 
$10 c r e d i t .  

See footnotes  a t  t he  end of t a b l e .  
- 3 7  - 



TABLE 10.  --STATE INDIVIDUAL INCOME TAXES: RATES, JANUARY 1, 1968 (Concl 'd)  

S t a t e  

Vi rg in ia . . . . . . . .  

W. V i r g i n i a . . .  .. 

Washington, D . C .  

Net income a f t e r  
p e r s o n a l  exemption 

F i r s t  $3,000 ...... 
$3,001-$5,000. .... 
Over $5,000. .  . . . . . 
F i r s t  $2,000 ...... 
$2,001-$4,000. .... 
$4,001-$6,000.. ... 
$6,001-$8,000.. ... 
$8,001-$10,000. ... 
$10,001-$12,000 ... 
$12,001-$14,000 ... 
$14,001-$16,000 ... 
$16,001-$18,000..,  
$18,001-$20,000. .. 
$20,001-$22,000 ... 
$22,001-$26,000 ... 
$26,001-$32,000...  

$100,001-$150,000. 
$150,001-$200,000, 
Over $200,000. . .  .. 
F i r s t  $1,000 ...... 
$1,001-$2,000,  .... 
$2,001-$3,000.' . .  .. 
$3,001-$4,000. . .  .. 
$4,001-$5,000. .... 
$5,001-$6,000. .... 
$6,001-$7,000 ..... 
$7,001-$8,000 ..... 
$8,001-$9,000. . . .  . 
$9,001-$10,000. ... 
$10,001-$ll,OOO... 
$11,001-$12,000...  
$12,001-$13,000 ... 
$13,001-$14,000., , 
Over $14,000. ..... 
F i r s t  $2,000 ... . . . 
$2,001-$4,000. .... 
$4,001-$6,000 ..... 
$6,001-$8,000.. ... 
$8,001-$10,000 .... 
Over $10,000. ..... 

Rate 
(percent )  

F e d e r a l  
t a x  de-  
d u c t  i b  l e  

.... 

.... 

. . . . 

.... 

S p e c i a l  r a t e s  o r  f e a t u r e s  

The income c l a s s e s  r e p o r t e d  a r e  f o r  
i n d i v i d u a l s  and heads  of households .  
For j o i n t  r e t u r n s  t h e  r a t e s  shown 
apply  t o  income c l a s s e s  t w i c e  a s  
l a r g e .  

A p r o p e r t y  t a x  c r e d i t  i s  al lowed f o r  
s e n i o r  c i t i z e n  homestead r e l i e f .  
Cash re fund  g r a n t e d  i f  p r o p e r t y  t a x  
c r e d i t  exceeds income t a x  due.  See 
t a b l e  15.  

Income from unincorpora ted  b u s i n e s s  
i s  t axed  a t  5 p e r c e n t .  

11 Cornuni ty  p r o p e r t y  S t a t e  i n  which,  i n  g e n e r a l ,  112 t h e  community income is  t a x a b l e  t o  each spouse - 
21 Limited t o  $300 f o r  s i n g l e  persons and $600 f o r  m a r r i e d  persons f i l i n g  j o i n t  r e t u r n s .  - 
3 /  Allows d e d u c t i o n  of S t a t e  i n d i v i d u a l  income t a x  i t s e l f  i n  computing S t a t e  t a x  l i a b i l i t y .  - 
4 /  Any F e d e r a l  t a x  p a i d  due t o  an i n c r e a s e  i n  r a t e s  e f f e c t i v e  a f t e r  November 1, 1967, w i l l  n o t  be d e -  - 

d u c t i b l e  f o r  Oregon p e r s o n a l  income t a x  purposes .  The l i m i t a t i o n  i s  e f f e c t i v e  f o r  t a x  y e a r s  beginning  
on and a f t e r  1 / 1 / 6 8 ,  and ending  n o t  l a t e r  t h a n  11/30/70.  

5 /  Limited t o  $500 p e r  taxpayer .  - 



TABLE 11. --STATE INDIVIDUAL INCOME TAXES: PERSONAL EXEMPTIONS, JANUARY 1, 1968 

State 

Alabama 
Alaska 
Arizona 

2 1 Arkansas- 
2 / California- 

31 Colorado- 
Delaware 
Georgia 
~ a w a  i 
Idaho- 

India aL1 
2 7  21 Iowa- 

Kansas 
 ent tuck$/ 

10/ Louisiana- 

Maryland 
13/ 31 Massachusetts- 

Michigan 
~innesotaLI 2/ 
Mississippi 
Missouri 

Montana 
~ebraskaql 
New Hampshir 151 

177- New Jersey- 
New Mexico 

New ~ o r k ~ /  
North Carolina 
North Dnkota 
Oklahoma 
Oregon 

South Carol'na 
157 Tennessee- 

Utah 
Vermont 
Virginia 

West Virgi ia 
Wisconsin27 21 

Dist. of Columbia 

Person 

Single 

exempt ion 
Married 

(joint return) 

Additional 

Dependents 

ccount of-- 

~lindnessll 

1/ In most States an identical exemption is allowed for a spouse if she meets the age and blindness - 
conditions. In Massachusetts the deduction for blindness is allowed against business income only. 
In Hawaii the $5,000 blindness deduction is allowed in lieu of the personal exemption. 

21 Personal exemptions and credits for dependents are allowed in the form of tax credits which are - 
deductible from an amount of tax. With respect to personal exemptions, the sum in parentheses is 
the exemption eqaivalent of the tax credit assuming that the exemption is deducted from the lowest 
brackets. With respect to the dependency exemptions; the sum in parentheses is the amount by which 
the first dependent raises the level at which a married person or head of family becomes taxable. 

(Footnotes continued on the following page) 



TABLE 11. --STATE INDIVIDUAL INCOME TAXES: PERSONAL EXEMPTIONS, JANUARY 1, 1968 (Cont'd) 

In addition to the personal exemption deductions, a sales tax credit or cash rebate 
(in the case of Minnesota and Wisconsin a property tax credit or cash rebate) is provided. 
See table 15. 

The exemption is allowed for students regardless of age or income. For students beyond 
the high school level, $1,200 per dependent and $600 if' the taxpayer is a student. 

Individuals establishing residence in Hawaii after the age of 65 are subject to tax on 
income from Hawaii sources only (the tax is imposed on the entire taxable income of resi- 
dent individuals, estates, and trusts). 

In addition to the personal exemption deductions, a $10 tax credit is allowed for each 
personal exemption. 

Each spouse is entitled to the lesser of $1,000 or adjusted gross income. 

Single person, $833; married couple, $1,167. 

The exemption is allowed for students regardless of age or income. 

The exemptions and credits for dependents are deductible from the lowest income bracket 
and are equivalent to the tax credits shown in parentheses. 

An identical exemption is allowed for a spouse or for a dependent. 

The exemption is allowed for students regardless of age or income. An additional exemp- 
tion of $800 is allowed for each dependent 65 years of age or over. 

The exemptions shown are those allowed against business income, including salaries and 
wages: a specific exemption of $2,000 for each taxpayer. In addition, a dependency 
exemption of $500 is allowed for a dependent spouse who has income from all sources of 
less than $2,000. In the case of a joint return, the exemption is the smaller of (1) 
$4,000 or (2) $2,000, plus the income of the spouse having the smaller income. For non- 
business income (annuities, interest, and dividends) the exemption is the smaller of 
(1) $1,000 or (2) the unused portion of the exemption applicable to business income. 
Married persons must file a joint return in order to obtain any nonbusiness income ex- 
emption. If a single person, or either party to a joint return, is 65 years of age, the 
maximum is increased from $1,000 to $1,500. No exemption is allowed against nonbusiness 
income if income from all sources for a single person exceeds $5,000 and for a married 
person exceeds $7,500. 

An additional tax credit of $20 is allowed for each taxpayer or spouse who has reached 
the age of 65. Additional tax credits for the blind: unmarried, $20; married, $25 for 
each spouse. 

The tax applies only to interest and dividends. 

An additional exemption of $600 is allowed a married woman with separate income; joint 
returns are not permitted. 

In addition to the personal exemptions, the following tax credits are granted: Single 
persons, $10; married taxpayers and heads of households, $25. 

An additional exemption of $1,000 is allowed a married woman with separate income; joint 
returns are not permitted. 

Plus an additional $600 for each dependent who is a full-time student at an accredited 
university or college. 

A credit of $1 is allowed for each $100 actually contributed by the taxpayer as partial 
support of a person who could qualify (except for the chief support requirement) as a 
dependent. The credit shall not exceed $6. 

A tax credit of $12 is allowed for each taxpayer or spouse who has reached the age of 65. 
A blind taxpayer and his spouse (if also blind) are allowed an additional $600 exemption 
plus a tax credit of $18 each. 

(Footnotes continued on the following page.) 



TABLE 11,--STATE INDIVIDUAL INCOME TAXES: PERSONAL EXEMPTIONS, JANUARY 1, 1968 (Concl'd) 

221 The exemption is extended to dependents over the age of 21 if they are students in an - 
accredited school or college. 

231 Increased to $400 for 1969, and $600 for 1970 and thereafter. - 
241 Exemption for one dependent of unmarried person is $1,000, if dependent is father, mother, - 

son, daughter, sister or brother. 

251 Single person, $185; married couple $402. - 



TABLE 12.--STATE INDIVIDUAL. INCOME TAXES: USE OF STANDARD DEDUCTION AND 
OPTIONAL. TAX TABLE, JANUARY 1, 1968 

S t a t e  

Alabama................... 
Alaska. . . . . . . . . . . . . . . . . . . .  
Arizona. . . . . . . . . . . . . . . . . . .  
Arkansas. . . . . . . . . . . . . . . . . .  
Ca l i fo rn i a  

Colorado.. . . . . . . . . . . . . . . . .  .............. ~e laware2f. .  
Georgia. .................. 
Hawaii . . . . . . . . . . . . . . . . . . . .  .................. 1daho3/. 

Indiana . . . . . . . . . . . . . . . . . . .  
Iowa...... . . . . . . . . . . . . . . . .  
Kansas. . . . . . . . . . . . . . . . . . . .  
~ e n t u c k ~ h f .  ............... 
Louisiana. . . . . . . . . . . . . . . . .  

Maryland ................. 
Massachusetts . . . . . . . . . . . . .  
Michigan .................. 
Minnesota. . . . . . . . . . . . . . . . .  
Mis s i s s ipp i . .  ............. 
Missouri . . . . . . . . . . . . . . . . . .  

Montana...... . . . . . . . . . . . . .  
Nebraska...... . . . . . . . . . . . .  
New Jersey . . . . . . . . . . . . . . . .  
New Mexico................ 
New York...... . . . . . . . . . . . .  
North Carolina. . . . . . . . . . . .  

North Dakota..... . . . . . . . . .  
Oklahoma.................. 
Oregon...... . . . . . . . . . . . . . .  
South Carol ina . . . . . . . . . . . .  
Utah. . . . . . . . . . . . . . . . . . . . . .  

Vermont..... . . . . . . . . . . . . . .  
Virg in ia .  ................. 
West Virginia. . . . . . . . . . . . .  .............. wisconsin?/. 
D i s t .  of Columbia......... 

-~ 

Size  of s tandard  deduc t ~ i o n  

Single  

Maximum 

Married 

Separa te  
r e t u r n  

J o i n t  
r e t u r n  

Opt ional  
tax  

t a b l e  

Note: Excludes New Hampshire and Tennessee where t he  tax app l i e s  t o  i n t e r e s t  and dividends only. 
* The s tandard  deduction i s  allowed i n  add i t i on  t o  deduction of Federa l  income taxes .  

1/ Amount of s tandard  deduction i s  gene ra l ly  based on gross  income a f t e r  bus iness  expenses. The de-  - 
t a i l e d  provis ions  vary.  

2/ I n  l i e u  of a l l  o the r  deductions except Federa l  income taxes  up t o  $300 f o r  i nd iv idua l s  and $600 f o r  - 
married couples f i l i n g  jo in t  r e tu rn .  

31 Standard minimum deduction of $300. - 
41 I n  l i e u  of o the r  deductions except Federa l  income t axes ,  a s tandard  deduction of $500 may be taken i f  - 

adjus ted  gross income i s  a t  l e a s t  $8,000. I f  ad jus t ed  gross  income i s  l e s s  than $8,000, taxpayers 
may use op t iona l  tax  t a b l e .  

5 /  The $1,000 s tandard  deduction allowed a married couple may be taken by e i t h e r  or d iv ided between them - 
i n  such propor t ion  a s  they may e l e c t .  

61 An a d d i t i o n a l  $500 i s  allowed a married woman with s epa ra t e  income; j o i n t  r e tu rns  a r e  not  permi t ted .  - 



TABLE 13. --STATE INDIVIDUAL INCOME TAXES: ADMINISTRATIVE FEATURES, JANUARY 1, 1968 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Delaware 
Dist of Col 
Georgia 
Hawaii 
Idaho 
Indiana 
Iowa 
Kansas 

, Kentucky 
Louisiana 

b~ Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Oklahoma 
Oregon 
South Carolina 
Tennessee 
Utah 
Vermont 
Virginia 
W. Virginia 
Wisconsin 

See footnotes 

Filing date 
(calendar year 

returns) 

April 15 
April 15 
April 15 
May 15 
April 15 
April 15 
April 30 
April 15 
April 15 
April 20 
April 15 
April 15 
April 30 
April 15 
April 15 
May 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
May 1 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
April 15 
May 1 
April 15 
April 15 

on the 

Use of 
Federal 
tax base 

- 
X - 
- 
- 
X - 
- 
- 
X 
X 
X 
X 
X 
X - 
X 
- 
X 
X - 
- 
X 
X - 
X 
X 
X - 
X - 
- 
- - 
- 
X - 
X 
X 

following page 

Agreements 
for Federal- 
State cooper- 
ative use of 
returns 

- 
X 
X 
X 
X 
X 
X 
X - 
X 
X 
X 
X 
X 
X - 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 

Withholding 

Periodicity of 
employer 
returns 

Quarterly 
do 
do 
do 

~nnua 11 yL1 
Quarterly 

do 
do 
do 

4 / Monthly- 
Quarterly 

do 
do 
do 
do- 6 1 
doL1 
do 
81 do- 

do- 6 / 
do - 
do 
do- 101 
do 
- 
do 

MOntPty 
do- 

Quarterly 
do 
do 
do- 6 I 

Quarterly - 
d014/ 
do- 
do 
151 do- 

do 

Required 

X 
X 
X 
X 
- 
X *I 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X 
X - 
X 
X 
X 
- 
X 
X 
X 
X 
- 
X *I 
X 
X 
- 
X 
X 
X 
X 
X 

Credit 

Resident 
(a) 

X 
- 
X 
X 
X 
X 

21 
X 
X 
X 
X 
X 
x21 
X 
X 

X9 1 X- 
X 
X 
X 
X 
X 
X 
- 
X 
x 
X 
X 

'131 X- 
X 
X 
- 
X 
X 
X 
X 
X 

Year 
adopted 

1956 
1949 
1954 
1966 
- 
1954 
1949 
1956 
1960 
1957 
1955 
1963 
1966 
1966 
1954 
1961 
1955 
1959 
1967 
1961 - 
1961 
1955 
1967 
- 
1961 
1961 
1959 
1959 - 
1961 
1948 
1959 
- 
1959 
1951 
1963 
1961 
1962 

allowed 
other 
Non- 

residents 
(b) 

- 
- 
X 
X 
X - 
- 
- 
- 
- 
X 
X 
- 
- 
X - 
X - 
X 
X - 
- 
- - 
-11/ - - 
x - 
- 
- 
- 
- 
- 
- 
- 
X 
X 
X - 

for.income taxes paid 
States 

Reciprocity 
required 

- - 
11 

(a)-, (b)X- 

7 1  x- - - - - 
xll 
X- 11 

(a)-, (b)X - 
5 1 x- - 
11 x- - 

(a)-, jb)X 
XL - - - 
- 
- 
X 

(a)-, ( b ) ~  - 
- 
- - 
11 x- - - 
- 

(a)-,lfb)X 
X- 
1 1 x- - 



TABLE 13 --STATE INDIVIDUAL INCOME TAXES: ADMINISTRATIVE FEATURES, JANUARY 1, 1968 (Concl'd) 

Denotes "yes"; - denotes "no" or "not applicable." 

Some reciprocity provisions are negative in effect--credit is given if the other State does not give credit. 

Withholding applies to nonresidents only. 

For income and intangibles taxes required to be paid a State as a domiciliary. 

'rhe Director of Taxation may permit employers withholding not more than $200 annually to make returns and payments on a quarterly basis. 

Deductions limited. 

Except that employers withholding income taxes amounting to $100 or more per month are required to remit withheld income taxes on or before 
the 15th of the following month. 

At the request of the employer, the Collector of Revenue may permit a withholding tax return to be submitted and the tax to be paid on 
a monthly basis. 

Except that returns and payment of taxes withheld by any employer who can reasonably expect that taxes withheld will exceed $600 for the 
calendar year are due monthly. 

Limited to taxes paid on professional or business income. 

If total quarterly taxes withheld are less than $10, an employer may make an annual return. 

N. Y. residents are allowed a credit against the tax by New York. 

If the aggregate amount of State income tax required to be withheld in a semi-annual period (periods ending June 30 and December 31) can 
reasonably be expected to be $3,000 or more semi-monthly withholding returns and taxremittances are required. 

Limited to taxes paid on compensation for personal services. 

Except that where the amount withheld is at least $200 per calendar month or exceeds $600 per calendar quarter, employers are required to 
report monthly. 

The Tax Commission may by regulation provide for returns and payment on the 15th day of each month for employers withholding taxes of $100 
or more for the preceding calendar month. 



TABLE 14. --LOCAL INCOME TAXES, RATES AND COLLECTIONS 

State and local government 

Alabama : 
Gadsden 

Kentucky: 
Berea 
Bowling Green 
Catlettsburg 
Covington 
Flemingsburg 
Frankfort 
Glasgow 
Hopkinsville 
Lexington 
Louisville 
Jefferson county1/ 

Ludlow 
Mayfield 
Maysville 
Middlesboro 
Newport 
Owensboro 
Paducah 
Pikeville 
Princeton 
Richmond 

Maryland : 
Baltimore Ci y 

35 12 counties- 
1 county 
1 county 
3 counties 
1 county 
4 counties 

Michigan: 
Battle Creek 
Detroit 
Flint 
Grand Rapids 
Hamtramck 
Highland Park 
Lapeer 
Pontiac 
Saginaw 
St. ~ohnsl' 

Missouri: 
Kansas City 
St. Louis 

New York: 
New York City 

Ohio: - 
Akron 
Canton 
Cincinnati 
Cleveland 
Cleveland Heights 
Columbus 
Dayton 
Euclid 
Hami 1 ton 

See footnotes at the c 

(Dollar amounts in thousands) 

Rate 
January 1, 1968 

(percent) 

% of State Tax 
50% 
2 0% 
2 5% 
30% 
3 5% 
45% 
50% 

Municipal tax collections, 1965-66 
(Cities with o. 
Total 
tax 

collections 

XXX 

XXX 

XXX 

2,831 
XXX 

XXX 

XXX 

XXX 

6,993 
26,882 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

144.451 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

158,246 
16,465 
8,312 
XXX 

XXX 

XXX 

5,668 
5,572 
XXX 

I of table. 

r 50,000 1 
Incomt 

Amount 

$2,139 

XXX 

XXX 

XXX 

792 
XXX 

XXX 

XXX 

XXX 

3,596 
13,912 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

2 / - 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

45,176 
2,292 
2 / - 

XXX 

XXX 

XXX 

2 / - 
904 

XXX 

10,157 
27,265 

2 / - 

9,936 
4,015 
17,313 

2 / - 
2 1 

15,720 
11,689 

2 / 
l,Z41 

Iulation in 1960) 
ax collections 

As a percent of 
total collections 

53.4 

XXX 

XXX 

XXX 

28.0 
XXX 

XXX 

XXX 

XXX 

51.4 
51.8 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

21 
XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

XXX 

28.5 
13.9 
2 / - 

XXX 

XXX 

XXX 

2 / 
1:. 2 
XXX 

24.1 
33.8 

2 / - 

53.7 
74.7 
39.3 
2 / - 
2 / 
777.7 
54.5 
2 / 
52.9 



TABLE 14. --LOCAL INCOME TAXES, RATES AND COLLECTIONS 

(Dollar amounts in thousands) 

State and local government 

Ohio: (Cont'd) - 
Lakewood 
Lima 
Lorain 
Parma 
Springfield 
Toledo 
Warren 
Youngstown 
143 f ities and villages 
(with less than 
50,000 population) 

Pennsylvania: 
Cities, 50,000 1 
population and over-- 
Abington Township 
Allentown 
A1 t oona 
Bethlehem 
Chester 
Erie 
Harrisburg 
Johnstown 
Lancaster 
Penn Xi11 Township 
Philadelphia 
Pittsburgh 
Scranton 
Wilkes Barre 
York 
Approx. 3,000 other 
local jurisdictions 
(including over 1,00 
school districts) 

Rate 
January 1, 1968 

(percent) 

(Cities with 
Total 
tax 

collections 

$2,866 
1,779 
2,423 
3,202 
3,669 
18,763 
3,164 
8,354 
XXX 

Municipal tax collections, 1965-66 
over 50,000 p o ~  

11,969 
5,140 
2,320 
3,810 
2,229 
6,679 
3,884 
2,211 
2,117 
1,533 

217,919 
50,130 
4,555 
2,426 
1,971 

XXX 

I Income 

Amount 

ta 

2 I 
$l,l;is 

2 / - 
2 1 

2,480 
10,735 
2,024 
4,590 
XXX 

2 / 
1,170 
494 
979 
2 / 

I, 162 
2 / 
403 
528 
608 

90,867 
10,273 

690 
2 / 
162 

XXX 

ulation in 1960) 
LX collections 

As a percent of 
total collections 

2 / 
63.2 
2 / - 
2 / 
67.6 
57.2 
64.0 
54.9 
XXX 

XXX 

Note: Excludes Washington, D. C. which has a graduated net income tax that is more closely akin to a 
State tax than to the municipal income taxes (see table 10). 

Signifies cities under 50,000 population. 

A taxpayer subject to the 1.25 percent tax imposed by the City of Louisville may credit this tax 
against the 1.75 percent levied by Jefferson County. 

Tax went into effect after reporting period. 
Excludes Montgomery County, which levied a tax at the rate of 20 percent for calendar year 1967. 

As of January 1, 1968, the County Council had not set a rate for 1968. 
Under the Michigan "Uniform City Income Tax Act," the prescribed rates are 1.0 percent for 

residents and 0.5 percent for nonresidents. A resident is allowed credit for taxes paid 
to another city as a nonresident. 

St.3ohns adopted the uniform income tax ordinance on November 7, 1967. Petitions for 
referendum have been filed and an election will be held on February 20, 1968. 

New York City residents' rate ranges from 0.4 percent on taxable income of less than $1,000 to 
2.0 percent on taxable income in excess of $30,000. An earnings tax of 0.25 percent of wages 
or 3/8 of 1 percent on net earnings from self-employment, not to exceed that which would'be 
due if taxpayer were a resident, is levied against nonresidents. 

The school district rate is the same as the municipal rate. 
The school district rate is 0.5 percent. 
There is no school district income tax. 
The school district rate is 1.0 percent. 
Combined city and school district rate may not exceed 2.0 percent. 



TABLE 15. --STATE USE OF PERSONAL INCOME TAX CREDITS OR CASH REBATES TO MINIMIZE OR OFFEST 

State 

Colorado 

Hawaii 

Indiana 

I 

f 
I Iowa 

Massachusetts 

Minnesota 

See fc 

Type of 
credit 

For sales tax 
paid on food 

For consumer- 
type taxes 

For sales tax 
paid on food 

For sales 
taxes paid 

For consumer- 
type taxes 

For senior 
citizen home- 
stead relief 

For cax relief 
for senior 
citizen renters 

mtes at the end 

Year 
adopted 

1965 

1965 

1963 

1967 

1966 

19672' 

1967u 

table. 

THE REGRESSIVITY OF SALES AND PROPERTY TAXES l-/ 

Amount 
of credit 

$7 per personal 
exemption (exclu- 
sive of age and 
blindness) 

Varies, based on 
income 21 

$8 per personal 
exemption (exclu- 
sive of age and 
blindness) 

Varies, based on 
income 21 

$4 for taxpayer, 
$4 for spouse, if 
any, and $8 for 
each qualified 
dependent 41 

Varies with in- 
come from 75% to 
10% of property 
tax or equivalent 
rent not to 
exceed $300 

3.75% of the 
total amount 
paid by claimant 
as rent, not to 
exceed $45L/ 

Law 

Chap. 138, Art. 1, (secs. 
138-1-18 & 138-1-19 added 
by H. B. 1119, laws 1965, 
effective 6/1/65) 

Chap. 121 (Secs. 121-12-1 
& 121-12-2 added by Act 
155 laws 1965) 

Chap. 50 (Chap. 30, Sec. 
6d added by H. B. 1226, 
laws 1963, 1st sp. sess., 
effective 4/20/63) 

Ch. 422 (sec. 18 added 
by H.B. 702, laws 1967) 

Chap. 62 (Sec. 6b added 
by ch. 14, Acts 1966) 

Chap. 32 (H.B. 27) 
Article VI 

Chap. 32 (H.B. 27) 
Article XVII 

Administrative procedure 

Credit to be claimed on income tax returns. For 
resident individuals without taxable income a refund 
will be granted on such forms or returns for refund 
as prescribed by the Director of Revenue. 

The Director of Taxation shall prepare and prescribe 
the appropriate form or forms to be used by taxpayers 
in filing claims for tax credits. The form shall be 
made an integral part of the individual net income tax 
return. In the event the sales tax credits exceed the 
amount of the income tax payments due, the excess of 
credits over payments due shall be refunded to the 
taxpayer. 

Credit to be claimed on income tax returns. If an 
individual is not otherwise required to file a return, 
he may obtain a refund by filing a return, completing 
such return insofar as may be applicable, and claiming 
such refund. 
Tax credit or refund to be claimed on income tax return. 
If an individual is not otherwise required to file a 
return, he may obtain a refund by furnishing the Depart- 
ment of Revenue with proof of his taxable income and the 
number of his personal exemptions. 

Same as Indiana. 

Tax credit or refund to be claimed on income tax 
return. Department of Taxation shall make available 
a separate schedule for information necessary to admin- 
istration of this section and the schedule shall be 
attached and filed with the income tax return. Cash 
refund granted if property tax credit exceeds State 
personal income tax liability. 

Same as above. 



TABLE15.--STATE USE OF PERSONAL INCOME TAX CREDITS OR CASH REBATES TO MINIMIZE OR OFFSET 

State 

- - 

Nebraska 

Wisconsin 

Type of 
credit 

For sales 
tax paid 
on food 

For senior 
citizen 
homestead 
tax relief 

THE REGRESSIVITY OF SALES AND PROPERTY TAXES 11 (Concl'd) 

Year 
adopted 

81 1967- 

1963 

Amount 
of credit 

$7 per personal 
exemption (exclu- 
sive of age and 
blindness) 

Varies, based on 
income and amount 
of property tax 
rental payment 

Law 

H. B. 377, laws 1967 

Chap. 71 (Sec. 7109 
(7) added by ch. 566 
(A.B. 301) eff. 
6110164. Ch. 580 (A.B. 
907) repealed & re- 
created Sec. 71. 09(7) 
effective Dec. 19, 1964 

Administrative procedure 

Credit to be claimed on income tax returns. Refund 
will be allowed to the extent that credit exceeds 
income tax payable but no refund will be made for 
less than $2. 

Tax credit or refund to be claimed on income tax 
return. The Department of Taxation shall make avail- 
able a separate schedule which shall call for the 
information necessary to administering this section 
and such schedule shall be attached to and filed with 
the Wisconsin income tax form. Cash refund granted 
if property tax credit exceeds State personal income 
tax due. 

If a taxpayer has no State personal income tax liability or a tax liability insufficient to absorb the entire credit (a negative tax credit 
situation) he is entitled to the appropriate cash refund. If the taxpayer's State personal liability is equal to or greater than the tax 
credit, his personal income tax liability is reduced by the amount of the credit ( a positive tax credit situation). 

The credits for consumer-type taxes are based on "modified adjusted gross income" (regular taxable income plus exempt income such as social 
security benefits, life insurance proceeds, etc.) and range from $20 per qualified exemption for taxpayers having a modified adjusted gross 
income of less than $1,000 to $1 per exemption where such income is between $5,000 and $6,999. 

Ranges from $12 per qualified exemption for taxpayers having taxable income under $1,000 to $0 where such income is over $7,000. 

Credits are only allowed if total taxable income of taxpayer and spouse, if any, does not exceed $5,000 for the taxable year. 

Applicable to property taxes accrued in 1967 and aubsequent years. Credit may be claimed on 1967 income tax return and thereafter. 

Applicable to rent paid in 1968 and thereafter. Credit may be claimed on 1968 income tax return and thereafter. 

Elderly may choose this relief or senior citizen relief but not both. 

Applicable to taxes due on 1968 income and thereafter. 



TABLE 16.--STATE CORPORATION INCOME TAX RATES, JANUARY 1, 1968 

State 

Alabama 
Alaska 

2 I Arizona- 

Arkansas 

California 
Colorado 

2 1 Connecticut- 

Delaware 
Georgia 
~awaiiL/ 

Idaho 
Indiana 
Iowa 

Kansas 
Kentucky 

Louisiana 

Maryland 

Michigan 

Minnesota 

Mississippi 

Rate (percent) 

.................... 5 ...... First $25,000. 5.4 
Over $25,000........ 9.36 
First $1,000 ........ 2 ....... $1,001-$2,000 3 ....... $2,001-$3,000 4 ....... $3,001-$4,000 5 
$4,001-$5,000 ....... 6 ....... $5,001-$6,000 7 
Over $6,000... ...... 8 
First $3,000 ........ 1 
$3,001-$6,000 ....... 2 ...... $6,001-$11,000 3 ..... $11,001-$25,000 4 ........ Over $25,000 5 .................... 7 .................... 5 .................... 5.25 

.................... 5 
First $25,000 ....... 5.85 
Over $25,000.. ...... 6.435 
.................... 6 .................... 2 ....... First $25,000 4 
$25,001 - $100,000.. 6 
Over $100,000...... . 8 ..................... 4 ....... First $25,000 5 
Over $25,000. ....... 7 

First $5,000. ....... 2 ........ Over $5,000 3 

Related provisions 

Financial institutions, 6%. 

Financial institutions, 5%. 

Minimum tax: $100. 
Banks and financial institutions, 6%. 
If tax yield is greater, 2 5/8 mills 
per dollar of capital employed in 
Connecticut. Minimum tax: $30. 

Capital gains entitled to alternative 
tax treatment are taxed at 3.08 %. 
Financial institutions, 11.7%. 
A $10 filing fee is imposed. 

Banks, trust companies and building and 
loan associations, 5%. 

A specific exemption of $3,000, pro- 
rated according to the proportion of 
total net income taxable in Louisiana, 
is allowed against net income. 
Domestic corporations are allowed 
credit for franchise taxes in excess 
of $25. 
Plus $6.15 per $1,000 upon the value of 
its tangible property not subject to 
local taxation and situated in Mass- 
achusetts on the last day of the tax- 
able year if a tangible property corpo- 
ration (or its net worth allocable to 
Massachusetts if an intangible property 
corporation). Minimum tax $100. Domes- 
tic corporations pay a tax of 113 of 
1% of the value of their interest in 
ships in interstate or foreign commerce, 
which value is deducted from the corporate 
excess. 

Financial institutions, 7%. 

A credit of $500, deductible from net 
income, is allowed each corporation. 
Minimum tax: $10. Banks, 13.64%. 

See footnotes-at the end of table. 



TABLE 16.--STATE CORPORATION INCOME TAX RATES, JANUARY 1, 1968 (Cont'd) 

State 

Missouri 
Montana 2 / Nebraska- 

New Jersey 

New ~exico~' 
New York 

North Carolina 
North Dakota 

OklahomaL1 
Oregon 

2 / Pennsylvania- 
Rhode Island 

South Carolina 

South DakfFa 
Tennessee- 
Utah 

See footnc 

Rate (percent) 

.................... 3 
5.5 percent plus tax of 
mill per $1 of allo- 

cated subsidiary capital. 

.................... 6 ....... First $3,000. 3 ....... $3,001-$8,000 4 ...... $8,001-$15,000 5 ...... Over $15,000.. 6 

,s at the end of table. 

Related provisions 

Banks and financial institutions, 7%. 
Minimum tax: $10. 
The tax rate is 20% of the rate appli- 
cable to individuals. The rate for 
individuals for 1968 is 10% and is set 
as a flat percentage by the State Board 
of Equalization and Assessment on or 
before November 15 annually for the 
taxable year beginning during the sub- 
sequent calendar year. 

All corporations pay additional tax on 
net worth. 

Corporations are subject to the 5% 
percent tax on net income or a tax 
on 3 alternative bases, whichever is 
greatest. The alternative taxes are: 
(1) 1 mill on each dollar of business 
and investment capital; or (2) 54 per- 
cent of 30 percent of net income plus 
compensation paid to officers and 
holders of more than 5 percent of 
capital stock, less $15,000 and any 
net loss; or (3) $25, whichever is 
greatest; plus the tax on allocated 
subsidiary capital. Banks and finan- 
cial institutions, 4.5%. 

Banks and financial institutions, 4.5%. 
Banks and trust companies, 5%. Minimum 
tax, $50. 

Banks 4%. 
Manufacturers may claim an offset of up 
to one-third of the tax for Oregon 
personal property taxes paid on raw 
materials, goods in process, and finished 
products. Minimum tax: $10. Banks, 
national banking associations, financial 
institutions, and production credit 
associations, 8%. 

Alternative tax: 40 cents per $100 on 
corporate excess, if tax yield is 
greater. Banks and financial institu- 
tions, 6% or $2.50 per $10,000, if tax 
yield is greater. Manufacturers pay 
10% surtax. 

Banks, 4.5%, savings and loan associ- 
ations, 8%. 

Corporations are subject to 6 percent 
tax or a tax of 1/20 of 1 percent of 
the value of tangible property within 
the State, whichever is greater. Mini- 
mum tax: $10. 



TABLE 16. --STATE CORPORATION INCOME TAX RATES, JANUARY 1, 1968 (Concl'd) 

State 

2 / Vermont- 

Virginia 
West VirgJpia 
Wisconsin- 

Dist. of Col. 

Rate (percent) 

.................... 5 .................... 6 ..... First $1,000... 2 ..... $1,001-$2,000.. 2.5 
$2,001-$3,000 ....... 3 .. $3,001-$4,000..... 4 .... $4,001-$5,000... 5 
$5,001-$6,000....... 6 
Over $6,000 ......... 7 

Federal 

t:;b;:$c- 
Related provisions 

Subject to reduction if there is 
sufficient surplus in general fund. 
Minimum tax: $25. 

Banks and trust companies, 4%; 
building and loan associations, 2%. 

Denotes "yes"; 
Denotes "no." 

In general, each State which permits the deduction of Federal income taxes limits such deduction 
to taxes paid on that part of income subject to its own income tax. 

Allows deduction of State corporation income tax itself in computing State tax liability. 

Limited to 50% of Federal income taxes paid or accrued during the taxable year. 

The rate shown is for business or manufacturing corporations (utility corporations, 5%). Domestic 
and foreign security corporations (other than regulated investment or bank holding companies, 
which are taxed at the rate of of 1% of gross income or $100, whichever is greater) 1% of gross 
income or $100, whichever is greater. Domestic and foreign corporations engaged in interstate 
commerce and not subject to the corporation excise (income) tax, 3.075% on that portion of their 
net income derived from business carried on in the State. 

Increased to 7.5% beginning January 1, 1969. 

Tax at 4.5% ($24 minimum) applicable to banks and financial institutions only. 

Limited to 10% of net income before Federal tax. 



TABLE 17.--TYPES OF STATE DEATH TAXES, JANUARY 1, 1968 

Type of  t a x  

"Pickup" t a x  only. . . . . . . . . . . . . . . . . . . . . . . . . .  (4 )  

E s t a t e  t a x  only. . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3 )  

.............. E s t a t e  t a x  and "pickup" t a x . .  (4 )  

I n h e r i t a n c e  t a x  only...................... (2 )  

I n h e r i t a n c e  t a x  and "pickup'r  t a x . . . . . . . . . . . ( 3 5 )  

E s t a t e  t a x  and i n h e r i t a n c e  t ax . . . . . . . . . . . . .  (1 )  

I n h e r i t a n c e ,  e s t a t e  and "pickup" t a x e s . . . . .  ( 1 )  

NO tax.....................,,.,,,,,,,......... (1)  

S t a t e  

Alabama, Arkansas ,  F l o r i d a ,  Georg ia .  

M i s s i s s i p p i ,  Nor th  Dakota,  Utah.  

A r i z o n a ,  New York, ~klahoma,L/S.  C a r o l i n a .  

Sou th  Dakota,  West V i r g i n i a .  

A l a s k a ,  California,LIColorado,l./Connecticut, 
Delaware,  D i s t r i c t  of  Columbia,  Hawai i ,  
I d a h o ,  I l l i n o i s ,  I n d i y a , , I o w a ,  Kansas,  
Kentucky,  L o u i s i a n a , -  M a n e ,  Mary land ,  
M a s s a c h u s e t t s ,  Mich igan ,  M i n n e s o t a , l / M i s s o u r i ,  
Montana, Nebraska,  New Hampshire, New J e r s e y ,  
New Mexico, North a r o l i n a , l / o h i o  ,L1pennsyl- 
v a n i a ,  Tennfgsee,-  1 4 ~ e x a I r  Vermont, v i r g i n i a , u  
Washington,-  W ~ s c o n s i n , -  Wyoming. 

Rhode 1sland.L'  

Nevada. 

11 Also  h a s  g i f t  t a x  ( 1 2 ) .  - 
2 /  A new e s t a t e  t a x  b e g i n n i n g  J u l y  1, 1968 w i l l  r e p l a c e  t h e  S t a t e ' s  i n h e r i t a n c e  t a x .  - 

1/ 
TABLE 18.--STATE ESTATE TAX RATES AND EXEMPTIONS, JANUARY 1, 1968- 

S t a t e  I R a t e s  

.................. Alabama 
~ r i z o n a Z - I .  ................ 
Arkansas.. . . . . . . . . . . . . . . . .  
F lo r ida . . . . . . . . . . . . . . . . . . .  

Georgia . . . . . . . . . . . . . . . . . . .  ............... Mississi?$i 
New York- ................ 
Nor th  Dakota.. . . . . . . . . . . . .  

~ h i o i f . . ~ ~ .  ............... 
Oklahoma-................. 
Oregon... . . . . . . . . . . . . . . . . . .  ............ Rhode ~ s l a n d L !  
South  C a r o l i n a . . . . . . . . . . . .  
Utah. . . . . . . . . . . . . . . . . . . . . .  

80 p e r c e n t  of  1926 F e d e r a l  r a t e s  
4 / 5  of  1-16 percen t . . . . . , . . . . . . .  
8 0  p e r c e n t  o f  1926 F e d e r a l  r a t e s  
8 0  p e r c e n t  o f  1926 F e d e r a l  r a t e s  

8 0  p e r c e n t  of 1926 F e d e r a l  r a t e s  
8 0  p e r c e n t  of  1926 F e d e r a l  r a t e s  
2-21 percent . . . . . . . . . . . . . . . . . . . .  
2-23 percen t . . . . . . . . . . . . . . . . . . . .  

2-7 pe rcen t . . . . . . . . . . . . . . . . . . . . .  
1-10 percent.................... 
1-10 percent . . . . . . . . . . . . . . . . . . . .  
1 p e r c e n t  ...................... 
4-6 percen t . . . . . . . . . . . . . . . . . . . . .  
3-10 percen t . . . . . . . . . . . . . . . . . . . .  

Maximum 
r a t e  a p p l i e s  

above 
Exempt i o n  

1/ Exc ludes  S t a t e s  shown i n  t a b l e  l g  which ,  i n  a d d i t i o n  t o  t h e i r  i n h e r i t a n c e  t a x e s  l e v y  a n  - 
e s t a t e  t a x  t o  a s s u r e  f u l l  a b s o r p t i o n  of t h e  8 0 - p e r c e n t  F e d e r a l  c r e d i t .  

21  An a d d i t i o n a l  e s t a t e  t a x  i s  imposed t o  a s s u r e  f u l l  a b s o r p t i o n  o f  t h e  8 0 - p e r c e n t  F e d e r a l  c r e d i t .  - 
3 /  $20,000 of t r a n s f e r s  t o  spouse  and $5,000 t o  e a c h  l i n e a l  a s c e n d a n t  and descendan t  and t o  o t h e r  - 

s p e c i f i e d  r e l a t i v e s  a r e  exempt and d e d u c t i b l e  from f i r s t  b r a c k e t .  
4 1  Exemption f o r  spouse  i s  $20,000 o r  50 p e r c e n t  of  a d j u s t e d  g r o s s  e s t a t e ,  f o r  minor  c h i l d ,  - 

$5,000,  f o r  l i n e a l  a n c e s t o r  o r  d e s c e n d a n t s ,  $2,000.  
5 /  To r e p l a c e  i n h e r i t a n c e  t a x ,  e f f e c t i v e  J u l y  1, 1968. - 
61 An a d d i t i o n a l  $20,000 f o r  s p o u s e ,  $7,000 f o r  minor  c h i l d ,  and $3,000 f o r  a d u l t  c h i l d .  - 
71 E n t i r e  e s t a t e  above exemption.  - 
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TABLE 19.--STATE INHERITANCE TAX RATES AND EXEMPTIONS, FOR SELECTED CATEGORIES OF HEIRS, 
JANUARY 1, 1968 (Cont'd) 

11 
State-  

Exemptions Rate (percent )  I n  c a s e  of  spouse 

Other 
than 

r e l a t i v e  

50G1 
5 0 d 1  
.... 
None .... 
None .... 
500 
None 

1,000 

.... 
100 

231 1 , O O F  
500 
.... 
None 

1,000 
None 
None 
100 
None 

Other 
t h a n  

r e l a t i v e  

Spouse 
)r minor 

c h i l d  

1-16 
1 .... 

1-12 .... 
1-5 .... 
1-10 

6 
2-9 

.... 
1-4 

1.4-9.5 
1-6 
.... 
2-6 
1-5 
1-10 
3-13 
2-10 

2 

Widow Minor Adult 
Chi ld  c h i l d  

Bro ther  
o r  s i s t e r  

5 0 0 2 ~  
1 0 , o o ~ '  .... 
None .... 
1,000 .... 
1,000 
None 
5,000 

.... 
50023 

1,000-' 
10,000 .... 
15,000 
2,000 
1, o o d l  
None 

500 
10,000 

Adu 1 t 
c h i l d  

1-16 
1 . . *. 

1-12 .... 
2-5 .... 
1-10 

6 
2-9 

.... 
1-4 

Brother 
o r  s i s t e r  

f i r s t  
b racke t  

$10,000 
111 - .... 

10,000 
.*.. 

25,000 .... 
10,000 

111 
2 5,000 

.... 
15,000 
25,000 
50,000 .... 
25,000 
50,000 
25,000 
50,000 
25,000 

111 - 

which 
t o p  r a t e  

a p p l i e s  

New J e r s e y  
New Mexic 41 

29- New York- 
North ~ a r o l i n a u '  
North ~ a k o t a g !  

$5,00018, 
1 0 , O O ~  .... 
10,000 .... 
10,000 .... 
None 
1,000 

10,000 

.... 
15,00023 
10,000--' 
25,000 .... 
15,000 

5,00024 
5 , 0 0 0 -  

15,000 
15,000 
10,000 

~ c e d  bv e: 

O h i a l +  
Oklaho 21 Y87 G:;k Oregon- 
Pennsylvania 

31201 Rhode Island- - 

.... .... 
Nonez2, None 22 1 
None- None- 

10,000 10,000 

south carolinaL1 
South Dak a 3'* 95 - Tenne3$egj? 
Texas- 

, ~ t a h - ? - l  

~ermontq '  
v i r g i n i a 2 /  
~ a s h i n ~ t o n x '  k' 
West ~ i r ~ f ~ i ~ # ' i  
Wisconsin- - 
Wyoming 

I 

Ohio i n h e r i t a n c e  t a x  replz 5 t  :' J u l y  1, 196'8 i e  18, foo tnote  5. 
A l l  S t a t e s ,  except those designated by a s t e r i s k  (*), impose a l s o  an e s t a t e  t a x  t o  a s s u r e  f u l l  absorp t ion  of t h e  80 percent  Federa l  c r e d i t .  

I 
a t e  tax .  e f f e c t i v e  . See t a b  

Imposes only e s t a t e  tax. See t a b l e  18. 

Exemptions a r e  deduct ib le  from t h e  f i r s t  bracket .  

Community property passing t o  t h e  s u r v i v i n g  spouse i s  exempt, o r  on ly  one-half i s  t axable .  

No exemption i s  allowed i f  b e n e f i c i a r y ' s  share  exceeds t h e  amount shown i n  t h e  exemption column, but  no t a x  s h a l l  reduce t h e  v a l u e  of t h e  
amounts shown i n  t h e  exemption column. I n  Maryland, i t  i s  t h e  p r a c t i c e  t o  a l low a family al lowance of $450 t o  a widow i f  t h e r e  a r e  i n f a n t  
c h i l d r e n ,  and $225 i f  there  a r e  no i n f a n t  c h i l d r e n ,  a l though t h e r e  is  no provis ion  f o r  such deductions i n  t h e  s t a t u t e .  

(Footnotes continued on t h e  next  page) 



TABLE 19.--STATE INHERITANCE TAX RATES AND EXEMPTIONS, FOR SELECTED CATEGORIES OF HEIRS, 
JANUARY 1, 1968 (Cont'd) 

The exemption shown is the total exemption for all beneficiaries falling into the particular class and is shared by them proportionately. 

An additional 30 percent surtax is imposed. 

Only one $10,000 exemption is allowed for beneficiaries in Class A, which includes minor and adult children. 

Rate shown is for spouse only. A minor child is taxed at the rates applying to an adult child. 

Estates of less than $1,000 after deduction of debts are not taxable. 

Entire share (in excess of allowable exemption). 

Transfers of real property to Class I beneficiaries (all but non-relatives) are taxed at 314 of the indicated tax rates. There is no tax 
on the share of any beneficiary if the value of the share is less than $100. 

Plus an additional $5,000 for every minor child to whom no property is transferred. 

For a widow, an additional exemption is allowed equal to the difference between the maximum deduction for family maintenance ($5,000) and 
the amount of family maintenance actually allowed by the Probate Court. The total possible exemption therefore would be $35,000. If 
there is no surviving widow entitled to the exemption, the aggregate exemption is allowable to the children. 

In addition, an exemption is allowed for the clear market value of one-half of the decedent's estate, or one-third if decedent is survived 
by lineal descendents. 

Or the value of the homestead allowance, whichever is greater. 

No tax imposed. 

The beneficiaries in Class I (spouse, parents, lineal descendents, and adopted children) are allowed one $10,000 exemption for the entire 
class. 

A widow with a child or children under 21 and receiving all or substantially all of her husband's property, shall be allowed, at her option, 
an additional exemption of $5,000 for each such child. The children shall not be allowed the regular $5,000 exemption provided for such 
children. 

Imposes also an estate tax. See table 18. 

Oregon imposes a basic tax, measured by the entire estate in excess of a single exemption ($15,000 prorated among all beneficiaries and 
deductible from the first bracket); and an additional tax, measured by the size of an individual's share for which each beneficiary has 
a specific exemption. All members of Class I (spouse, children, parents, grandparents, stepchildren or lineal descendents) are exempted 
from the additional tax. 

In the absence of a spouse, the children may claim the $1,000 exemption. 

Widows and children are included in Class A, with one $10,000 exemption for the entire class. Beneficiaries not in Class A are allowed 
one $1,000 exemption for the entire class. 





TABLE 20. --STATE GIFT TAX RATES AND EXEMPTIONS, FOR SELECTED CATEGORIES OF DONEES, 
JANUARY 1, 1968 

State 

Colorado?: 

1 1 Louisiana* - 

21 21 Minnesota* - 

North Carolina* 

Oklahoma 
I 

I, Oregon 
V 

Rhode Island 

Tennessee * 
Virginia" 21 

11 21 Washington* - - 
Wisconsin 2' 1' 

Wife 

$5,000 

20,000 

~ O , O O O ~ /  

10,000 

2 5,0004~ 

None 

15,0004~ 

2 5, oook/ 

None 

None 

10,000~~ 
15,000 

Other 
than 

relative 

$300 

500 

4 / 30,000- 

250 

None 

None 

15,00041 

4 / 2 5,000- 

None 

None 

None 
None 

Rates (percent) Donor's lifetime exemption 

in Washington 

Minor 
child 

$12,000 

10,000 

30,000~ 

10,000 

25,0003 

None 

15,000f! 

4 
25,000- 

None 

None 

10,000~ 
2,000 

-- 

-- 

where 

Adu 1 t 
child 

$5,000 

10,000 

30,000~ 

5,000 

25,00d 

None 

15,oooft. 

4 
2 5,000- 

None 

None 

10,000~ 
2,000 

Brother 
or sister 

$2,000 

2,000 

4 1 30,000- 

1,000 

None 

None 

15, 000%~ 

4 1 25,000- 

None 

None 

61 
1,000- 
None 

Spouse 
or minor 
child 

3- 14 

2- 8 

2- 3 

1.5-10 

1-12 

1-10 

1- 10 

2-9 

1.4-9.5 

1- 5 

0.9- 9 
2- 10 

Adu 1 t 
child 

3 4 4  

2-8 

2- 3 

2- 10 

1- 12 

1-10 

1-10 

2-9 

4-9.5 

1- 5 

9 -9 
2- 10 

ley are 

Brother 
Jr siste~ 

6 -20 

3-10 

5- 7 

6- 25 

4- 16 

1- 10 

2- 25 

2- 9 

.5- 20 

2-10 

.7- 18 
4-20 

Other 
than 

relative 

10-24 

7-1 6 

5-10 

8- 30 

8-17 

1-10 

5-30 

2-9 

6.5- 20 

5- 15 

9- 22.5 
8- 40 

Annual exclusion to each donee 

'$3,000 spouse, child. 
$1,500 brother, sister. 
.$1,000 other than relative. 
r$5,000 spouse, child. 
$1,000 brother, sister 

.$ 500 other than relative. 

$3,000. 
$5,000 spouse, child. 
$3,000 brother, sister. 
.$1,000 other than relative. 

$3,000. 5 1 
10,000 spouse, child- 
.$5,000 brothers and sisters, others>/ 
-$5,000 spouse, child 
$2,000 brother, sister. 
,$1,000 other than relative. 
$3,000. 
$1,000. 

-- 
3 percent of inheritance tax rates. 

11 Half of community property transferred to surviving spouse is not taxable. - 
21 Exemptions or exclusions are deductible from the first bracket. - 
31 The following tax credits are allowed: wife, $300; minor child, $75; adult child, $20; brother or sister, $30; other than relative, $20. The - 

tax may not exceed 35 percent of the full value of the gift. 
ftl Only one lifetime exemption for all classes of donees combined. 
51 Only 1 annual exclusion is allowed each class of donee. One class includes spouse, lineal ancestor or descendant; all others are in the other - 

class. Exemptions are deductible from the first bracket. 
61 Only 1 exemption allowed each class of donees. Spouse and lineal ancestors and descendants comprise 1 class; brothers and sisters another; all - 

others, the 3d class. 
71 In addition, an emergency tax is imposed equal to 30 percent of the tax computed at the rates shown. The total tax may not exceed 15 percent - 

of the value of the gift. 



TABLE 21-Deductibility of Federal Estate T a x  for Purposes of State Inheritance and Estate Taxes, 
January 1 ,  1968 

State 
Federal estate 
tax deductible 

Alabama. ......................... 
Alaska. .............. .. ....... .... 
Arizona. .......................... 
Arkansas. ......................... 
California. ........................ 

- 
X - - 
- 

Colorado. ........................ 
Connecticut. ...................... 
Delaware. ........................ 
District of Columbia.. ............. 
Florida. .......................... 

- - - 
X - 

Georgia. .......................... 
Hawaii. .......................... 
Idaho. ........................... 
Illinois. .......................... 
Indiana. .......................... 

- - 
X 
X - 

Iowa. ................... .. ...... 
Kansas. ............ .. ........... 
Kentucky. ............ .... ....... 
Louisiana. ........................ 
Maine. ........................... 

X 
X 
X - 
X 

Maryland. ........................ 
Massachusetts. .................... 
Michigan. ........................ 
Minnesota. ....................... 
Mississippi. ....................... 

Missouri. ........................ X ........................ Montana X ...... .............. Nebraska. .. 
Nevada. ......................... 
New Hampshire. ................. 

State 

X 
X - 
X - 

New Jersey.. ..................... - 
New Mexico.. .................... - 
New York.. ...................... - .................. North Carolina. - .................... North Dakota X 

Federal estate 
tax deductible 

Ohio. ........................... X 
Oklahoma. ...................... - 
Oregon. ......................... - .................... Pennsylvania. - 
Rhode Island.. ................... - 

.................. South Carolina. X .................. South Dakota.. - 
Tennessee. ...................... - 
Texas - ...... . . . . . . . . . . . . . . . . . . . . .  
Utah. . . . . . . . . . . . . . .  .: ........... - 

........................ Vermont. X ........................ Virginia. X ..................... Washington. - 
West Virginia.. .................. X 
Wisconsin. ...................... X 
Wyoming. ....................... X 

X denotes "yes"; - denotes "no." 
1 No tax imposed. 
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TABLE 23.--STATE CIGAR TAX FATES, JANUARY 1, 1968 

S t a t e  

Alabama.. . . . . . . . . . . . . . . . . . . . . . 

Arizona..  . . . . . . . . . . . . . . . . . . . . . 
Georgia.. . . , . . . . . . . . . . . . . . . . . . 

H a w a i i . . . . . . . . . . . . . . . . . . . . . . . .  
I o w a . . . . . . . . . . . . . . . . . . . . . . . . . .  
Louisiana. . . . . . . . . . . . . . . ... . . 

Minnesota . . . . . . . . . . . . . . . . . . . . . .  
Miss iss ippi  .................... 

Weighing not more than 3 
pounds per 1,000 

( t a x  per 1,000) 

$2.00.. . . . . . . . . . . , . . . . . . . 

$1.00.. . . . . . . . . . . . . . . . . . . 
$2.00.. . , . . . , . . . . . . . . . . . . 

40 percent of wholesale p r i c e  
10 percent of wholesale p r i c e  
$1.20. . . . . . . . . . . . . . . . . . . . 

10 percent of wholesale p r i c e  
y...................... 

Weighing more than 3 pounds 
per 1,000 

New Hampshire ................. 
North D a k o t a . . . . . . . . . . . . . . . . . .  
Oklahoma. . . . . . . . . . . . . . . . . . . . . . 
South Carol ina. .  . . . . . . . . . . . . . . 
Tennessee. . . . . . . . . . . . . . . .. . . . 

Texas.. . . . . . . . . . . . . . . . . . . . . . . . 
Utah.. ........................ 
Vermont...... ................. 
Washington.. .................. 

IJ The r a t e s  a r e  t h e  same as  

Tax per 
1,000 

$1.50 
3.00 
4.50 
7.50 

15.00 
20.25 
3.33 1/3 

10.00 
1.50 
3.00 
4.00 
7.50 

15.00 
20.00 

Intended r e t a i l  p r i c e  
(cen t s )  

2J Cigars with subs tan t i a l ly  no non-tobacco ingredients  and with  a factory l i s t  
p r i c e  of l e s s  than $170 per thousand; otherwise, $15.00 per thousand. 

Over 

, . . .  

3 1/3 
5 
8 

10 
20 .... 

5 .... 
3 1/3 
5 
8 

10 

I 

Not over 

3 113 
5 
8 

10 
20 
. . . .  
5 .... 
3 113 
5 
8 

10 
20 

20 I .... 

5 
8 

1 5  
20 

9.00 
18.00 
25.20 

40 percent of wholesale p r i c e  
10 percent of wholesale p r i c e  

8 
10 

. . . . 5 

10 
20 

3.20 
8 

15 
20 .... 

20 . . . . 
30 percent of r e t a i l  p r i c e  30 percent of r e t a i l  p r i ce  
11 percent of wholesale p r i c  11 percent of wholesale p r i c e  

4.80 
8.00 

32.00 
40.00 

p r i c e  
1.e0 
3.60 
5.40 

10 percent of wholesale 
. . . , 3 1/3 

$4.00. . . . . . . . . . . . . . . . . . . . . . . . 

3 113 
5 

3 113 .... 
5 . . . .  
3 1/3 
5 
9 

10 
20 . . . . 
3 1/3 .... 

$1.00.. . . . . . . . . . . . . . . . . . . 
$1.00.. . . . . . . . . . . . . . . . . . . 

$1.00.. . . . . . . . . . . . . . . . . . . 

5 
8 

20.00 
20.00 

1.00 
10.00 

1.00 
2.00 
3.00 
5.00 

10.50 
13.50 
7.50 

12.00 gl 

3 1/3 . . . . 
5 

. . . .  
3 1/3 
5 
9 

10 
20 
. . . . 
3 1/3 

25 percent of mf r ' s  p r i ce .  
20 percent of wholesale p r i ce  
30 percent of wholesale p r i c e  

25 percent of manufacturer 's p r i c e  
20 percent of wholesale p r i c e  
30 percent of wholesale p r i c e  

I I 

those shown f o r  large c iga r s .  



TABLE 24.--STATE TAX RATES ON SMOKING AND CHEWING TOBACCO AND SNUFF, JANUARY 1, 1968 

State  

............. Alabama. 

Arizona .............. 
............ Hawaii... 

Iowa ................. 
.......... Louisiana.. 

Minnesota............ 

Mississippi 

m 
IU 

....... I New Hampshire. 

North Dakota......... 

Oklahoma............. 

South Carolina....... 

Tennessee........ .... 
Texas............. ... 
Utah... .............. 
Vermont..... ......... 
Washington. .......... 

Smoking tobacco 

Ranges from 2q? f o r  1 118 oz. or l ess  
t o  114 for  3 t o  4 oz., plus 36 
per oz. or f rac t ion  above 4 oz. 

16 per oz. or major f rac t ion  ..... 
.... 40 percent of wholesale pr ice.  

..... 10 percent of wholesale p r ice  

Ranges from: 16 per package 
re ta i l ing  f o r  56 or l e s s  t o  46 per 
package r e t a i l i n g  a t  136 through 
156, plus 1 l/3# f o r  each 56 or 
f ract ion of r e t a i l  p r ice  over 156. 

... 10 percent of wholesale pr ice. .  

1 1/86 per 56 or Fraction of r e t a i l  
price. 

....... 30 percent of r e t a i l  price..  

...... 11 percent of wholesale p r ice  

... 25 percent of factory l i s t  p r ice  

16 per package r e t a i l i n g  f o r  56 or 
l ess ,  plus 16 f o r  each addi t ional  .. 56 or fract ion of r e t a i l  pr ice. .  

6 percent of wholesale cost  price..  

... 25 percent of factory l i s t  p r ice  

25 percent of manufacturer's pr ice.  

...... 20 percent of wholesale p r ice  

...... 30 percent of wholesale p r ice  

Chewing tobacco 

.................. 3/46 oz. or f ract ion. .  

1/46 per oz. o r  major fract ion. .  ........ 
40 percent of wholesale p r ice  ........... 
10 percent of wholesale p r ice  ........... 
........................................ 

10 percent of wholesale p r ice  ........... 
9/164 f o r  each 56 or f rac t ion  of 
r e t a i l  pr ice.  

30 percent of r e t a i l  p r ice  .............. 
11 percent of wholesale p r ice  ........... 
20 percent of factory l i s t  pr ice.  ....... 
16 per 3 oz. o r  f ract ion. . .  ............. 

6 percent of wholesale cost  p r ice  ....... 
25 percent of factory l i s t  p r ice  ........ 

...... 25 percent of manufacturer's p r ice  

20 percent of wholesale pr ice.  .......... 
30 percent of wholesale p r ice  ........... 

Snuff 

Ranges from: 1/26 f o r  518 oz. or l ess  
t o  46 for  5 t o  6 oz. plus 16 per ounce 
or  f rac t ion  above 6 oz. 

16 per ounce or major fract ion.  

.......... 40 percent of wholesale p r ice  

.......... 10 percent of wholesale p r ice  

10 percent of wholesale p r ice  .......... 
91166 f o r  each 595 or f rac t ion  of 
r e t a i l  pr ice.  

30 percent of r e t a i l  p r ice  ............. 
11 percent of wholesale p r ice  .......... 
....................................... 
16 per 3 oz. or fraction.. . . . . .  ........ 

6 percent of wholesale cost  p r ice  ...... 
....................................... 

..... 25 percent of manufacturer's p r ice  

.......... 20 percent of wholesale p r ice  

.......... 30 percent of wholesale p r ice  
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TABLE 23.--STATE AND LOCAL AUTOMOTIVE TAXES, BY TYPE AND BY STATE, JANUARY 1, 1968 ( ~ o n c l ' d )  

S t a t e  
t'. 

............. New Jersey. . .  
New Mexico.... ............ 

............ New York...... 
North Carolina.. .......... 
North Dakota .............. 
Ohio ...................... 

................. Oklahoma. 
Oregon .................... 
Pennsylvania .............. 

............ Rhode Is land. .  

........ South Carolina. . . .  
............. South Dakota. 

................. Tennessee 
..................... rn Texas 

c u t a h  ...................... 
I 

.................. Vermont. 
Virginia. ................. 
Washington ................ 
West Virginia ............. 

................. Wisconsin 
Wyoming ................... 

Motor f u e l s  I Motor vehic le  
I r e g i s t r a t i o n  & 

Highway-user taxes  

S t a t e  

X 

y 
X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

S t a t e  
spec i a l  
t axes  on 
motor 

c a r r i e r s q  

Property and sa l e s  taxes  appl icable  t o  
motor vehic les  

Propert 

General 

taxes  

Special 
g 

Sales taxes  

General Selec t ive  

A dash (-) s ign i f i e s  "none." I/ Weight-distance, passenger-mile, and gross r ece ip t s  taxes  on motor ca r r i e r s .  F l a t - r a t e  r e g i s t r a t i o n  f ee s  on vehic les  
owned by motor ca r r i e r s  (based on weight o r  horsepower) and f e e s  f o r  c e r t i f i c a t e s  of convenience and necess i ty  o r  p ~ r m i t s  t o  operate a r e  imposed by a l l  
S ta tes .  1/ Ad valorem taxes imposed a t  a uniform statewide r a t e .  Except i n  Cal i fornia ,  Kentucky, Nevada, and Washington, these  taxes  a r e  l o c a l l y  
administered; and, except i n  Kentucky, t h e  proceeds a r e  shared with l o c a l  governments. 2/ I n  a few counties t h e r e  a r e  overlapping county and municipal 
gasoline taxes.  Imposed by both S t a t e  and l o c a l  governments. 5J Taxable a l s o  under S t a t e  o r  l oca l  genera l  s a l e s  taxes .  6 Local genera l  s a l e s  t a x  
only. I/ City motor vehicle l ev i e s  of e i t h e r  $5 or $10 per vehic le  a r e  authorized,  subjec t  t o  voter  approval. Effec t ive  b / 2 9 d .  Municipali t ies 
(but no other l oca l  governments) can subjec t  motor vehic les  t o  genera l  property taxat ion .  $ Local gasoline taxes  require  two-thirds voter  approval. 
To date,  no c i t y  has submitted a proposed t a x  f o r  voter  approval. l0 /  Counties a r e  authorized (erl 'ective 12/12/67) t o  levy annual l i s cense  taxes  a t  
the  r a t e  of $5 on each motor vehicle r eg i s t e r ed  i n  t h e  county. ~ f t z  June 30, 1968, municipal corporations may levy such a t a x  i f  t h e  county has not done 
so.  Annual f l a t  r a t e  municipal motor vehic le  r e g i s t r a t i o n  f e e  (not i n  excess of 50% of S t a t e  r e g i s t r a t i o n  f e e )  a u t h o r i ~ e d ,  e f f ec t ive  1/1/68. 



TABLE 26 . --STATE GASOLDE TAX RATES, JANUARY 1, 1 9 6 d  

Hawaii 1/ 
Kansas 
Missouri 
Texas 

Total  4 

Colorado 
I l l i n o i s  
Indiana 
Nevada 
N. Je rse  3: N. York -/ 
N. Dakota 
S. Dakota3 
Utah 
Wyoming i/ 

(per gallon) 

2eorgia 
Massachusetts 
Montana 
Dklahoma- 

(6.581) 
Vermont IJ 

Alabama 
Arizona 
California 
Connecticut 
Delaware 
Florida 
Idaho d 
Iowa IJ 
Kentucky 
Louisiana 
Maine 
Mary land 
Michigan 
Minnesota 
~ i s s i s s i p p &  
N. Hampshire 
N. Mexico 
N. Carolina 
Ohio 
Oregon 
Pennsylvania 
Rhode Island 
S. ~ a r o l i n a 4  
Tennessee l/ 
Virginia 
W. Virginia 
Wisconsin 
Dist. of Col. 

Alaska (8$) 
Washington (9#) 

....... 2 

I n  most S ta tes  d i e se l  f u e l .  i s  taxed a t  the  same r a t e  as  gasoline. The Sta tes  
which t a x  d i e s e l  f u e l  a t  a d i f fe ren t  r a t e  are: Arkansas, 8-56; Iowa, 84; 
Kansas, 74; Mississippi,  lo$; Montana, 94; New York, 94; South Dakota, 7$; 
Tennessee, 8#; Texas, 6.5#; Wyoming, 7$. In a l l  but a few Sta tes  l i qu i f  ied 
petroleum i s  taxed a t  t he  same r a t e  as  gasoline. Vermont does not t a x  d i e s e l  
f u e l  o r  l i q u i f  i ed  petroleum. 

1/ In Hawaii County, the  S t a t e  t a x  r a t e  i s  8#. 

The r a t e  shown includes temporary 1$ r a t e  scheduled t o  expire December 31, 1969. 

k /  The r a t e  shown includes temporary 1$ r a t e  scheduled t o  expire June 30, 1972. 
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TABLF 28.--STATE TAX RATES ON DISTILLED SPIRITS, JANUARY 1, 1968g 

( p e r  g a l l o n )  

Colorado 
I l l l n o i ~  
~ a n s a &  
Louisiana 
E4ary land 
Nebraska 
Ncw Je rsey  
NCW Mexico 
New York 
Tcxa.: 
t ~ i r t r i c t  of  

Columbia 

Cal i f o r r i i a  
Corlriecticut 
~ n d i a n a g  
Oklahoma 
Rhode 1 c l a n d E /  
Wicconsin 

~ r k a n s a s g  
~ l o r i d a y  
h s e n c h u s e t t s T /  
~ i n n e s o t a 9 /  
Missj  s s i p p i  
North Dakota 
South ~ a r o l i n a g  

$3 and over  

Alaska 
~ e o r g i a g  
~ e n n e s s e e G '  

................... 3 

20 p e r c e n t  
of  wholesa le  

p r i c e  

Hawaii 

* R:3te inc reased  rrom $1.114 t o  $2.00 p e r  g a j  Lon, e f f e c t i v e  3/22/68. 

Th i r  tnbulat , ion iricludes only t h e  t a x e s  impoced by t h e  D i s t r i c t  of Columbia and t h e  33 S t a t e -  which u s e  t h e  l i c e n s e  system f o r  t h e  d i s t r i b u t i o n  of 
d i c t i l l e d  c p i r i t s .  Of t h e  remaining 17 S t a t e s ,  16 have S t a t e - o p e r a t e d  s t o r e s  ( ~ l a b a m a ,  Idaho ,  Iowa, Main?, Michigan, Montana, New Hampshire, 
Ohio, Oregon, Pennsy;vunia, Utah, Vermont, V i r g i n i a ,  Washington, West V i r g i n i a ,  and wyorning), and North Caro l ina  has  county- and munic ipa l ly -  
opera ted  s t o r e -  :;upervieed by t h e  S t a t e .  Thr r a t e s  u-ed i n  t h i s  t a b l e  a r e  t h o s e  a p p l i c a b l e  t o  d i s t i l l e d  s p i r i t s  o f  s t a n d a r d  a l c o h o l i c  c o n t e n t .  

Therc i s  u ',C p s r  galLon a d d i t i o n a l  t a x  on  t h e  bleridirti:, r e c t i f y i n g ,  o r  mixing and t r a n s p o r t a t i o n  of  d i s t i l l e d  s p i r i t s ,  and a l s o  a  w h o l r s a i e r ' s  t a x  
ci' :'(I$ p?r  ciizc. Arka11::az a l s o  l e v i e s  a 3-percent  t a x  on r e t a i l  r e c e i p t r .  from s a l e s  of  l i q u o r ,  c o r d i a l s ,  l i q u e u r s ,  s p e c i a l t i e s ,  and wine,-. 

Inc ludes  an enforccmerlt t : ~ x  of' 8$ p e r  g a l l o n .  

Include:. a  t a x  i ~ f  $1.5:; and two addit , ior ial  t a x e s  c l i '  7?$ and 3 P .  The t a x  on d i s t i l l e d  r p i r i t s  c o n t a i n i n g  more t h a n  48 p e r c e n t  a lcoho l  by weight  
i s  $3.04, cons iz t in i :  of :I b a s i c  t a x  of  $3.06, :rnd ;' a ~ l d i t i o n a l  t a x e s  of  $1.44 and 546. 

The t a x  on d i s t i l l e d  s p i r i t s  manufactured i n  t h e  S t a t e  i s  $1.875 p e r  g a l l o n .  

'The m:~jor  rcveuue-producing t a x  on d i r t i l l e d  s p i r i t s ,  however, i s  t h e  t a x  on manufac tu re r s ,  t r a n s p o r t e r s ,  r e c t i f i e r s ,  and b l e n d e r s  a t  t h e  r a t e  of 
13$ p e r  ,?al lon.  The t a x  w i l l  be  reduced by 2$ p e r  y e a r  beg inn ing  7/1/68. A f t e r  6/30/71 t h e r e  w i l l  b e  no t a x .  Also ,  t h e r e  i s  a t a x  on wholesaler:; 
a t  t h e  r a t e  of 54 p e r  case .  

In  a d d i t i o n ,  every corpora t ion ,  a s s o c i a t i o n  o r  org:inizal,ion which i r  l i c e n s e d  by any c i t y  o r  town t o  s e l l  a l c o h o l i c  beverages ,  excep t  c e r t a i n  
corpcr : i t ions  a r ~ d  c h a r t e r e d  v e t e r a n s '  o r g a n i z a t i o n s  m a i n t a i n i n g  q u a r t e r s  f o r  t h e  e x c l u s i v e  use  of members, i s  t a x e d  on t h e  g r o s s  r e c e i p t s  from t h e  
:;sic of  a l c o h o l i c  beverages a t  t h e  r a t e  of  1 /2  oi' 1 p e r c e n t .  

IE a d d i t i o n ,  r i r l  enforcement t a x  of  11 p e r c e n t  01' g m c s  r e c e i p t s  from r e t a i l  s a l e s  i s  l e v i e d .  

Tncluder u 15-percent s u r t a x  e f f e c t i v e  through June  30,  1969. 

3 i s t i l l e d  : :p i r i t s  imported i n t o  t h e  S t a t e  a r e  t a x e d  on t h e  b a s i s  of r e c i p r o c i t y .  The c u r r e n t  r a t e ,  a s  f i x e d  by t h e  Liquor Cont ro l  Commission, i s  
$1.50 p e r  g a l l o n .  
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TABLE 29.--TAX RATES ON DISTILLED SPIRITS FOR STATES WITH LICENSING SYSTEMS, AS OF JANUARY 1--1953 THROUGH 1968 ( ~ o n c l ' d )  

( d o l l a r s  p e r  g a l l o n )  

S t a t e  1953 1954 

I I 

......... South Dakota -75 .... 
Tennessee.. .......... 2.00 .... 
Texas ................ 1.408 .... 
Wisconsin.. .......... 2.00 .... 

* Increased t o  $2.00, e f f e c t i v e  3/22/68. 

Note: A blank space (....) i n d i c a t e s  no r a t e  change s i n c e  prev ious  r a t e  shown. 
A dash (--) i n d i c a t e s  no t a x  was i n  e f f e c t  a:: of January 1. 
n .a .  Data not  a v a i l a b l e .  

1/ 12% of wholesale p r i c e .  

2! 16% of ;!holesale p r i c e .  
I - 

-J 31 20% of wholesale p r i c e .  
P A  

I See t a b l e  28 foo tnotes  f o r  s p e c i a l  s i t u a t i o n s  i n  p a r t i c u l a r  S t a t e s .  



TABLE 30 . --STATE TAX RATES ON BEER, JANUARY 1, 196811 

Less than  $ 1  

Mary land 
M i s s o u r i  
Wyoming 

C a l i f o r n i a  
Colorado 
I l l i n o i s  
Montana 
Nevada 
New J e r s e y  
New York 
Oregon 
Rhode 1 s l a n d d l  
Washington 
Wisconsin 

(per  b a r r e l )  

Arizona 
Connec t icu t  
Delaware 
1ndiana31 
Kentucky 
~ a s s a c h u s e t t s 5 /  
Nebraska 
New Mexico 
North Dakota 
Ohio 
Pennsylvania 
D i s t r i c t  of 

Columbia 

$3 t o  $4 

Iowa 
~ a n s a s 2 /  
Minnesota 
New Hampshire 
~ e n n e s s e e b l  
V i r g i n i a  

Arkansas 
Idaho 
Texas 
Utah 
West V i r g i n i a  

Alaska 
~ a i n e l l  
Michigan 
Vermont 

$6 t o  $8 

F l o r i d a  
South Dakota 

Georgia  
Louis iana  
North C a r o l i n a  
Oklahoma 

I I I I 

$8 t o  $10 

T o t a l  ......... 4  1 ................ 2  1 ................ 4  I ................ 3 I ................. 1 

$10 t o  $12 

Alabama 
M i s s i s s i p p i  
South C a r o l i n a  

11 Montana, V i r g i n i a ,  Washington, and West V i r g i n i a  t a x  l i g h t  b e e r  o n l y ,  and Kansas and Oklahoma t a x  - 
s t r o n g  b e e r  on ly .  The r a t e s  f o r  Minnesota,  North Dakota,  South Dakota,  and Utah inc luded  i n  t h e  
t a b l e  a r e  t h o s e  a p p l i c a b l e  t o  s t r o n g  b e e r .  

2 /  I n  a d d i t i o n ,  an enforcement  t a x  of 4  pe rcen t  of g r o s s  r e c e i p t s  from r e t a i l  s a l e s  i s  l e v i e d .  - 
3 /  I n c l u d e s ,  i n  a d d i t i o n  t o  e x c i s e  t a x e s  of 8~  p e r  g a l l o n ,  an enforcement  t a x  of 314 of 1q p e r  g a l l o n .  - 
41  The t a x  on s a l e s  of  b e e r  a t  wholesa le  i s  17 p e r c e n t  of t h e  wholesa le  p r i c e .  - 
5 /  I n  a d d i t i o n ,  every  c o r p o r a t i o n ,  a s s o c i a t i o n ,  o r  o r g a n i z a t i o n  which i s  l i c e n s e d  by any c i t y  o r  town - 

t o  s e l l  a l c o h o l i c  beverages ,  excep t  c e r t a i n  c o r p o r a t i o n s  and c e r t a i n  v e t e r a n s '  o r g a n i z a t i o n s ,  a r e  
taxed on t h e  g r o s s  r e c e i p t s  from t h e  s a l e  of  a l c o h o l i c  beverages a t  t h e  r a t e  of 112 of 1 p e r c e n t .  

6 /  Malt  beverages imported i n t o  t h e  S t a t e  a r e  t axed  on the  b a s i s  of r e c i p r o c i t y .  The c u r r e n t  r a t e ,  a s  - 
f i x e d  by t h e  Liquor C o n t r o l  Commission, i s  $ 1  per  b a r r e l .  

71 The t a x  on mal t  l i q u o r s  manufactured i n  t h e  S t a t e  i s  5  1 1 3 ~  p e r  g a l l o n .  - 

Hawaii 

$12 t o  $14 20 p e r c e n t  of 
wholesa le  p r i c e  



TABLE 31.--STATE TAX RATES ON WINES, JANUARY 1, 196811 

1 C  

C a l i f o r n i a  Colorado 
Connecticut  
111inois'l 
Kansas11 
Louisiana 
Mary land 
~ i n n e s o t & l  
Missour i  
Nebraska 
New J e r s e y  
New York 
Ohio 
Oregon 
Rhode ~ s l a n & /  
South ~ a k o t a x l  
Texas 
washingto&/ 
Wisconsin 
D i s t r i c t  of 

Columbia 

(per g a l l o n )  

LIGHT WINES 

Arizona 
1ndianaZl 
M i s s i s s i p p i  
Nevada 
New ~ e x i c o 2 1  
Oklahoma 

Alaska 
~ r k a n s a s 2 1  
Kentucky 
North Caro l ina  
North Dakota 

T o t a l  .... 1 1 ............. 19 

FORTIFIED WINES 

C a l i f o r n i a  

. Tota l . .  . l  

~ o n n e c  t i c u t g l  
Louisiana 
Mary land 
Missour i  
New J e r s e y  
New York 
Rhode 1slan&/ 
Texas 
washingto&/ 

Arizona 
Colorado 
1ndiana21 
M i s s i s s i p p i  
New ~ e x i c o ? /  
Ohio 
Wisconsin 
D i s t r i c t  of 

Columbia 

Alaska 
~ r k a n s a s 3 1  
~ l l i n o i s z /  
Kansas'/ 
Kentucky 
~ i n n e s o t d l  
Nebraska 
Nevada 
North Caro l ina  
North Dakota 
Oklahoma 
South ~ a k o t & /  

8 0 ~  and over 

Delaware 
~ l o r i d a h l  
~ e o r g i d l  
~ a s s a c h u s e t t s g l  
South Caro l ina  
~ e n n e s  s e e s /  

20 percent  
of whole- 
s a l e  p r i c e  

Hawaii 

8 0 ~  and over of whole- 

Delaware Hawaii 
~ l o r i d a b l  
~ e o r ~ i & /  
~ a s s a c h u s e  t t s 8 1  
South Caro l ina  
~ e n n e s s e e G 1  

6 1 .............. ......... 

11 For purposes of t h i s  t a b l e ,  wines c o n t a i n i n g  14 percent  o r  l e s s  a l c o h o l  a r e  c l a s s i f i e d  a s  l i g h t  - 
wines and those  c o n t a i n i n g  14-21 percent  a l c o h o l  a r e  f o r t i f i e d  wines.  Some S t a t e s  s p e c i f y  wines 
exceeding 21 percent  a l c o h o l  conten t  and t a x  such wines a t  d i f f e r e n t  r a t e s .  This t a b u l a t i o n  does 
no t  inc lude  t h e  t a x e s  of those S t a t e s  where wines a r e  s o l d  through a S t a t e  o r  county s t o r e  system 
under S t a t e  s u p e r v i s i o n .  These S t a t e s  a re :  Alabama, Idaho,  Iowa, Maine, Michigan, Montana, 
New Hampshire, Oregon ( f o r t i f i e d  wines o n l y ) ,  Pennsylvania,  Utah, Vermont, V i r g i n i a ,  Washington 
(nondomestic wines o n l y ) ,  West V i r g i n i a ,  and Wyoming. 

2 /  Inc ludes  an enforcement t a x  of 2C per  g a l l o n .  - 
31 I n  a d d i t i o n ,  t h e r e  i s  a 5~ per  c a s e  a d d i t i o n a l  t a x .  Arkansas a l s o  l e v i e s  a 3-percent  t a x  on r e t a i l  - 

r e c e i p t s  from s a l e s  of l i q u o r s ,  c o r d i a l s ,  l i q u e u r s ,  s p e c i a l i t i e s ,  and wines. Wines produced and 
consumed i n  t h e  hone from grapes  grown i n  Arkansas a r e  exempt from t a x .  

41 Light  and f o r t i f i e d  wines manufactured i n  F l o r i d a  from l o c a l  products  a r e  taxed a t  2 3 ~  and 3 5 ~  per - 
g a l l o n ,  r e s p e c t i v e l y .  



TABLF: 31.--STATE TAX RATES ON WINES, JANUARY 1, 19681/ (Concl 'd)  

L i g h t  and f o r t i f i e d  wines produced from grapes  grown i n  I l l i n o i s  a r e  taxed a t  8~  and 2 3 ~  per  
g a l l o n ,  r e s p e c t i v e l y .  

Domestic l i g h t  and f o r t i f i e d  wines a r e  t axed  a t  2 0 ~  and 5 0 ~  p e r  g a l l o n ,  r e s p e c t i v e l y .  

I n  a d d i t i o n ,  a n  enforcement  t a x  of 4  p e r c e n t  of g r o s s  r e c e i p t s  from r e t a i l  s a l e s  i s  l e v i e d .  

The t a x  r a t e  on wines c o n t a i n i n g  3  - 6  p e r c e n t  a l c o h o l  i s  4 0 ~  p e r  g a l l o n .  Massachuse t t s  a l s o  
imposes a  t a x  on t h e  g ross  r e c e i p t s  of every  c o r p o r a t i o n ,  a s s o c i a t i o n  o r  o r g a n i z a t i o n  which i s  
l i c e n s e d  by any c i t y  o r  town t o  s e l l  a l c o h o l i c  beverages ,  excep t  c e r t a i n  c o r p o r a t i o n s  and c e r t a i n  
c h a r t e r e d  v e t e r a n s '  o r g a n i z a t i o n s ,  a t  t h e  r a t e  of  1 / 2  of 1 p e r c e n t .  

An 8~  per  g a l l o n  t a x  i s  l e v i e d  on t h e  growers of g rapes  who s e l l  wine. 

I n  a d d i t i o n ,  a  t ax  of 1 5 ~  p e r  c a s e  i s  imposed upon s a l e s  a t  wholesa le .  

I n c l u d e s  a  15-percen t  s u r t a x  e f f e c t i v e  through June 30, 1969. 

Wines imported i n t o  t h e  S t a t e  a r e  taxed on t h e  b a s i s  of r e c i p r o c i t y .  The c u r r e n t  r a t e ,  a s  f i x e d  
by t h e  Liquor C o n t r o l  Commission, i s  2 0 ~  per  g a l l o n .  

I n  a d d i t i o n ,  t h e r e  i s  a  10-percen t  t a x  on t h e  g r o s s  r e c e i p t s  from s a l e s  of i n t o x i c a t i n g  l i q u o r s ,  
excep t  b e e r  i n  excess  of 3.2 p e r c e n t .  

The t a x  of 1 0 ~  p e r  g a l l o n  i s  a p p l i c a b l e  only t o  domest ic  wines.  

S p a r k l i n g  wine i s  t axed  a t  5 0 ~  p e r  g a l l o n .  
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TAEGE 32. -STATE AND LOCAL DOCUMENTARY TAXES, JANUARY 1, 1968 (Concl'd) 

s t a t e ,  government imposing, 
and type of t ax  

OTIER DOCUMENTAHY TAXES 

Alabama ( s t a t e )  
Mortgages 
Issuance of stocks and bonds 
Transfer of mineral leaseholds 

Florida ( s t a t e )  
Issuance and t r ans fe r  of stocks and bor~ds 

Kansas ( s t a t e )  
Mortgaces 

Maryland (Sta te  and loca l )  
Ciortgages 

Minrlesota ( ~ t a t c )  
Mortgages 

Fiississippi (S t a t e )  
Transfer of mineral leaseholds 

New York (S ta t e )  
Transfer of stock 

Nortgages 
I Cklahorna (S t a t e )  
;1 Mortgages n\ 

South Carolina ( s t a t e )  
I 

Issuance of stocks and bonds 
Transfer of stocks 

Tennessee ( s t a t e )  
Mortgafles 

Virginia (Sta te  and loca l )  
Mortgaees 

Year 
enacted 

Rate 
1/ 1/68 

3-8$/acre 20/ 

1.25-5d/ 
share  

50d/$100 

Use of 
stamps 

No 
No 
No 

Yes 

No 

Yes 

No 

Yes 

Yes 

No 

No 

Yes 
Yes 

No 

No 

........... 

Dist r ibut ion  of r ece ip t s  

S t a t e  

213 
A l l  
--- 

A l l  

A l l  

A l l  
A l l  

A l l  

A l l  

..,.......a*. 

Local 

1/3 --- 
A l l  

A l l  

A ~ M  
5/& 

A l l  

A l l  

A l l  

S t a t e  co l l ec t ions  
1967 1/ 

n.a. - Data not avai lable .  i/ !:xc.Ludes amounts col lec ted  and re ta ined by l o c a l  governments. Ehclusive of assumed mortgages. The Indiana t ax  i s  
applic?ble only t o  corporations subject  t o  gross income tax .  Includes documentary taxes  o ther  than r e a l  e s t a t e  t r a n s f e r  taxes .  Counties, o r  a 
c i t y  and a county a r e  authorized t o  impose a t ax  on r e a l  e s t a t e  t r a n s f e r s  beginning Jan. 1, 1968. C i t i e s  wi th in  a county which has already imposed the  
t;lr 13aY levy a t ax  of 112 the  above amount with a c r e d i t  being given agains t  t h e  county t a x  f o r  t h e  c i t y  t a x  Transfers under $100 a r e  exempt. 
( I /  T r in r f r r s  of $;03 or  l e s s  a r e  exempt. The c i t y  01 Wilmington a l s o  l ev i e s  a 1% r e a l t y  t r a n s f e r  t ax .  #Rate i s  501 f o r  t h e  f i r s t  $500. Trans- - 
t 'ers cf  $100 or l e s s  a r e  exempt. Dis t r ibuted  i n  t he  same proportion t h a t  revenues derived from t h e  t a x  imposed by t h e  Act providing f o r  t h e  levy of 
taxc:: on ce r t a in  c lasses  of in taneible  personal property,  approved December 27, 1937 ( ~ a .  L. 1937-38, p.156) as now o r  may he rea f t e r  be  amended, a r e  
d i -~ ided .  liate i s  $1 f o r  t r ans fe r s  between $251 and $500. Transfers of $250 or l e s s  a r e  not taxable.  11/ The c i t y  of Baltimore and spec i f i ed  count ies  
a r e  author.ized t o  supplement t he  S t a t c  t ax ,  a t  r a t e s  ranging from 55d/$500 t o  $1.95/$500. Except t h a t  t a x  on recordat ion  of instruments grant ing  en- 
i:wnlronzes on property s i t ua t ed  i n  two o r  more counties as  s ecu r i t y  f o r  corporate bonds of publ ic  u t i l i t i e s ,  a r e  paid t o  t h e  S t a t e .  a Rate i s  $2.20 on 
t ' i r .st  :$~,030. 14/ New York City imposes a t a x  of 0.5% on t r ans fe r s  of r e a l  property where t he  consideration exceeds $25,000. 15/ The r a t e  
shown i s  t he  statewide county r a t e .  The minimum tax  i s  $1, with t r a n s f e r s  under $100 exempt. An add i t i ona l  tax ,  not t o  exceed 306 on each $100 of value 
of real .  prol~er ty ,  may a l so  be levied by any county. I&/ Local governments a r e  authorized t o  impose a r e a l  e s t a t e  t r a n s f e r  t a x  up t o  1% and about 1500 
including more than 800 school d i s t r i c t s ,  have done so. 11/ Counties and c i t i e s  levy a t a x  of 113 t h e  S t a t e  t ax  (5$/$100). 9 Counties a r e  authorized 
t o  ievy a. yb r e a l  e s t a t e  sale2 t ax ;  a l l  39 counties have done so. Included i n  r e a l  e s t a t e  t r ans fe r  t a x  co l l ec t ions  above. 9 Depending upon 
length of lease.  Except t h a t  the  t ax  on mortgages t h a t  a r e  secured by proper ty  exempt from property t axa t ion  i s  pa id  t o  t h e  S t a t e .  Depending 
upon v:~lue per share. 



TABLE 33. --SELECTED FEATURES OF PROPERTY TAXATION, BY STATE 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 

Delaware 
District of Col. 
Florida 
Georgia 
Hawaii 

Idaho 

-4 
Illinois 

*Indiana 
1 Iowa 
Kansas 

Kentucky 
Louisiana 

Maine 

Maryland 

Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 

Montana 
Nebraska 

Nevada 
New Hampshire 

No. of 
primary 
assessin 
areas 
1966 1 

Method 
of selec- 
ting 
asses- 
sors 2/ 

Legal 
standard 
(rate) 

100 
bt below 25 

"Just value" 

100 
50 

aries by clasz 
100 
100 

11 and statutory assessment standards2 

Valuation concept 

Fair and reasonable market value 
Full and true value in money 
Full cash value 
True market value in money 
Full cash value 

Actual value 
Uniform % of market value within 
local district 

True value in money 
Full and true value in lawful money 
Full cash value 
Fair market value 
Fair market value or a percentage 
thereof 

Full cash value 
Fair cash value 
True cash value 
Actual value 
True value in money 

Fair cash value 
Actual cash value.. 
Land at not less than $1 per acre 
At just value in compliance with 

the laws of the State 
Full cash value less an allowance 
for inflation 

Fair cash valuation 
Full cash value 
Market value 
Assessed in proportion to its value. 
True value in money. 

True and full value 
Required to be valued at its actual 
value and assessed at 35% 

Full cash value 
Full and true value in money 

Conducts 
periodic 
ratio 
studies 2 

State an 
colle 

Total 
(millions) 

local 
:ions - 
Per 

Capit 

39$6t5tax 
Per thousand 
dollars of 
personal 
income 



TABLE 33.--SELECTED FEATURES OF PROPERTY TAXATION, BY STATE (Cont'd) 

S t a t e  

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 

Rhode Island 
South Carolina 
South Dakota 
Tennessee 

2 Texas 
I 

Utah 
Vermont 
Virginia 
Washington 
West Virginia 

Wisconsin 
Wyoming 

Total 

No. of 
primary 
~ssess ing 

areas 
1966 l-I 

Method 
~f selec- 

t ing 
asses- 
sors  21 

Const i tu t io]  

Legal 
standard 

( r a t e )  

- 
1 and s t a tu to ry  assessment s t a n d a r d d l  

Valuation concept 

Uniform percentage a t  t rue  value 
Assessed i n  proportion t o  i t s  value 
Fu l l  value 
True value i n  money 
Fu l l  and t r u e  value i n  money 

True value  
Fa i r  cash value  
True cash value 
Actual value ( t he  p r i ce  fo r  which the  

property would s e l l )  
Fu l l  and f a i r  cash value 
True value i n  money 
True and f u l l  value i n  money 
Actual cash value 
Fu l l  and t r u e  value i n  money 

Reasonable f a i r  cash value  
Fa i r  market value 
Fa i r  market value 
True and f a i r  value 
True and a c t u a l  value 

Fu l l  value a t  p r iva t e  s a l e  
Fa i r  value 

Conducts 
per iodic  
r a t i o  

s tud ie s  21 

S t a t e  & l o c a l  property t ax  
:o l lec t ions  1965-66 2l # 

Total  
(mill ions) 

Per 
Capit  

- - I Per thousand 
d o l l a r s  of 

personal 
income 

A -- Sign i f i e s  "appointed." E -- Sign i f i e s  "elected." 

1/  U. S .  Bureau of the  Census, Primary Assessing Areas fo r  Local Property Taxation, S t a t e  and Local Government Special  S tudies ,  No. 50, Apr i l  1966. - 

2/ In ternat ional  Association of Assessing Officers.  - 

3/ U. S. Bureau of the  Census, Governmental Finances i n  1965-66. - 

4/ Depending on the c l a s s  of property: e f f ec t ive  3/22/68. - 
(Footnotes continued on the following page.) 



TABLE 33. --SELECTED FEATURES OF PROPERTY TAXATION, BY STATE ( ~ o n c l ' d )  

Between 20 and 25 percent of f u l l  cash value from 1968 through 1971, t he rea f t e r  25 percent. 

Appointed and e lec ted ,  216 municipal assessors ;  elected,1,259 township assessors.  

Appointed, 1 municipal assessor ;  e lec ted  344 township assessors ;  appointed and e l ec t ed ,  90 county assessors .  

Elected, 221 township assessors ;  appointed and e lec ted  13 municipal assessors.  

In a multiple of 10 a s  i s  es tabl ished by each county board of taxation.  I f  a county f a i l s  t o  e s t a b l i s h  a uniform percentage, a 50 percent 
level  of assessment i s  employed u n t i l  a c t ion  i s  taken. 

Uniform percentage, determined loca l ly .  

Appointed, 356 municipal assessors ;  e lec ted ,  29 county and 1,387 township assessors .  

In 4 th  t o  8 th  c l a s s  count ies ,  r e a l  property must be assessed a t  a predetermined r a t i o  no t  t o  exceed 75 percent.  

To be a t ta ined by 1/1/73, with increas ing percentages on the  following schedule: 1968, 15 percent;  1969, 25 percent;  1970, 30 percent;  
1971, 35 percent;  1972, 40 percent;  1973 and the rea f t e r ,  50 percent. 

A t  a f a i r  value in  conformity wi th  values  and procedures prescribed by the S t a t e  Tax Commission. 



TABLE 34. --AGENCIES ADMINISTERING MAJOR STATE TAXES, JANUARY 1, 1968 

Dept. of Revenue Dept . of Revenue 

State 

Dept. of Revenue 

Sales Gasoline I Income 

Dept. of Revenue Dept. of Revenue 

Motor Vehicle 

Dept. of Revenue Alabama 

Alaska 
Arizona 

Arkansas 
California 

Colorado 
Connecticut 
Delaware 

Florida 
Georgia 
Hawaii 
Idaho 

Illinois 
Indiana 

Iowa 

Kansas 
0 

I 

Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 
Montana 

Nebraska 

Nevada 

Tobacco 

Alcoholic Beverage 
Control Board 

Dept. of Revenue 
Dept. of Liquor 
Licenses & Control 
Dept. of Revenue 
Bd. of Equal 

Dept. of Revenue 
Tax Commission 

Death 

Dept. of Revenue 
Highway Dept. 

Alcoholic Beverage 

Dept. of Revenue 
Highway Dept. 

Dept. of Revenue 
Tax Commission 

Dept. of Revenue 
Treasurer 

.......*........ 
Tax Commission 

Dept. of Revenue 
Bd. of Equal. 

Dept. of Revenue 
Dept. of Mot.Veh. 

Dept. of Revenue 
Bd. of Equal. 

Dept. of Revenue 
Controller 

Dept. of Revenue 
Franchise Tax Bd. 

Dept. of Revenue 
Bd. of Equal. 

Dept. of Revenue 
Tax Commissioner 
......*......... 

Dept . of Revenue 
Tax Commissioner 
Highway Dept. 

Dept. of Revenue 
Corn. of Mot-Veh. 
Comm. of Mot.Veh. 

Dept. of Revenue 
Tax Commissioner 
Tax Department 

Dept. of Revenue 
Tax Commissioner 
Tax Department 

Dept. of Revenue 
Tax Commissioner 
Alcoholic Beverage 
Control Comm. 

Beverage Dept. 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

Dept. of Revenue 
Tax Commissioner 
Tax Department 

Revenue Comm. 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

Revenue Comm. 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

Comm. of Mot.Veh. 
Dept. of Revenue 
County Treasurer 
Dept. of Law 
Enforcement 

Sec. of State 
Sec. of State 

Beverage Dept. 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

Comptroller 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

................ 
Dept. of Revenue 
Dept.of Taxation 
Tax Commission 

Dept. of Revenue 
Dept. of Revenue 

Dept. of Revenue 
Dept. of Revenue 

Dept. of Revenue 
Dept. of Revenue 

Atty. General 
Dept. of Revenue 

Dept. of Revenue 
Alcoholic Beverage 
Commission 

De~t. of Revenue 

................ 
Dept. of Revenue 

Dept. of Revenue Dept. of Revenue Treasurer Dept. of Public 
Safety 

Highway Comm. 

Dept. of Revenue Dept. of Revenue 

Dept. of Revenue Dept. of Revenue Dept. of Revenue Dept. of Revenue Dept. of Revenue Dept. of Revenue 
Dir. Alco. Bev. 
Comm. 

Dept . of Revenue 
Dept. of Revenue 
Liquor Comm. 
Comptroller 
Dept. of Corp's 
and Taxation 

Liquor Control 
Commission 

Liquor Control 
Commission 

Tax Commission 

Dept. of Revenue 
Dept. of Revenue ........*....... 
Comptroller 
Dept. of Corp's 
and Taxation 

Dept. of Revenue 

Dept. of Revenue 
Dept. of Revenue 
Bur. of Taxation 
Comptroller 
Dept. of Corp's 
and Taxation 

Dept. of Revenue 

Dept. of Revenue 
Dept. of Revenue 
Bur. of Taxation 
Comptroller 
Dept. of Corp's 
and Taxation 

Dept. of Revenue 

Dept. of Revenue 
Dept. of Revenue 
Sec. of State 
Comm.of Mot.Veh. 
Registrar of 
Motor Veh. 

Sec. of State 

Dept. of Revenue 
Dept. of Revenue 
Bur. of Taxation 
Comptroller 
Dept. of Corp's 
and Taxation 

Dept. of Rev. 

Dept. of Revenue 
Local 
Bur. of Taxation 
Local 
Dept. of Corp's 
and Taxation 

Dept. of Rev. 

Dept. of Taxation Dept-of Taxation Dept.of Taxation Dept.of Taxation Dept.of Taxation Sec. of State 

Tax Commission Tax Commission Motor Vehicles 
Comptroller 

Dept. of Revenue 
Board of Equal. 

Motor Vehicles 
Comptroller 

Dept. of Revenue 
Registrar of 
Motor Veh. 

Dept-of Mot.Veh. 

Tax Commission Tax Commission 

Dept. of Revenue 
Board of Equal. 

Dept. of Revenue 
Liquor Control Bd. 

Dept. of Revenue 
Board of Equal. 

Dept. of Revenue ................ Dept. of Revenue 
Board of Equal. 

Tax Commissioner Tax Commissioner Tax Commissioner Tax Commissioner Tax Commissioner Liquor Control 
Commission 

Tax Commission Tax Commission Tax Commission Tax Commission 



New Hampshire 
New Jersey 

TABLE 34. --AGENCIES ADMINISTERING MAJOR STATE TAXES, JANUARY 1, 1968 

State Income Sales Gasoline Alcoholic Beverage Motor Vehicle Tobacco Death 

Div. of Mot. Veh. Div. of Mot. Veh. Tax Commission 
Dept. of Treas. 

Tax Commission 
Dept. of Treas. 

Liquor Commission 
Dept. of Treas. 

................ 
Dept. of Treas. 

................ 
Dept. of Treas. Dept. of Treas. Dept. of Law & 

Public Safety 
Dept-of Mot.Veh. 
Dept. of Mot.Veh. 

New Mexico 
New York 

Bur. of Revenue 
Dept. of Taxation 
and Finance 

Dept. of Revenue 
Tax Commissioner ............... 
Tax Commission 
Tax Commission 

Bur. of Revenue 
Dept. of Taxation 
and Finance 

Dept. of Revenue 
Tax Commissioner 
Tax Commissioner 
Tax Conmission ............... 

Bur. of Revenue 
Dept.of Taxation 
and Finance 

Dept. of Revenue 
Auditor l-/ 
Tax Commissioner 
Tax Commission 
Dept.of Mot.Veh. 

Bur. of Revenue 
Dept.of Taxation 
and Finance ............... 

Tax Commissioner 
Tax Commissioner 
Tax Commission 
Tax Commission 

Bur. of Revenue 
Dept.of Taxation 
and Finance 

Dept. of Revenue 
Tax Commissioner 
Tax Commissioner 
Tax Commission 
Treasurer 

Bur. of Revenue 
Dept.of Taxation 
and Finance 

Dept. of Revenue 
Treasurer 
Tax Commissioner 
Tax Commission 
Liquor Control 
Commission 

Dept. of Revenue 
Dept. of Adm. 
Tax Commission 
Dept of Revenue 
Dept. of Revenue 
Liquor Control Bd. 
Tax Commission 
Comm. of Taxes 

N. Carolina 
N. Dakota 
Ohio 
Oklahoma 
Oregon 

Dept.of Mot.Veh. 
Reg.of Mot.Veh. 
Keg.of Mot.Veh. 
Tax Commission 
Dept.of Mot.Veh. 

Pennsylvania 
Rhode Island 
S. Carolina 
S. Dakota 
Tennessee 

cn 
Texas 

r Utah 
I Vermont 

Dept. of Revenue 
Dept. of Adm. 
Tax Commission ............... 
Dept. of Revenue ............... 
Tax Comission 
Comm. of Taxes 

Dept. of Revenue 
Dept. of Adm. 
Tax Commission 
Dept. of Revenue 
Dept. of Revenue 
Comptroller 
Tax Commission ............... 

Dept .of Revenue 
Dept. of Adm. 
Tax Commission 
Dept. of Revenue 
Dept. of Revenue 
Comptroller 
Tax Cormnission 
Motor Vehicles 
Department 

Division of 
Motor Veh. 

Dept-of Mot.Veh. 
Tax Department 

Dept. of Revenue 
Reg.of Mot-Veh. 
Highway Comm. 
Dept.of Mot.Veh. 
Dept. of Revenue 
Highway Dept. 
Tax Commission 
Motor Vehicles 
Department 

Division of 
Motor Veh. 

Dept.of Mot.Veh. 
Dept.of Mot.Veh. 

Dept. of Revenue 
Dept. of Adm. 
Tax Commission 
Dept. of Revenue 
Dept. of Revenue 
Comptroller 
Tax Commission 
Comm. of Taxes 

Dept. of Revenue 
Dept. of Adm. 
Tax Commission 
Dept. of Revenue 
Dept. of Revenue 
Comptroller 
Tax Commission 
Comm. of Taxes 

Virginia Dept.of Taxation Dept.of Taxation Dept.of Taxation Dept.of Taxation Dept.of Taxation 

Washington 
W. Virginia 

Dept. of Revenue 
Tax Department 

Dep t . of Revenue 
Tax Department 

Dept. of Revenue 
Tax Department 

Liquor Control Bd. 
Liquor Control 
Commission 

Dept. of Revenue. 
Liquor Commission 
Finance Off ice 

............... 
Tax Department 

Wisconsin 
Wyoming 
Dist. of Col 

Dept. of Revenue Dept. of Revenue 
Tax Commission 
Finance Off ice 

Dept. of Revenue 
Tax Comission 
Finance Office 

Mot.Veh.Dept. 
Tax Commission 
Finance Office 

Dept. of Revenue 
Tax Commission 
Finance Office 

Dept. of Revenue 
Tax Comission 
Finance Off ice 

............... 
Finance Office 

11 Tax Cormnissioner, effective 7/1/69. - 

Source: Federation of Tax Administrators, Tax Administrators News, Vol. 31, No. 7, July 1967 (updated to January 1, 1968). 
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PROPERTY TAX SURVEY COMMISSION 

T h i s  b i l l  a u t h o r i z e s  t h e  c r e a t i o n  of a  P r o p e r t y  Tax Survey Com- 
m i s s i o n  t o  examine c e r t a i n  b a s i c  p r o p e r t y  t a x  p o l i c y  i s s u e s  which 
must be r e so lved  by each  s t a t e .  These p o l i c y  i s s u e s  i n c l u d e :  (a )  
t h e  adequacy of t h e  l e g a l  s t r u c t u r e  underp inning  p r o p e r t y  t a x  admin- 
i s t r a t i o n ,  (b) exemptions from t a x a t i o n ,  (c) changes i n  t a x  r a t e  and 
d e b t  l i m i t s  which would be r e q u i r e d  i f  market va lue  d e t e r m i n a t i o n s  
based on a s se s smen t - sa l e s  r a t i o  s t u d i e s  r e p l a c e  a s s e s s e d  v a l u a t i o n s  
a s  t h e  measurement b a s e ,  and (d) t h e  e x t e n t  t o  which t h e  s t a t e  should  
become irrvolved i n  t h e  a c t u a l  a d m i n i s t r a t i o n  of t h e  p r o p e r t y  t a x .  

Each s t a t e  should  t a k e  a  h a r d ,  c r i t i c a l  look  a t  i t s  p r o p e r t y  
t a x  laws and r i d  i t  of  a l l  f e a t u r e s  t h a t  a r e  imposs ib l e  t o  a d m i n i s t e r  
a s  w r i t t e n ,  which f o r c e  a d m i n i s t r a t o r s  t o  condone e v a s i o n ,  and which 
encourage t axpaye r  d i s h o n e s t y .  Ad valorem t a x e s  on most c l a s s e s  of  
p r o p e r t y ,  r e a l  and p e r s o n a l ,  can  be  admin i s t e r ed  w i t h  r ea sonab le  
competence i f  a  s t a t e  i s  w i l l i n g  t o  provide  s u i t a b l e  means; b u t  t h e  
e x t e n t  t o  which some p e r s o n a l  p rope r ty  t a x  laws have become l e g a l  
f i c t i o n s  i s  n o t o r i o u s .  Evasion and condoning of  evas ion  a r e  s o  wide- 
sp read  a s  t o  make such laws a  t a x  on i n t e g r i t y .  

The use of exemptions from p rope r ty  t a x e s  w i thou t  r ega rd  f o r  
t h e i r  secondary  e f f e c t s  h a s  d r a s t i c a l l y  changed t h e  d i s t r i b u t i o n  of  
t h e  p r o p e r t y  t a x  burden and a  re -examinat ion  of exemptions i s  u r g e n t l y  
needed.  S t a t e s  have long had a  p r o p e n s i t y ,  which i s  c o n t i n u i n g ,  t o  
f r i t t e r  away t h e  l o c a l  p rope r ty  t a x  base  by concea led  s u b s i d i e s  i n  
t h e  form of s p e c i a l  t a x  exemptions t o  promote p r i v a t e  causes  of 
q u e s t i o n a b l e  p u b l i c  impor tance ,  provide  w e l f a r e  a i d ,  advance under - 
t a k i n g s  f o r  s o c i a l  and economic re form,  and reward p u b l i c  s e r v i c e .  
T y p i c a l l y  t h e s e  s p e c i a l  t a x  exemptions a r e  mandatory upon l o c a l  t a x -  
i n g  j u r i s d i c t i o n s ;  t hey  have t o  be honored by them, r e g a r d l e s s  of 
t h e i r  revenue c o s t  o r  t h e  p re fe rence  of t h e  l o c a l  community. 

Suggested L e g i s l a t i o n  

[ T i t l e  should  conform t o  s t a t e  r equ i r emen t s .  The 
fo l lowing  i s  a  sugges t ion :  "An a c t  c r e a t i n g  a  prop-  
e r t y  t a x  survey  commission, and f o r  r e l a t e d  purposes ." ]  

(Be i t  e n a c t e d ,  e t c . )  

1 S e c t i o n  1. P rope r ty  Tax Survey Commission. There i s  hereby 

2 c r e a t e d  a  p rope r ty  t a x  survey  commission of [ ]  members f o r  

3 t h e  purpose of making a  thorough examinat ion  of t h e  p r o p e r t y  

4 t a x  and i t s  a d m i n i s t r a t i o n .  The commission s h a l l  make a r e p o r t  

5 of i t s  s tudy  and examinat ion  t o g e t h e r  w i th  such s p e c i f i c  



recommendations a s  i t  may adopt  t o  t h e  governors  and t o  t h e  

l e g i s l a t u r e  n o t  l a t e r  t han  [ ] of each [ 1 numbered y e a r s .  

S e c t i o n  2 .  Commission Dut ies .  The commission s h a l l :  

(1) a s c e r t a i n  whether t h e  [ s t a t e  t a x  agency] i s  making 

adequate  p rov i s ion  f o r  con t inu ing  s tudy and a n a l y s i s  of t h e  

p rope r ty  t a x  s o  a s  t o  i n s u r e  t h a t  t h i s  revenue source  i s  g iven  

a t t e n t i o n  commensurate with i t s  major importance i n  t h e  o v e r a l l  

s t a t e  and l o c a l  revenue s t r u c t u r e ;  

(2) determine ( i )  whether p rov i s ion  of t h e  c o n s t i t u -  

t i o n  o r  any s t a t u t e ,  ordinance o r  c h a r t e r  unduly r e s t r i c t s  l eg -  

i s l a t i v e  o r  a d m i n i s t r a t i v e  f l e x i b i l i t y  and r e s p o n s i b i l i t y  f o r  

producing and ma in ta in ing  a  product ive  and a d m i n i s t r a b l e  prop-  

e r t y  t a x  system and,  ( i i )  whether t h e  p rope r ty  t a x  laws need 

r e v i s i o n  o r  r e c o d i f i c a t i o n ;  

(3 )  examine t h e  s t a t e ' s  p roper ty  t a x  exemption p o l i c i e s  

and make recommendations implementing t h e  p r i n c i p l e  t h a t  exemp- 

t i o n s  be provided only on c l e a r  demonst ra t ion  of pub l i c  i n t e r -  

e s t  and be l i m i t e d  t o  t hose  c a s e s  i n  which t h e  t a x  exemption 

method i s  p r e f e r a b l e  t o  o u t r i g h t  g r a n t s  supported by appropr i a -  

t i o n s  ; 

(4) examine t h e  ques t ion  of reimbursing l o c a l  comrnuni- 

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

mandatory t a x  exemptions; 

(5) Make a  thorough review of a l l  c l a s s e s  of p a r t i a l  

and t o t a l  exemptions from t a x  l i a b i l i t y  based on a s ses sed  va lu -  

a t i o n s  made by assessment  o f f i c i a l s ,  s tudy  t h e  d e s i r a b i l i t y  of 

t h e i r  cont inuance from t h e  po in t  of view of sound p o l i c y ,  and 

wi th  r e s p e c t  t o  t hose  exemptions t h a t  may be con t inued ,  recom- 

mend adjus tments  a s  would be c a l l e d  f o r  by t h e  adopt ion  of t h e  

market va lue  de t e rmina t ions  made o r  t o  be made by t h e  [ s t a t e  

t a x  agency] a s  t h e  uniform measure f o r  a l l  exemptions from prop-  

e r t y  t a x  l i a b i l i t y ;  
1 

1. To t h e  e x t e n t  t h a t  exemptions can be j u s t i f i e d ,  t h e  t a x  
c r e d i t  method employed by some s t a t e s  has  cons ide rab le  m e r i t  because 
i t  completely removes t h e  a s s e s s o r  from d o l l a r  de t e rmina t ions  of  t h e  
p r i v i l e g e .  

- 84 - 



(6) s tudy a l l  l i m i t s  on the  t ax ing  and borrowing pow- 

e r s  of l o c a l  governments imposed by s t a t e  law o r  municipal  cha r -  
a 

t e r  t h a t  a r e  r e l a t e d  t o  assessed va lua t ion  s e t  by l o c a l  a s s e s s -  

ment o f f i c i a l s ;  cons ider  the  d e s i r a b i l i t y  of t h e i r  continuance 

o r  modi f i ca t ion ,  and f o r  any t h a t  may be continued recomnend 

adjustments a s  would be made necessary by t h e  adoption of t h e  

market va lue  determinations made o r  t o  be made by t h e  [ s t a t e  

t ax  agency] a s  the  uniform base f o r  r e s t r i c t i n g  the  t ax ing  and 

borrowing powers of l o c a l  government; 

(7)  s tudy a l l  s t a t e  f i n a n c i a l  g r a n t s  t o  school  d i s t r i c t s  

and l o c a l  governments t h a t  a r e  measured by assessed va lua t ions  

s e t  by l o c a l  assessment o f f i c i a l s  and recommend adjustments a s  

may be n e c e s s i t a t e d  by t h e  adoption of t h e  market value d e t e r -  

minations of t h e  [ s t a t e  t a x  agency] a s  an equalized measure of 

l o c a l  f i s c a l  capac i ty  and t a x  e f f o r t ;  

(8) eva lua te  the  s t r u c t u r e  , powers, f a c i l i t i e s ,  and 

compentence of the  [ s t a t e  t a x  agency] and l o c a l  proper ty  t a x  

o f f i c e s  and on t h e  b a s i s  of the  eva lua t ion  recommend an organ- 

i z a t i o n a l  pol icy  from among the  fol lowing a l t e r n a t i v e s :  

( i )  c e n t r a l i z e d  property t a x  a d m i n i s t r a t i o n ,  wish 

each l o c a l  government determining t h e  amount of i t s  own t a x  

l e v i e s ,  wi th in  any a p p l i c a b l e  l i m i t a t i o n s ,  and with the  s t a t e  

providing a l l  p ro fess iona l  s e r v i c e s  f o r  the  assessment,  c o l l e c -  

t i o n  and enforcement of t h e  property t a x  l i a b i l i t y ;  

( i i )  c e n t r a l i z e d  proper ty  assessment admin i s t r a -  

t i o n ,  with the  va lua t ions  c e r t i f i e d  t o  l o c a l  o f f i c i a l s  a s  t h e  

b a s i s  f o r  t h e i r  b i l l i n g  and c o l l e c t i o n  of t axes ;  

( i i i )  coordinated j o i n t  s t a t e - l o c a l  a d m i n i s t r a t i o n  

with the  [ s t a t e  t ax  agency] granted a l l  appropr ia t e  supervisory  

powers and f a c i l i t i e s  but  whose assessment r e s p o n s i b i l i t i e s  

would be confined t o  property of types t h a t  customari ly l i e  i n  

more than one d i s t r i c t  and do not  lend themselves t o  piecemeal 

l o c a l  assessment,  t h a t  r equ i re  a p p r a i s a l  s p e c i a l i s t s  beyond t h e  

s p e c i a l i z e d  s k i l l s  of most l o c a l  d i s t r i c t  s t a f f s ,  and t h a t  can 

be more r e a d i l y  discovered and valued by a  c e n t r a l  agency than 

by a  l o c a l  assessment office; or - 85 - 



( i v )  some o t h e r  uniform method of property a s s e s s -  

ment admin i s t ra t ion .  

(9) eva lua te  t h e  present  a d m i n i s t r a t i v e - j u d i c i a l  ap -  

pea l  procedure f o r  assessment review i n  order  t o  determine 

whether taxpayers have ready and inexpensive access  t o  e f f e c t i v e  

l e g a l  remedies,  and make recommendations with respec t  t h e r e t o .  

Sec t ion  3 .  Commission Membership. The governor s h a l l  ap -  

point  t h e  members of t h e  commission and s h a l l  des igndte  the  

chairman t h e r e o f .  The term of  each commissioner author ized 

s h a l l  be [ f o u r ]  yea r s .  Any vacancy on the commission s h a l l  be 

f i l l e d  i n  t h e  same manner a s  o r i g i n a l  appointments t h e r e t o  and 

s h a l l  be f o r  t h e  unexpire term. 

Sec t ion  4.  S t a f f .  The commission may employ. such research 

o r  a d m i n i s t r a t i v e  s t a f f  a s  i t  deems necessary  wi th in  or  without 

the  [ s t a t e  mer i t  system].  

Sec t ion  5.  Hearings. The commission may hold  publ ic  hea r -  

ings  i n  var ious  p a r t s  of the  s t a t e  and p resc r ibe  any necessary  

r u l e s  f o r  the  conduct t h e r e o f .  

Sect ion 6 .  Per Dien and Expenses. Members of the  cormnis- 

s i o n  s h a l l  r ece ive  per diem of $[ ]  f o r  each f u l l  day of 

a t tendance a t  a  meeting of the  commission plus  t h e i r  a c t u a l  and 

necessary expenses incurred i n  the  d ischarge  of t h e i r  o f f i c i a l  

d u t i e s .  Members of the  commission who a r e  s a l a r i e d  members of 

the  l e g i s l a t u r e  o r  f u l l - t i m e  publ ic  o f f i c e r s  o r  employees s h a l l  

not  r ece ive  per diem but s h a l l  be e n t i t l e d  t o  reimbursement f o r  

t h e i r  a c t u a l  and necessary expenses. 

Sect ion 7 .  Duration. Sect ions  1-6 of t h i s  a c t  s h a l l  cease 

t o  be of any fo rce  o r  e f f e c t  on and a f t e r  [ f o u r  years  a f t e r  

e f f e c t i v e  da te  of t h i s  a c t ]  and the commission e s t a b l i s h e d  h e r e -  

by s h a l l  te rminate  a s  of (same d a t e ] .  

Sect ion 8.  Appropriat ion.  [Use t h i s  s e c t i o n  t o  make i n i t i a l  

appropr ia t ion  t o  the  commission.] 

Sect ion 9 .  S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l ause .  ] 

Sect ion 10. E f f e c t i v e  Date. [ I n s e r t  e f f e c t i v e  d a t e . ]  



PROPERTY TAX ORGANIZATION AND ADMINISTRATION 

In 49 of the 50 states (all except Hawaii), property assessment 
administration is a joint state and local responsibility. Most re- 
cent efforts to improve the quality of property assessment have con- 
centrated on making the joint system work better. To knit this two- 
level system into a well-coordinated , smoothly -functioning organiza - 
tion is difficult but possible of accomplishment. 

The prevailing pattern for state-local property tax administra- 
t ion, subject to innumerable variations, is: (1) local assessment 
districts responsible for the bulk of the primary assessing; (2) 
local or county boards of review; (3) county boards of equalization; 
and (4) a state agency or agencies responsible variously for super- 
vision of local assessing, provision of technical aid to local asses- 
sors, hearing taxpayer appeals, interarea equalization of assessment, 
central assessment of some classes of property, and valuation re- 
search. 

The proposal would provide for well-coordinated state-local 
administrative organization with a central directing authority. At 
the state level, administrative responsibilities would be vested in 
a single agency professionally organized and equipped for the job, 
with adequate powers of supervision and regulation clearly defined 
by law. At the local level, county assessment units would be organ- 
ized and staffed so as to make competent assessing feasible. The 
overall goal is to produce a workable apportionment of two-level re- 
spcnsibilities, with careful coordination of assessment standards 
and procedures. 

The suggested legislation vests in the single state agency re- 
sponsibility for assessment supervision and equalization, assessment 
of all state assessed property, and valuation research, with adequate 
powers clearly defined by law. It provides that no assessment dis- 
trict shall be less than countywide, and when, as in many instances, 
counties are too small to comprise efficient assessment districts, 
the bill authorizes the creation of multi-county assessment districts. 
In order to eliminate wasteful duplication of assessment effort; all 
overlapping assesgpent districts (township and municipal) are elimi- 
nated. It also p20vides that county assessors be appointed on the 
basis of demonstrated merit and be subject to removal for good cause 
by the appointing official. 

It should be noted that the suggested. act in setting forth the 
qualifications for assessors and appraisers makes no mention of 
residence requirement. Since it is desirable to encourage the employ- 
ment of assessors and appraisers on a professional basis, the Advi- 
sory Commission on Intergovernmental Relations recommends that states 
omit a residence requirement. If this is to be done, it may be 



necessary  t o  make an appropr ia te  except ion by amending the  r e l e v a n t  
genera l  personnel s t a t u t e s  o r  by w r i t i n g  an a f f i r m a t i v e  exemption 
i n t o  t h i s  s t a t u t e .  

Th i s  d r a f t  l e g i s l a t i o n  draws on Oregon, Maryland, and Kentucky 
exper ience ,  p a r t i c u l a r l y  a s  i t  r e l a t e s  t o  t h e  p rov i s ion  of s t a t e  
t e c h n i c a l  a s s i s t a n c e  t o  l o c a l  assessment j u r i s d i c t i o n s .  

M e s t e d  Legis l a t i o n  

[ T i t l e  should conform t o  s t a t e  requirements.  The 
following i s  a  suggestion:  "An a c t  e s t a b l i s h i n g  a  
d i v i s i o n  of proper ty  t a x a t i o n  wi th in  t h e  [ s t a t e  t a x  
agency];  providing f o r  the  q u a l i f i c a t i o n s ,  du t i e s , and  
r e s p o n s i b i l i t i e s  of county assessors  and r e l a t e d  per-  
sonnel ;  providing f o r  s t a t e -coun ty  r e l a t i o n s  i n  r e -  
spec t  of assessment and a p p r a i s a l  of p roper ty ,  and f o r  
r e l a t e d  purposes.  "1 

(Be i t  enacted,  e t c . )  

1 
Sec t ion  1. Divis ion of Property Taxation.  (a)  There 

s h a l l  be i n  t h e  [ s t a t e  t a x  agency] a  d i v i s i o n  of proper ty  t a x -  

a t i o n ,  h e r e i n a f t e r  c a l l e d  the  "divis ion."  The head of t h e  d i -  

v i s i o n  s h a l l  be t h e  d i r e c t o r ,  appointed by t h e  [head of t h e  

s t a t e  t a x  agency] i n  accordance with the  provis ions  of t h e  

[ s t a t e  mer i t  system law]. The d i r e c t o r  s h a l l  serve  i n  accord- 

ance wi th  the  provis ions  of such law. He s h a i l  have experience 

and t r a i n i n g  i n  the  f i e l d s  of t axa t ion  and proper ty  a p p r a i s a l .  

(b) The employees of the  d i v i s i o n  s h a l l  be i n  t h e  [ s t a t e  

mer i t  s e r v i c e ] .  The d i r e c t o r  may c o n t r a c t  f o r  the  s e r v i c e s  of 

exper t  consu l t an t s  t o  the  d i v i s i o n .  

(c) I n  a d d i t i o n  t o  any d u t i e s ,  powers, o r  r e s p o n s i b i l i t i e s  

otherwise conferred upon t h e  d i v i s i o n ,  it s h a l l  adminis ter  and 

enforce  a l l  laws r e l a t e d  t o  t h e  s t a t e  supervis ion of l o c a l  prop- 

e r t y  t a x  admin i s t ra t ion  and t h e  c e n t r a l  assessment of proper ty  

s u b j e c t  t o  ad valorem t a x a t i o n .  Whenever the  d i v i s i o n  a s s e s s e s  

o r  appra i ses  p roper ty ,  o r  provides s e r v i c e s  t h e r e f o r ,  i t  s h a l l  

1. A s  an a l t e r n a t i v e  f o r  s t a t e s  i n  which o rgan iza t ion  f o r  t ax  
admin i s t ra t ion  i s  d i f f u s e d ,  t h e  agency should be given prominence a s  
a  separa te  department o r  bureau. It may be d e s i r a b l e  t o  have t h e  
c a r e e r  admin i s t ra to r  se rve  under a  multi-member commission appointed 
f o r  overlapping terms.  



p r e s c r i b e  t h e  methods and s p e c i f i c a t i o n s  f o r  such assessment o r  

a p p r a i s a l .  

Sec t ion  2 .  Assessors and Appra i se r s ,  Q u a l i f i c a t i o n s  and 

C e r t i f i c a t i o n .  (a) Except a s  express ly  permit ted  by s t a t u t e ,  

no person s h a l l  perform the  d u t i e s  o r  e x e r c i s e  the  a u t h o r i t y  of 

an a s s e s s o r  o r  a p p r a i s e r  of proper ty  i n  o r  on behalf  of any 

county unless  he i s  the  holder  of an  a s s e s s o r ' s  o r  a p p r a i s e r ' s  

c e r t i f i c a t e ,  a s  t h e  case  may b e ,  i s sued  by t h e  d i v i s i o n .  

(b) The d i v i s i o n  s h a l l  provide f o r  t h e  examination of a p p l i -  

c a n t s  f o r  such c e r t i f i c a t e s .  No c e r t i f i c a t e  s h a l l  be i ssued t o  

any person who has  no t  demonstrated t o  the  s a t i s f a c t i o n  of t h e  

d i v i s i o n  t h a t  he i s  competent t o  perform t h e  work of an  a s s e s -  

s o r  o r  a p p r a i s e r ,  a s  t h e  case  may be;  bu t  any a p p l i c a n t  f o r  a  

c e r t i f i c a t e  who is  denied the  same s h a l l  have a  r i g h t  t o  review 

of such d e n i a l  [ i n  accordance wi th  t h e  s t a t e  a d m i n i s t r a t i v e  

procedure a c t ]  [by  a  c o u r t  of appropr ia te  j u r i s d i c t i o n ] .  

Sec t ion  3. C o l l e c t i o n  and P u b l i c a t i o n  of Proper ty  Tax Data. 
2 

(a) The d i v i s i o n  annual ly  s h a l l  make and i s s u e  comprehensive 

assessment r a t i o  s t u d i e s  of t h e  average l e v e l  of assessment ,  

t h e  degree of assessment uniformity ,  and o v e r a l l  compliance wi th  

assessment requirements f o r  each major c l a s s  of proper ty  i n  each 

county i n  t h e  s t a t e .  I n  o rde r  t o  determine the  degree of a s s e s s -  

ment uniformity  and compliance i n  the  assessment of major c l a s s e s  

of proper ty  wi th in  each county,  t h e  d i v i s i o n  s h a l l  compute the  

average d i s p e r s i o n .  A s  used i n  t h i s  s e c t i o n ,  "average d i s p e r -  

s ion"  means t h e  percentage which the  average of t h e  d e v i a t i o n s  

of t h e  assessment r a t i o  of i n d i v i d u a l  so ld  [ o r  appra i sed]  prop- 

e r t i e s  bears  t o  t h e i r  median r a t i o .  

(b) The d i v i s i o n  may r e q u i r e  a s s e s s o r s  and o t h e r  l o c a l  o f -  

f i c e r s  t o  r e p o r t  t o  i t  d a t a  on assessed va lua t ions  and o t h e r  

2 .  Subsection (a)  of t h i s  s e c t i o n  i s  s i m i l a r  t o  s e c t i o n  3 ,  and 
subsec t ion  (c )  of t h i s  s e c t i o n  i s  s i m i l a r  t o  s e c t i o n  5 of t h e  a c t  
e n t i t l e d  "An a c t  e s t a b l i s h i n g  assessment s tandards  and performance 
measurements; e s t a b l i s h i n g  i n t e r d i s t r i c t  and i n t r a d i s t r i c t  t a x  equal-  
i z a t i o n  procedures,  and f o r  r e l a t e d  purposes.", which appears below. 
Th i s  d u p l i c a t i o n  i s  necessary  because t h e  provis ions  a r e  d e s i r a b l e  
i n  each a c t  s t and ing  a lone .  



f e a t u r e s  of t h e  property t a x  f o r  such per iods  and i n  such form 

and content  a s  t h e  d i v i s i o n  s h a l l  r e q u i r e .  The d i v i s i o n  s h a l l  

s o  cons t ruc t  and mainta in  i t s  system f o r  t h e  c o l l e c t i o n  and 

a n a l y s i s  of proper ty  t a x  f a c t s  a s  t o  enable i t  t o  make i n t r a -  

s t a t e  comparisons a s  we l l  a s  i n t e r s t a t e  comparisons based on 

property t a x  and assessment r a t i o  d a t a  compiled f o r  o the r  s t a t e s  

by the  United S t a t e s  Bureau of t h e  Census, o r  any agency succes-  

s o r  t h e r e t o .  

(c)  The [ s t a t e  t ax  agency] s h a l l  publ ish  annually the  f i n d -  

ings  of the  d i v i s i o n ' s  assessment r a t i o  s t u d i e s  together  wi th  

d i g e s t s  of proper ty  t a x  d a t a .  

Sec t ion  4. Tax Exemption Information.  The county a s s e s s o r  

r e g u l a r l y  s h a l l  a s s e s s  a l l  t ax  exempt proper ty  wi th in  the  county ,  

c a l c u l a t e  the  t o t a l  assessed va lua t ion  f o r  each type of exemp- 

t i o n ,  and compute the  percentages of t o t a l  assessed va lua t ions  

thus exempt. The t o t a l s  and computations thus  made and ob ta ined ,  

toge the r  with summary information on the func t ion ,  scope and 

na tu re  of exempted a c t i v i t i e s ,  s h a l l  be published annual ly  by 

the  county.  

Sec t ion  5 .  Forms. The d i v i s i o n  s h a l l  d e v i s e ,  p r e s c r i b e ,  

[ s u p p l y , ]  and r e q u i r e  the  use of a l l  forms deemed necessary f o r  

e f f e c t i v e  admin i s t ra t ion  of the property t ax  laws. So f a r  a s  

p r a c t i c a b l e  the  forms s h a l l  be uniform, but nothing he re in  s h a l l  

be deemed t o  prevent the  p resc r ib ing  of s u b s t i t u t e  o r  a d d i t i o n a l  

forms where s p e c i a l  circumstances r e q u i r e .  

Sect ion 6 .  Tax Maps. The d i v i s i o n  s h a l l  r equ i re  each county 

a s s e s s o r  t o  mainta in  t ax  maps i n  accordance with s tandards  spec-  

i f i e d  by t h e  d i v i s i o n .  Whenever necessary t o  c o r r e c t  mapping 

d e f i c i e n c i e s ,  t h e  d i v i s i o n  s h a l l  i n s t a l l  s tandard maps or  ap -  

prove mapping plans  and supervise  map product ion.  The [ s t a t e  

t ax  agency] [ s h a l l ]  [may] requ i re  the  county t o  reimburse the  

s t a t e  f o r  t a x  maps i n s t a l l e d  by the  d i v i s i o n .  The amount o r  

amounts of such reimbursement s h a l l  be deposi ted  i n  the  [ s t a t e  



t r e a s u r y ]  t o  the  account of t h e  [ s t a t e  t a x  agency]. 
3 

Sec t ion  7 .  Provis ion of Tax Manuals and Guides. The d i v i -  

s i o n  s h a l l  prepare ,  i s s u e ,  and p e r i o d i c a l l y  r e v i s e  guides f o r  

l o c a l  a s s e s s o r s  i n  the  form of handbooks of r u l e s  and regu la -  

t i o n s ,  a p p r a i s a l  manuals, s p e c i a l  manuals and s t u d i e s ,  c o s t  and 

p r i c e  schedules ,  news and re fe rence  b u l l e t i n s  and d i g e s t s  of 

proper ty  t a x  laws $ u i t a b l y  annota ted.  

Sect ion 8.  Data Processing.  To expedi te  t h e  p repara t ion  of 

assessment r o l l s ,  t a x  r o l l s ,  and t ax  b i l l s ,  t h e  d i v i s i o n  i s  

author ized t o  take  a c t i o n  a s  may be appropr ia te  t o  enable  coun- 

t i e s  t o  r ece ive  the  b e n e f i t s  of modern d a t a  process ing methods. 

Sec t ion  9 .  Provis ion of Engineering,  P ro fess iona l  and Tech- 

n i c a l  Services .  Whenever a  county by o r  pursuant t o  a c t i o n  of 

i t s  [governing board] requests  t h e  [ s t a t e  t a x  agency] t o  pro- 

v ide  engineer ing,  p ro fess iona l  o r  t e c h n i c a l  s e r v i c e s  f o r  t h e  

a p p r a i s a l  or  r e a p p r a i s a l  of p r o p e r t i e s ,  t h e  [ s t a t e  t a x  agency] 

may, wi th in  i t s  a v a i l a b l e  r esources ,  and i n  accord with i t s  

determinat ion of t h e  need t h e r e f o r ,  provide t h e s e  s e r v i c e s .  

The county s h a l l  pay t o  t h e  [ s t a t e  t a x  agency] t h e  a c t u a l  c o s t  

of  t h e  s e r v i c e s  i n  accordance wi th  a  schedule of s tandard f e e s  

and charges fu rn i shed ,  and from time t o  t ime,  r ev i sed  by t h e  

[ s t a t e  t a x  agency].  A l l  payments received by t h e  [ s t a t e  t ax  

agency] pursuant t o  t h i s  s e c t i o n  s h a l l  be deposi ted  i n  t h e  

[ s t a t e  t r e a s u r y ]  t o  t h e  account of the  [ s t a t e  t a x  agency].  

Sect ion 10. Appraisa l  of Major I n d u s t r i a l  and Commercial 

P r o p e r t i e s .  The d i v i s i o n  s h a l l  provide t o  each county or  m u l t i -  

county assessment d i s t r i c t  the  s e r v i c e s  of c e r t i f i e d  a p p r a i s e r s  

f o r  the  a p p r a i s a l  of major i n d u s t r i a l  and connnercial p r o p e r t i e s .  

The p r o p e r t i e s  t o  be appraised s h a l l  be determined by the  d i v i -  

s i o n  a f t e r  c o n s u l t a t i o n  with county a s s e s s o r s .  I n  making such 

determinat ions ,  the  d i v i s i o n  s h a l l  t ake  i n t o  account the  a b i l i t y  

of t h e  county a s s e s s o r  t o  perform such a p p r a i s a l s  with the  r e -  

sources  a t  h i s  d i s p o s a l .  [Provide  f o r  such reimbursement o r  

3. I n  place of the  l a s t  two sentences  of s e c t i o n  6 ,  a  s t a t e  
may p r e f e r  the  following: Costs of map production and i n s t a l l a t i o n  
incur red  pursuant t o  t h i s  s e c t i o n  s h a l l  be county charges .  



county charge a s  may be a p p r o p r i a t e . ]  

Sec t ion  11. I n s p e c t i o n s ,  I n v e s t i g a t i o n s  and S t u d i e s .  The 

d i v i s i o n  may make such i n s p e c t i o n s ,  i n v e s t i g a t i o n s  and s t u d i e s  

a s  qay be necessary f o r  t h e  adequate admin i s t ra t ion  of i t s  r e -  

s p o n s i b i l i t i e s  pursuant t o  t h i s  a c t .  Such i n s p e c t i o n s ,  i n v e s t i -  

ga t ions  and s t u d i e s  may be made i n  cooperat ion with o t h e r  s t a t e  

agenc ies ,  and,  i n  connection the rewi th ,  the  d i v i s i o n  may u t i l i z e  

r e p o r t s  and da ta  of o t h e r  s t a t e  agencies .  

Sec t ion  12.  Tra in ing  Programs. The d i v i s i o n  s h a l l  conduct 

o r  sponsor i n - s e r v i c e ,  p re -en t ry ,  and i n t e r n  t r a i n i n g  programs 

on the  t e c h n i c a l ,  l e g a l ,  and admin i s t ra t ive  aspec t s  of t h e  a s -  

sessment process .  For t h i s  purpose i t  may cooperate with educa- 

t i o n a l  i n s t i t u t i o n s ,  l o c a l ,  r e g i o n a l ,  s t a t e ,  o r  n a t i o n a l  a s s e s -  

s o r s '  o rgan iza t ions ,  and with any o the r  appropr ia te  p ro fess iona l  

o rgan iza t ions .  The d i v i s i o n  may reimburse t h e  p a r t i c i p a t i o n  

expenses incurred by a s s e s s o r s  and o the r  employees of t h e  s t a t e  

and i t s  subd iv i s ions  whose a t tendance a t  in - se rv ice  t r a i n i n g  

programs i s  approved by the d i v i s i o n .  

Sec t ion  13. Enforcement of Assessment and Appraisa l  Stand- 

a r d s .  (a)  I n  o rde r  t o  promote compliance with t h e  requirements - 
of law, t h e  d i v i s i o n  s h a l l  i s s u e  and,  from time t o  t ime,  may 

amend o r  r e v i s e  r u l e s  and regu la t ions  con ta in ing  minimum s tand-  

a rds  of assessment and a p p r a i s a l  performance. Such s tandards  

s h a l l  r e l a t e  t o :  (1) adequacy of t a x  maps and records ;  (2)  

types and q u a l i f i c a t i o n s  of personnel;  (3) methods and s p e c i f i -  

c a t i o n s  f o r  t h e  a p p r a i s a l  or  r e a p p r a i s a l  of p roper ty ;  and (4) 

admin i s t ra t ion .  For f a i l u r e  t o  meet the  s tandards  contained i n  

the  r u l e s  and regu la t ions  the  d i v i s i o n  may suspend, i n  whole o r  

i n  p a r t ,  performance of t h e  assessment o r  a p p r a i s a l  func t ion  by 

a  county.  

(b) I f  the  d i v i s i o n  f inds  t h a t  a  county has  f a i l e d  or  is  

f a i l i n g  t o  meet the  s tandards  contained i n  the  r u l e s  o r  r egu la -  

t i o n s  i n  fo rce  pursuant t o  subsect ion (a) of t h i s  s e c t i o n ,  i t  

s h a l l  n o t i f y  t h e  county assessor  of the  f a c t  and na tu re  of t h e  

f a i l u r e .  The n o t i c e  s h a l l  be i n  w r i t i n g  and s h a l l  be served 

upon the  county a s s e s s o r  and the  [county governing board] .  



(=) I f  w i t h i n  one yea r  from t h e  s e r v i c e  of t h e  n o t i c e  t h e  

f a i l u r e  has  not  been remedied, the  d i v i s i o n  may, a t  any time 

dur ing the  continuance of such f a i l u r e ,  i s s u e  an  order  r e q u i r -  

ing  the  county a s s e s s o r  and [county governing board] t o  show 

cause why t h e  a u t h o r i t y  of the  county with respec t  t o  a s s e s s -  

ments o r  any mat te r  r e l a t e d  t h e r e t o  should not  be suspended, 

s h a l l  s e t  a  time and place  a t  which t h e  d i r e c t o r  of t h e  d i v i s i o n  

s h a l l  hear  the  county a s s e s s o r  and [county governing board] on 

the  o r d e r ,  and a f t e r  t h e  hea r ing  s h a l l  determine whether and t o  

what e x t e n t  the  assessment func t ion  of the  county s h a l l  be s o  

suspended. 

(d) During the  continuance of a  suspension pursuant t o  sub- 

s e c t i o n  (c)  of t h i s  s e c t i o n ,  t h e  d i v i s i o n  s h a l l  succeed t o  t h e  

a u t h o r i t y  and d u t i e s  from which the  county has  been suspended 

and s h a l l  e x e r c i s e  and perform the  same. Such e x e r c i s e  and pe r -  

formance s h a l l  be a  charge on the  suspended county.  The s u s -  

pension s h a l l  cont inue u n t i l  the  d i v i s i o n  f i n d s  t h a t  the  condi-  

t i o n s  respons ib le  f o r  the  f a i l u r e  t o  meet the  minimum standards  

conta ined i n  t h e  r u l e s  and regu la t ions  of the  d i v i s i o n  have been 

c o r r e c t e d .  

(e)  Any county aggrieved by a  determinat ion of the  d i v i s i o n  

made pursuant t o  t h i s  s e c t i o n  o r  a l l e g i n g  t h a t  i t s  suspension 

i s  no longer j u s t i f i e d  may have review of such determinat ion o r  

continued suspension [ a s  provided i n  the  s t a t e  a d m i n i s t r a t i v e  

procedure a c t ]  [by a  c o u r t  of appropr ia te  j u r i s d i c t i o n ] .  

Sec t ion  14. County Assessor.  (a)  On and a f t e r  [January 1, 

19[ ] ]  the  county a s s e s s o r  s h a l l  be appointed by the  [ c h i e f  

execut ive  o f f i c e r  of the  county]  and s h a l l  hold o f f i c e  [ f o r  an 

i n d e f i n i t e  term] [ f o r  a  term of f i v e  y e a r s ] .  No person s h a l l  

be e l i g i b l e  f o r  appointment a s  county assessor  who does not  

hold  an a s s e s s o r ' s  c e r t i f i c a t e  issued by the  d i v i s i o n  pursuant 

t o  s e c t i o n  2 of t h i s  a c t .  

(b) A county assessor  may be removed from o f f i c e  by the  

[ c h i e f  execut ive  o f f i c e r  of the  county] or  by t h e  commissioner 

of  the  [ s t a t e  t ax  agency].  The [ c h i e f  execut ive  o f f i c e r ]  may 



not  remove such a s s e s s o r ,  except f o r  cause and the  c o m i s s i o n e r  

may remove such assessor  only f o r  f a i l u r e  t o  comply with the  

o rde rs  of t h e  d i v i s i o n .  [Add provis ion making appropr ia te  

s t a t u t e  r e l a t i n g  t o  hear ings  and appeals  a p p l i c a b l e ,  or  supply 

procedural  d e t a i l .  ] 

(c)  Notwithstanding any provis ion of t h i s  s e c t i o n ,  any 

county a s s e s s o r  holding o f f i c e  on the  e f f e c t i v e  d a t e  of t h i s  

a c t  by v i r t u e  of e l e c t i o n  by t h e  people s h a l l  be e n t i t l e d  t o  

complete the  term f o r  which he was e l e c t e d .  

[ ( d )  I f  o t h e r  s t a t u t e s  o r  provis ions  of l o c a l  law do no t  

a f f i r m a t i v e l y  empower county a s s e s s o r s  t o  a s s e s s ,  appra i se  and 

c l a s s i f y  p roper ty ,  use t h i s  subsect ion t o  confer  such power.] 

Sect ion 15. Governing Valuat ions .  [Each l o c a l  t ax ing  u n i t ]  

s h a l l  be bound by the  assessed va lua t ions  e s t a b l i s h e d  by t h e  

county assessor  f o r  a l l  property sub jec t  t o  i t s  t ax ing  power. 

Sec t ion  16. Multi-County Assessment ~ i s t r i c t s . ~  (a)  Any 

two o r  more contiguous coun t i es  may e n t e r  i n t o  a n  agreement f o r  

j o i n t  o r  cooperat ive  performance of the  assessment func t ion .  

(b) Such agreement s h a l l  provide fo r :  

(1) the  d i v i s i o n ,  mereger, o r  conso l ida t ion  of admin- 

i s t r a t i v e  funct ions  between o r  among t h e  p a r t i e s ,  o r  the  pe r -  

formance thereof  by one county on behalf  of a l l  t h e  p a r t i e s ;  

(2) the  f inancing of t h e  j o i n t  o r  cooperat ive  under- 

t ak ing  ; 

(3) the  r i g h t s  and r e s p o n s i b i l i t i e s  of the  p a r t i e s  

with respec t  t o  the  d i r e c t i o n  and supervis ion of work t o  be 

performed under t h e  agreement ; 

(4) the  dura t ion  of the  agreement and procedures f o r  

amendment o r  terminat ion t h e r e o f ;  and 

(5) any o t h e r  necessary o r  appropr ia te  m a t t e r s .  

(c)  The agreement may provide f o r  t h e  suspension of t h e  pow- 

e r s  and d u t i e s  of the  o f f i c e  of county a s s e s s o r  i n  any one o r  

more of the  p a r t i e s .  

4 .  The p o s s i b i l i t y  of including t h i s  paragraph may depend i n  a  
p a r t i c u l a r  s t a t e  on c o n s t i t u t i o n a l  o r  s t a t u t o r y  cons ide ra t ions .  



(d) Unless  t h e  agreement p rov ides  f o r  t h e  performance of 

t h e  assessment  f u n c t i o n  by t h e  a s s e s s o r  of one county f o r  and 

on beha l f  of a l l  o t h e r  c o u n t i e s  p a r t y  t h e r e t o ,  t h e  agreement 

s h a l l  p r e s c r i b e  t h e  manner of a p p o i n t i n g  t h e  a s s e s s o r ,  and t h e  

employees of h i s  o f f i c e ,  who s h a l l  s e r v e  pu r suan t  t o  t h e  a g r e e -  

ment.  Each county  p a r t y  t o  t h e  agreement s h a l l  be r e p r e s e n t e d  

i n  t h e  procedure  f o r  choos ing  such a s s e s s o r .  No person  s h a l l  

be  appo in t ed  a s s e s s o r  pu r suan t  t o  an  agreement who could  n o t  be  

s o  appo in t ed  f o r  a  s i n g l e  coun ty .  Except t o  t h e  e x t e n t  made 

neces sa ry  by t h e  mu l t i - coun ty  c h a r a c t e r  of t h e  assessment  agency ,  

q u a l i f i c a t i o n s  f o r  employment a s  a s s e s s o r  o r  i n  t h e  assessment  

agency ,  and te rms  and c o n d i t i o n s  of work s h a l l  be  s i m i l a r  t o  

t h o s e  f o r  t h e  pe r sonne l  of a  s i n g l e  county assessment  agency .  

Any county  may i n c l u d e  i n  any one o r  more of i t s  employee bene-  

f i t  programs an  a s s e s s o r  s e r v i n g  pu r suan t  t o  an  agreement made 

under t h i s  s e c t i o n  and t h e  employees of h i s  assessment  agency.  

As n e a r l y  a s  p r a c t i c a b l e ,  such i n c l u s i o n  s h a l l  be  on t h e  same 

b a s i s  a s  f o r  s i m i l a r  employees of a  s i n g l e  county  o n l y .  An 

agreement p rov id ing  f o r  t h e  j o i n t  o r  c o o p e r a t i v e  performance of 

t h e  assessment  f u n c t i o n  may provide  f o r  such a s s e s s o r  and em- 

ployee coverage i n  county employee b e n e f i t  programs. 

(e) No agreement made pu r suan t  t o  t h i s  s e c t i o n  s h a l l  t a k e  

e f f e c t  u n t i l  i t  h a s  been approved i n  w r i t i n g  by t h e  commission 

of t h e  [ s t a t e  t a x  agency]  and t h e  [ a t t o r n e y  g e n e r a l ] .  

( f )  Copies of any agreement made pursuant  t o  t h i s  s e c t i o n ,  

and of any amendment t h e r e t o ,  s h a l l  be  f i l e d  i n  t h e  o f f i c e  of 

t h e  [ s e c r e t a r y  of s t a t e ]  and t h e  [ s t a t e  o f f i c e  of l o c a l  govern-  

ment ] .  

S e c t i o n  17.  S t a t e  Performance of County Assessment Func t ion .  

The [gove rn ing  boa rd ]  of a  county may, [ b y  r e s o l u t i o n ] ,  r e q u e s t  

t h e  [ s t a t e  t a x  agency]  t o  assume t h e  county assessment  f u n c t i o n  

and t o  perform t h e  same i n  and f o r  t h e  coun ty .  I f  t h e  commis- 

s i o n e r  of t h e  [ s t a t e  t ax  agency]  f i n d s  t h a t  d i r e c t  s t a t e  p e r -  

formance of t h e  f u n c t i o n  i s  neces sa ry  o r  d e s i r a b l e  t o  t h e  eco -  

nomic and e f f i c i e n t  performance t h e r e o f ,  he may d i r e c t  t h e  d i -  

v i s i o n  t o  under take  such performance pursuant  t o  t h e  r e q u e s t .  



Unless otherwise author ized by law, t h e  d i v i s i o n  s h a l l  under- 

t ake  and perform the  funct ion only a f t e r  the  execut ion of a  

s u i t a b l e  agreement between the  county and the  [ s t a t e  t a x  agency] 

providing f o r  r e s p o n s i b i l i t y  f o r  c o s t s .  During the  continuance 

of performance of t h e  county assessment func t ion  by the  d i v i -  

s i o n ,  t h e  o f f i c e  and funct ions  of t h e  county assessor  s h a l l  be 

suspended, and t h e  performance thereof  by the  d i v i s i o n  s h a l l  be 

deemed performance by the  county a s s e s s o r .  

Sec t ion  18. Discontinuance of Cer ta in  Assessors '  Of f i ce .  

On and a f t e r  [ d a t e ]  assessment of proper ty  f o r  purposes of t a x -  

a t i o n ,  unless  pursuant t o  agreement a s  author ized i n  s e c t i o n  16 

of t h i s  a c t ,  s h a l l  be only by t h e  county and s t a t e  i n  accordance 

wi th  law. However, any assessor  i n  o f f i c e  on [ d a t e ]  who i s  

se rv ing  a  f ixed  term a s  provided by s t a t u t e  o r  l o c a l  law may 

cont inue i n  o f f i c e  u n t i l  the  e x p i r a t i o n  of such term, and t h e  

j u r i s d i c t i o n  of which he i s  t h e  a s s e s s o r  s h a l l  continue t o  have 

the  assessment funct ion previously  conferred upon it  u n t i l  t h e  

e x p i r a t i o n  of such term. Any vacancy i n  a n  e l e c t i v e  or  appoin- 

t i v e  o f f i c e  permitted t o  cont inue by reason of t h i s  s e c t i o n  

s h a l l  be f i l l e d  only f o r  t h e  unexpired p o r t i o n  of the  term. 

Sect ion 19. S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l a u s e .  ]  

Sec t ion  20. E f f e c t i v e  Date. [ I n s e r t  e f f e c t i v e  d a t e . ]  



PROPERTY TAX ASSESSMENT STANDARDS AND EQUALIZATION 

The laws of most s t a t e s  provide f o r  t h e  assessment of proper ty  
a t  market value .  Never theless ,  f r a c t i o n a l  assessment i s  a  pervas ive  
p r a c t i c e .  Recent assessment r a t i o  f ind ings  i n d i c a t e  t h a t  on a  n a t i o n -  
wide b a s i s ,  r e s i d e n t i a l  r e a l  e s t a t e  i s  being assessed a t  l e s s  than 
30 percent  of market va lue .  Moreover, most s t a t e s  have not  equal ized 
l o c a l  assessment l e v e l s  a t  any uniform percentage of market value .  

One poss ib le  course  of a c t i o n  i s  f o r  s t a t e  t a x  a u t h o r i t i e s  t o  
o rde r  l o c a l  tax  o f f i c i a l s  t o  r a i s e  depressed assessment l e v e l s  t o  t h e  
l e g a l  va lua t ion  s t andard .  

For s t a t e s  not  wanting t o  t ake  t h i s  approach,  the  c o n f l i c t  be- 
tween law and p r a c t i c e  can be resolved by amending s t a t e  assessment 
laws t o  b r i n g  them i n t o  harmony with f r a c t i o n a l  va lua t ion  p r a c t i c e .  
E i t h e r  of two courses  of a c t i o n  appears t o  be p o s s i b l e .  One, a  
s t a t e  can r e p e a l  t h e  f u l l  va lue  assessment laws, s e l e c t  a  percentage 
f i g u r e  which conforms most nea r ly  t o  p r e v a i l i n g  l o c a l  assessment 
p r a c t i c e s ,  and d i r e c t  t h a t  assessment l e v e l s  be brought i n t o  l i n e  
wi th  t h i s  f r a c t i o n a l  va lua t ion  s t andard .  Two, a  s t a t e  can give  a s -  
s e s s o r s  d i s c r e t i o n  t o  a s s e s s  proper ty  wi thin  t h e i r  r e s p e c t i v e  j u r i s -  
d i c t i o n s  a t  any uniform percentage of c u r r e n t  market value  ( sub jec t  
t o  the  enforcement of a  s p e c i f i c  minimum l e v e l  of assessment) .  I n  
t h i s  case  t h e  s t a t e  supervisory  agency should determine annual ly  by 
assessment r a t i o  s t u d i e s  t h e  average l e v e l  of assessment i n  each 
county and make t h i s  information a v a i l a b l e  t o  taxpayers .  

The d r a f t  l e g i s l a t i o n  incorpora tes  t h e  second approach--the 
f l e x i b l e  l o c a l  assessment s t andard- - re in fo rced  by s t a t e  assessment 
r a t i o  f ind ings .  The requirement of a  minimum l e v e l  guards a g a i n s t  
t h e  danger t h a t  the  q u a l i t y  of a s s e s s i n g  w i l l  d e t e r i o r a t e  i f  t h e  
assessment l e v e l  i s  too  low. 

To secure  in t racoun ty  t ax  e q u a l i z a t i o n ,  the  d r a f t  l e g i s l a t i o n  
r e q u i r e s  a l l  c l a s s e s  of proper ty  wi th in  a  county t o  be assessed  a t  a  
uniform percentage of c u r r e n t  market va lue .  The l e g i s l a t i o n  d i r e c t s  
t h e  s t a t e  t a x  agency t o  make county assessment r a t i o  s t u d i e s  and,  
following the  example s e t  by Oregon, t o  give t h e i r  f ind ings  t h e  wid- 
e s t  poss ib le  c i r c u l a t i o n .  The f e a t u r e s  of t h i s  l e g i s l a t i o n  which 
provide f o r  maximum p u b l i c i t y  t o  be given assessment r a t i o  and r e -  
l a t e d  information a r e  of s p e c i a l  importance because they would fu rn i sh  
knowledge on the  b a s i s  of which admin i s t ra t ion  and compliance could 
be improved. 

To secure  in te rcoun ty  e q u a l i z a t i o n ,  t h e  d r a f t  l e g i s  la  t i o n  d i -  
r e c t s  a t ax ing  u n i t  such a s  a  sewer d i s t r i c t  ly ing  i n  more than one 
county t o  appor t ion i t s  levy among the  coun t i es  i n  which i t  i s  s i t u -  
a t ed  i n  accordance wi th  t h e  market value determinat ions  der ived 



from assessment ratio studies made by the state tax agency. This 
approach, pioneered by Wisconsin, permits an equitable distribution 
of the tax load without state-ordered adjustments in local assessment 
levels. 

Suggested Legis lation 

(Title should conform to state requirements. The 
following is a suggestion: "An act establishing as- 
sessment standards and performance measurements; es- 
tablishing interdistrict and intradistrict tax equli- 
zation procedures, and for related purposes .I1] 

(Be it enacted, etc.) 

Section 1. Definitions. As used in this act: 

(1) "Current market value" means the estimated price a 

property would bring in an open market and under the then pre- 

vailing market conditions in a sale between a willing seller 

and a willing buyer, both conversant with the property and with 

prevailing general price levels. 

(2) "Assessment level" means the percentage relationship 

which the assessed value of taxable property bears to its cur- 

rent market value. 

(3) "Assessment ratio study" means the comparison, on a 

sampling basis, of the current market value determined from the 

best information available which may include, but is not limited 

to appraisals, deed recordings, documentary or tax stamps and 

statements of parties to the transaction with their assessed 

valuations, and the application of statistical procedures to 

determine assessment levels and to measure nonuniformity of as- 

sessments. 

(4) "Average dispersion" means the percentage which the 

average of the deviations of the assessment ratios of individual 

sold [or appraised] properties bears to their median ratio. 

Section 2. Tax Base Determination. All classes of taxable 

property shall be assessed at the same percentage of current 

market value within each county. No assessment level shall be 

lower than ( ) percent of current market value as found by 

the assessment ratio studies made by the divison of property 



taxation [of the state tax agency], hereinafter called the "di- 

vision." Whenever the prevailing general assessment level with- 

in a county, as shown in an assessment ratio study, is below 

the minimum assessment level in force pursuant to this section 

and the division deems it necessary to the proper administration 

of the tax laws to order such uniform percentage adjustments in 

the assessment base, it may issue such order. Whenever such 

prevailing general assessment level is 10 percent or more below 

the minimum assessment level in force pursuant to this section, 

the county assessor shall make such uniform percentage adjust- 

ment in the assessment base as is necessary to secure compliance 

with law. The failure of the division to issue an order pur- 

suant to this paragraph shall be of no evidentiary significance 

in any proceeding for the abatement or modification of an assess- 

ment. 

Section 3. Preparation of Assessment Ratio studies. ' The 
division annually shall make and issue comprehensive assessment 

ratio studies of the average level of assessment, the degree of 

assessment uniformity and overall compliance with assessment re- 

quirements for each major class of property in each county in 

the state. In order to determine the degree of assessment uni- 

formity and compliance in the assessment of major classes of 

property within each county, the division shall compute the 

average dispersion. 

Section 4. Notice to Assessor and [Chief County Fiscal Offi- 

cer]; Hearing. (a) At least (sixty] days prior to the issuance 

of an assessment ratio study, the division shall furnish each 

county assessor and each [chief county fiscal officer] a copy of 

the tentative assessment ratio study for his county. The copy 

shall be accompanied by a notice stating that, unless the asses- 

sor or [chief county fiscal officer] files a written demand for 

a hearing thereon, the tentative assessment ratio study, together 

with all findings, shall be final. 

(b) Upon demand for hearing filed pursuant to subsection (a) 

1. See footnote 2, page 121. 



of  t h i s  s e c t i o n ,  t h e  d i v i s i o n  s h a l l  f i x  a  h e a r i n g .  The h e a r i n g  

s h a l l  be  n o t  l e s s  t han  [ t e n ]  days no r  more t han  [ twenty]  days  

from t h e  d a t e  when t h e  demand t h e r e f o r  i s  r e c e i v e d ,  b u t  i n  no  

event  s h a l l  such h e a r i n g  be  l e s s  t han  [ f i v e ]  days from t h e  d a t e  

n o t i c e  is  se rved  upon t h e  county a s s e s s o r  and [ c h i e f  county 

f i s c a l  o f f i c e r ]  of t h e  county from which a  demand has  been f i l e d .  

(c )  A s  promptly a s  may be a f t e r  such h e a r i n g ,  t h e  d i v i s i o n  

s h a l l  inform t h e  county a s s e s s o r  and [ c h i e f  county f i s c a l  o f f i -  

c e r ]  whether  i t  has  determined t o  make any changes i n  t h e  t e n t a -  

t i v e  assessment  r a t i o  s t u d y ,  and i f  s o ,  of t h e i r  p r e c i s e  con- 

t e n t .  I f  t h e  county a s s e s s o r  o r  [ c h i e f  county  f i s c a l  o f f i c e r ]  

i s  n o t  s a t i s f i e d  w i th  t h e  s t u d y  a s  t hen  proposed t o  be i s s u e d ,  

he  may have review of any f i n d i n g  o r  f i n d i n g s  con ta ined  t h e r e i n  

which formed t h e  b a s i s  of t h e  demand f o r  h e a r i n g ,  [ a s  provided  

i n  t h e  s t a t e  a d m i n i s t r a t i v e  procedure a c t ]  [ b y  a  c o u r t  of ap -  

p r o p r i a t e  j u r i s d i c t i o n ] .  

[ ( d )  For  t h e  purposes of t h i s  s e c t i o n ,  t h e  a s s e s s o r  f o r  a  

mu l t i - coun ty  assessment  d i s t r i c t  s h a l l  be deemed t h e  a s s e s s o r  

i n  and f o r  every  county f o r  which he i s  i n  f a c t  t h e  a s s e s s o r  by 

v i r t u e  of t h e  agreement made pursuant  t o  [ c i t e  a p p r o p r i a t e  s e c -  

t i o n  of s t a t u t e  a u t h o r i z i n g  mu l t i - coun ty  assessment  d i s t r i c t s ] . ]  

S e c t i o n  5 .  P u b l i c a t i o n  of Assessment R a t i o  In fo rma t ion .  I m -  

med ia t e ly  on t h e  i s s u a n c e  t h e r e o f ,  t h e  d i v i s i o n  s h a l l  p u b l i s h  

each of  i t s  assessment  r a t i o  s t u d i e s  and s h a l l  p u b l i s h  a  summary 

of each such s t u d y  i n  convenient  form. The d i v i s i o n  s h a l l  t a k e  

such a d d i t i o n a l  s t e p s  a s  may be a p p r o p r i a t e  t o  d i s semina t e  t o  

t h e  g e n e r a l  p u b l i c  t h e  i n fo rma t ion  con ta ined  i n  i t s  s t u d i e s .  

S e c t i o n  6 .  P rope r ty  Tax E q u a l i z a t i o n .  (a)  Whenever, i n  t h e  

view of  t h e  d i v i s i o n ,  an assessment  r a t i o  f o r  a  p a r t i c u l a r  c l a s s  

of  p r o p e r t y  w i t h i n  a  county d e v i a t e s  t o  t h e  degree  t h a t  a  u n i -  

form adjus tment  i n  t h e  assessment  base  i s  neces sa ry  f o r  t h e  

p rope r  a d m i n i s t r a t i o n  of t h e  t a x  laws ,  t h e  d i v i s i o n  s h a l l  o r d e r  

t h e  connty a s s e s s o r  t o  make uniform ad jus tmen t s  i n  t h e  a s s e s s -  

ment base  a s  a r e  neces sa ry  t o  remove such d e v i a t i o n .  A d e v i a -  

t i o n  of  10 pe rcen t  o r  more s h a l l  r e q u i r e  t h e  d i v i s i o n  t o  i s s u e  

such o r d e r .  The f a i l u r e  of t h e  d i v i s i o n  t o  i s s u e  an o r d e r  



pursuant t o  t h i s  subsec t ion  s h a l l  be of no e v i d e n t i a r y  s i g n i f i -  

cance i n  any proceeding f o r  the  abatement o r  modif ica t ion of an 

assessment.  

(b) I n  any case  where a  [ t a x  levying u n i t  of government] i s  

s i t u a t e d  i n  more than one county,  t h e  s t a t e  and the  [ t a x  levy- 

ing u n i t  of government] s h a l l  appor t ion t h e i r  t a x  l e v i e s  among 

the  var ious  coun t i es  i n  t h e  same propor t ion t h a t  t h e  c u r r e n t  

market value  of t h e  proper ty  s u b j e c t  t o  the  t a x  of the  [ t a x  

levying u n i t  of government] i n  each county bears  t o  t h e  c u r r e n t  

market value of a l l  proper ty  s u b j e c t  t o  t h e  t a x  of the  [ t a x  

levying u n i t  of government]. Such apportionment s h a l l  be based 

upon t h e  c u r r e n t  market va lue  determinat ions  der ived from t h e  

annual assessment r a t i o  s t u d i e s  made by the  d i v i s i o n .  There- 

a f t e r  the  t a x  r a t e s  of t h e  [ t a x  levying u n i t  of government] 

s h a l l  be f ixed  i n  the  r e s p e c t i v e  coun t i es  i n  such manner a s  i s  

c a l c u l a t e d  t o  r a i s e  the  amounts s o  apportioned when app l i ed  t o  

the  assessed  values  t h e r e i n .  

Sect ion 7 ,  S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l a u s e . ]  

Sec t ion  8. E f f e c t i v e  Date. [ I n s e r t  e f f e c t i v e  d a t e . ]  



PROPERTY TAX REVIEW AND APPEAL PROCEDURE 

I n  many s t a t e s  the  h ie ra rchy  of admin i s t ra t ive  and j u d i c i a l  r e -  
view and appeal  agencies  f o r  the p ro tec t ion  of the  property taxpayers 
i s  e l a b o r a t e ;  but  a c t u a l  p r o t e c t i o n  under the  var ious  systems i s  i l-  
lusory because ,  f i r s t ,  t he  t r i b u n a l s  t o  which the  taxpayer must ap- 
peal  a r e  no t  we l l  c o n s t i t u t e d  and s t a f f e d  f o r  the purpose and second, 
the  burden of proving h i s  case i s  too  onerous and c o s t l y .  The smal l  
taxpayer ,  i n  p a r t i c u l a r ,  i s  h e l p l e s s  i f  he has  no simple,  inexpen- 
s i v e ,  and dependable recourse .  While numerous s t a t e s  have been under- 
taking t o  improve assessment admin i s t ra t ion  by such means a s  b e t t e r  
s t a t e  superv i s ion ,  b e t t e r  t r a i n i n g  f o r  a s s e s s o r s ,  s ta tewide reva lua -  
t i o n s ,  experimentation with f r a c t i o n a l  assessment,  and the use of 
assessment r a t i o  s t u d i e s  f o r  e q u a l i z a t i o n  purposes,  they have tended 
t o  ignore t h e  need t o  improve the  procedure f o r  assessment review and 
appea 1. 

Th i s  l e g i s l a t i o n  provides procedures f o r  the  hea r ing  and d e t e r -  
mination of taxpayer p r o t e s t s  of assessments.  Such p r o t e s t s  would 
be heard by county a s s e s s o r s  o r  l o c a l  boards of proper ty  t ax  review 
o r ,  i n  the  case  of s t a t e  assessed p roper ty ,  by t h e  commissioner of 
the  s t a t e  t a x  agency. Appeals could be taken from these  i n i t i a l  r e -  
view agencies t o  a  s t a t e  t ax  c o u r t ,  e s t a b l i s h e d  by the  suggested a c t .  
A t  each l e v e l  of review, emphasis i s  placed on in fo rmal i ty  of pro- 
cedure.  A t  t he  s t a t e  t ax  cour t  l e v e l  a  small  claims procedure i s  
e s t a b l i s h e d  . 

The l e g i s l a t i o n  s p e c i f i c a l l y  provides t h a t  t h e  p a r t i e s  t o  an 
assessment p r o t e s t  proceeding may make use of d a t a  contained i n  a s -  
sessment r a t i o  s t u d i e s .  I n  any proceeding r e l a t i n g  t o  a  p ro tes ted  
assessment the  c o u r t  o r  o the r  review agency i s  d i r e c t e d  t o  accept a s  
conclus ive  evidence of i n e q u i t a b l e  assessment a  proven dev ia t ion  of 
10 percent  o r  more from the  re levan t  county assessment r a t i o  and 
g ran t  appropr ia te  r e l i e f .  

S ince  o the r  provis ions  of the  suggested l e g i s l a t i o n  he re  pre-  
sented make such assessment r a t i o  s t u d i e s  f r e e l y  a v a i l a b l e ,  the  r e -  
s u l t  should be a  s i m p l i f i c a t i o n  of evidence ga the r ing  and presenta-  
t i o n  i n  l i t i g a t i o n  r e l a t i n g  t o  assessments.  The appeals  procedure 
above is  pat terned along the  genera l  l i n e s  of t h e  Maryland and Massa- 
c h u s e t t s  review systems. 

Suggested Legis l a t i o n  

[ T i t l e  should conform t o  s t a t e  requirements.  The 
fol lowing i s  a  suggestion:  "An a c t  providing f o r  pro- 
t e s t s  of assessments ,  e s t a b l i s h i n g  a  s t a t e  t a x  c o u r t ,  
and f o r  r e l a t e d  purposes.  "1 



(Be i t  e n a c t e d ,  e t c . )  

S e c t i o n  1. J u r i s d i c t i o n  t o  Hear P r o t e s t .  A taxpayer  who 

d e s i r e s  t o  p r o t e s t  an  assessment  of h i s  p r o p e r t y  may make such 

p r o t e s t  a s  provided  i n  t h i s  a c t .  J u r i s d i c t i o n  t o  h e a r  and d e t e r -  

mine p r o t e s t  of assessments  s h a l l  be  only  i n  t h e  c o u r t s  and 

agenc i e s .  upon whom such  j u r i s d i c t i o n  i s  c o n f e r r e d  by t h i s  a c t .  

S e c t i o n  2 .  Asses so r s  and Boards of Review. (a)  I n  a l l  

c o u n t i e s  of l e s s  t han  [ I popu la t i on  t h e r e  s h a l l  be a  [ l o c a l  

board of p r o p e r t y  t a x  rev iew]  t o  c o n s i s t  of [ s p e c i f y  membership, 

method of  appoin tment ,  and t e rm] .  Such board s h a l l  h e a r  and 

de termine  assessment  p r o t e s t s ,  and s h a l l  have power t o  a l t e r  o r  

modify any p r o t e s t e d  assessment  i n  o rde r  t h a t  i t  may conform 

wi th  law.  I n  connec t ion  t h e r e w i t h ,  t h e  board may make such r e -  

view of a s se s smen t s  and o r d e r  such e q u a l i z a t i o n  t h e r e o f  a s  may 

be n e c e s s a r y .  A t  any t ime when t h e  county a s s e s s o r  has  i n  h i s  

r e g u l a r  employ [ t h r e e ]  o r  more a p p r a i s e r s  h o l d i n g  a p p r a i s e r ' s  

c e r t i f i c a t e s  i s s u e d  by t h e  d i v i s i o n  of  p rope r ty  t a x a t i o n  [ o f  t h e  

s t a t e  t a x  agency ] ,  h e r e i n a f t e r  c a l l e d  " d i v i s i o n , "  one of  such 

a p p r a i s e r s  s h a l l  s i t  w i th  and a d v i s e  t h e  boa rd ,  b u t  no a p p r a i s e r  

s h a l l  s i t  w i th  t h e  board on i t s  h e a r i n g  o f ,  o r  a d v i s e  t h e  board 

concern ing  any p r o t e s t  of an  assessment  of p r o p e r t y  p r e v i o u s l y  

a p p r a i s e d  by him. 

(b) I n  any county  [ 1 o r  more popu la t i on ,  t h e  county a s -  

s e s s o r  s h a l l  have i n  h i s  r e g u l a r  employ a t  l e a s t  [ t h r e e ]  ap-  

p r a i s e r s  h o l d i n g  a p p r a i s e r ' s  c e r t i f i c a t e s  i s s u e d  by t h e  d i v i s i o n .  

I n  any such coun ty ,  t h e  county a s s e s s o r  s h a l l  have  t h e  f u n c t i o n s  

and j u r i s d i c t i o n  of a  [ l o c a l  board of  p rope r ty  t a x  r ev i ew]  and 

t h e r e  s h a l l  be no such boa rd .  I n  h e a r i n g  and de t e rmin ing  a 

p r o t e s t  of an  assessment  t h e  a s s e s s o r  s h a l l  be a s s i s t e d  by an 

a p p r a i s e r  r e g u l a r l y  employed i n  h i s  o f f i c e  who has  n o t  p r e v i o u s l y  

a p p r a i s e d  t h e  p rope r ty  i n  q u e s t i o n .  

(c )  I f  t h e  assessment  f u n c t i o n  i s  performed by an a s s e s s o r  

a c t i n g  f o r  and on b e h a l f  of more t han  one county a s  provided  i n  

an agreement made pursuant  t o  [ c i t e  a p p r o p r i a t e  s e c t i o n  of s t a t e  

s t a t u t e  a u t h o r i z i n g  mu l t i - coun ty  assessment  d i s t r i c t s ] ,  a  p r o t e s t  



of assessment  s h a l l  be hea rd  and de te rmined  by t h e  a s s e s s o r ' s  

o f f i c e  f u n c t i o n i n g  under  such agreement ,  i f  t h e  o f f i c e  h a s  i n  

i t s  r e g u l a r  employ a t  l e a s t  [ t h r e e ]  a p p r a i s e r s  h o l d i n g  a p p r a i s -  

e r ' s  c e r t i f i c a t e s  from t h e  d i v i s i o n  o r  a  [ l o c a l  board  of p rop-  

e r t y  t a x  r ev i ew]  e s t a b l i s h e d  by t h e  agreement .  

(d) I n  t h e  c a s e  of p r o p e r t y  a s s e s s e d  by t h e  s t a t e ,  n e i t h e r  

a  [ l o c a l  board  of p r o p e r t y  t a x  r ev i ew]  no r  a  county  a s s e s s o r  

s h a l l  have j u r i s d i c t i o n  t o  h e a r  o r  de te rmine  a  p r o t e s t .  Any 

such  p r o t e s t  s h a l l  be hea rd  and de te rmined  by t h e  [head  of t h e  

s t a t e  t a x  agency 1 . 
(e )  Review of d e t e r m i n a t i o n s  of  a  [ l o c a l  board  of p r o p e r t y  

t a x  r e v i e w ] ,  a  county  a s s e s s o r  when a c t i n g  on a  p r o t e s t  of a s -  

s e s smen t ,  and of d e t e r m i n a t i o n s  of t h e  [head  of t h e  s t a t e  t a x  

agency]  when a c t i n g  on a  p r o t e s t  o f  a s s e s s m e n t ,  may be had on ly  

i n  t h e  s t a t e  t a x  c o u r t  a s  e s t a b l i s h e d  i n  s e c t i o n  4 of t h i s  a c t .  

S e c t i o n  3 .  I n i t i a t i o n  of P r o t e s t s .  (a)  Wi th in  [ t h i r t y ]  

days  of h i s  r e c e i p t  of a  n o t i c e  of assessment  o r  r ea s se s smen t  

of p r o p e r t y ,  t h e  owner t h e r e o f  may p r o t e s t  such  assessment  o r  

r ea s se s smen t .  The p r o t e s t  s h a l l  be i n  w r i t i n g  on a  form p ro -  

v ided  by t h e  [ coun ty  a s s e s s o r ]  [ d i v i s i o n ] .  'The p r o t e s t  may i n -  

c l u d e  o r  be accompanied by a  w r i t t e n  s t a t e m e n t  of t h e  grounds 

f o r  t h e  p r o t e s t ,  and may i n c l u d e  a  r e q u e s t  f o r  a  h e a r i n g .  The 

p r o t e s t ,  t o g e t h e r  w i th  t h e  accompanying s t a t e m e n t ,  i f  a n y ,  s h a l l  

be f i l e d  w i th  t h e  county  a s s e s s o r  having  j u r i s d i c t i o n  t o  h e a r  

t h e  p r o t e s t  o r  t h e  [ l o c a l  board of p r o p e r t y  t a x  r e v i e w ] ,  a s  t h e  

c a s e  may b e .  Thereupon,  such county  a s s e s s o r  o r  [ l o c a l  board 

of p r o p e r t y  t a x  r e v i e w ] ,  i f  a  h e a r i n g  h a s  been r e q u e s t e d ,  s h a l l  

f i x  t h e  t ime and p l a c e  where t h e  p r o t e s t  s h a l l  be hea rd  and 

s h a l l  s e r v e  a  n o t i c e  t h e r e o f  on t h e  p r o t e s t i n g  t a x p a y e r .  

(b )  If t h e  t axpaye r  has  r eques t ed  a  h e a r i n g ,  bu t  does n o t  

appea r  i n  p e r s o n ,  he may appear  by a n  a g e n t .  Such agent  s h a l l  

have power t o  appear  f o r  and a c t  on beha l f  of t h e  p r o t e s t -  

i n g  t axpaye r  on ly  i f  t h e  p r o t e s t  s t a t e s  t h e  t a x p a y e r ' s  i n t e n t i o n  

s o  t o  appea r  and c l e a r l y  i d e n t i f i e s  t h e  a g e n t .  

(c )  Any agen t  who appea r s  f o r  o r  w i th  a  t axpaye r  a t  a h e a r -  

i n g  h e l d  pu r suan t  t o  t h i s  s e c t i o n  s h a l l  n o t  be deemed t o  be 



engaged i n  t h e  p r a c t i c e  of any l i c e n s e d  t r a d e  o r  p r o f e s s i o n  by 

reason  of such appearance .  

(d) A t ,  o r  i n  connec t ion  w i t h  any h e a r i n g  h e l d  pu r suan t  t o  

t h i s  s e c t i o n ,  t h e  p r o t e s t i n g  t axpaye r  s h a l l  be e n t i t l e d  t o  t h e  

a s s i s t a n c e  of an  agen t  and such o t h e r  persons  a s  he may wi sh .  

S e c t i o n  4.  Tax Cour t .  (a )  There i s  hereby  e s t a b l i s h e d  t h e  

s t a t e  

be i n  

admin 

judge 

[ w i t h  

s t a t e  

be [ s  

t a x  c o u r t  which,  f o r  a d m i n i s t r a t i v e  purposes o n l y ,  s h a l l  

t h e  [ s t a t e  t a x  agency ] ,  bu t  which s h a l l  be an independent  

s t r a t i v e  t r i b u n a l .  The c o u r t  s h a l l  c o n s i s t  of a  c h i e f  

and [ f o u r ]  a s s o c i a t e  judges ,  appo in t ed  by t h e  governor 

t h e  consen t  of t h e  s t a t e  s e n a t e ]  [ w i t h  t h e  consen t  of t h e  

l e g i s l a t u r e ] .  The te rm of each judge of t h e  c o u r t  s h a l l  

x ]  y e a r s .  The i n i t i a l  appoin tments  s h a l l  be a s  fo l l ows :  

t h e  c h i e f  judge f o r  a  term of f s i x ]  y e a r s ;  one a s s o c i a t e  judge 

f o r  a  te rm of [ two]  y e a r s ;  one a s s o c i a t e  judge f o r  a  term of  

[ t h r e e ]  y e a r s ;  one a s s o c i a t e  judge f o r  a  te rm of [ f o u r ]  y e a r s ;  

and one a s s o c i a t e  judge f o r  a  term of [ f i v e ]  y e a r s .  Vacancies  

on t h e  c o u r t  s h a l l  be f i l l e d  f o r  t h e  unexpired term i n  t h e  same 

manner a s  appoin tments  t o  f u l l  t e rms .  During h i s  con t inuance  

i n  o f f i c e  n e i t h e r  t h e  c h i e f  judge no r  an a s s o c i a t e  judge s h a l l  

have any o t h e r  employment, bu t  s h a l l  devo te  f u l l  t ime t o  h i s  

d u t i e s  a s  such judge.  

(b) S u b j e c t  on ly  t o  rev iew by t h e  [ s t a t e  supreme c o u r t ] ,  t h e  

s t a t e  t a x  c o u r t  s h a l l  have j u r i s d i c t i o n  t o  de te rmine  a l l  a p p e a l s  

from d e t e r m i n a t i o n s  of t h e  [ l o c a l  board of p rope r ty  t a x  r e v i e w ] ,  

t h e  county  a s s e s s o r ,  and t h e  [head  of t h e  s t a t e  t a x  agency]  

r e l a t i v e  t o  p r o t e s t e d  a s se s smen t s .  The s t a t e  t a x  c o u r t  may 

a f f i r m ,  r e v e r s e ,  o r  modify any d e t e r m i n a t i o n  of t h e  [ l o c a l  board  

of p r o p e r t y  t a x  r e v i e w ] ,  county a s s e s s o r  when a c t i n g  on a  p ro -  

t e s t e d  a s se s smen t ,  o r  t h e  [head  of t h e  s t a t e  t a x  agency] when 

a c t i n g  on a  p r o t e s t e d  a s se s smen t .  

(c )  Any t axpaye r  d i s s a t i s f i e d  w i th  t h e  d i s p o s i t i o n  of h i s  

p r o t e s t e d  assessment  by t h e  [ l o c a l  board of p r o p e r t y  t a x  r e v i e w ] ,  

county a s s e s s o r ,  o r  [head  of  t h e  s t a t e  t a x  agency]  may a p p e a l  

t he re f rom t o  t h e  s t a t e  t a x  c o u r t  by f i l i n g  wi th  t h e  c o u r t  a  

w r i t t e n  n o t i c e  of appea l  and s e r v i n g  on t h e  a p p r o p r i a t e  county  



a s s e s s o r  o r  t h e  [head  of t h e  s t a t e  t a x  agency ] ,  a s  t h e  c a s e  may 

b e ,  a  c e r t i f i e d  copy of such n o t i c e .  I n  o r d e r  t o  be  v a l i d  and 

e f f e c t i v e ,  any such n o t i c e  s h a l l  be  f i l e d  and s e rved  w i t h i n  

[ t h i r t y ]  days  of t h e  d i s p o s i t i o n  from which t h e  a p p e a l  i s  t o  be 

t a k e n .  

(d) C o n s i s t e n t  w i t h  t h i s  a c t  and [ c i t e  s t a t u t e s  a p p l i c a b l e  

t o  proceedings  of a d m i n i s t r a t i v e  t r i b u n a l s ] ,  t h e  s t a t e  t a x  c o u r t  

s h a l l  p rov ide  by r u l e  f o r  p r a c t i c e  b e f o r e  i t  and t h e  conduct  of 

i t s  p roceed ings .  

( e )  The s t a t e  t a x  c o u r t  may h e a r  and de te rmine  a l l  i s s u e s  

of f a c t  and of law de novo,  b u t  a  d e t e r m i n a t i o n  of a  [ l o c a l  

board of p r o p e r t y  t a x  r e v i e w ] ,  county  a s s e s s o r ,  o r  t h e  [head  of  

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

preponderance  of t h e  ev idence .  

( f )  I f  a  p r o t e s t e d  assessment  cannot  o the rwi se  be brought  

i n t o  con fo rmi ty  w i th  law, t h e  s t a t e  t a x  c o u r t  may o r d e r  such 

ad ju s tmen t s  w i th  r e s p e c t  t o  o t h e r  a s se s smen t s  of p r o p e r t y  a s  

a r e  n e c e s s a r y  t o  produce f u l l  con fo rmi ty  w i th  law. 

(g) Appeals  from d e t e r m i n a t i o n s  of t h e  s t a t e  t a x  c o u r t  may 

be t a k e n  t o  t h e  [ s t a t e  supreme c o u r t ]  on ly  on q u e s t i o n s  of l aw.  

[ P r o v i d e  procedures  f o r  a p p e a l s  t o  t h e  s t a t e  supreme c o u r t . ]  

S e c t i o n  5 .  Taking  of Test imony.  ( a )  Any judge of t h e  s t a t e  

t a x  c o u r t ,  o r  any employee of such c o u r t ,  d e s i g n a t e d  i n  w r i t i n g  

f o r  t h e  purpose by t h e  c h i e f  judge ,  may a d m i n i s t e r  o a t h s ,  and 

t h e  c o u r t  may summon and examine w i t n e s s e s  and r e q u i r e  by sub -  

poena t h e  p roduc t ion  of any r e t u r n s ,  books ,  p a p e r s ,  documents ,  

co r r e spondence ,  and o t h e r  ev idence  p e r t i n e n t  t o  t h e  m a t t e r  under 

i n q u i r y ,  a t  any d e s i g n a t e d  p l a c e  of h e a r i n g ,  and may a u t h o r i z e  

t h e  t a k i n g  of a  d e p o s i t i o n  b e f o r e  any person  competent t o  admin- 

i s t e r  o a t h s .  I n  t h e  c a s e  of a  d e p o s i t i o n ,  t h e  tes t imony s h a l l  

be reduced t o  w r i t i n g  by t h e  person  t a k i n g  t h e  d e p o s i t i o n  o r  

under h i s  d i r e c t i o n  and t he  d e p o s i t i o n  s h a l l  t hen  be s u b s c r i b e d  

by t h e  deponent .  

(b) The p ro t e s . t i ng  t axpaye r  whose assessment  i s  i n  q u e s t i o n  

and t h e  county  a s s e s s o r  o r  [ h e a d  of t h e  s t a t e  t a x  agency]  may 

o b t a i n  an  o r d e r  of t h e  s t a t e  t a x  c o u r t  summoning w i t n e s s e s  o r  



r e q u i r i n g  t h e  p roduc t ion  of any r e t u r n s ,  books,  p a p e r s ,  docu- 

ments ,  cor respondence  and o t h e r  ev idence  p e r t i n e n t  t o  t h e  m a t t e r  

under i n q u i r y  i n  t h e  same manner i n  which w i t n e s s e s  may be sum- 

moned and ev idence  may be r e q u i r e d  t o  be produced f o r  t h e  p u r -  

pose of t r i a l s  i n  t h e  [ c o u r t  of a p p r o p r i a t e  j u r i s d i c t i o n ] .  Any 

w i t n e s s  summoned o r  whose d e p o s i t i o n  i s  t aken  s h a l l  r e c e i v e  t h e  

same f e e s  and mi leage  a s  w i t n e s s e s  i n  t h e  [ c o u r t  of a p p r o p r i a t e  

j u r i s d i c t i o n ]  . 
S e c t i o n  6 .  Small  Claims.  (a )  The s t a t e  t a x  c o u r t  s h a l l  e s -  

t a b l i s h  by r u l e  a  sma l l  c l a ims  procedure  which,  t o  t h e  g r e a t e s t  

e x t e n t  p r a c t i c a b l e ,  s h a l l  be i n f o r m a l .  The c o u r t  s h a l l  t a k e  

s p e c i a l  c a r e  t o  p rov ide  a l l  p r o t e s t i n g  t a x p a y e r s ,  wherever  l o -  

c a t e d  w i t h i n  t h e  s t a t e ,  r ea sonab le  and convenient  a c c e s s  t o  t h e  

c o u r t ,  and s h a l l  s i t  a t  such t imes  and p l a c e s  a s  may be  app ro -  

p r i a t e  t o  promote such a c c e s s i b i l i t y .  

(b)  Any p r o t e s t i n g  taxpayer  who, pu r suan t  t o  t h e  d i s p o s i t i o n  

of h i s  p r o t e s t  b y  t h e  county a s s e s s o r ,  [ l o c a l  board of  p r o p e r t y  

t a x  r e v i e w ] ,  o r  [head  of t h e  s t a t e  t a x  agency ] ,  would i n c u r  a  

t a x  l i a b i l i t y  of  l e s s  t h a n  $[1 ,000 .00]  by r ea son  of t h e  p r o t e s t e d  

assessment  i n  t h e  f i r s t  y e a r  t o  which such assessment  a p p l i e s  

may e l e c t  t o  employ such procedure  t o  a p p e a l  from such d i s p o s i -  

t i o n ,  upon payment of a  $ [2 .00 ]  f i l i n g  f e e .  

(c )  The a p p e l l a n t  s h a l l  f i l e  w i th  t h e  s t a t e  t a x  c o u r t  a 

w r i t t e n  s t a t emen t  of t h e  f a c t s  i n  t h e  c a s e ,  t o g e t h e r  w i th  a 

waiver  of t h e  r i g h t  t o  appea l  t o  t h e  [ s t a t e  supreme c o u r t ] .  

The s t a t e  t a x  c o u r t  s h a l l  cause  a  n o t i c e  of t h e  appea l  and a  

copy of such s t a t emen t  t o  be s e rved  on t h e  county a s s e s s o r  o r  

[head  of t h e  s t a t e  t a x  agency] whose assessment  i s  i n  q u e s t i o n .  

I f  t h e  s o l e  de fense  o f f e r e d  i s  t h a t  t h e  p r o p e r t y  was n o t  o v e r -  

a s s e s s e d ,  no f u r t h e r  p l ead ings  s h a l l  be r e q u i r e d .  

S e c t i o n  7 .  Appeal t o  [ S t a t e  Supreme C o u r t l ,  [Use t h i s  s e c -  

t i o n  t o  provide  procedure  f o r  a p p e a l  of t a x  c o u r t  d e t e r m i n a t i o n s  

t o  s t a t e  supreme c o u r t . ]  

S e c t i o n  8 .  E f f e c t  of Assessment R a t i o  Evidence.  (a) Repor ts  

of assessment  r a t i o s  con ta ined  i n  assessment  r a t i o  s t u d i e s  of 

t h e  d i v i s i o n  s h a l l  be  c o n c l u s i v e  ev idence  of what t h e  r e p o r t e d  



r a t i o  i s  i n  f a c t ,  u n l e s s  a  p a r t y  t o  such proceedings  e s t a b l i s h e s  

t h a t  such r a t i o  i s  n o t  suppor ted  by s u b s t a n t i a l  ev idence  o r  was 

de r ived  o r  e s t a b l i s h e d  i n  a  manner c o n t r a r y  t o  law. 

(b)  I n  any proceeding  r e l a t i n g  t o  a  p r o t e s t e d  assessment  i t  

s h a l l  be  a  s u f f i c i e n t  de fense  of such assessment  t h a t  i t  i s  a c -  

c u r a t e  w i t h i n  r ea sonab le  l i m i t e s  of  p r a c t i c a l i t y ;  b u t  a  proven 

d e v i a t i o n  of t e n  pe rcen t  o r  more from t h e  r e l e v a n t  county a s s e s s  

ment r a t i o  s h a l l  e s t a b l i s h  c o n c l u s i v e l y  t h e  i n v a l i d i t y  of such 

d e f e n s e .  

S e c t i o n  9 .  S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l a u s e . ]  

S e c t i o n  10 .  E f f e c t i v e  Date .  [ I n s e r t  e f f e c t i v e  d a t e . ]  



REAL ESTATE TRANSFER TAX 

With r e p e a l  of the Federa l  r e a l  e s t a t e  t r a n s f e r  t a x ,  the  
s t a t e s  may wish t o  cons ider  imposing such a  tax .  T h i r t y  s t a t e s ,  
t h e  D i s t r i c t  of Columbia, and a  number of l o c a l  governments 
a l ready  do so:  some f o r  revenue purposes only;  o t h e r s  f o r  i t s  
byproduct va lue  a s  we l l - - fo r  t he  information on r e a l  e s t a t e  p r i c e s  
such a  t ax  provides,  u s e f u l  i n  assessment of r e a l  e s t a t e  f o r  
proper ty  t ax  purposes. 

The accompanying suggested l e g i s l a t i o n  i s  based i n  p a r t  on 
the  West V i rg in i a  "Realty Transfer  Tax" s t a t u t e  (W. Va. Code, Ch. 11, 
A r t .  22). The suggested d r a f t  language inc ludes ,  i n  a d d i t i o n  t o  
the  usua l  provis ions  f o r  imposi t ion and c o l l e c t i o n  of t h e  t a x ,  
wi th  d e f i n i t i o n s  and exemptions, a  provis ion  (Sect ion 4) r e q u i r -  
ing  t h a t  a  sworn s tatement  o f  the  a c t u a l  s e l l i n g  p r i c e  o r  cu r r en t  
market va lue  of t he  t r a n s f e r r e d  proper ty  be a t tached  t o  each deed 
presented f o r  r eco rda t ion ,  A provis ion  of t h i s  kind would s t r eng then  
admin i s t r a t i on  of t h e  tax and f a c i l i t a t e  the  ready a v a i l a b i l i t y  of 
s a l e s  p r i c e  d a t a  f o r  sales-assessment  r a t i o  s t u d i e s  i n  connect ion 
wi th  proper ty  t a x  admin i s t r a t i on .  

M - e s t e d  L e g i s l a t i o n  

[ T i t l e  should conform t o  s t a t e  requirements.  The 
fol lowing i s  a suggest ion:  "An a c t  imposing a  r e a l  
e s t a t e  t r a n s f e r  t a x  ." 1 

(Be i t  enac ted ,  e t c . )  

1 Sect ion  1. Def in i t i ons .  As used i n  t h i s  a c t :  

2 (1) "Deed" means [ i n s e r t  t he  d e f i n i t i o n  appl ied  i n  the  

3 s t a t e ' s  law p e r t a i n i n g  t o  r e a l  e s t a t e ] .  

4 (2) "Registrar"  means f i n s e r t  t i t l e  of l o c a l  o f f i c i a l  

5 respons ib le  f o r  record ing  deeds ] . 
6 (3) "Value" means: (i) i n  the  case  of any deed not  a  

7 g i f t ,  the  amount of the  full a c t u a l  cons ide ra t ion  t h e r e f o r ,  



paid or t o  be paid, including the  amount of any l i e n  or  l i e n s  

thereon; and ( i i )  i n  the case of a g i f t ,  or any deed wi th  

nominal consideration or without s t a t e  consideration,  t h e  

estimated pr ice  the  property would bring i n  an open market 

and under the  then prevai l ing market condit ions i n  a s a l e  

between a w i l l i n g  s e l l e r  and a wi l l ing  buyer, both conversant 

with the property and with prevai l ing general  pr ice  l eve l s .  

Section 2. Imposition of Tax. A t a x  i s  imposed a t  the  

r a t e  of LT f o r  each $ of value or  f r ac t ion  thereof7 
- 

L'- per centum of the  valugl ,  which value i s  declared i n  

t h e  a f f i d a v i t  required by Section 4,  upon the  p r iv i l ege  of 

t r ans fe r r ing  t i t l e  t o  r e a l  property. 

Section 3. Collection of Tax. 

(a) I f  any deed evidencing a t r a n s f e r  of t i t l e  subject  t o  

the  t a x  here in  imposed i s  offered f o r  recordation,  the  ~ E e ~ i s -  

traLT s h a l l  a sce r t a in  and compute the  amount of the  t a x  due 

thereon and s h a l l  c o l l e c t  such amount as  p re requ i s i t e  t o  

acceptance of the  deed fo r  recordation.  

(b) The amount of t a x  s h a l l  be computed on the  bas i s  of 

the  value of the  t r ans fe r red  property as  s e t  f o r t h  i n  the  

a f f i d a v i t  required by Section 4 of t h i s  ac t .  

Section 4. ~ e c l a r a c i o n  of Value. 

(a) Each deed evidencing a t r a n s f e r  of t i t l e  subject  t o  

the  t a x  as  here in  provided s h a l l  have appended the re to  an 



a f f i d a v i t  of t h e  p a r t i e s  t o  the  t ransact ion or  t h e i r  l e g a l  

representa t ives  declar ing the  value of the  property t r a n s -  

fer red.  I f  t h e  t r a n s f e r  i s  not subject  t o  t h e  t a x  a s  here in  

provided, the  a f f i d a v i t  s h a l l  speci fy  the  reasons f o r  t h e  

exempt ion. 

(b) The form of a f f i d a v i t  s h a l l  be prescribed by the  

L z a t e  t a x  agencxi which s h a l l  provide an adequate supply of 

such forms t o  each ~,e~istra~T i n  the  s t a t e .  

(c) The L&ist raLi  s h a l l  t ransmit  two t r u e  copies of t h e  

a f f i d a v i t  t o  the  & s e s s o L ~  who s h a l l  i n s e r t  t h e  most recent  

assessed value of each parcel  of t h e  t r ans fe r red  property on 

both copies and s h a l l  t ransmit  one copy t o  the  ~ F t a t e  t a x  

Section 5. Disposit ion of Proceeds. ~ r n s e r t  appropr ia te  

- 1 language a s  t o  d i spos i t ion  of proceeds,/ 
- - 

Section 6. Powers and Duties of / s t a t e  t a x  agency/. 

(a) The ~ F t a t e  t a x  agencrT may prescr ibe  such r u l e s  and 

regula t ions  as  reasonably necessary t o  facilitate and expedi te  

the  imposition, co l l ec t ion ,  and administrat ion of t h e  t a x  

imposed pursuant t o  t h i s  ac t .  

Disposit ion of the  proceeds i s  a matter f o r  s t a t e  policy de te r -  
mination. Some sua tes  w i l l  wish t o  use the  e n t i r e  proceeds f o r  
s t a t e  purposes. Others w i l l  wish t o  share the  r e a l  e s t a t e  t r a n s -  
f e r  t a x  with t h e i r  l o c a l  governments; s t i l l  o the r s  w i l l  make t h e  
e n t i r e  proceeds ava i l ab le  t o  t h e i r  l o c a l  governments. 



(b) ~ y f  not already provided by applicable s t a t u t e s  

i n s e r t  add i t iona l  subsections conferring such powers and 
- 

imposing such du t i e s  a s  the  Ls ta te  t a x  asencrT may need t o  

compel the  production of taxpayer records,  t o  extend t h e  time 

f o r  t h e  f i l i n g  of the  declara t ion of value,  and t o  provide 
- 

f o r  refunding erroneous payments,/ 

Section 7. Penalty f o r  Recording Without Tax. Any 

LKegistraLT who w i l l f u l l y  s h a l l  record any deed upon which a 

t a x  i s  imposed by t h i s  a c t  without co l l ec t ing  the  proper 

amount of t a x  required by t h i s  ac t  based on the  declared 

value indicated i n  t h e  a f f i d a v i t  appended t o  such deed s h a l l ,  

upon conviction,  be f ined ~.ift~ d o l l a r s  ($5017 for each 

offense . 
Section 8. Penalty f o r  Fals i fy ing Value. Any person who 

s h a l l  w i l l f u l l y  f a l s i f y  the  value of t r ans fe r red  r e a l  e s t a t e  

on the  a f f i d a v i t  required by Section 4 of t h i s  a c t  s h a l l ,  upon 

conviction,  be subject  t o  a f i n e  of not more than f$1,000 or 

t o  imprisonment of not more than one year,  or t o  both such 

f i n e  and imprisonment-7 f o r  each offense. 

Section 9. Exemptions. The t ax  imposed by t h i s  a c t  s h a l l  

not apply t o  a t r ans fe r  of t i t l e :  

(I) recorded pr ior  t o  the  e f f e c t i v e  da te  of t h i s  a c t ;  

(2) t o  the United S t a t e s  of America, t h i s  s t a t e ,  or any 

ins t rumenta l i ty ,  agency, or subdivision thereof ;  



(3) solely in order to provide or release security for 

a debt or obligation; 

( 4 )  which confirms or corrects a deed previously recorded; 

(5) between husband and wife, or parent and child with 

only nominal actual consideration therefor; 

(6) on sale for delinquent taxes or assessments; 

( 7 )  on partition; 

( 8 )  pursuant to mergers of corporations; 

( 9 )  by a subsidiary corporation to its parent corporation 

for no consideration, nominal consideration, or in sole con- 

sideration of the cancellation or surrender of the subsidiary's 

stock. 

Section 10. Effective Date. ~Tnsert effective date,T 



STATE TAX POLICIES TO COMBAT INTERLOCAL DISPARITIES 
I N  METROPOLITAN AREAS 

It i s  i n  t h e  p u b l i c  i n t e r e s t  t h a t  l o c a l  j u r i s d i c t i o n s  i n  metro-  
p o l i t a n  a r e a s  provide  t h e i r  r e s i d e n t s  and b u s i n e s s e s  w i t h  a  r ea sonab ly  
comparable l e v e l  o f  b a s i c  government s e r v i c e s .  This  is  d i f f i c u l t  
when t a x a b l e  w e a l t h ,  income, and bus ines s  a c t i v i t y  a s  w e l l  a s  t h e  
need f o r  governmental s e r v i c e s  v a r y  d r a s t i c a l l y  among t h e  s e v e r a l  
j u r i s d i c t i o n s  compr is ing  t h e  a r e a .  It i s  made doubly d i f f i c u l t  when 
s t a t e  f i s c a  1 p o l i c i e s  encourage t h e  p r o l i f e r a t i o n  o f  l o c a l  governments 
because t h e  s m a l l e r  t h e  governmental  u n i t s  t h e  g r e a t e r  t h e  l i k e l i h o o d  
o f  wider  f i s c a l  d i s p a r i t i e s  among them. 

The l a r g e r  t h e  geographic  a r e a  f o r  which governmental  s e r v i c e s  
a r e  p rov ided ,  t h e  g r e a t e r  t h e  o p p o r t u n i t y  t o  e q u a l i z e  t h e  l e v e l  o f  
s e r v i c e s  f i nanced  from the  f i s c a l  r e sou rces  o f  t h e  geographic  a r e a .  
Thus, a  broad-based s t a t e  t a x  draws funds from a l l  p a r t s  of  t h e  s t a t e ,  
weal thy  and poor ,  i n  accordance  wi th  t h e  way i n  which i t s  t a x a b l e  
base i s  d i s t r i b u t e d .  The s t a t e  can  then  p rov ide  a  comparable l e v e l  
o f  s e r v i c e s  throughout  i t s  a r e a ,  r e g a r d l e s s  o f  where t h e  money i s  
c o l l e c t e d .  S t a t e  func t iona  1 g r a n t s - i n - a i d  t o  l o c a l  governments can  
be d i s t r i b u t e d  w i t h  t h e  same e f f e c t ,  s o  a s  t o  m i t i g a t e  i n t e r l o c a l  
d i s p a r i t i e s .  

The advantages  of  s t a t e w i d e  f i n a n c i n g  can  a l s o  be r e a l i z e d  by 
t h e  s h a r e d - t a x  d e v i c e ,  provided t h e  proceeds a r e  sha red  on some e q u a l -  
i z i n g  b a s i s .  Michigan, f o r  example, d i s t r i b u t e s  p a r t  o f  i t s  s a l e s  
t a x  revenue t o  c i t i e s  and towns i n  p ropor t i on  t o  popu la t i on ,  and 
most o f  t h e  remainder  t o  s choo l  d i s t r i c t s  on the  b a s i s  o f  an  e q u a l i z a -  
t i o n  formula .  I n t e r l o c a  1 d i s p a r i t i e s  a r e  aggrava ted  when a  s t a t e  
s h a r e s  income o r  consumer t axes  w i th  i t s  l o c a l i t i e s  s o l e l y  on t h e  
b a s i s  o f  o r i g i n  of  c o l l e c t i o n s  ( i . e . ,  r e s i d e n c e  i n  t h e  c a s e  o f  pe r -  
s o n a l  income t a x e s ;  p l ace  where t h e  s a l e  i s  made i n  t h e  ca se  o f  con- 
sumer t a x e s )  because income and commercial a c t i v i t y  a r e  unequa l ly  
d i s t r i b u t e d  among l o c a l  j u r i s d i c t i o n s .  For example, where p a r t  o f  
a  s t a t e  income t a x  i s  r e t u r n e d  t o  i n c o r p o r a t e d  p l aces  on t h e  b a s i s  o f  
t h e  r e s i d e n c e  o f  t a x p a y e r ,  a s  i n  Wisconsin,  1  weal thy  c i t i z e n s  a r e  
encouraged t o  s e t t l e  i n  t h e  suburbs  and t o  i n c o r p o r a t e  s a t e l l i t e  
communit ies .  By t h e  same token ,  i f  s t a t e  s a l e s  t a x  c o l l e c t i o n s  a r e  
r e t u r n e d  t o  t h e  j u r i s d i c t i o n  i n  which they  o r i g i n a t e ,  l a r g e  suburban 
shopping c e n t e r s  beyond c i t y  boundar ies  a r e  encouraged t o  i n c o r p o r a t e  
i n t o  s e p a r a t e  m u n i c i p a l i t i e s  I n  both i n s t a n c e s ,  much o f  t h e  t a x a b l e  
wea l th  of  t h e  c e n t r a l  c i t y  would be chipped away and i t s  f i s c a l  capac-  
i t y  t o  provide  adequate  governmental s e r v i c e s  d imin i shed .  

I n c r e a s i n g l y ,  a s  t h e  d e s i r e  f o r  more and b e t t e r  l o c a l  govern-  
ment s e r v i c e s  grows and p rope r ty  t a x  burdens approach economic and 
l e g a l  c e i l i n g s ,  m e t r o p o l i t a n  communities can be expec ted  t o  p re s s  
s t a t e  l e g i s  l a t u r e s  f0.r nonproperty t a x i n g  powers. When a u t h o r i z i n g  
such l o c a l  nonproper ty  t a x e s ,  s t a t e s  should  c o n s i d e r  t h e i r  p o s s i b l e  

1. Wisconsin S t a t u t e s ,  Chapter  71, S e c t i o n  71.14.  



e f f e c t  upon l o c a l  government organiza t ion .  By au tho r i z ing  countywide o r  
even metropol i tan-areawide l o c a l  s a l e s  o r  income t a x e s ,  t he  s t a t e s  can  d i s -  
courage p r o l i f e r a t i o n  of l o c a l  governments and r e l i e v e  some of t he  f i s c a l  
d i s p a r i t i e s  between contiguous l o c a l i t i e s .  Under the  county-preemption 
approach c i t i e s  a r e  allowed t o  enac t  a  supplement t o  t he  s t a t e  s a l e s  t ax  
only i f  the  county has not  done so .  Once a  countywide s a l e s  t a x  i s  enac ted ,  
however, t he  c i t y  taxes  a r e  i n v a l i d ,  and the  county tax i s  shared wi th  a l l  
the  c i t i e s  on a  per  c a p i t a  b a s i s .  Suggested l e g i s l a t i o n  along these  l i n e s  
appears on p.  118. 

I n  c o n t r a s t ,  the ci ty-preemption approach t o  l o c a l  s a l e s  t a x a t i o n ,  
adopted by C a l i f o r n i a ,  tends t o  encourage municipal  i nco rpora t ion .  There,  
both count ies  and c i t i e s  a r e  au thor ized  t o  impose a  supplement t o  t he  s t a t e  
s a l e s  tax .  The county and c i t y  s a l e s  taxes  toge ther  may no t  exceed one 
percent .  I f  both the  county and c i t y  levy such a  t a x ,  the county i s  r e -  
qu i red  t o  a l low a c r e d i t  f o r  the  c i t y  t ax .  Thus, a  c i t y  can preempt the  
e n t i r e  l o c a l  s a l e s  t ax  t h a t  o r i g i n a t e s  w i t h i n  i t s  j u r i s d i c t i o n .  I n  t hese  
circumstances,  it could be advantageous f o r  a  group of people l i v i n g  i n  
the  unincorporated p a r t  of a  county t o  i nco rpora t e  around a  l a rge  suburban 
shopping c e n t e r  and thus r e t a i n  the  s a l e s  t ax  i n  i t s  own j u r i s d i c t i o n .  

When a u t h o r i t y  f o r  l o c a l  income o r  s a l e s  taxes  i s  l imi t ed  t o  c i t i e s ,  
i t  has the  same p r o l i f e r a t i o n - d i s p a r i t y  e f f e c t s  a s  a  s t a t e - sha red  t a x  
d i s t r i b u t e d  on an o r i g i n  b a s i s .  Wealthy c e n t r a l  c i t y  r e s i d e n t s  s u b j e c t  t o  
l o c a l  income taxes  lev ied  t o  f inance  c o s t l y  pub l i c  municipal  s e r v i c e s ,  such 
a s  educa t ion ,  pub l i c  w e l f a r e ,  and crime prevent ion ,  the  c o s t s  of which a r e  
a t t r i b u t a b l e  mainly t o  t he  economically disadvantaged r e s i d e n t s ,  may w e l l  
move out .  Their  l o c a l  taxes  would thereby c o n t r i b u t e  noth ing  t o  t he  c e n t r a l  
c i t y  from which they ea rn  t h e i r  l i ve l ihood .  Michigan has mi t iga t ed  t h i s  
problem by coupl ing  t h e  a u t h o r i t y  f o r  a  municipal  income t a x  wi th  the  r e -  
quirement t h a t  the  proceeds be shared equa l ly  by both the  c i t y  of r e s idence  
and the  c i t y  of employment i f  both levy the  tax .3  However, the  county o r  
metropol i tan-areawide approach t o  l o c a l  s a l e s  o r  income t a x a t i o n  i s  p r e f e r -  
ab l e .  

The county-preemption approach t o  l o c a l  s a l e s  t a x a t i o n  i s  adaptab le  
f o r  use i n  mult i -county met ropol i tan  a r e a s .  A s t a t e  which con ta ins  such 
a reas  could r e q u i r e  concomitant enactment of t he  l o c a l  s a l e s  t a x  by a l l  
coun t i e s  i n  the  met ropol i tan  a rea .  Maryland adopted t h i s  approach i n  1965 
when i t  author ized  t h e  c i t y  of Bal t imore,  Baltimore County, and Anne Arundel 
County, comprising the  Baltimore me t ropo l i t an  a r e a ,  t o  impose a  s a l e s  t ax  
supplement t o  t he  s t a t e  genera l  s a l e s  t a x  by "mutual and unanimous agreement."4 
Suggested l e g i s l a t i o n  based on the  Maryland law appears  on p.  121. 

2. C a l i f o r n i a  Revenue and Taxation Code, Sec t ion  7200. 
3 .  Compiled Laws of the  S t a t e  of Michigan, 1948, Sec. 141.501- 

141.699 (Act 284 of 1964). 
4. Annotated Code of Maryland, 1957, A r t .  81,  Sec. 411A. The com- 

muni t ies  involved have no t  ac ted  upon t h i s  au tho r i za t ion .  



An at tempt  t o  accomplish a  s i m i l a r  ob jec t ive  i n  t he  Denver a r ea  was 
h a l t e d  by the  Colorado Supreme Court.  The s t a t e  l e g i s l a t u r e  adopted an 
enabl ing  a c t  i n  1961 au tho r i z ing  Denver and the  t h r e e  coun t i e s  i n  t h e  Denver 
met ropol i tan  a r e a  t o  e s t a b l i s h  a  met ropol i tan  c a p i t a l  improvement d i s t r i c t  
t o  be f inanced by a  2 percent  areawide s a l e s  tax.5 The Denver Metropol i tan  
C a p i t a l  Improvement D i s t r i c t  began t o  c o l l e c t  t he  2  percent  s a l e s  t a x  i n  
January 1962, t he  proceeds t o  be a l l o c a t e d  t o  t h e  r e spec t ive  j u r i s d i c t i o n s  
on a  per  c a p i t a  b a s i s .  However, t he  s t a t e  Supreme Court dec lared  t h e  s t a t e  
enabl ing a c t  u n c o n s t i t u t i o n a l  on the  ground t h a t  i t  i n t e r f e r e d  wi th  the  home 
r u l e  powers granted by the  s t a t e  c o n s t i t u t i o n  t o  one of the m u n i c i p a l i t i e s  
encompassed by the  c a p i t a l  improvement d i s t r i c t  whose v o t e r s  had r e j e c t e d  
t h e  proposa 1.6 

This m u l t i p l e  county approach t o  l o c a l  s a l e s  t a x a t i o n  holds  s i g n i f i -  
can t  promise, p a r t i c u l a r l y  i n  those met ropol i tan  a r e a s  where c a p i t a l  improve- 
ment programs would be f a c i l i t a t e d  by areawide handl ing.  Those s t a t e s  con- 
s i d e r i n g  i t s  usefu lness  w i l l  need t o  a n t i c i p a t e  the  impl ica t ions  of t h e i r  
c o n s t i t u t i o n a l  home r u l e  provis ions ,  poss ib ly  by inc luding  i n  t h e i r  enabl ing  
l e g i s l a t i o n  e x p l i c i t  language t o  waive otherwise app l i cab le  home r u l e  pro-  
v i s i o n s  i n  t h e  case  of j u r i s d i c t i o n s  i n  the  a f f e c t e d  met ropol i tan  a r e a s .  

5. Colorado Laws of 1961, Chapter 179. 
6. Four-County Metropol i tan  C a p i t a l  Improvement D i s t r i c t ,  e t .  a l .  

v .  The Board of County Commissioners of Adams County, e t .  a l .  (1962), 149 
Colo. 284, 369 P. (2d) 67. 



LOCAL, SALES TAX SUPPLEMENT 

Where s a l e s  a r e  taxed a t  both the  s t a t e  and l o c a l  l e v e l ,  a  l o g i c a l  
admin i s t r a t i ve  device i s  the  t ax  supplement. The l o c a l  r a t e  i s  added t o  the  
s t a t e  r a t e ,  both a r e  c o l l e c t e d  by the s t a t e  government, and the  a l l o c a t e  
sha re  of c o l l e c t i o n s  i s  c r e d i t e d  t o  the account of the  l o c a l  t ax ing  j u r i s -  
d i c t i o n .  

The t a x  supplement has  important advantages.  It uses  i d e n t i c a l  t ax  
d e f i n i t i o n s  ( taxpayers ,  t a x  base,  e t c  . , pre fe rab ly  by r e fe rence )  f o r  both 
s t a t e  and l o c a l  purposes.  Even where s t a t e  d e f i n i t i o n s  a r e  imperfec t ,  
uniformity has important advantages f o r  ease  of compliance and economy of 
t a x  c o l l e c t i o n .  The l o c a l  supplement i s  c o l l e c t e d  toge ther  wi th  the  s t a t e  
t a x ,  e l imina t ing  the  need f o r  dup l i ca t e  admin i s t r a t i on ,  wi th  corresponding 
a l l e v i a t i o n  of compliance burdens. Where the  s t a t e  charges t he  l o c a l  j u r i s -  
d i c t i o n  a  f e e  f o r  c o l l e c t i n g  the  l o c a l  supplement, these  charges supplement 
s t a t e  resources  appropr ia ted  f o r  t a x  enforcement. 

The t a x  supplement preserves  t he  p r i n c i p l e  of leaving wi th  l o c a l  gov- 
e rn ing  boards r e s p o n s i b i l i t y  f o r  the  dec i s ion  t o  impose the tax  and, w i th in  
l i m i t s  prescr ibed  by s t a t e  law, t o  s e t  t he  t ax  r a t e .  Thus, each j u r i s d i c -  
t i o n  r e t a i n s  i t s  freedom t o  balance the  need f o r  the  a d d i t i o n a l  l o c a l  s e r v i c e s  
aga ins t  the  added t a x  burden. 

Because the  proceeds of l o c a l  s a l e s  t a x  supplements accrue by d e f i n i -  
t i o n  t o  the  imposing j u r i s d i c t i o n ,  problems of a l l o c a t i n g  among j u r i s d i c -  
t i o n s  present  i n  g ran t s - in -a id  and shared revenues a r e  gene ra l ly  avoided. 
By the same token, however, v a r i a t i o n s  i n  need r e l a t i v e  t o  l o c a l  resources  
a r e  d is regarded  except  t o  t he  e x t e n t  t h a t  l a t i t u d e  i s  provided i n  the  s h a r i n g  
of countywide c o l l e c t i o n s  among incorpora ted  c i t i e s  and towns a s  i s  done i n  
Tennessee. 1 

The l o c a l  s a l e s  t a x  supplement was f i r s t  used by M i s s i s s i p p i  i n  1950 
and has s i n c e  spread t o  e i g h t  o ther  s t a t e s :  C a l i f o r n i a ,  I l l i n o i s ,  New 
Mexico, New York, Ohio, Texas, Utah, and ~ i r ~ i n i a . 2  I n  four  more s t a t e s  
(Alabama, Colorado, Oklahoma, and Tennessee),  s t a t e  admin i s t r a t i on  i s  op- 
t i o n a l .  

The suggested l e g i s l a t i o n  preempts t he  l o c a l  s a l e s  tax  supplement f o r  
the  u n i t  of government having the  l a r g e s t  j u r i s d i c t i o n - - t h e  county--on the  
theory t h a t  t he  l a r g e r  the  geographic a r ea  the  l e s s  the  impact of t he  t ax  on 
bus iness  competi t ion between t r ad ing  cen te r s .  Where coun t i e s  do no t  exe rc i se  
t h i s  a u t h o r i t y ,  c i t i e s  a r e  au thor ized  t o  do so .  

1. Tennessee Laws of 1963, chapter  329, 1963 Local Option Revenue Act, 
s e c t i o n  4 .  

2 .  C a l i f o r n i a  Revenue and Taxation Code; s e c t i o n  7200; I l l i n o i s  Re- 
v ised  S t a t u t e s ,  s e c t i o n  8-11; Mis s i s s ipp i  Code Annotated, s e c t i o n  10111.5; 
New Mexico S t a t u t e s  Annotated, s e c t i o n  14-39; New York Tax Law, chapter  60, 
a c t  29, subpar t  B,  s e c t i o n  1210; Ohio Laws of 1967, H.B. 919; Texas Laws of 
1967, H.B. 207; Utah Code Annotated, s e c t i o n  58-441.49. - 



The following suggested s t a t u t o r y  language provides only f o r  a  
l o c a l  s a l e s  t a x  supplement t o  a  s t a t e  s a l e s  t a x ;  i t  i s  not  a  complete 
s a l e s  t ax  s t a t u t e .  It would be used a s  an  amendment i n  s t a t e s  t h a t  
a l r eady  have a  s t a t e  s a l e s  t ax  and wish t o  g r a n t  s a l e s  t ax  a u t h o r i t y  
t o  t h e i r  l o c a l  governments. A l t e r n a t i v e l y ,  it could be incorporated 
i n t o  new l e g i s l a t i o n  au thor iz ing  a  s t a t e  s a l e s  t ax  by s t a t e s  consider  
ing  the  adoption of such a  t ax  coupled with the  g ran t  of a d d i t i o n a l  
a u t h o r i t y  t o  l o c a l  governments t o  impose nonproperty t axes .  

Suggested Leg i s l a t ion  

[ T i t l e  should conform t o  s t a t e  requirements.  The 
following i s  a  suggestion:  "An a c t  t o  au thor ize  uni-  
form local '  s a l e s  and use t a x e s ,  and t o  provide f o r  ad- 
m i n i s t r a t i o n  by the  s t a t e . " ]  

(Be i t  enacted,  e t c . )  

Sec t ion  1. Short  T i t l e .  This a c t  may be c i t e d  a s  t h e  "Uni- 

form Local Sa les  and Use Tax Law." 
1 

Sec t ion  2 .  Author iza t ion f o r  P o l i t i c a l  Subdivis ions .  Any 

county may adopt a  s a l e s  and use t ax  i n  accordance with t h e  

provis ions  of t h i s  a c t  by a c t i o n  of i t s  l o c a l  governing board;  

and any incorporated [ c i t y  o r  town] s i t u a t e d  wi th in  a  county 

which has  not  imposed a  s a l e s  and use t a x  may adopt a  s a l e s  and 

use t a x  i n  accordance with the  provis ions  of t h i s  a c t  by a c t i o n  

of i t s  l o c a l  governing board,  but the  tax imposed by any c i t y  

or  town s h a l l  te rminate  upon the  e f f e c t i v e  da te  of any s a l e s  

and use t ax  imposed by the  county i n  which t h e  c i t y  or town i s  

s i t u a t e d .  

Sect ion 3 .  Contents of Local Law o r  Ordinance. The s a l e s  

and use tax  law o r  ordinance adopted under t h i s  a c t  s h a l l  impose 

a  s a l e s  t ax  f o r  t h e  p r i v i l e g e  of s e l l i n g  t ang ib le  personal  prop- 

e r t y  a t  r e t a i l  and, a  use t ax  upon the  s t o r a g e ,  use or  o t h e r  

consumption of t ang ib le  personal  proper ty  purchased ou t s ide  the  

p o l i t i c a l  subdivis ion f o r  s t o r a g e ,  use,  o r  consumption i n  the  

p o l i t i c a l  subd iv i s ion ,  and s h a l l ,  i n  a d d i t i o n  t o  any o t h e r  pro- 

v i s ions  include provis ions  i n  substance a s  follows: 

(1) A provis ion f o r  imposing a  t ax  f o r  c o l l e c t i o n  by every 

1 .  See a l t e r n a t i v e  on p. 1 2 1  for  a  l o c a l  supplement i n  two o r  
more count ies  comprising a  t r a d i n g  a r e a .  



r e t a i l e r  i n  the  p o l i t i c a l  subdivis ion a t  the  r a t e  of [ ]  pe r -  

cen t  of t h e  gross  r e c e i p t s  of  the  r e t a i l e r  from the  s a l e  of a l l  

t a n g i b l e  personal  proper ty  so ld  by him a t  r e t a i l  i n  the  p o l i t i c a l  

subd iv i s ion ,  and a  provis ion imposing a  complementary t a x  upon 

t h e  s t o r a g e ,  u s e ,  o r  o t h e r  consumption i n  the  p o l i t i c a l  subd iv i -  

s i o n  of t a n g i b l e  personal  proper ty  purchased o u t s i d e  t h e  p o l i t i -  

c a l  subd iv i s ion  f o r  s t o r a g e ,  u s e ,  o r  o t h e r  consumption i n  t h e  

p o l i t i c a l  subd iv i s ion  a t  r a t e  of [ 1 percent of the  s a l e s  

p r i c e  of the  p roper ty ,  but  nothing h e r e i n  s h a l l  be const rued t o  

make i n a p p l i c a b l e  any exemptions of p a r t i c u l a r  c l a s s e s  of a r t i -  

c l e s ,  commodities, o r  s e r v i c e s ,  i n  accordance wi th  law. 

(2 )  A provis ion t h a t  the  s t o r a g e ,  use ,  o r  o t h e r  consumption 

of t a n g i b l e  personal  p roper ty ,  t h e  gross  r e c e i p t s  from t h e  s a l e  

of which have been s u b j e c t  t o  s a l e s  t a x  under a  s a l e s  and use 

t a x  law o r  ordinance enacted i n  accordance wi th  t h i s  a c t  by any 

o t h e r  county,  o r  incorporated c i t y  o r  town i n  t h i s  s t a t e ,  s h a l l  

be a  c r e d i t  a g a i n s t  the  t ax  due under t h i s  a c t .  

(3 )  Provis ions  incorpora t ing  by re fe rence  [ s t a t u t o r y  c i t a t i o n  

of t h e  s t a t e  s a l e s  and use t a x  law] except t h a t  an a d d i t i o n a l  

[ s e l l e r ' s  permit ]  s h a l l  not  be required i f  one has  been o r  i s  

i s sued  t o  the  s e l l e r  by the  s t a t e .  

( 4 )  A provis ion t h a t  a l l  r e l e v a n t  p rov i s ions  of [ s t a t u t o r y  

c i t a t i o n  of t h e  s t a t e  s a l e s  and use t a x  law] ,  a s  they may be 

from time t o  t ime,  and not  i n c o n s i s t e n t  with t h i s  a c t  s h a l l  

govern t r a n s a c t i o n s ,  proceedings,  and a c t i v i t i e s  pursuant t o  

the  l o c a l  law o r  ordinances .  

(5) A p rov i s ion  des igna t ing  t h e  [ s t a t e  t a x  department] t o  

perform a l l  func t ions  inc iden t  t o  the  admin i s t ra t ion  of t h e  

s a l e s  and use t a x  law o r  ordinance of t h e  p o l i t i c a l  subd iv i s ion .  

( 6 )  A provis ion t h a t  the  amount sub jec t  t o  t a x  s h a l l  no t  i n -  

c lude t h e  amounts of any s a l e s  t a x  o r  use t a x  imposed by [ s t a t u -  

t o r y  c i t a t i o n  of t h e  s t a t e  s a l e s  and use t a x  law].  

Sec t ion  4,  S t a t e  Adminis t ra t ion.  The admin i s t ra t ion  of 

l o c a l  s a l e s  and use taxes  adopted under t h i s  a c t  s h a l l  be by 

the  [ s t a t e  t a x  department]  which may p resc r ibe  forms and reason- 

a b l e  r u l e s  and r e g u l a t i o n s  i n  conformity with t h i s  a c t  f o r  t h e  



making of r e t u r n s  and f o r  t h e  ascer ta inment ,  assessment,  and 

c o l l e c t i o n  of t h e  t a x  imposed pursuant h e r e t o .  The [ s t a t e  t a x  

department]  s h a l l  keep f u l l  and accura te  records  of a l l  monies 

received and d i s t r i b u t e d  under t h i s  a c t .  

Sec t ion  5. D i s t r i b u t i o n  of Co l lec t ions .  A l l  sums received 

and c o l l e c t e d  on behalf  of a  p a r t i c u l a r  p o l i t i c a l  subd iv i s ion  

pursuant t o  t h i s  a c t  s h a l l  be c r e d i t e d  t o  a  s p e c i a l  l o c a l  s a l e s  

and use t a x  fund which is  hereby e s t a b l i s h e d  i n  t h e  s t a t e  

t r e a s u r y  and,  a f t e r  deducting t h e  amount of refunds made, t h e  

amounts necessary t o  de f ray  t h e  c o s t  of c o l l e c t i n g  t h e  t a x ,  and 

t h e  admin i s t ra t ive  expenses i n c i d e n t  t h e r e t o ,  s h a l l  be paid 

wi th in  [ l o ]  days a f t e r  c o l l e c t i o n  t o  the  p o l i t i c a l  subd iv i s ion  

e n t i t  led t h e r e t o .  

[Sec t ion  6. D i s t r i b u t i o n  of Co l lec t ions  Among Local Govern- 

ments. The s t a t e  l e g i s l a t u r e  may wish t o  provide t h a t  when t h e  - 
county preempts the  s a l e s  t ax  f i e l d  the  proceeds be divided 

among t h e  county and l o c a l  u n i t s  of genera l  governments w i t h i n  
2 

t h e  county.  ] 

Sec t ion  7 .  S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l a u s e . ]  

Sect ion 8. E f f e c t i v e  Date. [ I n s e r t  e f f e c t i v e  d a t e . ]  

Local Supplement t o  a  S t a t e  Sa les  Tax by Two o r  More 
Counties Comprising a  Trading Area 

I n  sane s t a t e s  t h e  pressure  f o r  a d d i t i o n a l  revenue t o  f inance 
more and c o s t l i e r  s e r v i c e s  i s  f e l t  most a c u t e l y  by gov- 
ernments making up an economic o r  t r a d i n g  a r e a .  Yet ,  t h e  shadow of 
intercommunity competi t ion can e f f e c t i v e l y  r e s t r a i n  l o c a l  governments 
i n  such a r e a s  from using a  l o c a l  supplement t o  the  s t a t e  s a l e s  t a x .  
S t a t e s  may wish t o  consider  au thor iz ing  coun t i es  located wi th in  

-- - 

2. Tennessee (Laws of 1963, chap te r  329, 1963 Local Option 
Revenue Act ,  s e c t i o n  4) provides t h a t  one-half of the  proceeds s h a l l  
be expended and d i s t r i b u t e d  i n  the  same manner a s  the  county prop- 
e r t y  t a x  f o r  school purposes i s  expended and d i s t r i b u t e d .  It f u r t h e r  
provides t h a t  the  o t h e r  h a l f  s h a l l  be d i s t r i b u t e d  a s  follows: (a)  
c o l l e c t i o n s  i n  unincorporated a r e a s ,  t o  the  county genera l  fund; (b) 
c o l l e c t i o n s  i n  incorporated c i t i e s  and towns, t o  t h e  c i t y  or  town i n  
which t h e  p r i v i l e g e  i s  exe rc i sed ;  (c)  provided,  however, t h a t  a  
county and c i t y  o r  town may by c o n t r a c t  provide f o r  o the r  d i s t r i b u -  
t i o n  of the  h a l f  not  a l l o c a t e d  f o r  school purposes.  



r e t a i l  t r a d i n g  a r e a s  t o  impose by mutual and unanimous agreement a 
uniform, areawide supplement t o  the  s t a t e  s a l e s  t a x  wi thout  a t  t h e  
same time extending such a u t h o r i t y  t o  a l l  coun t i es  o r  o t h e r  u n i t s  of 
loca 1 government throughout t h e  s t a t e  . 

The Maryland l e g i s l a t u r e  adopted t h i s  approach i n  1965 when i t  
author ized each of t h e  u n i t s  of l o c a l  genera l  government i n  t h e  
Baltimore Metropol i tan  Area, C i t y  of Balt imore,  and Balt imore and 
Anne Arundel c o u n t i e s ,  t o  impose a supplementary r a t 3  t o  the  s t a t e  
s a l e s  t a x  a s  long a s  a l l  t h r e e  j u r i s d i c t i o n s  d id  s o .  The Maryland 
j u r i s d i c t i o n s  have not  implemented the  enab l ing  l e g i s l a t i o n .  S i m i l a r  
a u t h o r i t y  was enacted by the  Colorado l e g i s l a t u r e  i n  1961 f o r  j u r i s -  
d i c t i o n s  i n  the  Denver Metropol i tan  ~ r e a . ~  The Colorado experiment 
foundered on l e g a l  grounds involving municipal home r u l e  powers. 

The suggested l e g i s l a t i o n  below presen t s  a l t e r n a t i v e  language 
f o r  s e c t i o n  2 which would a u t h o r i z e  two o r  more coun t i es  making up 
a t r a d i n g  a r e a  t o  impose concur ren t ly  a l o c a l  supplement t o  a s t a t e  
s a l e s  t a x .  

Sec t ion  2.  Author iza t ion f o r  Counties Within a T r a d i n ~  Area. 

(a)  County Author iza t ion .  A county located i n  a s t andard  

metropol i tan  s t a t i s t i c a l  a r e a  des ignated a s  such by t h e  United 

S t a t e s  Bureau of the  Census i n  t h e  most r ecen t  census of popu- 

l a t i o n  may adopt a s a l e s  and use t a x  i n  accordance with t h e  

provis ion of t h i s  a c t  by a c t i o n  of i t s  l o c a l  governing board i f  

the  governing boards of each county i n  i t s  s tandard met ropo l i t an  

s t a t i s t i c a l  a r e a  wi th in  t h i s  s t a t e  by mutual and unanimous agree -  

ment adopt the  i d e n t i c a l  t a x  author ized by t h i s  a c t .  

(b) Limita t ion on Withdrawal. A county p a r t i c i p a t i n g  under 

the  a u t h o r i t y  granted i n  t h i s  a c t  may withdraw from such mutual 

and unanimous agreement by a c t i o n  of i t s  l o c a l  governing board 

a f t e r  f i r s t  g iv ing  a t  l e a s t  120 days n o t i c e  of t h e  contemplated 

withdrawal t o  the  [ s t a t e  t a x  department]  and t o  t h e  governing 

boards of t h e  o t h e r  p a r t i c i p a t i n g  c o u n t i e s .  The withdrawal s h a l l  

be e f f e c t i v e  from and a f t e r  the  [ f i r s t  day of t h e  next succeed- 

ing f i s c a l  y e a r ] ,  and the  l o c a l  laws and ordinances imposing t h e  

t a x  i n  the  o t h e r  coun t i es  of the  t r a d i n g  a r e a  s h a l l  no longer 

be of any fo rce  o r  e f f e c t .  Nothing i n  t h i s  subsec t ion  s h a l l  be 

3. Annotated Code of Maryland 1957, a r t i c l e  81,  s e c t i o n  411A. 
4.  Colorado Laws of 1961, chap te r  179. 



20 construed o r  appl ied  t o  prevent o r  i n t e r f e r e  with the  c o l l e c t i o n  

21 of t a x  monies which were lawful ly  due and payable whi le  the  t a x  

22 was e f f e c t i v e ,  and any money c o l l e c t e d  by the  [ s t a t e  t a x  depar t -  

23 ment] a f t e r  the  t a x  has  been repealed and discont inued s h a l l  be 

24 accounted f o r  and d i s t r i b u t e d  a s  required i n  t h i s  a c t .  



COLLECTION OF LOCAL NON-PROPERTY TAXES BY THE STATE 

Over the past few years an increasing number of states 
have authorized local governments to levy non-property taxes as 
a means of securing additional revenues. Today many cities, 
counties, and even school districts Levy the same kinds of taxes 
that are levied by the state. In order to levy such taxes, 
local governments typically have set up tax collection machinery 
which creates added administrative costs and increases the cost 
of tax compliance to the tax-paying public, while at the same 
time the effectiveness of local tax collection is hampered be- 
cause of the limited local funds available for tax administration. 

In the sales tax field, states such as California, Illinois 
Mississippi, New Mexico, and Utah have, for some time, authorized 
a state agency to collect locally levied sales taxes. In 
addition to sales taxes, a number of states permit local govern- 
ments to levy taxes on income, gasoline, alcoholic beverages, 
cigarettes and tobacco, amusements, motor vehicles, and others. 
During 1963, Colorado enacted broad legislation which would 
permit a state agency to collect any non-property tax for a local 
government where the state and local government levy the same tax. 

The suggested legislation below is based on the Colorado 
statute. It should clearly be noted that this legislation does 
not in any sense constitute an authorization for local government 
to levy non-property taxes. It merely provides for a procedure 
where the state, on a reimbursable basis, can collect local 
government non-property taxes where such taxes are otherwise 
authorized by state law. 

Suggested Legislation 

/Title should conform to state requirement2? - 
(Be it enacted, etc.) 

1 Section 1. Authority to contract. The director of 

2 - /tax departmen~i is hereby authorized to negotiate and con- 
3 tract with any political subdivision of the state for the 

4 purpose of arranging for the collection by the LTax depart- 

5 meni? of any tax levied by a political subdivision of the 

6 state which is also levied and collected by the ~ z a x  

7 departrneng for the state. Such agreements shall include 



8 a fee to be paid by the political subdivision to the 

/Tax departmen~7 in such amount as may be necessary fully 9 - 
10 to cover the cost of collection of the local portion of 

11 the tax by the  sax departmentLi Pursuant to the agree- 

12 ment the director shall transmit to such political 

13 subdivisions on or before ~zat~h7 all taxes so collected on 

14 behalf of such political subdivisions less the agreed 

15 upon collection fee. 



REPEAL OF TAX ON BUSINESS INVENTORIES AND REIMBURSEMENT 
TO LOCAL GOVERNMENTS 

There a r e  s u b s t a n t i a l  r e a s o n s  f o r  a b o l i s h i n g  t h e  t a x  on t a n g i b l e  
p e r s o n a l  p r o p e r t y  i n  any  s t a t e  t h a t  can  p o s s i b l y  r a i s e  revenue  i n  
a n o t h e r  way. T h i s  t a x  i s  p a r t i c u l a r l y  d i f f i c u l t  t o  a d m i n i s t e r ;  and 
when a d e q u a t e l y  a d m i n i s t e r e d ,  i t  is  a  poor means of measur ing  e i t h e r  
t h e  b e n e f i t  t o  o r  t h e  a b i l i t y  of a n  i n d i v i d u a l  o r  b u s i n e s s  f i r m .  On 
b o t h  t h e s e  g rounds ,  no o t h e r  t a x  i s  a s  roundly  condemned a s  t h i s  
l e v y .  

The concern  f o r  a  f a v o r a b l e  t a x  image has  prompted a  number o f  
s t a t e s  t o  i n i t i a t e  b u s i n e s s  t a x  re form t o  maximize t axpaye r  c e r t a i n t y  
and evenhanded t r e a t m e n t ,  and t o  minimize t hose  f e a t u r e s  of  t h e  t a x  
sys tem t h a t  a r e  p a r t i c u l a r l y  d i s c r i m i n a t o r y  i n  c h a r a c t e r .  De-empha- 
s i z i n g  t h e  p e r s o n a l  p r o p e r t y  t a x ,  e s p e c i a l l y  on b u s i n e s s  i n v e n t o r i e s ,  
i s  perhaps  t h e  most s i g n i f i c a n t  s t e p  s t a t e s  can  t a k e  t o  improve bo th  
t h e i r  , b u s i n e s s  t a x  c l i m a t e  and t h e i r  b u s i n e s s  t a x  s t r u c t u r e .  The 
major  o b s t a c l e  t o  o u t r i g h t  r e p e a l  of  t h e  p e r s o n a l  p r o p e r t y  t a x  on 
b u s i n e s s  i s  most f r e q u e n t l y  l a c k  of a v a i l a b l e  r ep l acemen t  revenue  
f o r  l o c a l  governments c r i t i c a l l y  dependent  upon p r o p e r t y  t a x  r e c e i p t s .  

I n  r e c e n t  y e a r s  C o n n e c t i c u t ,  Wisconsin,  Michigan ,  Oregon and 
Ar izona  have a l l  reduced t h e  l o c a l  t a x  on b u s i n e s s  p e r s o n a l t y .  When 
c o n f r o n t e d  w i t h  t h i s  i s s u e  of revenue  r ep l acemen t ,  t h e  Oregon s t a t e  
l e g i s l a t u r e  provided  f o r  a  g r a d u a l  s c a l i n g  down of a s s e s s m e n t s  on 
t a n g i b l e  p e r s o n a l  p r o p e r t y .  The revenue  l o s s  t o  l o c a l  governments 
i s  met from s t a t e  revenue  s o u r c e s .  Wisconsin earmarked a  p a r t  o f  
t h e  revenue  of  a  new s a l e s  t a x  f o r  t h i s  same r ep l acemen t  pu rpose .  
New J e r s e y  so lved  t h e  l o c a l  revenue  rep lacement  problem by r e imburs -  
i n g  l o c a l  governments from revenue  d e r i v e d  from r a i s i n g  t h e  s t a t e  
c o r p o r a t i o n  income t a x  r a t e  and by t h e  enac tment  of  s t a t e  t a x e s  on 
machinery and g r o s s  r e c e i p t s .  The s u b s t i t u t i o n  o f  o t h e r  t a x e s  f o r  
t h e  h i g h l y  d i s c r i m i n a t o r y  l o c a l  t a x  on b u s i n e s s  p e r s o n a l t y  i s  j u s t i -  
f i e d  n o t  o n l y  on e q u i t y  grounds b u t  a l s o  on t h e  b a s i s  of  improving 
a  s t a t e ' s  b u s i n e s s  t a x  c l i m a t e .  

The sugges t ed  l e g i s l a t i o n  below i s  based l a r g e l y  on t h e  New 
J e r s e y  s t a t u t e .  

Suggested Legis  l a t i o n  

[ T i t l e  should  conform t o  s t a t e  r e q u i r e m e n t s . ]  

(Be i t  e n a c t e d ,  e t c . )  

1 S e c t i o n  1. Repeal  o f  Tax. [ S e c t i o n s  ( i d e n t i f y  t h o s e  s e c -  

2 t i o n s  of  t h e  s t a t e  law p e r t a i n i n g  t o  t h e  t a x  on b u s i n e s s  i nven -  

3 t o r i e s )  of  t h e  s t a t e  p r o p e r t y  t a x  code a r e  hereby  r e p e a l e d .  1 



Sec t ion  2 .  Replacement of Revenue. The taxes  received from 

the  following: [ i n s e r t  bus iness  taxes  t h a t  a r e  t o  be d i s t r i -  

buted t o  p o l i t i c a l  s u b d i v i s i o n s ]  s h a l l  be f o r  the  b e n e f i t  of the  

[ i n s e r t  a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ]  of the s t a t e ,  i n  

replacement of revenues der ived by such [ i n s e r t  a p p r o p r i a t e  

p o l i t i c a l  s u b d i v i s i o n s ]  from l o c a l  t a x a t i o n  of [bus iness  inven- 

t o r i e s ]  a s  repealed i n  s e c t i o n  1 of t h i s  a c t .  

Sec t ion  3 .  C e r t i f i c a t i o n  by [ s t a t e  t a x  agency].  The [ s t a t e  

t ax  agency] s h a l l  determine the  g r e a t e s t  amount received by 

each [appropr ia te  p o l i t i c a l  s u b d i v i s i o n s ]  from the  l o c a l  levy 

upon [bus iness  i n v e n t o r i e s ]  f o r  the  t h r e e  yea r s  p r i o r  t o  the  

r e p e a l  of the  t a x ,  and s h a l l  on o r  be fo re  [ i n s e r t  d a t e ]  c e r t i f y  

t o  the  [ s t a t e  t r e a s u r e r ]  the amounts s o  determined f o r  each 

[ a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ]  and the  t o t a l  amount f o r  

a l l  [ a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ] .  
1 

Sec t ion  4 .  Addi t ional  C e r t i f i c a t i o n  by [ s t a t e  t a x  agency] .  

The [ s t a t e  t ax  agency] s h a l l ,  on o r  before  [ i n s e r t  d a t e ]  and 

on o r  be fo re  [ i n s e r t  d a t e ]  annua l ly  t h e r e a f t e r ,  determine from 

the  informat ion then a v a i l a b l e  the  t o t a l  amount of revenue (1) 

t h a t  w i l l  be r a i s e d  dur ing the 12-month per iod ending on o r  
./ 

before  [ i n s e r t  d a t e  j of t h a t  ca lendar  year  from the  taxes  s e t  

f o r t h  i n  s e c t i o n  2  of t h i s  a c t  and (2) t h a t  w i l l  be a v a i l a b l e  

by way of a p p r o p r i a t i o n  f o r  the  purposes of t h i s  a c t ,  and s h a l l  

c e r t i f y  t h i s  amount t o  the  [ s t a t e  t r e a s u r e r ] .  

The [ s t a t e  t a x  agency] s h a l l ,  on or  be fo re  [ i n s e r t  d a t e ]  and 

on o r  be fo re  [ i n s e r t  d a t e ]  annua l ly  t h e r e a f t e r ,  c e r t i f y  t o  the  

[ s t a t e  t r e a s u r e r ]  any changes o r  adjus tments  i n  the  c e r t i f i c a -  

t i o n  f i l e d  e a r l i e r  i n  the  y e a r .  

Sec t ion  5 .  Al loca t ion  of Revenue t o  [ a p p r o p r i a t e  p o l i t i c a l  

subd iv i s ions  1. I f  the  amount determined by the  [ s t a t e  t a x  

agency] i n  s e c t i o n  4 hereof s h a l l  exceed the  amount determined 

by the  [ s t a t e  t a x  agency] i n  s e c t i o n  3 hereof ,  the  [ s t a t e  tax 

1. I n  those  s t a t e s  where exemption of personal  proper ty  was 
o p t i o n a l  the  s t a t e  may choose t o  d i s t r i b u t e  funds on a  per  c a p i t a  
b a s i s .  



agency 1 s h a l l  a l l o c a t e  the  excess  amount among the  [ a p p r o p r i a t e  

p o l i t i c a l  s u b d i v i s i o n s ]  of t h i s  s t a t e  i n  accordance wi th  the  

fo l lowing formula: 

There s h a l l  be a l l o c a t e d  t o  each [ a p p r o p r i a t e  p o l i t i c a l  sub- 

d i v i s i o n s ]  a n  amount a s  w i l l  be i n  the  same r a t i o  t o  t h e  excess  

amount, a s  the  l o c a l  proper ty  t a x  l e v i e d  i n  the  m u n i c i p a l i t y  i n  

the  preceding calendar  year upon commercial, i n d u s t r i a l ,  and 

farm r e a l  e s t a t e  (excluding r a i l r o a d  proper ty)  is  t o  the  t o t a l  

taxes  l ev ied  upon the  proper ty  i n  a l l  [ a p p r o p r i a t e  p o l i t i c a l  

s u b d i v i s i o n s ]  i n  the  s t a t e  i n  the  same y e a r .  

The [ s t a t e  t ax  agency 1 s h a l l  t o t a l  the  amounts a l l o c a t e d  t o  

each [ a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ]  under the  p rov i s ions  

of t h i s  s e c t i o n  and s h a l l  c e r t i f y  t h i s  amount t o  the  [ s t a t e  

t r e a s u r e r ]  on o r  be fo re  [ i n s e r t  d a t e ]  and on o r  be fo re  [ i n s e r t  

d a t e ]  annua l ly  t h e r e a f t e r .  

Sec t ion  6. Payment by S t a t e  Treasure r .  The [ s t a t e  t r e a s -  

u r e r ]  annua l ly ,  on o r  before  the  d a t e  s e t  f o r t h  i n  s e c t i o n  7 of 

t h i s  a c t ,  upon the  c e r t i f i c a t i o n  of t h e  [ s t a t e  t a x  agency] and 

upon t h e  warrant  of the  [ s t a t e  compt ro l l e r ]  s h a l l  pay and d i s -  

t r i b u t e  t o  each [ a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ]  the  amount 

determined i n  accordance wi th  the  p rov i s ions  of s e c t i o n s  3 and 

5 of t h i s  a c t :  

(1) from t h e  moneys c o l l e c t e d  from the  taxes  desc r ibed  

i n  s e c t i o n  2  of t h i s  a c t ;  and 

(2) from such o t h e r  funds a s  s h a l l  be appropr ia ted  by 

law f o r  t h i s  purpose. 

Sec t ion  7 .  D i s t r i b u t i o n  Dates.  The d i s t r i b u t i o n  requ i red  

t o  be made by the  [ s t a t e  t r e a s u r e r 1 , u n d e r  t h i s  a c t  s h a l l  be 

made a s  fo l lows:  the  f i r s t  i n s t a l l m e n t  s h a l l  be payable annu- 

a l l y  on [ i n s e r t  d a t e ]  commencing on [ i n s e r t  d a t e ]  and s h a l l  

c o n s i s t  of 112 of the  amount c e r t i f i e d  under s e c t i o n  3 h e r e o f ;  

and the  second i n s t a l l m e n t  s h a l l  be payable on the  succeeding 

[ i n s e r t  d a t e ]  of each year  and s h a l l  c o n s i s t  of the  balance  of 

the  amount c e r t i f i e d  under s e c t i o n  3 hereof p l u s  the  [ a p p r o p r i -  

a t e  p o l i t i c a l  s u b d i v i s i o n ' s 1  d i s t r i b u t i v e  sha re  of the  excess ,  

i f  any,  a l l o c a t e d  under s e c t i o n  5 he reof .  



Sec t ion  8. County Equa l i za t ion  Tables .  For the  purpose of 

appor t ion ing  the  amounts t o  be r a i s e d  i n  the  r e s p e c t i v e  t ax ing  

d i s t r i c t s  of the  county ,  the  [county board of t a x a t i o n ]  s h a l l ,  

f o r  each t ax ing  d i s t r i c t ,  inc lude i n  the  e q u a l i z a t i o n  t a b l e  f o r  

the  county the assumed assessed  va lue  of the  p roper ty  represented 

by the  money received by each t ax ing  d i s t r i c t  pursuant  to  the  

p rov i s ions  of t h i s  a c t .  

Commencing wi th  the  t a x  year  [ i n s e r t  d a t e ]  and t h e r e a f t e r ,  

the  assumed assessed  value  of such p roper ty  i n  each t ax ing  d i s -  

t r i c t  s h a l l  be determined by the  [county board of t a x a t i o n ]  i n  

the  fo l lowing manner: (a) the  amount of money received by each 

t ax ing  d i s t r i c t  dur ing  the  preceding t ax  year  pursuant  t o  the  

p rov i s ions  of t h i s  a c t ,  s h a l l  be d ivided by the  genera l  t a x  

r a t e  of the  t ax ing  d i s t r i c t  f o r  such preceding t a x  year  t o  ob- 

t a i n  an assumed assessed  value  of such p roper ty ;  (b) t h i s  

assumed assessed  value  s h a l l  be d ivided by the  f r a c t i o n  produced 

by d i v i d i n g  the  aggrega te  assessed va lue  by t h e  aggregate  t r u e  

va lue  of the  r e a l  p roper ty ,  exc lus ive  of [ c e n t r a l l y  a ssessed  

p r o p e r t y ]  i n  the  t ax ing  d i s t r i c t ;  and (c) the  r e s u l t i n g  q u o t i e n t  

s h a l l  be included i n  the  n e t  v a l u a t i o n  of each t ax ing  d i s t r i c t  

on which county taxes  a r e  appor t ioned.  

Sec t ion  9. Appeals. When cons ide r ing  an appeal  o r  review 

taken by any person o r  [ a p p r o p r i a t e  p o l i t i c a l  s u b d i v i s i o n s ]  wi th  

r e s p e c t  t o  any of t h e  p rov i s ions  of t h i s  a c t ,  the  [ review c o u r t ]  

s h a l l  no t  t r y  o r  determine the  case  de novo except  i n  the  case  

of an  a r i t h m e t i c a l  o r  typographical  e r r o r  i n  the  c a l c u l a t i o n  of 

t h e  d i s t r i b u t i o n ,  b u t  the  f a c t s  s h a l l  be considered and d e t e r -  

mined e x c l u s i v e l y  upon the  record  f i l e d  wi th  the  c o u r t .  A f i n d -  

i n g ,  d e c i s i o n ,  o r  determinat ion of the  [ s t a t e  t a x  agency] s h a l l  

n o t  be s e t  a s i d e  o r  d i s t u r b e d  i f  i t  complies wi th  the  procedural  

requirements  of  t h i s  a c t  and i s  supported by s u b s t a n t i a l ,  r e l i -  

a b l e ,  and p roba t ive  evidence.  

Sec t ion  10. Powers of [ s t a t e  t a x  agency].  (a) The [ s t a t e  - 
t a x  agency] i s  au thor ized  t o  make any r u l e s  and r e g u l a t i o n s ,  

and t o  r e q u i r e  any f a c t s  and informat ion from l o c a l  t a x  a s s e s -  

s o r s ,  [county boards of t a x a t i o n ]  and agencies  of  the  s t a t e  



government a s  he may deem n e c e s s a r y  t o  c a r r y  o u t  t h e  p r o v i s i o n s  

of t h i s  a c t .  

(b) The [ s t a t e  t a x  agency]  may d e l e g a t e  t o  any  o f f i c e r  o r  

employee of  t h e  [ s t a t e  t a x  agency]  any powers a s  n e c e s s a r y  t o  

c a r r y  o u t  e f f i c i e n t l y  t h e  p r o v i s i o n s  of t h i s  a c t ,  and t h e  p e r -  

son o r  pe r sons  t o  whom such power has  been d e l e g a t e d  s h a l l  

pos se s s  and may e x e r c i s e  a l l  of t h e  powers and perform a l l  o f  

t h e  d u t i e s  h e r e i n  c o n f e r r e d  and imposed upon t h e  [ s t a t e  t a x  

agency ] .  

S e c t i o n  11. S e p a r a b i l i t y .  [ I n s e r t  s e p a r a b i l i t y  c l a u s e . ]  

S e c t i o n  12.  E f f e c t i v e  Date.  [ I n s e r t  e f f e c t i v e  d a t e . ]  



COOPERATIVE TAX ADMINISTRATION AGREEMENTS 

Some 70,000 coun t i e s ,  m u n i c i p a l i t i e s ,  towns, townships,  
school  d i s t r i c t s ,  and s p e c i a l  d i s t r i c t s  now levy and c o l l e c t  
taxes.  Most employ only property t axes .  A s u b s t a n t i a l  number 
impose a l s o  one o r  more nonproperty taxes  inc luding  s a l e s ,  
income, and exc i se  taxes .  

Local j u r i s d i c t i o n s ,  p a r t i c u l a r l y  the  smal le r  ones,  f i n d  
i t  d i f f i c u l t  t o  f inance  adequate t a x  enforcement t o  ob ta in  f i r s t  
q u a l i t y  taxpayer compliance and t a x  c o l l e c t i o n s .  The c o s t  of 
tax  enforcement i n  r e l a t i o n  t o  c o l l e c t i o n s  i s  nonetheless  high 
because the  number of taxpayers  w i th in  ind iv idua l  tax ing  j u r i s -  
d i c t i o n s  i s  r e l a t i v e l y  smal l  and l o c a l  t a x  r a t e s  a r e  n e c e s s a r i l y  
r e l a t i v e l y  low. 

I n  those s i t u a t i o n s  where ad jo in ing  l o c a l  j u r i s d i c t i o n s  
employ the  same kind of t a x ,  the  pooling of t a x  enforcement 
e f f o r t s  and resources can improve t a x  c o l l e c t i o n s  wi th  reduced 
c o s t  of admin i s t r a t i on  and reduced compliance burdens f o r  t ax -  
payers.  The pooled admin i s t r a t i on  of two o r  more l o c a l  j u r i s -  
d i c t i o n s '  taxes has proven succes s fu l  i n  the  admin i s t r a t i on  of 
property t axes ,  a s  where the  county a s ses ses  and/or  c o l l e c t s  
the  l e v i e s  of some of t he  smal le r  tax ing  j u r i s d i c t i o n s  w i t h i n  i t s  
borders .  It i s  p o t e n t i a l l y  u se fu l  i n  o the r  t ax  a reas  a s  we l l .  

I n  a  number of s t a t e s  s t a t u t o r y  a u t h o r i t y  f o r  coopera t ive  
t ax  admin i s t r a t i on  i s  inadequate o r  t o t a l l y  lacking.  The sug- 
ges ted  l e g i s l a t i o n  t o  au tho r i ze  i t  i s  couched i n  genera l  terms: 
(1) t o  embrace both property taxes and d i f f e r e n t  kinds of non- 
proper ty  t axes ,  and (2)  t o  permit two o r  more l o c a l  j u r i s -  
d i c t i o n s  t o  provide j o i n t  admin i s t r a t i on  o r  t o  permit them t o  
c o n t r a c t  t o  administer  one ano the r ' s  t axes .  

Suggested L e g i s l a t i o n  

[ T i t l e  should conform t o  s t a t e  requirements]  

(Be i t  enacted,  e t c . )  

S e c t i o n L .  For t he  purpose of reducing dup l i ca t ion  of 

2 e f f o r t  and t o  provide f o r  more e f f e c t i v e  t a x  admin i s t r a t i on ,  

3 a p o l i t i c a l  subdiv is ion  of t h i s  s t a t e  inc luding  a  s p e c i a l  

4 d i s t r i c t  or  governmental a u t h o r i t y  may e n t e r  i n t o  an 

5 agreement wi th  o ther  p o l i t i c a l  subdiv is ions  of t h i s  s t a t e  

6 f o r  the  assessment and c o l l e c t i o n  of a  t a x  l ev i ed  by such 



7 jurisdictions. The agreement may provide for joint ad- 

8 ministration or for administration by one political 

9 subdivision on behalf of one or more political subdivisions 

10 that are parties to such an agreement and shall provide 

11 for the allocation of the cost of such administration among 

12 the parties. 



STATE SUPPORT OF LOCAL TAX ENFORCEMENT 

States can strengthen the finances of local governments by 
assisting them to collect taxes imposed at the local level. In 
some situations the state can condition issuance of state licenses 
and privileges upon compliance with and payment of local taxes. 
Local administration of personal property taxes on automobiles is 
measurably eased in states where evidence of their payment is made 
prerequisite to state registration of motor vehicles. Georgia pro- 
vides the most recent example of this type of assistance to local 
tax administration. Similarly, states can condition state motor 
vehicle registration upon payment of the local motor vehicle regis- 
tration fee. 

The opportunities for state support in the collection of local 
taxes are particularly good with respect to those activities which 
are subject to licensing by the state. States usually require an- 
nual licenses for certain types of business and occupations. For 
example, alcoholic beverage wholesalers and retailers are generally 
required to obtain an annual license. The states could require an 
affidavit that local personal property taxes have been paid as a pre- 
condition to alcoholic beverage license renewal. States also require 
the payment of an annual renewal fee for corporations generally. As 
a precondition to the continued exercise of the corporate business, 
states could require an affidavit certifying that all local personal 
property and business license fees have been paid. A similar re- 
quirement could be made a precondition to the renewal of professional 
licemes. 

While the scope for state support of local tax enforcement is 
broad, this suggested legislation is designed only to make the pay- 
ment of local ad valorem and vehicle registration taxes a precon- 
dition of state motor vehicle registration. 

Suggested Legislation 

[Title should conform to state requirements. The 
following is a suggestion: "An Act to make payment of local 
taxes on motor vehicles a prerequisite to motor vehicle 
registration."] 

(Be it enacted, etc.) 

Section 1. No vehicle shali be registered and licensed by 

the [state motor vehicle licensing authority and its agents] 

unless a signed statement [tax receipt] accompanies the appli- 

cation certifying that all county and municipal taxes legally 

due by the applicant on the vehicle concerned have been paid. 

Section 2. [Appropriate penalty provision or reference to 

a statutory citation providing a penalty for making a false 

statement on the tax return.] 



SALES TAX AMENDMENTS TO EASE INTERSTATE TRADE 

S t a t e  s a l e s  t a x  p r a c t i c e s  a r e  be ing  s u b j e c t e d  t o  s e a r c h i n g  
c r i t i c i s m  a t  t h e  n a t i o n a l  l e v e l .  I n  t h e  89 th  Congress b i l l s  were 
i n t roduced  t o  b r i n g  the  F e d e r a l  Government i n t o  t h e  a d m i n i s t r a t i o n  
o f  s t a t e  s a l e s  t a x e s  f o r  t h e  purpose o f  r educ ing  compliance burdens 
on m u l t i s  t a t e  f i rms  and removing impediments t o  i n t e r s t a t e  commerce. 
Th i s  r e f l e c t s  t h e  p o l i t i c a l  and bus ines s  concern w i t h  t h e  o p e r a t i o n  
o f  t h i s  major s t a t e  revenue s o u r c e .  S t a t e s  w i l l  want t o  c o n s i d e r  
ways t o  d isarm t h i s  c r i t i c i s m  t o  avo id  f e d e r a l  s a l e s  t a x  r e g u l a t i o n s .  
To t h i s  end ,  t h e  Advisory Commission on In t e rgove rnmen ta l  R e l a t i o n s  
recommends t o  t h e  s t a t e s  t h r e e  s t e p s  t h a t  would h e l p  t o  s a f egua rd  
t h e  p r o d u c t i v i t y  and f a i r n e s s  o f  s t a t e  s a l e s  t a x e s ,  f a c i l i t a t e  account -  
i n g  f o r  s a l e s  t axes  by i n t e r s t a t e  vendor s ,  and e a s e  i n t e r s t a t e  t r a d e .  

The s t a t e s  l o g i c a l l y  enploy  use  t axes  t o  s a f egua rd  avoidance  
o f  s a l e s  t a x e s  on o u t  o f  s t a t e  purchase .  An i n e q u i t y  a r i s e s ,  how- 
e v e r ,  when both  s a l e s  and use  t a x  is  imposed on t h e  same t r a n s a c t i o n  
because f o r  reasons  o f  convenience o r  n e c e s s i t y  t h e  pu rchase r  t a k e s  
d e l i v e r y  i n  t h e  s t a t e  of  s a l e  f o r  subsequent  t r a n s p o r t a t i o n  t o  t h e  
s t a t e  o f  u s e .  About t h r e e - f o u r t h s  o f  t h e  s a l e s  t a x  s t a t e s  a l r e a d y  
have p r o v i s i o n s  i n  law t o  prevent  t h i s  i n e q u i t y  by a l l owing  a  c r e d i t  
f o r  t h e  t a x  pa id  i n  t h e  s t a t e  where t h e  s a l e  occu r r ed  I n  t h e  o t h e r  
one - fou r th  o f  t h e  s t a t e s ,  however, t h e  p o t e n t i a l  f o r  d u a l  t a x a t i o n  
remains .  These remaining s t a t e s  a r e  urged t o  amend t h e i r  s a l e s  t a x  
laws t o  a l l o w  a  c r e d i t  f o r  s a l e s  and use  t a x e s  p r e v i o u s l y  pa id  a n o t h e r  
s t a t e  by reason  o f  t h e  impos i t i on  o f  a  s i m i l a r  t a x .  Th i s  would be 
accomplished by t h e  enactment  o f  s t a t u t o r y  language a  long t h e  l i n e s  
o f  s e c t i o n  1 o f  t h e  sugges t ed  l e g i s l a t i o n  below. 

Some s t a t e s  engage i n  t h e  p r a c t i c e  o f  cha rg ing  t h e  expenses  
o f  s a l e s  and use  t a x  a u d i t s  t o  a  s e l l e r  who ma in t a in s  ' h i s  books and 
r e c o r d s  a t  an  o u t - o f - s t a t e  p l ace  of  b u s i n e s s .  Even where t h e  l i a b i l -  
i t y  o f  o u t - o f - s t a t e  s e l l e r s  t o  c o l l e c t  s a l e s  and use  t a x e s  i s  un- 
c o n t e s t e d ,  t h e i r  coope ra t ivenes s  would be enhanced i f  t h e  c o s t  o f  
t a x  a u d i t s  were no t  charged t o  them. The p r a c t i c e  o f  cha rg ing  
vendors t h e  c o s t  o f  a u d i t i n g  s a l e s  and use  t a x  a u d i t s  would be pro-  
h i b i t e d  under  s e c t i o n  2 of  t h e  sugges t ed  l e g i s l a t i o n .  

S t a t e s  and l o c a l i t i e s  can  f a c i l i t a t e  one a n o t h e r s  ' s a l e s  t a x  
enforcement  a c t i v i t i e s  by exchanging t a x  r eco rds  and r e l a t e d  informa- 
t i o n .  Some s t a t e s  and l o c a l i t i e s ,  however, l a ck  t h e  s t a t u t o r y  
a u t h o r i t y  t o  exchange s a l e s  and use  t a x  i n fo rma t ion  o r  t h e i r  a u t h o r i t y  
t o  do s o  is  l i m i t e d .  These s t a t e s  a r e  urged t o  amend t h e i r  laws 
where r e q u i r e d  t o  a u t h o r i z e  s t a t e  and l o c a l  s a l e s  t a x  o f f i c i a l s  t o  
open a d d i t i o n a  1 avenues f o r  improving t axpaye r  compliance and econo- 
mies i n  t a x  enforcement .  A l t e r n a t i v e l y ,  t h e  s t a t e s  may want t o  e n a c t  
a  g e n e r a l l y  a p p l i c a b l e  s t a t u t e  t o  a u t h o r i z e  t h e  exchange o f  informa- 
t i o n  r e l a t i n g  t o  a l l  s t a t e  and l o c a l  t a x e s .  S e c t i o n s  3 and 4 of  t h e  
sugges t ed  l e g i s l a t i o n  would l i m i t  t h e  exchange o f  i n fo rma t ion  t o  
j u r i s d i c t i o n s  which r e c i p r o c a t e  t h e  s e r v i c e  and under take  t o  u se  t h e  
i n fo rma t ion  s o l e l y  f o r  t a x  enforcement  purposes .  



Suggested Legis  l a t i o n  

[ T i t l e  should  conform t o  s t a t e  requi rements  .] 

(Be i t  e n a c t e d ,  e t c . )  

S e c t i o n  1. C r e d i t  s h a l l  be g ran t ed  a g a i n s t  t h e  t a x  imposed 

by [ s t a t e  s a l e s  and use  t a x  s t a t u t o r y  r e f e r e n c e s ]  w i t h  r e s p e c t  

t o  a  p e r s o n ' s  use  i n  t h i s  s t a t e  o f  t a n g i b l e  p e r s o n a l  p rope r ty  

purchased by him i n  a n o t h e r  s t a t e .  The amount o f  such  c r e d i t  

s h a l l  be e q u a l  t o  t h e  t a x  pa id  by him t o  a n o t h e r  s t a t e  by 

r ea son  o f  t h e  impos i t i on  o f  a  s i m i l a r  t a x  on h i s  purchase o r  

u se  of  t h e  p r o p e r t y .  The amount of  such c r e d i t  s h a l l  n o t  ex-  

ceed  t h e  t a x  imposed by t h i s  a c t .  

S e c t i o n  2 .  Notwi ths tanding  any o t h e r  p rov i s ion  o f  law, no 

charge  s h a l l  be imposed on r e g i s t e r e d  vendors f o r  any expense 

i n c u r r e d  by t h i s  s t a t e  o r  i t s  employees i n  connect ion  w i t h  t h e  

a u d i t  o f  t h e  books and r eco rds  of  such vendors r e g a r d l e s s  of  

where such books and r eco rds  may be l o c a t e d .  

S e c t i o n  3 .  The [ t a x  commissioner] a t  h i s  d i s c r e t i o n  may 

f u r n i s h  t o  t h e  t a x i n g  o f f i c i a l s  o f  any o t h e r  s t a t e  and i t s  

p o l i t i c a  1  s u b d i v i s i o n ,  t he  p o l i t i c a l  s u b d i v i s i o n s  o f  t h i s  

s t a t e ,  t h e  D i s t r i c t  o f  Columbia, t h e  United S t a t e s  and i ts  

t e r r i t o r i e s ,  any in fo rma t ion  con ta ined  i n  t a x  r e t u r n s  and r e -  

p o r t s  and r e l a t e d  s chedu le s  and documents f i l e d  pursuant  t o  

t h e  t a x  laws of  t h i s  s t a t e ,  o r  i n  t h e  r e p o r t  o f  an a u d i t  o r  

i n v e s t i g a t i o n  made w i t h  r e s p e c t  t h e r e t o ,  provided t h a t  s a i d  

j u r i s d i c t i o n s  g r a n t  s i m i l a r  p r i v i l e g e s  t o  t h i s  s t a t e  and pro-  

v ided  f u r t h e r  t h a t  such in fo rma t ion  i s  t o  be used o n l y  f o r  

t a x  purposes .  

S e c t i o n  4 .  The p o l i t i c a l  s u b d i v i s i o n s  o f  t h i s  s t a t e  may 

e n t e r  i n t o  agreements  w i t h  t h e  [ t a x  commissioner] t o  provide  

f o r  exchange o f  t a x  i n fo rma t ion  a u t h o r i z e d  by s e c t i o n  3 of  

t h i s  a c t .  



INCOME AND SALES TAX AMENDMENT ESTABLISHING 
PHYSICAL PRESENCE RULES 

The q u a l i t y  of t ax  admin i s t r a t i on  i s  becoming a  more important t ax  
c l ima te  v a r i a b l e  a s  t he  propor t ion  of bus iness  a c t i v i t y  conducted by m u l t i -  
s t a t e  f i rms  grows and a s  the demand f o r  g r e a t e r  t a x  c e r t a i n t y  and uniform 
treatment  i nc reases .  

I n  meeting the  need of m u l t i s t a t e  f i rms  f o r  c l e a r - c u t  and enforceable  
phys ica l  presence r u l e s  t o  govern the  de te rmina t ion  of t h e i r  l i a b i l i t y  f o r  
s a l e s  and income t ax  payments, s t a t e s  have exh ib i t ed  some gene ra l  r e l u c t a n c e ,  
i n  p a r t  perhaps,  i n  the b e l i e f  t h a t  d e f i n i t i v e  j u r i s d i c t i o n a l  r u l e s  might 
r e s u l t  i n  l o s s  of revenue and l i m i t  t h e i r  scope f o r  nego t i a t i on .  

However, t he  growing demand f o r  t a x  c e r t a i n t y  and uniform t rea tment  
on t h e  p a r t  of m u l t i s t a t e  f i rms  sugges ts  t h a t  most j u r i s d i c t i o n s  would have 
much t o  ga in  by pursuing a  pol icy  designed t o  maximize convenience, c e r t a i n t y ,  
and evenhanded t rea tment .  

These cons ide ra t ions  underscore the Commission's e a r l i e r  recommenda- 
t i o n s  c a l l i n g  f o r  S t a t e  r e h a b i l i t a t i o n  of l o c a l  proper ty  t ax  admin i s t r a t i on ,  
S t a t e  c o l l e c t i o n  of l o c a l  s a l e s  and income t axes ,  and S t a t e  conformity with 
key Federa l  income t a x  d e f i n i t i o n s .  

The fo l lowing  suggested l e g i s l a t i o n  s e t s  out  phys i ca l  presence r u l e s  
t o  govern the  j u r i s d i c t i o n a l  reach of s t a t e  income and s a l e s  t ax  adminis- 
t r a t o r s .  Some s t a t e s  may wish t o  e s t a b l i s h  such r u l e s  by admin i s t r a t i ve  
r a t h e r  than l e g i s l a t i v e  a c t i o n .  

Suggested L e g i s l a t i o n  

[ T i t l e  should conform t o  s t a t e  requirements.]  

(Be i t  enac ted ,  e t c . )  

1 Sec t ion  1. Def in i t i on .  For t he  purpose of [ i n s e r t  s t a t u t o r y  

2 c i t a t i o n  of s t a t e  co rpo ra t e  income t a x  and s t a t e  s a l e s  and use t a x ]  

3  doing bus iness  i n  t h i s  s t a t e  means: 

4 (1) owning, l ea s ing ,  o r  otherwise u t i l i z i n g  r e a l  p roper ty  wi th in  

5 t he  s t a t e ,  o r  

6 (2) owning, l e a s i n g  o r  otherwise u t i l i z i n g  wi th in  the  s t a t e  

7 personal  proper ty  which c o n t r i b u t e s  d i r e c t l y  o r  i n d i r e c t l y  
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(but no t  i n c i d e n t a l l y ) '  t o  t h e  product ion of income, o r  

(3) having one o r  more employees loca ted  i n  the  s t a t e ,  t h a t  i s ,  

performing s e r v i c e s  e n t i r e l y  w i th in  the s t a t e  o r  performing s e r v i c e s  

both wi th in  and without  t h e  s t a t e ,  bu t  the  s e r v i c e  performed without  

the  s t a t e  i s  i n c i d e n t a l  t o  the  s e r v i c e  performed wi th in  the  s t a t e ,  o r  

(4) r e g u l a r l y  accept ing  o r d e r s ,  r e g u l a r l y  making c o n t r a c t s  o r  

r e g u l a r l y  conducting s u b s t a n t i a l  bus iness  a c t i v i t i e s  w i th in  the  

s t a t e  through employees. 2  

Sec t ion  2. Enforcement. The [ t a x  commissioner] i s  au thor ized  

t o  make r u l e s  and r egu la t ions  and t o  r equ i r e  the  r epo r t ing  of informa- 

t i o n  necessary t o  enforce the  provis ions  of t h i s  a c t .  

1. The U .  S .  Supreme Court he ld  i n  t he  National  Be l l a s  Hess case  
on May 8 ,  1967, t h a t  an o u t - o f - s t a t e  mail  o rder  f i rm may not  be requi red  
t o  c o l l e c t  t he  use t a x  when i t s  only involvement with the  t ax ing  s t a t e  
c o n s i s t s  of mai l ing  ca t a logs  t o  customers i n  t h a t  s t a t e  and sending them 
merchandise by ma i l  o r  common c a r r i e r .  (National Be l l a s  Hess, Inc.  v. 
Department of Revenue) 

2. A corpora t ion  s h a l l  not  be considered t o  have a  bus iness  l oca t ion  
f o r  income t ax  purposes w i th in  a  s t a t e  i f  T i t l e  I of the  Act of September 14, 
1959 (Public Law 86-272) i s  app l i cab le  t o  such corpora t ion .  



STATE TAX CONCESSIONS FOR NEW INDUSTRY 

The growing s t a t e  d e s i r e  t o  s h a r e  i n  the f r u i t s  0 2  n a t i o n a l  
economic growth has a l t e r e d  the pragmatic th ink ing  t h a t  underpins 
s t a t e  business  t ax  p o l i c i e s .  There i s  s t i l l  keen concern l e s t  taxes  
d r i v e  indus t ry  "out,  I' o r  t h a t  the  t ax  system w i  11 g e t  too f a r  o u t  of 
l i n e  wi th  those  of neighboring j u r i s d i c t i o n s .  Thts defensive  tax  
pyschology i s  now being supplemented by a g r e s s i v e  t a x  s t r a t e g i e s  
designed t o  b r ing  indus t ry  "in.  " S t a t e  l e g i s  l a  t i v e  bodies have 
s i n g l e d  o u t  manufacturing p l a n t s  f o r  s p e c i a l  tax  concess ions  i n  the 
b e l i e f  t h a t  growth i n  manufacturing employment w i l l  have the  m u l t i -  
p l i e r  e f f e c t - - a d d i t i o n a l  jobs i n  market ing,  t r a n s p o r t a t i o n  and 
f inance .  

Although the  p r a c t i c e  of g r a n t i n g  s p e c i a l  t ax  concession does 
no t  c o n s t i t u t e  a  s e r i o u s  problem f o r  our f e d e r a l  system s o  long a s  
the economy s u s t a i n s  f u l l  employment, i n t e r s t a t e  compet i t ion f o r  
i n d u s t r i a l  p a y r o l l s  could take  on a  r a t h e r  r u l t h l e s s  c h a r a c t e r  
should t h e  economy d i p  i n t o  a  major r ecess ion .  In view of the r i s i n g  
s t a t e  i n t e r e s t  i n  promoting economic development, even a  " f l a t t e n i n g  
o u t "  of the  economy could be expected t o  genera te  cons ide rab le  demand 
t h a t  the  s t a t e  compete more a g r e s s i v e l y  by s t epp ing  up i t s  e f f o r t s  
on t h e  t a x  concession f r o n t .  

P resen t  s t a t e  t ax  inducement s t r a t e g i e s  c u t  ac ross  the  e n t i r e  
b e n e f i t  spectrum ranging from the  most g e n e r a l ,  designed t o  extend 
b e n e f i t s  t o  most o r  a l l  f i r m s ,  t o  the  h igh ly  p a r t i c u l a r - - t a i l o r e d  t o  
b e n e f i t  a  s i n g l e  f i rm,  General b e n e f i t  p o l i c i e s  inc lude  those  t h a t  
promote (a) taxpayer convenience ( s t a t e  c o l l e c t i o n  of loca  1 s a l e s  
t ax  l e v i e s ) ,  (b) taxpayer c e r t a i n t y  (c lea r -cu t  j u r i s d i c t i o n a l  r u l e s  
t o  govern the  reach of s t a t e  and l o c a l  s a l e s  and income t a x  c o l l e c -  
t o r s ;  the  s u b s t i t u t i o n  of s t a t e  adminis tered taxes  f o r  the  l o c a l  t a x  
on business  i n v e n t o r i e s ) ,  and (c) taxpayer e q u i t y  ( s t a t e  e q u a l i z a -  
t i o n  of l o c a l  proper ty  t a x  assessments) .  Across t h e  board r e d u c t i o n s  
i n  business  taxes  a l s o  s t a n d  o u t  a s  r a t h e r  c o s t l y  and p o l i t i c a l l y  
hazardous examples of the  nondiscr iminatory  means f o r  improving the  
j u r i s d i c t i o n ' s  bus iness  t a x  c l i m a t e .  

The f a m i l i a r  s t a t e  au thor ized  t a x  concess ion-- the  p r o p e r t y ,  
s a l e s ,  o r  income t a x  reduc t ion  granted by the  l e g i s l a t u r e  t o  d e s i g -  
nated c l a s s e s  of taxpayers- -s tands  about midway between the  genera l  
and the p a r t i c u l a r  b e n e f i t  extremes. I n  t h i s  case  the  l e g i s l a t u r e  
no t  only  des igna tes  the  b e n e f i c i a r y  c l a s s  ( i . e . ,  any f i rm t h a t  meets 
the  d e f i n i t i o n  of a  "new indus t ry"  o r  t h a t  c o n s t r u c t s  a "research 
and development f a c i l i t y " ) ,  i t  a l s o  p r e s c r i b e s  t h e  amount and dura -  
t i o n  of the t ax  reduc t ion .  I n  sha rp  c o n t r a s t  t o  the  genera l  b e n e f i t  
approach f o r  improving the  business  tax  c l i m a t e ,  t h i s  type of "c lass"  
l e g i s l a t i o n  is  f a i r l y  d i sc r imina to ry .  

The s t a t e  nego t i a ted  t ax  concession c o n t r a c t  w i t h  i n d i v i d u a l  
f i r m s ,  however, s t a n d s  o u t  a s  the extreme case  of a  p a r t i c u l a r  bene- 
f i t ,  and the  most d i sc r imina to ry  method t h a t  a  s t a t e  can employ t o  



e n t i c e  a  p o t e n t i a l  i n d u s t r i a l  p r o s p e c t  i n t o  i t s  j u r i s d i c t i o n .  
L o u i s i a n a ' s  r e c e n t  "breakthrough" on t h i s  f r o n t  s e r v e s  a s  t h e  c a s e  
i n  p o i n t .  I n  December 1966,  t h e  s t a t e  l e g i s l a t u r e  a u t h o r i z e d  t h e  
Louis iana  Counci l  on New I n d u s t r y ,  w i th  c e r t a i n  s a f e g u a r d s ,  t o  nego- 
t i a t e  c o n t r a c t s  w i th  manufac tu re r s  which i n  e f f e c t  w i l l  a l l o w  Loui-  
s i a n a  t o  meet t h e  b e s t  ( l owes t )  t a x  o f f e r  of any o t h e r  s t a t e  i n  
which a  manufac turer  contempla tes  l o c a t i n g .  

While t h e  n e g o t i a t e d  c o n t r a c t  can  be j u s t i f i e d  on e f f i c i e n c y  
grounds- - the  most en t i cemen t  "bang" f o r  each  t a x  r e d u c t i o n  "buck"-- 
t h e  a p p a r e n t  e f f i c i e n c y  of  t h i s  most h i g h l y  d i s c r i m i n a t o r y  and s e l e c -  
t i v e  method f o r  z e r o i n g  i n  on p o t e n t i a l  i n d u s t r i a l  t a r g e t s  could  
q u i c k l y  t r i g g e r  r e t a l i a t o r y  a c t i o n s  t h a t  would bo th  subve r t  t he  
i n t e r e s t s  of i n t e rgove rnmen ta l  comity and taxpayer  e q u i t y .  

The p r a c t i c e  of  making s p e c i a l  t a x  conces s ion  t o  new i n d u s t r y  
can have bane fu l  e f f e c t s  on ou r  f e d e r a l  sys tem by s e t t i n g  i n  motion 
a  s e l f - d e f e a t i n g  c y c l e  of c o m p e t i t i v e  t a x  u n d e r c u t t i n g  and i r r a t i o n a l  
d i s c r i m i n a t i o n s  among b u s i n e s s  f i r m s .  T h e r e f o r e ,  sta::es should  
avo id  p o l i c i e s  c a l c u l a t e d  t o  provide  s p e c i a l  t a x  advantages  o r  con- 
c e s s i o n s  t o  s e l e c t e d  groups of b u s i n e s s  f i r m s ,  and frame t h e i r  b u s i -  
n e s s  t a x  p o l i c i e s  a l o n g  g e n e r a l  r a t h e r  t han  s p e c i a l  b e n e f i t  l i n e s .  



EXCHANGE OF TAX RECORDS AND INFORMATION 

Administrative cooperation between federal, state and 
local tax administrations has had legislative and executive en- 
dorsement, in principle, at both state and federal levels for 
more than a generation. Its application, however, has been rather 
limited to date despite the significant dividends it can yield in 
terms of increased revenues, enforcement cost economies, and im- 
proved taxpayer compliance. 

The case for intergovernmental cooperation among state and 
local tax administrations and between them and the federal govern- 
ment is self-apparent. Tax information assembled by one can be 
useful to one or more of the others. Moreover, just as taxpayers' 
respect for federal tax administration has complementary benefits 
for state administrations, so improved state and local tax enforce- 
ment eases the federal task. Conversely, each discouragement to 
under-reporting of federal tax liability increases the odds against 
under-reporting to state and local governments and vice versa. 

The exchange of tax records and information among states 
and between the states and the Federal Internal Revenue Service 
is basic to intergovernmental efforts to secure better reporting 
by taxpayers. The Revenue Act of 1926 and subsequent Congressional 
enactments contain explicit authority for giving state tax officials 
access to federal tax returns. In some states, however, statutory 
authority for the exchange of tax information is limited and may 
even be completely lacking as to a specific tax. 

Accordingly, states are urged to examine their existing 
statutes relative to the exchange of tax information with tax 
officials of other jurisdictions so as to insure that they are 
clear-cut and adequate. Consideration might also be given to 
the enactment of a generally applicable statute which would uni- 
formly authorize the exchange of information as to all taxes 
imposed in the state instead of enacting such authority separately 
in connection with each different tax. The suggested legislation 
limits the exchange of information to jurisdictions which recipro- 
cate the service and undertake to use the information solely for 
tax enforcetnent purposes. 

Suggested Legislation 

fiitle should conform to state requirements7 - - 
(Be it enacted, etc.) 

1 - Section 1. The E a x  c o d s s i o n e ~ 7  at his discretion may 

2 furnish to the taxing officials of any other state and its 



political subdivisions, the political subdivisions of this 

state, the District of Columbia, the United States and its 

territorier, fianada and the Province8 of canadz7 any infor- 

mation contained in tax return8 and report8 and related 

schedule8 and documents filed pureuant to the tax laws of 

this state, or in the report of an audit or investigation 

made with respect thereto, provided that said jurisdictions 

grant similar privileges to this state and provided further 

that such information is to be used only for tax purposes. 

Section 2. The political subdivisions of this state may --- 
enter into agreements with the fiax ~onsnissione~7 to provide 

for exchange of tax information authorized by Section 1 of 

this act, 



UNIFORM PERSONAL INCOME TAX STATUTE 

The personal  income t a x  r ep re sen t s  t he  l a s t  unde r -u t i l i zed  major 
revenue source f o r  many s t a t e s .  One-third of the  s t a t e s ,  inc luding  some i n  
the  most i n d u s t r i a l i z e d  high-income s e c t i o n s  of t he  count ry ,  do n o t  t a x  
personal  incomes a t  a l l  and another  t h i r d  t ax  them a t  r e l a t i v e l y  low e f f e c -  
t i v e  r a t e s .  The t a x  produces about $5 b i l l i o n  f o r  t he  33 s t a t e s  wi th  income 
taxes .  I n  c o n t r a s t ,  s t a t e  and l o c a l  s a l e s  taxes  produce about $10 b i l l i o n  
and proper ty  t axes  about $27 b i l l i o n .  I n  the  aggregate  the personal  income 
tax  provides only about 15 percent  of a l l  s t a t e  and 8 percent  of a l l  s t a t e  
and l o c a l  taxes .  Therefore,  most s t a t e s  now de r ive  l i t t l e  b e n e f i t  from the  
unique growth p o t e n t i a l  of t h i s  t ax .  

The personal  income t a x  i s  the  b r i g h t e s t  p rospec t ive  revenue source 
a v a i l a b l e  t o  s t a t e s  f o r  c l o s i n g  the  gap between r i s i n g  expendi ture  needs and 
t h e  revenue p roduc t iv i ty  of t h e i r  t ax  systems. Since World War 11, s t a t e  and 
l o c a l  expenditures  have been growing a t  t he  r a t e  of 8 t o  9 percent  per yea r  
whi le  the  p r i n c i p a l  s t a t e  and l o c a l  revenue producers--general  r e t a i l  s a l e s  
and proper ty  taxes- - increase  a t  only about h a l f  t h i s  r a t e  and roughly i n  pro- 
po r t ion  t o  the  gross  n a t i o n a l  product.  Grea ter  r e l i a n c e  on personal  income 
taxes  w i l l  s t r eng then  the  revenue p o s i t i o n  of the s t a t e s  a s  the  n a t i o n a l  
economy cont inues  t o  grow. 

The personal  income t a x  has o the r  important a t t r i b u t e s .  It permits  
a  l a r g e r  share  of the  t a x  burden t o  be ad jus ted  t o  t h e  s i z e  of t h e  family 
through an exemption system. It t y p i c a l l y  r e s u l t s  i n  equal  t reatment  of i n d i -  
v idua l s  and households wi th  equal  income, a c h a r a c t e r i s t i c  t h a t  grows i n  
importance a s  t he  margin between people ' s  incomes and t h e i r  consumer expendi- 
t u r e s  widens and a s  family homesteads become l e s s  and l e s s  i n d i c a t i v e  of t ax -  
paying a b i l i t y .  The personal  income t a x  a l s o  provides t he  most e f f e c t i v e  way 
f o r  exempting the  disadvantaged members i n  American soc i e ty - - the  poor--from 
some of t he  growing burden of s t a t e  and l o c a l  taxes.  This a t t r i b u t e  takes  
on inc reas ing  importance a s  n a t i o n a l  po l icy  ob jec t ives  encompassed i n  t he  
an t i -pove r ty  program ga in  dominance, a s  the  s i g n i f i c a n c e  of the  s t a t e  and 
l o c a l  s e c t o r  i n  t o t a l  government opera t ions  inc reases ,  and a s  t h e  weight of 
n a t i o n a l  p a y r o l l  t axes  t o  f inance  s o c i a l  s e c u r i t y  programs grows heav ie r .  

The n a t i o n a l  government now ob ta ins  over $60 b i l l i o n ,  more than h a l f  
of i t s  t ax  revenue, from the personal  income t ax .  O f  the  American peop le ' s  
annual t ax  payments on t h e i r  personal  incomes, 93 percent  i s  t o  t he  f e d e r a l  
government, only 7 percent  t o  s t a t e  and l o c a l  governments. The u n i v e r s a l i t y  
and dominance of the  f e d e r a l  income tax  has a l ready  prompted most income tax 
s t a t e s  t o  conform t h e i r  income t ax  laws t o  the  f e d e r a l  code i n  the  i n t e r e s t  
of minimizing taxpayer inconvenience, and admin i s t r a t i ve  c o s t s .  The prospect  
of increased  s t a t e  use of income t a x a t i o n  f u r t h e r  underscores  t he  case  f o r  
conforming s t a t e  personal  income t a x  laws t o  the  Federal  I n t e r n a l  Revenue 
Code. 



The def in i t ion  of ne t  income derived from business and pro- 
fessional  a c t i v i t y  lends i t s e l f  uniquely to  federa l - s ta te  income 
tax conformity. The basic  questions i n  t h i s  area a r e  bes t  re -  
solved i n  accord with the ru les  of good business pract ice.  The 
de f in i t i on  of ne t  income from business operations i s  i n  f a c t ,  
largely an exercise i n  a r t i cu l a t ing  the ru les  of accountancy. Be- 
cause federal  law i n  t h i s  regard i s  already qu i t e  exp l i c i t ,  s t a t e  
independence with respect t o  the de f in i t i on  of ne t  income can re -  
s u l t  i n  taxpayer inconvenience and administrative complexity. For 
t h i s  reason, the Advisory Commission on Intergovernmental Relations 
has recommended tha t  the  s t a t e s  endeavor to  bring t h e i r  income tax 
laws in to  harmony with the federal  def in i t ion  of adjusted gross 
income. 

Aside from the special  treatment of income from government 
obl igat ions required by the doctr ine of intergovernmental tax 
immunities, the income port ion of most taxpayers' s t a t e  returns 
could be completed by copying a s ing le  f igure  from the federal  re-  
turn ( l i n e  9 of Federal Form #1040), under the approach taken i n  
t h i s  suggested l eg i s l a t i on .  S ta tes  would, a t  the same time, r e t a i n  
the r equ i s i t e  f l e x i b i l i t y  with respect to determining personal de- 
ductions and exemptions a s  well as  adjusted gross income modifica- 
t ions designed to promote tax equity', maximize the tax base, and 
minimize the l ikelihood of adverse e f f ec t s  on s t a t e  tax  revenues 
resu l t ing  from unforeseen changes i n  federal  tax policy. 

To f a c i l i t a t e  the adoption of a s t a t e  income tax law conform- 
ing i n  a l l  e s sen t i a l  respects t o  appropriate Federal In te rna l  
Revenue Code provisions, t h i s  suggested l eg i s l a t i on  incorporates 
i n  one comprehensive a c t  the  provisions necessary to  deal consis- 
t en t ly  with partnerships,  e s t a t e s ,  t r u s t s ,  benef ic ia r ies ,  and de- 
cedents, as  well a s  individuals.  The l eg i s l a t i on  includes the 
def in i t ion  of residence (section l (b))  recommended by the Advisory 
Commission for  adoption by a l l  income tax s t a t e s  i n  order to  
preclude multiple taxat ion and to  eliminate tax  avoidance. It a l so  
contains a provision ( t i t l e  11, pa r t  I, sect ion 11) f o r  credi t ing 
res idents  of the s t a t e  f o r  income tax paid another s t a t e ,  a prac- 
t i c e  now followed by two-thirds of the income tax s t a t e s  i n  the 
i n t e r e s t  of consistency with tax co l lec t ion  a t  the source and the 
avoidance of double taxat ion of the same income. 

The ultimate object ive of federa l - s ta te  income tax  comity i s  
a condition tha t  would enable the taxpayer t o  s a t i s f y  both s t a t e  
and federal  f i l i n g  requirements with a s ing le  tax return.  The 
r ea l i za t ion  of such a goal,  however, i s  unlikely without s t a t e  and 
federal  authori ty  t o  experiment on a l imited geographical basis .  
The Advisory Commission has recommended tha t  i n  order t o  encourage 
experimentation with federal  co l lec t ion  of s t a t e  income taxes,  the 
Congress authorize the In te rna l  Revenue Service and tha t  the leg is -  
l a tu re s  of s t a t e s  using personal income taxes authorize t h e i r  
governors, to  enter  i n to  mutually acceptable agreements f o r  federal  
co l lec t ion  of s t a t e  income taxes. Legislat ion was introduced i n  



the  89th Congress (H.R. 14997) t o  give f e d e r a l  o f f i c i a l s  the  neces-  
sary  a u t h o r i t y .  This  suggested l e g i s l a t i o n  provides a u t h o r i z a t i o n  
f o r  t h e  governor t o  e n t e r  i n t o  an  agreement f o r  f e d e r a l  c o l l e c t i o n  
of the  s t a t e  income tax  ( t i t l e  V I I I ,  p a r t  V I I ,  s e c t i o n  112). 

Continuing revenue p ressures ,  aga ins t  t h e  background of the  
recent  s u b s t a n t i a l  inc reases  i n  proper ty  t a x  r a t e s ,  a r e  enhancing 
l o c a l  government i n t e r e s t  i n  o the r  tax  sources ,  inc luding the  i n d i -  
v idua l  income t a x .  Local governments i n  seven s t a t e s  (Alabama, 
Kentucky, Mary land,  Missour i ,  Michigan, Ohio, and Pennsylvania) may 
impose income taxes .  The f i r s t  four-mentioned s t a t e s  a l s o  levy 
s t a t e  personal  income taxes  but  the  number of t h e i r  l o c a l i t i e s  using 
income taxes  is  q u i t e  l imi ted  . Michigan, Ohio, and Pennsylvania , 
none of which l e v i e s  a  s t a t e  personal  income t a x ,  have permitted 
l o c a l  income taxa t ion  t o  p r o l i f e r a t e .  The s t a t e s  have a  u s e f u l  and 
s i g n i f i c a n t  coordinat ing r o l e  t o  play i n  the  admin i s t ra t ion  of loc  a1 
income taxes  a s  we l l  a s  i n  o the r  nonproperty t a x e s ,  a s  noted e l s e -  
where i n  these  s t a t e  l e g i s l a t i v e  proposals .  (See Local Sa les  Tax 
Supplement. ) 

While income taxes  a r e  p re fe rab le  t o  s a l e s  and many o t h e r  types 
of taxes  because they can be s t r u c t u r e d  t o  d i s t r i b u t e  t h e i r  burden 
i n  conformity with a b i l i t y  t o  pay and with necessary regard  f o r  t h e  
taxpayer ' s  family o b l i g a t i o n s ,  they have important l i m i t a t i o n s  f o r  
use a t  t h e  l o c a l  l e v e l . .  These l i m i t a t i o n s  grow more compelling a s  
the  economies of the  d i f f e r e n t  s e c t i o n s  of the  country become more 
and more in terdependent .  Inc reas ing ly ,  our people l i v e  i n  one j u r i s -  
d i c t i o n  and work i n  ano the r .  Inc reas ing ly ,  our people supplement 
t h e i r  wages and s a l a r i e s  from l o c a l  sources  wi th  investment and 
earned income from o t h e r  p a r t s  of the  s t a t e  and from o the r  s t a t e s .  
I n  deference t o  these  cons ide ra t ions  l o c a l  j u r i s d i c t i o n s  t h a t  now 
use t h e s e  t axes  genera l ly  l i m i t  them t o  income from wages and s a l a -  
r i e s .  I n  doing s o ,  they forego some of the  advantages of the  income 
tax  i n  terms of a b i l i t y  t o  pay. 

,' 
These kinds of cons ide ra t ions  exp la in  t h e  Advisory Commission's 

preference  f o r  s t a t e  r a t h e r  than l o c a l l y  imposed personal  income 
taxes .  Local j u r i s d i c t i o n s '  need f o r  revenue t o  supplement those  
from proper ty ,  s a l e s ,  and o t h e r  l o c a l  t ax  sources  a r e  b e s t  met by 
s t a t e  f i n a n c i a l  a i d  a l l o c a t e d  with appropr ia te  regards f o r  v a r i a -  
t i o n s  i n  l o c a l  needs and f i s c a l  r e sources .  

Where i t  i s  des i red  t o  supplement l o c a l  resources  with revenues 
from a  t ax  on personal  incomes and t h i s  cannot be e f f e c t u a t e d  through 
a  s t a t e  l evy ,  income taxes  imposed below the  s t a t e  l e v e l  a r e  a  
poss ib le  a l t e r n a t i v e .  Such t a x e s ,  however, a r e  p re fe rab ly  levied 
over a s  l a rge  an a r e a  a s  p o s s i b l e ,  i d e a l l y  coinciding with the  
boundaries of t h e  economic o r  metropol i tan  a rea  and a s  a  supplement 
("piggy-back") t o  the  s t a t e ' s  tax  and c o l l e c t e d  with i t .  The county 
meets t h i s  a rea  requirement where i t s  boundaries coincide  with the  
boundaries of a  metropol i tan  a r e a .  

In  mult i-county economic or  metropol i tan  a r e a s ,  the p re fe r red  
method i s  a  uniform income t a x  app l i cab le  t o  the e n t i r e  a r e a .  In 



t h e s e  c a s e s ,  a s  i n  t h e  c a s e  of a  countywide t a x  sha red  wi th  i n c o r -  
po ra t ed  and unincorpora ted  j u r i s d i c t i o n s ,  t h e  d i v i s i o n  of c o l l e c t i o n s  
is  l i k e l y  t o  pose d i f f i c u l t i e s .  Such d i f f i c u l t i e s  could  be avoided 
by r e s e r v i n g  t h e  proceeds of t h e  income t a x  f o r  f i n a n c i n g  a  s i g n i -  
f i c a n t  a reawide  program o r  func t ion  i n  which t h e  c o n s t i t u e n t  j u r i s -  
d i c t i o n s  have a  common i n t e r e s t ,  a s  f o r  example, i n  h i g h e r  e d u c a t i o n ,  
r e c r e a t i o n ,  o r  wa te r  supp ly .  Where t h e  d i r e c t  use of income t a x  
c o l l e c t i o n s  f o r  a  common program o r  f u n c t i o n  i s  n o t  p r a c t i c a b l e ,  a  
s h a r i n g  between t h e  j u r i s d i c t i o n  of employment and t h e  j u r i s d i c t i o n  
of r e s i d e n c e ,  a s  i n  Michigan,  i s  a  r ea sonab le  second c h o i c e .  I t  i s  
i n c o n t r o v e r t i b l e ,  however, t h a t  t h e  s m a l l e r  t h e  income t ax  j u r i s d i c -  
t i o n  t h e  more d i f f i c u l t  i t  becomes t o  s a t i s f y  t h e  d i c t a t e s  of t a x  
f a i r n e s s .  While t h e  s t a t e  can p r o t e c t  i t s  t axpaye r s  w i th  m u l t i -  
s t a t e  income t a x  sou rces  a g a i n s t  double t a x a t i o n  through t a x  c r e d i t s  
and o t h e r  a r r angemen t s ,  t h i s  i s  i m p r a c t i c a b l e  w i th  r e s p e c t  t o  double 
t a x a t i o n  by l o c a l  j u r i s d i c t i o n s  wi thout  jeopardy t o  t h e  a d m i n i s t r a -  
t i v e  e a s e  and e f f i c i e n c y  o b j e c t i v e s  of t h e  l o c a l  supplement d e v i c e .  
The sugges ted  l e g i s l a t i o n  p rov ides  f o r  a  mu l t i - coun ty  p e r s o n a l  i n -  
come t a x  supplement t o  t h e  s t a t e  income t a x  ( t i t l e  I X ) .  S t a t e s  
d e s i r i n g  t o  r e s e r v e  t h e i r  revenue y i e l d  f o r  an  areawide program o r  
f u n c t i o n  cou ld  do s o  by an a p p r o p r i a t e  m o d i f i c a t i o n  of  s e c t i o n  1 2 3 .  
I n  s i n g l e  county t a x i n g  a r e a s ,  t h e  c e r t i f i c a t i o n  p r o v i s i o n s  of s e c -  
t i o n  
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120 can b e  a p p r o p r i a t e l y  mod i f i ed .  

Suggested L e g i s l a t i o n  

[ T i t l e  should  conform t o  s t a t e  requi rements . ]  

(Be i t  enac ted ,  e t c . )  

TITLE I 

IMPOSITION OF TAX 

S e c t i o n  1. (a) Impos i t ion  and Ra te  o f  Tax. A t a x  i s  h e r e -  

by imposed f o r  each t a x a b l e  y e a r  on t h e  e n t i r e  t a x a b l e  income 

of  every  r e s i d e n t  o f  t h i s  s t a t e  and on t h e  t a x a b l e  income of  

every  nonres iden t  which i s  de r ived  from sou rces  w i t h i n  t h i s  

s t a t e .  The amount o f  t h e  t a x  s h a l l  be  determined i n  acco r -  

dance w i t h  t h e  fo l lowing  t a b l e :  

I f  t h e  t a x a b l e  income i s :  The t a x  is:  

Not ove r  $ [ ] [ 1% of  t h e  t a x a b l e  income 

Over $ [  1 b u t  n o t  ove r  $ [  I p l u s  [ 1% of  t h e  

$ [  1 exces s  ove r  $ [  1 
Over $ [  ] b u t  n o t  ove r  $ [  I p l u s  [ 1% of t h e  

$ [  I exces s  ove r  $ [  1 
(b) Res iden t  and Nonres ident  Defined.  Fo r  purposes  o f  t h i s  

a c t :  



(1) A r e s i d e n t  of t h i s  s t a t e  means an ind iv idua l  who 

i s  domiciled i n  t h i s  s t a t e  un less  he maintains no permanent 

p lace  of abode i n  t h i s  s t a t e  and does mainta in  a  permanent 

p lace  of abode elsewhere and spends i n  t h e  aggregate  not  more 

than t h i r t y  days of the  t axab le  year  i n  t h i s  s t a t e ;  o r  who i s  

not  domiciled i n  t h i s  s t a t e  but  mainta ins  a permanent p lace  of 

abode i n  t h i s  s t a t e  and spends i n  t h e  aggregate more than 183 

days of the  t axab le  year i n  t h i s  s t a t e .  

(2) A nonres ident  means an ind iv idua l  who i s  no t  a 

r e s i d e n t  of t h i s  s t a t e .  

(c) Cross References: For a p p l i c a t i o n  of the  t a x  t o  

e s t a t e s  and t r u s t s ,  s e e  t i t l e  V; f o r  a p p l i c a t i o n  to  pa r tne r -  

s h i p s ,  t i t l e  V I .  

Sec t ion  2. J o i n t  Return o r  Return of Surviving Spouse. 

I n  t h e  case  of a  j o i n t  r e t u r n  of a  husband and wife ,  the  t a x  

imposed by s e c t i o n  1 s h a l l  be twice the  t a x  which would be 

imposed i f  the  t axab le  income were c u t  i n  h a l f .  For purposes 

of t h i s  s e c t i o n ,  s e c t i o n  3 (opt ional  tax)  and s e c t i o n  8 

(standard deduct ion) ,  a  r e t u r n  of a surviving spouse s h a l l  be 

t r e a t e d  a s  a  j o i n t  r e t u r n  of husband and wife .  

Sect ion 3. Optional Tax. (a) Option t o  E l e c t  i n  Lieu 

Tax. I n  l i e u  of  the  t a x  imposed by s e c t i o n  1, t h e r e  i s  hereby - 
imposed f o r  each t axab le  year  on the  t axab le  income of every 

ind iv idua l  whose ad jus ted  g ross  income f o r  such year i s  l e s s  

than $5,000, o r  i n  t h e  case  of a  married couple f i l i n g  a  j o i n t  

r e t u r n  f o r  such year  whose ad jus ted  g ross  income i s  l e s s  than 

$10,000, and who has e l e c t e d  f o r  such year to  pay the  t a x  

imposed by t h i s  s e c t i o n ,  a  t ax  a s  follows: 

( I n s e r t  appropr ia te  t a b l e s )  

(b) Manner of E lec t ion .  The e l e c t i o n  r e f e r r e d  t o  i n  sub- 

s e c t i o n  (a) s h a l l  be made i n  the  manner provided i n  regula-  

t i o n s  p resc r ibed  by t h e  [ t a x  commissioner]. 

(c) Separa te  Returns.  A husband o r  w i f e  may not e l e c t  t o  

pay the  op t iona l  t ax  imposed by t h i s  s e c t i o n  i f  the  t a x  of the  

o t h e r  spouse i s  determined under s e c t i o n  1 on the  b a s i s  of 



taxable  income computed without regard t o  t h e  s tandard de- 

duc t ion .  

(d) Optional Tax Does Not Apply. The op t iona l  t ax  imposed 

by t h i s  s e c t i o n  does not  apply t o  any ind iv idua l  who i s  i n -  

e l i g i b l e  t o  e l e c t  the  opt ional  t ax  provided i n  t h e  I n t e r n a l  

Revenue Code of the  United S t a t e s ,  nor to  e s t a t e s  o r  t r u s t s .  

(e) Determination of Taxable Income. I n  t h e  case  of a 

taxpayer who makes the  e l e c t i o n  r e f e r r e d  t o  i n  t h i s  sec t ion ,  

taxable  income means adjus ted gross  income a s  modified by 

s e c t i o n  6 l e s s  t h e  standard deduction provided i n  s e c t i o n  8 

and t h e  deduction f o r  personal exemptions provided i n  s e c t i o n  

10. 

Sect ion 4. Meaning of Terms. Any term used i n  t h i s  a c t  

s h a l l  have the  same meaning a s  when used i n  a comparable con- 

t e x t  i n  t h e  laws of t h e  United S t a t e s  r e l a t i n g  t o  federa l  i n -  

come taxes ,  unless  a d i f f e r e n t  meaning i s  c l e a r l y  required.  

Any reference i n  t h i s  a c t  t o  t h e  laws of the  United S t a t e s  

s h a l l  mean the  provis ions  of t h e  I n t e r n a l  Revenue Code of 

1954, and amendments the re to ,  and o t h e r  provis ions  of the  laws 

of the  United S t a t e s  r e l a t i n g  t o  f e d e r a l  income taxes ,  a s  t h e  

same may be o r  become e f f e c t i v e ,  a t  any time o r  from time t o  

time, f o r  t h e  taxable  year.  

(Al ternate  form--to avoid i n v a l i d i t y  on the ground 
of  i l l e g a l  delegation) 

Sect ion 4. Meaning of Terms. Any term used i n  t h i s  a c t  

s h a l l  have the  same meaning a s  when used i n  a comparable 

context  i n  t h e  laws of the  United S t a t e s  r e l a t i n g  t o  f e d e r a l  

income taxes ,  unless  a d i f f e r e n t  meaning i s  c l e a r l y  required.  

Any reference i n  t h i s  a c t  t o  t h e  laws of t h e  United S t a t e s  

s h a l l  mean the  provis ions  of t h e  I n t e r n a l  Revenue Code of 

1954, and amendments the re to ,  i n  e f f e c t  on [December 31, 19 ] 

and o ther  provis ions  of the  laws of the  United S t a t e s  r e l a t i n g  

t o  f e d e r a l  income taxes i n  e f f e c t  on. [December 31, 19 1, o r  

at  t h e  opt ion of the  taxpayer i t  s h a l l  mean t h e  provis ions  of 

t h e  I n t e r n a l  Revenue Code of 1954 and amendments t h e r e t o  and 



12 o t h e r  p rov i s ions  of t h e  laws of the  United S t a t e s  r e l a t i n g  t o  

13  f e d e r a l  income taxes  a s  they may be i n  e f f e c t  f o r  t h e  t axab le  

14 year.  

TITLE I1 

COMPUTATION OF TAXABLE INCOME 

P a r t  I - Resident Ind iv idua l s  

Sec t ion  5. Taxable Income. The e n t i r e  t axab le  income of 

a  r e s i d e n t  of t h i s  s t a t e  s h a l l  be h i s  f e d e r a l  ad jus ted  g r o s s  

income a s  def ined i n  the  laws of the  United S t a t e s  wi th  t h e  

modif ica t ions  and l e s s  the  deductions and personal  exemptions 

provided i n  t h i s  p a r t .  

Sec t ion  6. Modif ica t ions .  (a) Addit ions.  There s h a l l  be 

added t o  f e d e r a l  ad jus ted  g r o s s  income: (1) i n t e r e s t  o r  

dividends on o b l i g a t i o n s  o r  s e c u r i t i e s  of any s t a t e  o r  of a  

p o l i t i c a l  subd iv i s ion  o r  a u t h o r i t y  thereof (o the r  than t h i s  

s t a t e  and i t s  p o l i t i c a l  subdivis ions  and a u t h o r i t i e s ) ;  and 

(2)  i n t e r e s t  o r  dividends on o b l i g a t i o n s  of any a u t h o r i t y ,  

commission, i n s t r u m e n t a l i t y ,  t e r r i t o r y  o r  possess ion of t h e  

United S t a t e s  which by t h e  laws of t h e  United S t a t e s  a r e  

exempt from f e d e r a l  income tax  but  not  from s t a t e  income 

taxes .  

(b) Sub t rac t ions .  There s h a l l  be sub t rac ted  from f e d e r a l  

ad jus ted  g ross  income i n t e r e s t  o r  dividends on o b l i g a t i o n s  of  

the  United S t a t e s  and i t s  t e r r i t o r i e s  and possess ions  o r  of 

any a u t h o r i t y ,  commission o r  ins t rumenta l i ty  of the United 

S t a t e s  t o  t h e  ex ten t  i n c l u d i b l e  i n  g ross  income f o r  f e d e r a l  

income tax  purposes bu t  exempt from s t a t e  income taxes under 

t h e  laws of the United S t a t e s ,  provided t h a t  the  amount sub- 

t r a c t e d  under t h i s  subsect ion s h a l l  be reduced by any i n t e r e s t  

on indebtedness incurred t o  ca r ry  the  o b l i g a t i o n s  o r  s e c u r i t i e s  

descr ibed i n  t h i s  subsect ion,  and by any expenses incurred i n  

the production of i n t e r e s t  o r  dividend income descr ibed i n  

t h i s  subsect ion t o  the  ex ten t  t h a t  such expenses including 



23 amortizable bond premiums a r e  deduc t ib le  i n  determining 

f e d e r a l  ad jus ted  gross  income. 

(c) Fiduciary  Adjustment. There s h a l l  be  added t o  o r  

sub t rac ted  from f e d e r a l  ad jus ted  gross  income, a s  t h e  case  may 

be,  t h e  t axpayer ' s  sha re  of t h e  f iduc ia ry  adjustment determined 

under s e c t i o n  3 4 .  

(d) Cross Reference. For modif ica t ions  required t o  be 

made by a p a r t n e r  r e l a t i n g  t o  items of income, ga in ,  l o s s  o r  

deduction of a pa r tne r sh ip ,  s e e  t i t l e  V I .  

Sect ion 7 .  Deduction. The deduction of a r e s i d e n t  i n d i -  

v idua l  s h a l l  be h i s  s tandard deduction unless  he e l e c t s  t o  

i temize  h i s  deductions a s  provided i n  s e c t i o n  9. 

Sec t ion  8. Standard Deduction. The s tandard deduction of 

a r e s i d e n t  ind iv idua l  o r  of a r e s i d e n t  husband and wi fe  who 

f i l e  a j o i n t  r e t u r n  s h a l l  be 10 percent  of h i s  o r  t h e i r  

ad jus ted  g ross  income a s  modified by t h i s  p a r t ,  o r  $1,000, 

whichever i s  l e s s .  The s tandard deduction of a married per-  

son who f i l e s  a separa te  r e t u r n  s h a l l  no t  exceed $500. 

Sect ion 9. Itemized Deductions. (a) General. I f  a  

r e s i d e n t  ind iv idua l  has i temized h i s  deductions from ad jus ted  

gross  income i n  determining h i s  f e d e r a l  t axab le  income, he 

may e l e c t  i n  determining h i s  taxable  income under t h i s  a c t  t o  

deduct t h e  sum of  such i temized deductions (o ther  than deduc- 

t i o n s  f o r  personal  exempt ions)  : 

(1) Reduced by any amount thereof  r epresen t ing  ( i )  

income taxes  imposed by t h i s  s t a t e  o r  any o t h e r  taxing j u r i s -  

d i c t i o n  and ( i i )  i n t e r e s t  o r  expenses incurred i n  t h e  produc- 

t i o n  of income exempt from t a x  under t h i s  a c t  and 

(2) Increased by the  amount of i n t e r e s t  o r  expense 

incurred i n  the  production of income taxab le  under t h i s  a c t  

but  exempt from f e d e r a l  income t a x  (and which has no t  been 

deducted i n  determining f e d e r a l  ad jus ted  g ross  income). 

(b) Husband and Wife. A husband and wi fe ,  both  of whom 

a r e  required t o  f i l e  r e t u r n s  under t h i s  a c t  s h a l l  be allowed 

t o  i temize  t h e i r  deductions only i f  both  e l e c t  t o  do so.  The 



t o t a l  of  i temized deductions of  a husband and wife  whose fed-  

e r a l  t axab le  income i s  determined on a j o i n t  r e t u r n  but  whose 

t axab le  incomes a r e  determined s e p a r a t e l y  f o r  purposes of  t h i s  

a c t ,  may be taken by e i t h e r  o r  d ivided between them a s  they 

may e l e c t .  

Sect ion 10. Personal  Exemptions and Cred i t s .  (a) E- 
sonal  Exemptions. A r e s i d e n t  s h a l l  be allowed an exemption 

of  $[600] f o r  each exemption t o  which he i s  e n t i t l e d  f o r  the  

taxable  year  f o r  f e d e r a l  income t a x  purposes.  

(b) A Cred i t  f o r  Sa les  Tax Paid  on Food [and Drugs]. 

( i )  General. There s h a l l  a l s o  be allowed t o  r e s i d e n t  i n d i -  

v i d u a l s  a s  a c r e d i t  aga ins t  t h e  t a x  imposed by t h i s  a c t ,  a  
1 

food [and drug] s a l e s  t a x  c r e d i t  equal t o  $ [  ]  m u l t i p l i e d  

by the  number of al lowable personal  exemptions claimed f o r  

ind iv idua l s  who a r e  r e s i d e n t s ,  exc lus ive  of t h e  e x t r a  exemp- 

t i o n s  al lowable f o r  age o r  b l indness .  A refund s h a l l  be 

allowed t o  t h e  e x t e n t  t h a t  t h e  food [and drug] s a l e s  t ax  

c r e d i t  exceeds t h e  income t a x  payable by t h e  r e s i d e n t  ind iv id -  

u a l  f o r  the  t axab le  year .  

( i i )  L imi ta t ion  on Claim. No ind iv idua l  who may be  

claimed a s  a personal  exemption on another  i n d i v i d u a l ' s  r e -  

tu rn  s h a l l  be e n t i t l e d  t o  a food [and drug] s a l e s  t a x  c r e d i t  

o r  refund f o r  himself .  I f  a  food [and drug] s a l e s  t a x  c r e d i t  

o r  refund i s  claimed on more than one r e t u r n  f o r  t h e  same 

i n d i v i d u a l ,  t h e  [ t a x  commissioner] i s  author ized t o  determine 

t h e  ind iv idua l  e n t i t l e d  t o  claim the  c r e d i t  o r  refund provided 

here in .  

( i i i )  Exemptions Prora ted.  I f  personal  exemptions 

a r e  p ro ra ted  under o t h e r  provis ions  of  t h i s  a c t ,  then the  food 

[and drug] s a l e s  t a x  c r e d i t  o r  refund s h a l l  be p ropor t iona te ly  

prora ted.  

( iv)  Sa les  Tax Presumed Paid .  Any ind iv idua l ,  o t h e r  

than a person who f o r  more than s i x  months o f  t h e  t axab le  yea r  

1. E.g., $6 where s a l e s  t ax  i s  2%; $9 where s a l e s  t a x  i s  3%; 
$12 where s a l e s  t ax  i s  4%. 



i s  a  r e s i d e n t  p a t i e n t  o r  inmate of a  pub l i c  i n s t i t u t i o n  o r  

an o rgan iza t ion  exempt from t a x  a s  a  c h a r i t a b l e  i n s t i t u t i o n ,  

who maintains a  permanent p lace  of abode w i t h i n  t h i s  s t a t e ,  

spending i n  the  aggregate  more than 6 months of the  t axab le  

year  w i t h i n  t h i s  s t a t e , s h a l l  be conclus ively  presumed t o  have 

paid  o r  paid  wi th  r e s p e c t  t o  such personal  exemptions r e t a i l  

s a l e s  and use taxes imposed by t h i s  s t a t e  equal t o  the  maxi- 

mum food [and drug] s a l e s  t a x  c r e d i t  al lowable.  

(v) Procedure f o r  Credi t  of Refund of Tax. The 

c r e d i t s  o r  refunds f o r  s a l e s  taxes allowed by t h i s  s e c t i o n  

s h a l l  be claimed on t h e  income tax  r e t u r n s  provided f o r  i n  

t h i s  a c t ,  o r  i n  the  case  of an ind iv idua l  not  having t axab le  

income i n  t h i s  s t a t e  on such forms o r  claims f o r  refunds a s  

the  [ t a x  commissioner] s h a l l  p resc r ibe .  

Sect ion 11. Cred i t  f o r  Income Tax Paid t o  Another S t a t e .  

(a) Resident Ind iv idua l .  A r e s i d e n t  ind iv idua l  s h a l l  be 

allowed a  c r e d i t  aga ins t  t h e  t a x  otherwise  due under t h i s  a c t  

f o r  the  amount of any income t a x  imposed on him f o r  t h e  tax-  

a b l e  year  by another s t a t e  of the  United S t a t e s  o r  a  p o l i t i c a l  

subd iv i s ion  thereof o r  the  D i s t r i c t  of Columbia on income 

derived from sources t h e r e i n  and which i s  a l s o  sub jec t  t o  t a x  

under t h i s  a c t .  

(b) Limita t ion on C r e d i t .  The c r e d i t  provided under t h i s  

s e c t i o n  s h a l l  not  exceed t h e  propor t ion of the  t ax  otherwise  

due under t h i s  a c t  t h a t  the  amount of  the  t axpayer ' s  ad jus ted  

g ross  income derived from sources i n  the  o t h e r  taxing j u r i s -  

d i c t i o n  bears  t o  h i s  e n t i r e  adjus ted  g ross  income as  modified 

by t h i s  p a r t .  

Sect ion 12. Dual Residence; Reduction of Tax. I f  the  tax-  

payer i s  regarded a s  a  r e s i d e n t  both of t h i s  s t a t e  and another 

j u r i s d i c t i o n  f o r  purposes of personal  income taxa t ion ,  t h e  

[ t a x  commissioner] s h a l l  reduce the t a x  on t h a t  p o r t i o n  of the  

t axpayer ' s  income which i s  subjected t o  tax  i n  both j u r i s -  

d i c t i o n s  s o l e l y  by v i r t u e  of d u a l  res idence,  provided t h a t  t h e  

o t h e r  taxing j u r i s d i c t i o n  al lows a  s i m i l a r  reduct ion.  The 



reduct ion s h a l l  be i n  an amount equal t o  t h a t  por t ion  of t h e  

lower of the  two taxes app l icab le  to  the  income taxed twice 

which the  t ax  imposed by t h i s  s t a t e  bears  t o  t h e  combined 

taxes of t h e  two j u r i s d i c t i o n s  on the  income taxed twice. 

P a r t  I1 - Nonresident Ind iv idua l s  

Sect ion 13. Nonresident Individuals-Taxable Income. The 

t axab le  income of a  nonresident ind iv idua l  s h a l l  be t h a t  p a r t  

of h i s  f e d e r a l  adjus ted g ross  income derived from sources 

wi th in  t h i s  s t a t e  determined by re fe rence  t o  s e c t i o n  15 l e s s  

t h e  deductions and personal exemptions provided i n  t h i s  p a r t .  

Sect ion 14. Husband and Wife. (a) Separate  Federal  Return,  

I f  the  federa l  taxable  income of husband o r  wi fe  (both non- 

r e s i d e n t s  of t h i s  s t a t e )  i s  determined on a  separa te  f e d e r a l  

r e t u r n ,  t h e i r  taxable  incomes i n  t h i s  s t a t e  s h a l l  be separa te ly  

determined. 

(b) J o i n t  Federal  Return. I f  the  federa l  taxable  income 

of husband and wi fe  (both nonresidents)  i s  determined on a 

j o i n t  f e d e r a l  r e t u r n ,  t h e i r  t ax  s h a l l  be determined i n  t h i s  

s t a t e  on t h e i r  j o i n t  taxable  income. 

(c) One Spouse a  Nonresident. I f  e i t h e r  husband o r  wi fe  

i s  a  nonres ident  and t h e  o t h e r  a  r e s i d e n t ,  separa te  taxes  

s h a l l  be determined on t h e i r  separa te  t axab le  incomes i n  t h i s  

s t a t e  on such forms as  the  [ t a x  commissioner] s h a l l  p r e s c r i b e  

un less  both e l e c t  t o  determine t h e i r  j o i n t  t axab le  income i n  

t h i s  s t a t e  a s  i f  both  were res iden t s .  I f  a  husband and wi fe  

f i l e  a  j o i n t  f e d e r a l  income tax  r e t u r n  but determine t h e i r  

t axab le  income i n  t h i s  s t a t e  separa te ly ,  they s h a l l  compute 

t h e i r  t axab le  incomes i n  t h i s  s t a t e  a s  i f  t h e i r  f e d e r a l  ad- 

jus ted  g r o s s  incomes had been determined separa te ly .  

Sect ion 15. Adjusted Gross Income From Sources I n  This 

S t a t e .  (a) General. The adjus ted g ross  income of a  non- - 
r e s i d e n t  der ived from sources wi th in  t h i s  s t a t e  s h a l l  be t h e  

sum of t h e  following: (1) t h e  n e t  amount of items of income, 

gain ,  l o s s ,  and deduction en te r ing  i n t o  h i s  f e d e r a l  ad jus ted  



g r o s s  income which a r e  d e r i v e d  from o r  connec ted  w i t h  sou rce s  

i n  t h i s  s t a t e  i n c l u d i n g  ( i )  h i s  d i s t r i b u t i v e  s h a r e  o f  p a r t n e r -  

s h i p  income and deduc t ions  de te rmined  under  s e c t i o n  43 and 

( i i )  h i s  s h a r e  of  e s t a t e  o r  t r u s t  income and deduc t ions  

determined under  s e c t i o n  39,  and (2) t h e  p o r t i o n  of t h e  

m o d i f i c a t i o n s  d e s c r i b e d  i n  s e c t i o n  6(a)  and (b) which r e l a t e  

t o  income d e r i v e d  from sou rce s  i n  t h i s  s t a t e ,  i n c l u d i n g  any 

m o d i f i c a t i o n s  a t t r i b u t a b l e  t o  him a s  a  p a r t n e r .  

(b) A t t r i b u t i o n .  I tems  of  income, g a i n ,  l o s s ,  and de- 

d u c t i o n  d e r i v e d  from o r  connec ted  w i t h  s o u r c e s  w i t h i n  t h i s  

s t a t e  a r e  t h o s e  i t e n s  a t t r i b u t a b l e  to :  (1) t h e  ownership 

o r  d i s p o s i t i o n  o f  any i n t e r e s t  i n  r e a l  o r  t a n g i b l e  p e r s o n a l  

p r o p e r t y  i n  t h i s  s t a t e ;  and (2) a  b u s i n e s s ,  t r a d e ,  p r o f e s s i o n ,  

o r  occupa t ion  c a r r i e d  on i n  t h i s  s t a t e .  

(c)  I n t a n g i b l e s .  Income from i n t a n g i b l e  p e r s o n a l  p r o p e r t y  

i n c l u d i n g  a n n u i t i e s ,  d iv idends ,  i n t e r e s t ,  and g a i n s  from t h e  

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

income d e r i v e d  from sou rce s  w i t h i n  t h i s  s t a t e  on ly  t o  t h e  

e x t e n t  t h a t  such income i s  from p r o p e r t y  employed i n  a  b u s i n e s s ,  

t r a d e ,  p r o f e s s i o n ,  o r  occupa t ion  c a r r i e d  on i n  t h i s  s t a t e .  

(d) Deduct ions f o r  Losse s .  Deduct ions w i t h  r e s p e c t  t o  

c a p i t a l  l o s s e s ,  n e t  long- te rm c a p i t a l  g a i n s ,  and n e t  o p e r a t i n g  

l o s s e s  s h a l l  b e  based s o l e l y  on income, g a i n s ,  l o s s e s  and 

deduc t ions  d e r i v e d  from o r  connected w i t h  s o u r c e s  i n  t h i s  

s t a t e ,  under  r e g u l a t i o n s  t o  be  p r e s c r i b e d  by t h e  [ t a x  com- 

m i s s i o n e r ]  b u t  o t h e r w i s e  s h a l l  be determined i n  t h e  same 

manner a s  t h e  cor responding  f e d e r a l  deduc t ions .  

(e) Small Bus iness  Corpo ra t i on .  For  a  n o n r e s i d e n t  i n d i -  

v i d u a l  who i s  a  s h a r e h o l d e r  of  a  c o r p o r a t i o n  which i s  a n  

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

pu rposes ,  t h e  u n d i s t r i b u t e d  t a x a b l e  income of  such  c o r p o r a t i o n  

s h a l l  n o t  c o n s t i t u t e  income d e r i v e d  from sou rce s  w i t h i n  t h i s  

s t a t e  a n d * a  n e t  o p e r a t i n g  l o s s  of  such c o r p o r a t i o n  s h a l l  n o t  

c o n s t i t u t e  a  l o s s  o r  deduc t ion  connected w i t h  sou rce s  i n  

t h i s  s t a t e .  



( f )  Apportionment and Al locat ion.  I f  a  bus iness ,  t r a d e ,  

p ro fess ion ,  o r  occupation i s  c a r r i e d  on p a r t l y  w i t h i n  and 

p a r t l y  without t h i s  s t a t e ,  t h e  items of income and deduction 

der ived from o r  connected wi th  sources w i t h i n  t h i s  s t a t e  s h a l l  

be determined by apportionment and a l l o c a t i o n  under regula-  

t i o n s  to  be prescr ibed by the  [ t a x  commissioner]. 

(g) Service  i n  Armed Forces.  Compensation pa id  by the  

United S t a t e s  f o r  s e r v i c e  i n  the  armed f o r c e s  of the  United 

S t a t e s  performed by a  nonres ident  s h a l l  not c o n s t i t u t e  income 

der ived from sources  w i t h i n  t h i s  s t a t e .  

Sect ion 16,  Standard Deduction. The s tandard deduction of 

a  nonres ident  ind iv idua l  o r  husband and wi fe  who f i l e  a  j o i n t  

r e t u r n  s h a l l  be 10 percent  of h i s  o r  t h e i r  ad jus ted  g ross  

income from sources w i t h i n  t h i s  s t a t e  o r  $1,000, whichever 

is  l e s s .  The s tandard deduction of a nonres ident  married 

person who f i l e s  a  separa te  r e t u r n  s h a l l  not  exceed $500, 

Sec t ion  1 7 .  I temized Deductions. (a) General .  I f  the  

f e d e r a l  t axab le  income of a  nonres ident  ind iv idua l  is  d e t e r -  

mined by i temizing deductions from h i s  f e d e r a l  ad jus ted  g ross  

income, he may e l e c t  t o  deduct h i s  i temized deductions con- 

nected wi th  income derived from sources w i t h i n  t h i s  s t a t e  i n  

l i e u  of taking t h e  s tandard deduction.  Subject  t o  t h e  l i m i t a -  

t i o n  i n  subsec t ion  (b) ,  the  i temized deductions of a  nonres ident  

ind iv idua l  s h a l l  be the  same a s  f o r  a r e s i d e n t  ind iv idua l  

determined under s e c t i o n  9 .  A husband and wi fe  both  of whom 

a r e  required t o  f i l e  r e t u r n s  under t h i s  a c t  s h a l l  be allowed 

t o  i temize  deductions connected wi th  income der ived from 

sources wi th in  t h i s  s t a t e  only  i f  both e l e c t  t o  i temize  t h e i r  

deduct ions .  

(b) L imi ta t ion .  I f  the  amount of ad jus ted  g r o s s  income 

a  nonres ident  ind iv idua l  would be requ i red  t o  r e p o r t  under 

s e c t i o n  5 i f  he were a  r e s i d e n t ,  exceeds by more than $100 

the  amount of adjus ted  g ross  income he rece ives  from sources  

w i t h i n  t h i s  s t a t e ,  h i s  i temized deductions s h a l l  be l i m i t e d  

by t h e  percentage which h i s  ad jus ted  g ross  income from sources  



w i t h i n . t h i s  s t a t e  i s  t o  the  ad jus ted  g ross  income he would be 

required t o  r e p o r t  i f  he were a  r e s i d e n t .  For purposes of 

t h i s  apportionment, a  nonres ident  ind iv idua l  may e l e c t  t o  

t r e a t  h i s  f e d e r a l  adjus ted  g ross  income a s  ad jus ted  g ross  in-  

come from sources w i t h i n  t h i s  s t a t e  un less  the  amount of  t h e  

modif ica t ions  inc reas ing  f e d e r a l  adjus ted  g ross  income under 

s e c t i o n  6 would exceed $100. 

Sect ion 18. Personal  Exemptions. A nonres ident  ind iv idua l  

s h a l l  be allowed the  same personal  exemptions allowed to  r e s i -  

dent  ind iv idua l s  under s e c t i o n  lO( i ) .  

TITLE 111 

WITHHOLDING OF TAX 

Sect ion 19. Employer t o  Withhold Tax from Wages. 

(a) General. Every employer maintaining an o f f i c e  o r  t r a n s -  

a c t i n g  business  wi th in  t h i s  s t a t e  and making payment of any 

wages t axab le  under t h i s  a c t  t o  a  r e s i d e n t  o r  nonres ident  

ind iv idua l  s h a l l  deduct and withhold from such wages f o r  each 

payro l l  period a  t ax  computed i n  such manner a s  t o  r e s u l t ,  

so f a r  as  p r a c t i c a b l e ,  i n  withholding from the  employee's 

wages during each calendar  year  an amount s u b s t a n t i a l l y  

equivalent  t o  the  t ax  reasonably est imated t o  be due from the  

employee under t h i s  a c t  wi th  respec t  t o  the  amount of  such 

wages included i n  h i s  adjus ted  g ross  income during the  ca len-  

dar  year .  The method of determining the  amount t o  be wi th-  

held  s h a l l  be prescr ibed by regu la t ions  of  the  [ t a x  commis- 

s ioner ]  . This s e c t i o n  s h a l l  not  apply to  payments by the  

United S t a t e s  f o r  s e r v i c e  i n  the  armed fo rces  of the United 

S t a t e s .  

(b) Withholding Exemptions . For purposes of t h i s  sec t ion :  

(1) An employee s h a l l  be e n t i t l e d  to  the  same number of 

withholding exemptions a s  the  number of withholding exemp- 

t ions  to  which he i s  e n t i t l e d  f o r  f e d e r a l  income tax  wi th-  

holding purposes. An employer may r e l y  upon t h e  number of 

f e d e r a l  withholding exemptions claimed by the  employee, 



except  where t h e  employee c l a ims  a  d i f f e r e n t  number o f  w i th -  

ho ld ing  exemptions i n  t h i s  s t a t e ;  

(2) The amount of  each exemption i n  t h i s  s t a t e  s h a l l  be 

$[boo] whether  t h e  i n d i v i d u a l  is  a r e s i d e n t  o r  a  n o n r e s i d e n t .  

(c) Withholding Agreements. The [ t a x  commissioner] may 

e n t e r  i n t o  agreements  w i t h  t h e  t a x  depar tments  o f  o t h e r  s t a t e s  

(which r e q u i r e  income t a x  t o  b e  w i thhe ld  from t h e  payment o f  

wages and s a l a r i e s )  s o  a s  t o  govern t h e  amounts t o  b e  w i t h h e l d  

from t h e  wages and s a l a r i e s  o f  r e s i d e n t s  of such s t a t e s  under  

p r o v i s i o n s  o f  t h i s  c h a p t e r .  Such agreements  may p rov ide  f o r  

r e c o g n i t i o n  o f  a n t i c i p a t e d  t a x  c r e d i t s  i n  de te rmining  t h e  

amounts t o  b e  w i thhe ld  and,  under r e g u l a t i o n s  p r e s c r i b e d  by 

t h e  [ t a x  commissioner] ,  may r e l i e v e  employers i n  t h i s  s t a t e  

from wi thhold ing  income t a x  on wages and s a l a r i e s  p a i d  t o  non- 

r e s i d e n t  employes. The agreements  a u t h o r i z e d  by t h i s  subsec-  

t i o n  a r e  s u b j e c t  t o  t h e  c o n d i t i o n  t h a t  t h e  t a x  department  o f  

such  o t h e r  s t a t e s  g r a n t  s i m i l a r  t r ea tmen t  t o  r e s i d e n t s  of t h i s  

s t a t e .  

S e c t i o n  20. In fo rma t ion  Sta tement  f o r  Employee. Every 

employer r e q u i r e d  t o  deduct  and wi thho ld  t a x  under  t h i s  a c t  

from t h e  wages of  an employee, o r  who would have been r e q u i r e d  

s o  t o  deduct  and wi thho ld  t a x  i f  t h e  employee had c la imed no 

more t han  one wi thho ld ing  exemption, s h a l l  f u r n i s h  t o  each such  

employee i n  r e s p e c t  t o  t h e  wages p a i d  by such employer t o  such  

employee du r ing  t h e  c a l e n d a r  y e a r  on o r  b e f o r e  February  15  o f  

t h e  succeeding  y e a r ,  o r ,  i f  h i s  employment i s  t e rmina t ed  b e f o r e  

t h e  c l o s e  o f  such c a l e n d a r  y e a r ,  w i t h i n  t h i r t y  days from t h e  d a t e  

on which t h e  l a s t  payment o f  wages i s  made, a  w r i t t e n  s t a t emen t  

a s  p r e s c r i b e d  by t h e  [ t a x  commissioner] showing t h e  amount o f  

wages p a i d  by t h e  employer t o  t h e  employee, the amount deducted  

and wi thhe ld  a s  t a x ,  and such o t h e r  i n fo rma t ion  a s  t h e  [ t a x  

commissioner] s h a l l  p r e s c r i b e .  

S e c t i o n  21 .  C r e d i t  f o r  Tax Withheld .  Wages upon which t a x  

i s  r e q u i r e d  t o  be w i thhe ld  s h a l l  be t a x a b l e  under  t h i s  c h a p t e r  

as i f  no wi thho ld ing  were r e q u i r e d ,  bu t  any amount of t a x  



a c t u a l l y  deducted and withheld under t h i s  chapter  i n  any 

calendar  year s h a l l  be deemed to  have been paid t o  the  [ t a x  

commissioner] on behalf  of the  person from whom withheld ,  and 

such person s h a l l  be c r e d i t e d  wi th  having paid  t h a t  amount of 

of  t ax  f o r  the  t axab le  year  beginning i n  such calendar year .  

For a taxable  year  of l e s s  than 12 months, the  c r e d i t  s h a l l  be 

made under r egu la t ions  of  the  [ t a x  commissioner]. 

Sec t ion  2 2 .  Employer's Return and Payment of Tax Withheld. 

(a) General. Every employer required t o  deduct and withhold 

t ax  under t h i s  a c t  s h a l l ,  f o r  each calendar  q u a r t e r ,  on o r  

be fo re  the  f i f t e e n t h  day of the  month following the  c l o s e  of 

such calendar  q u a r t e r ,  f i l e  a withholding r e t u r n  a s  p resc r ibed  

by the  [ t a x  c o m i s s i o n e r ]  and pay over t o  the  [ t a x  c o m i s s i o n e r ]  

o r  t o  a depos i t a ry  des ignated by t h e  [ t a x  c o m i s s i o n e r ] ,  t h e  

taxes  so required t o  be deducted and wi thheld ,  except t h a t  f o r  

the  f o u r t h  q u a r t e r  of t h e  ca lendar  yea r ,  the  r e t u r n  s h a l l  be 

f i l e d  and the  taxes  paid  on o r  before  January 31 of the  suc- 

ceeding year.  Where the  aggregate amount required t o  be de- 

ducted and withheld by any employer f o r  a ca lendar  month ex- 

ceeds $[500],  t h e  employer s h a l l  by the  f i f t e e n t h  day of the  

succeeding month pay over such aggregate amount t o  the  [ t ax  

commissioner] o r  t o  a deposi tary  designated by the  [ t a x  com- 

miss ioner] .  The amount s o  paid  s h a l l  be allowed a s  a c r e d i t  

a g a i n s t  t h e  l i a b i l i t y  shown on the  employer's q u a r t e r l y  wi th-  

holding r e t u r n  required by t h i s  sec t ion .  Where the  aggregate  

amount r equ i red  t o  be deducted and withheld by any employer 

i s  l e s s  than $[100] i n  a ca lendar  q u a r t e r ,  t h e  [ t a x  c o m i s s i o n e r ]  

may by r e g u l a t i o n  permit an employer t o  f i l e  a withholding 

r e t u r n  on o r  be fo re  July  31 f o r  the  semi-annual per iod ending 

on June 30 and on o r  before  January 31 of the  succeeding year  

f o r  the  semi-annual per iod ending on December 31. The [ t a x  

commissioner] may, i f  he be l i eves  such a c t i o n  necessary f o r  t h e  

p r o t e c t i o n  of the  revenue, r e q u i r e  any employer to  make such 

r e t u r n  and pay him t h e  t a x  deducted and withheld a t  any time, 

o r  from time t o  time. Where the  amount of wages paid  by an 



employer i s  not  s u f f i c i e n t  under t h i s  chapter  t o  r e q u i r e  the  

withholding of tax from the  wages of any of h i s  employees, the  

[tax commissioner] may by regu la t ion  permit  such employer t o  

f i l e  an  annual r e t u r n  on o r  before  January 31 o f  t h e  succeeding 

calendar  year .  

(b) Deposit i n  Trus t  f o r  [Tax Commissioner]. Whenever any 

employer f a i l s  t o  c o l l e c t ,  t r u t h f u l l y  account f o r ,  pay over the  

t ax ,  o r  make r e t u r n s  of t h e  t a x  a s  required by t h i s  s e c t i o n ,  

t h e  [ t a x  commissioner] may se rve  a  n o t i c e  requ i r ing  such em- 

ployer  t o  c o l l e c t  t h e  t axes  which became c o l l e c t i b l e  a f t e r  

s e r v i c e  of such n o t i c e ,  t o  depos i t  such taxes i n  a  bank ap- 

proved by the  [ t a x  commissioner], i n  a  separa te  account,  i n  

t r u s t  f o r  and payable t o  the  [ t ax  commissioner] , and t o  keep 

the  amount of such t a x  i n  such account u n t i l  pa id  over  t o  t h e  

[ t a x  c o m i s s i o n e r ] .  Such n o t i c e  s h a l l  remain i n  e f f e c t  u n t i l  

a  n o t i c e  of c a n c e l l a t i o n  i s  served by t h e  [ t a x  c o ~ m i s s i o n e r ] .  

Sec t ion  23. Employer's L i a b i l i t y  f o r  Withheld Taxes. Every 

employer r equ i red  t o  deduct and withhold t a x  under t h i s  a c t  is  

hereby made l i a b l e  f o r  such tax.  For purposes of assessment 

and c o l l e c t i o n ,  any amount r equ i red  t o  be wi thheld  and paid  

over t o  t h e  [ t a x  commissioner], and any add i t ions  t o  t ax ,  

p e n a l t i e s  and i n t e r e s t  wi th  respec t  t h e r e t o ,  s h a l l  be con- 

s ide red  the  t ax  of the  employer. Any amount of tax  a c t u a l l y  

deducted and withheld under t h i s  a c t  s h a l l  be held  t o  be a  

s p e c i a l  fund i n  t r u s t  f o r  the  [ t a x  commissioner] . No employee 

s h a l l  have any r i g h t  of a c t i o n  a g a i n s t  h i s  employer i n  r e s p e c t  

t o  any money deducted and wi thheld  from h i s  wages and paid  over 

t o  the  [ t a x  commissioner] i n  compliance o r  i n  intended compliance 

wi th  t h i s  a c t .  

Sec t ion  24. Employer's F a i l u r e  t o  Withhold. I f  an employer 

f a i l s  t o  deduct and withhold tax  a s  r equ i red ,  and t h e r e a f t e r  t h e  

t ax  a g a i n s t  which such t ax  may be c r e d i t e d  i s  paid ,  the  t a x  so  

required t o  be deducted and wi thheld  s h a l l  not be c o l l e c t e d  from 

the  employer, but  the  employer s h a l l  not  be r e l i e v e d  from l i a -  

b i l i t y  f o r  any a d d i t i o n s  t o  t a x  p e n a l t i e s  o r  i n t e r e s t  o therwise  

app l i cab le  i n  r e s p e c t  t o  such f a i l u r e  to  deduct and withhold.  



TITLE I V  

ACCOUNTING PERIODS AND METHODS OF ACCOUNTING 

S e c t i o n  25. P e r i o d  f o r  Computation of  Taxable Income. 

(a) Gene ra l .  For  purposes  of  t h e  t a x  imposed by t h i s  a c t ,  

a  t a x p a y e r ' s  t a x a b l e  yea r  s h a l l  b e  t h e  same a s  h i s  t a x a b l e  

yea r  f o r  f e d e r a l  income t a x  purposes .  

(b) Change of  Taxable Year .  If a t a x p a y e r ' s  t a x a b l e  y e a r  

i s  changed f o r  f e d e r a l  income t a x  purposes ,  h i s  t a x a b l e  y e a r  

f o r  purposes of  t h e  t a x  imposed by t h i s  a c t  s h a l l  b e  s i m i l a r l y  

changed. I f  a  change i n  t a x a b l e  yea r  r e s u l t s  i n  a  t a x a b l e  

p e r i o d  o f  l e s s  t han  12 months, t h e  s t a n d a r d  deduc t ion  and t h e  

deduc t ion  f o r  pe r sona l  exemption al lowed by t h i s  a c t  s h a l l  b e  

p r o r a t e d  under r e g u l a t i o n s  p r e s c r i b e d  by t h e  [ t a x  commissioner].  

(c) Terminat ion  of Taxable Year f o r  Jeopardy .  Notwith- 

s t a n d i n g  t h e  p r o v i s i o n s  of  s u b s e c t i o n s  (a) and (b) ,  i f  t h e  

[ t a x  commissioner] t e r m i n a t e s  t h e  t a x p a y e r ' s  t a x a b l e  y e a r  under  

s e c t i o n  103 ( r e l a t i n g  t o  t a x  i n  jeopardy) ,  t h e  t a x  s h a l l  b e  

computed f o r  t h e  p e r i o d  determined by such a c t i o n .  

S e c t i o n  26. Methods of  Accounting.  (a) Same as F e d e r a l .  

For  purposes  o f  t h e  t a x  imposed by t h i s  a c t ,  a  t a x p a y e r ' s  method 

o f  account ing  s h a l l  b e  t h e  same a s  h i s  method o f  accoun t ing  f o r  

f e d e r a l  income t a x  purposes .  I f  no method o f  account ing  has  

been r e g u l a r l y  used by t h e  t axpaye r ,  t a x a b l e  income f o r  purposes  

o f  t h i s  a c t  s h a l l  b e  computed under  such  method t h e t  i n  t h e  

c p i n i o n  o f  t h e  [ t a x  cornmissioner] f a i r l y  r e f l e c t s  income. 

(b) Change of Accounting Methods. I f  a  t a x p a y e r ' s  method 

of  account ing  i s  changed f o r  f e d e r a l  income t a x  purposes ,  h i s  

method o f  account ing  fo r  purposes of  t h i s  a c t  s h a l l  s i m i l a r l y  b e  

changed. 

S e c t i o n  27. Adjustments .  I n  computing a  t a x p a y e r ' s  t a x a b l e  

income f o r  any t a x a b l e  y e a r  under  a  method o f  account ing  d i f f e r e n t  

from t h e  method under which t h e  t a x p a y e r ' s  t a x a b l e  income f o r  

t h e  p rev ious  yea r  was computed, t h e r e  s h a l l  be t aken  i n t o  account  

t h o s e  ad jus tmen t s  which a r e  de te rmined ,  under  r e g u l a t i o n s  p r e s -  

c r i b e d  by t h e  [ t a x  commissioner] ,  t o  b e  neces sa ry  s o l e l y  by 



reason of  the  change i n  o rde r  t o  prevent amounts from being 

dup l i ca ted  o r  omitted.  

Sect ion 28.  Limi ta t ion  on Addi t ional  Tax. (a) Change 

Other Than t o  Ins ta l lmen t  Method. I f  a  taxpayer ' s  method of 

accounting i s  changed, o t h e r  than from an acc rua l  t o  an i n -  

s t a l lmen t  method, any a d d i t i o n a l  t ax  which r e s u l t s  from ad- 

justments determined t o  be  necessary s o l e l y  by reason of the  

change s h a l l  not  be  g r e a t e r  than i f  such adjustments were 

r a t a b l y  a l l o c a t e d  and included f o r  the  t axab le  year  of the  

change and t h e  preceding t axab le  yea r s ,  not  i n  excess of two, 

during which t h e  taxpayer used t h e  method of accounting from 

which t h e  change i s  made. 

(b) Change from Accrual t o  Ins ta l lmen t  Method. I f  a  tax- 

payer ' s  method of accounting i s  changed from an acc rua l  t o  an  

ins ta l lmen t  method, any a d d i t i o n a l  t a x  f o r  t h e  year  of such 

change of method and f o r  any subsequent year  which i s  a t t r i b u t -  

a b l e  t o  the  r e c e i p t  of ins ta l lmen t  payments proper ly  accrued i n  

a  p r i o r  yea r ,  s h a l l  be reduced by the  p o r t i o n  of t a x  f o r  any 

p r i o r  taxable  year  a t t r i b u t a b l e  t o  the  acc rua l  of such i n s t a l -  

lment payments, under r egu la t ions  p resc r ibed  by t h e  [ t a x  com- 

missioner]  . 

TITLE V 

ESTATES, TRUSTS, BENEFICIARIES, AND DECEDENTS 

P a r t  I - General 

Sect ion 29.  Imposit ion of Tax. The tax imposed by t h i s  

a c t  on ind iv idua l s  s h a l l  apply to  the  t axab le  income of  e s t a t e s  

and t r u s t s  . 
Sect ion 30. Computation and Payment. The t axab le  income of 

an e s t a t e  o r  t r u s t  s h a l l  be computed i n  the  same manner a s  i n  

the  case  of an ind iv idua l  except a s  o therwise  provided by t h i s  

subchapter.  The tax  s h a l l  be computed on such t axab le  income 

and s h a l l  be paid  by the f i d u c i a r y .  

Sect ion 31. Tax Not Applicable.  (a)  Associa t ions  Taxable 

a s  Corporations.  An a s s o c i a t i o n ,  t r u s t  o r  o t h e r  unincorporated 



organ iza t ion  which i s  taxable  a s  a  corporat ion f o r  f e d e r a l  

income t a x  purposes s h a l l  not  be sub jec t  t o  t ax  under t h i s  a c t .  

(b) Exempt Associa t ions ,  Trus t s ,  and Organizations.  An 

a s s o c i a t i o n ,  t r u s t ,  o r  o the r  unincorporated o rgan iza t ion  which 

by reason of i t s  purposes o r  a c t i v i t i e s  i s  exempt from f e d e r a l  

income tax  s h a l l  be exempt from the  t a x  imposed by t h i s  a c t  

except wi th  respec t  t o  i t s  unre la ted  business  taxable  income. 

P a r t  I1 - Resident E s t a t e s  and Trus t s  

Sect ion 3 2 .  Resident E s t a t e  o r  Trus t  Defined. A r e s i d e n t  

e s t a t e  o r  t r u s t  means: (1) the  e s t a t e  of a  decedent who a t  

h i s  death  was domiciled i n  t h i s  s t a t e ;  (2) a  t r u s t  c rea ted  by 

w i l l  of a  decedent who a t  h i s  death  was domiciled i n  t h i s  s t a t e ;  

o r  (3) a  t r u s t  c rea ted  by, o r  cons i s t ing  of proper ty  o f ,  a  

person domiciled i n  t h i s  s t a t e .  

Sect ion 3 3 .  Taxable Income of Resident E s t a t e  o r  Trus t .  The 

taxable  income of a  r e s i d e n t  e s t a t e  o r  t r u s t  means i t s  f e d e r a l  

t axab le  income modified by the  a d d i t i o n  o r  s u b t r a c t i o n ,  a s  t h e  

case  may be,  of i t s  share  of the  f iduc ia ry  adjustment determined 

under s e c t i o n  34. 

Sect ion 34. Fiduciary  Adjustment. (a) Fiduciary  Adjustment 

Defined. The f i d u c i a r y  adjustment s h a l l  be the  n e t  amount of 

the  modif ica t ions  descr ibed i n  s e c t i o n  6 ( including subsect ion 

(c) i f  the  e s t a t e  o r  t r u s t  i s  a  benef ic ia ry  of another e s t a t e  o r  

t r u s t )  which r e l a t e s  t o  items of income o r  deduction of an 

e s t a t e  o r  t r u s t .  

(b) Shares of Fiduciary  Adjustment. The r e s p e c t i v e  shares  

of an e s t a t e  o r  t r u s t  and i t s  b e n e f i c i a r i e s  ( including s o l e l y  

f o r  the  purpose of t h i s  a l l o c a t i o n ,  nonresident b e n e f i c i a r i e s )  

i n  the  f iduc ia ry  adjustment s h a l l  be i n  propor t ion t o  t h e i r  

r e s p e c t i v e  shares  of f e d e r a l  d i s t r i b u t a b l e  n e t  income of t h e  

e s t a t e  o r  t r u s t .  I f  t h e  e s t a t e  o r  t r u s t  has no f e d e r a l  d i s -  

t r i b u t a b l e  ne t  income f o r  the  t axab le  yea r ,  the  sha re  of each 

benef ic ia ry  i n  the  f iduc ia ry  adjustment s h a l l  be i n  propor t ion 

t o  h i s  share  of the  e s t a t e  o r  t r u s t  income f o r  such yea r ,  under 



local law or the terms of the instrument, which is required to 

be distributed currently and any other amounts of such income 

distributed in such year. Any balance of the fiduciary ad- 

justment shall be allocated to the estate or trust. 

(c) Alternate Attribution of Adjustment. The [tax com- 

missioner] may by regulation authorize the use of such other 

methods of determining to whom the items comprising the fiduci- 

ary adjustment shall be attributed, as may be appropriate and 

equitable, on such terms and conditions as the [tax comissioner] 

may require. 

Section 3 5 .  Credit for Income Tqx of Another State. A 

resident estate or trust shall be allowed the credit provided 

in section 11 (relating to an income tax imposed by another 

state) except that the limitation shall be computed by refer- 

ence to the taxable income of the estate or trust. 

Section 36. Credit to Beneficiary for Accumulation 

Distribution. (a) General. A resident beneficiary of a trust 

whose adjusted gross income includes all or part of an accumu- 

lation distribution by such trust, as defined in section 6 6 5  

of the Internal Revenue Code, shall be allowed a credit against 

the tax otherwise due under this act for all or a proportionate 

part of any tax paid by the trust under this act for any pre- 

ceding taxable year which would not have been payable if the 

trust had in fact made distribution to its beneficiaries at the 

times and in the amounts specified in section 666  of the 

Internal Revenue Code. 

(b) Limitation on Credit. The credit under this section 

shall not reduce the tax otherwise due from the beneficiary 

under this act to an amount less than would have been due if 

the accumulation distribution or his part thereof were excluded 

from his adjusted gross income. 

Part 111 - Nonresident Trusts and Estates 
Section 3 7 .  Nonresident Estate or Trust Defined. A non- 

resident estate or trust means an estate or trust which is not a 



r e s i d e n t .  

Sec t ion  38. Taxable Income of a  Nonresident E s t a t e  o r  

Trus t .  (a) General Rules.  For purposes of  t h i s  pa r t :  

(1) Items of income, ga in ,  l o s s ,  and deduction mean 

those  derived from o r  connected w i t h  sources i n  t h i s  s t a t e .  

(2) Items of income, g a i n ,  l o s s ,  and deduction e n t e r i n g  

i n t o  t h e  d e f i n i t i o n  of f e d e r a l  d i s t r i b u t a b l e  n e t  income in -  

c ludes  such items from another e s t a t e  o r  t r u s t  of  which the  

f i r s t  e s t a t e  o r  t r u s t  i s  a  benef ic ia ry .  

(3) The source  of  items of income, ga in ,  l o s s ,  o r  de- 

duct ion s h a l l  be determined under r egu la t ions  p resc r ibed  by 

t h e  [ t a x  connnissioner] i n  accordance wi th  t h e  genera l  r u l e s  

i n  s e c t i o n  15 a s  i f  the  e s t a t e  o r  t r u s t  were a  nonres ident  

ind iv idua l .  

(b) Determination of Taxable Income. The t axab le  income 

of a  nonres ident  e s t a t e  o r  t r u s t  c o n s i s t s  of  ( i )  i t s  sha re  of 

items of income, ga in ,  l o s s ,  and deduction which e n t e r  i n t o  

t h e  f e d e r a l  d e f i n i t i o n  of d i s t r i b u t a b l e  n e t  income; ( i i )  in -  

creased o r  reduced by the  amount of any items of income, ga in ,  

l o s s ,  o r  deduction which a r e  recognized f o r  f e d e r a l  income t a x  

purposes bu t  excluded from the  f e d e r a l  d e f i n i t i o n  of d i s t r i b u t -  

a b l e  n e t  income of  the  e s t a t e  o r  t r u s t ;  ( i i i )  l e s s  the  amount 

of t h e  deduction f o r  i t s  f e d e r a l  exemption. 

Sec t ion  39. Share of a  Nonresident E s t a t e ,  Trus t  o r  I t s  

B e n e f i c i a r i e s  i n  Income From Sources i n  This S t a t e .  (a) General 

Rule. The share  of a  nonres ident  e s t a t e  o r  t r u s t  of items of - 
income, ga in ,  l o s s ,  and deduction en te r ing  i n t o  the  d e f i n i t i o n  

of d i s t r i b u t a b l e  n e t  income and the  sha re  f o r  purpose of sec-  

t i o n  15 of a  nonres ident  benef ic ia ry  of any e s t a t e  o r  t r u s t  i n  

e s t a t e  o r  t r u s t  income, ga in ,  l o s s ,  and deduction s h a l l  be 

determined a s  f  o 1 lows : 

( i )  To the  amount of items of income, ga in ,  l o s s ,  and 

deduction which e n t e r  i n t o  the  d e f i n i t i o n  of d i s t r i b u t a b l e  n e t  

income t h e r e  s h a l l  be added o r  sub t rac ted ,  a s  the  case  may be ,  

the  modif ica t ions  descr ibed i n  s e c t i o n  6 t o  the  ex ten t  they 



r e l a t e  t o  items of  income, ga in ,  l o s s ,  and deduction which a l s o  

e n t e r  i n t o  the  d e f i n i t i o n  of d i s t r i b u t a b l e  n e t  income, No 

modif ica t ion s h a l l  be made under t h i s  s e c t i o n  which has the  

e f f e c t  of dup l i ca t ing  an i tem a l ready  r e f l e c t e d  i n  the  d e f i -  

n i t i o n  of d i s t r i b u t a b l e  n e t  income. 

( i i )  The amount determined under t h e  preceding paragraph 

s h a l l  be a l l o c a t e d  among the  e s t a t e  o r  t r u s t  and i t s  b e n e f i c i -  

a r i e s  ( including,  s o l e l y  f o r  the  purpose of t h i s  a l l o c a t i o n ,  

r e s i d e n t  b e n e f i c i a r i e s )  i n  propor t ion t o  t h e i r  r e s p e c t i v e  

sha res  of f e d e r a l  d i s t r i b u t a b l e  n e t  income. The amounts so 

a l l o c a t e d  s h a l l  have t h e  same charac te r  a s  f o r  f e d e r a l  income 

tax  purposes. Where an i tem en te r ing  i n t o  the  computation of  

such amounts i s  not  cha rac te r i zed  f o r  f e d e r a l  income t a x  pur- 

poses,  i t  s h a l l  have the same charac te r  a s  i f  r e a l i z e d  d i r e c t l y  

from the  source  from which r e a l i z e d  by t h e  e s t a t e  o r  t r u s t ,  o r  

incur red  i n  the  same manner a s  incurred by the  e s t a t e  o r  t r u s t .  

( i i i )  I f  the  e s t a t e  o r  t r u s t  has no f e d e r a l  d i s t r i b u t a b l e  

n e t  income f o r  the  t axab le  yea r ,  the  sha re  of each b e n e f i c i a r y  

i n  the  n e t  amount determined under paragraph (a) ( i )  of t h i s  

s e c t i o n  s h a l l  be  i n  propor t ion t o  h i s  sha re  of the  e s t a t e  o r  

t r u s t  income f o r  such yea r ,  under l o c a l  law o r  the  terms of 

the  ins t rument ,  which i s  required t o  be d i s t r i b u t e d  c u r r e n t l y  

and any o t h e r  amounts of such income d i s t r i b u t e d  i n  such yea r .  

Any balance  of such n e t  amount s h a l l  be  a l l o c a t e d  t o  t h e  e s t a t e  

o r  t r u s t .  

(b) A l t e r n a t e  Methods. The [ t a x  commissioner] may by 

r e g u l a t i o n  e s t a b l i s h  such o t h e r  method o r  methods of determin- 

ing the  r e s p e c t i v e  sha res  of the  b e n e f i c i a r i e s  and of  t h e  

e s t a t e  o r  t r u s t  i n  i t s  income der ived from sources  i n  t h i s  

s t a t e ,  and i n  t h e  modif ica t ions  r e l a t e d  t h e r e t o ,  a s  may be  

appropr ia te  and equ i t ab le .  

Sec t ion  40. Cred i t  t o  Benef ic iary  f o r  Accumulation 

D i s t r i b u t i o n .  A nonres ident  benef ic ia ry  of  a  t r u s t  whose ad- 

jus ted  g r o s s  income der ived from sources  i n  t h i s  s t a t e  inc ludes  

a l l  o r  p a r t  of  an accumulation d i s t r i b u t i o n  by such t r u s t ,  a s  



def ined i n  s e c t i o n  665 of the  I n t e r n a l  Revenue Code, s h a l l  be 

allowed a  c r e d i t  a g a i n s t  t h e  t a x  otherwise due under t h i s  

a c t ,  computed i n  the  same manner and sub jec t  t o  t h e  same l i m i -  

t a t i o n  a s  provided by s e c t i o n  36 wi th  respec t  t o  a  r e s i d e n t  

benef ic ia ry .  

TITLE V I  

PARTNERS AND PARTNERSHIPS 

Sect ion 41. En t i ty  not  Taxable. A par tne r sh ip  a s  such 

s h a l l  not  be sub jec t  t o  t h e  t a x  imposed by t h i s  a c t .  Persons 

carrying on business  a s  p a r t n e r s  s h a l l  be l i a b l e  f o r  the  t a x  

imposed by t h i s  a c t  only i n  t h e i r  separa te  o r  ind iv idua l  

c a p a c i t i e s .  

Sec t ion  42. Resident Pa r tne r  - Adjusted Gross Income. (a) 

Modif ica t ion i n  Determining the  Adjusted Gross Income of a  

Resident Pa r tne r .  Any modif ica t ion descr ibed i n  s e c t i o n  9 

which r e l a t e s  t o  an item of pa r tne r sh ip  income, ga in ,  l o s s ,  o r  

deduction s h a l l  be made i n  accordance with the  p a r t n e r ' s  d i s -  

t r i b u t i v e  sha re ,  f o r  f e d e r a l  income tax  purposes,  of the  i tem 

t o  which the modif ica t ion r e l a t e s .  Where a  p a r t n e r ' s  d i s t r i -  

bu t ive  sha re  of any such item i s  not required t o  be taken i n t o  

account s e p a r a t e l y  f o r  f e d e r a l  income tax  purposes, the  p a r t n e r ' s  

d i s t r i b u t i v e  sha re  of such item s h a l l  be determined i n  accordance 

wi th  h i s  d i s t r i b u t i v e  share ,  f o r  f e d e r a l  income t a x  purposes,  of 

pa r tne r sh ip  t axab le  income o r  l o s s  genera l ly .  

(b) Character  of Items. Each item of pa r tne r sh ip  income, 

g a i n ,  l o s s ,  o r  deduction s h a l l  have the  same charac te r  f o r  a  

p a r t n e r  under t h i s  a c t  as  i t  has f o r  f e d e r a l  income tax  pur- 

poses.  Where an i tem i s  not  cha rac te r i zed  f o r  f e d e r a l  income 

t a x  purposes,  i t  s h a l l  have the  same charac te r  f o r  a  p a r t n e r  

a s  i f  r e a l i z e d  d i r e c t l y  from the  source from which r e a l i z e d  by 

the pa r tne r sh ip  o r  incurred i n  the sane manner a s  incurred by 

the  pa r tne r sh ip .  

(c) Tax AvoidancSe o r  Evas&. Where a p a r t n e r ' s  d i s t r i -  

bu t ive  share  of an item of pa r tne r sh ip  income, ga in ,  l o s s ,  o r  



deduction i s  determined f o r  f e d e r a l  income t a x  purposes by a  

s p e c i a l  p rov i s ion  i n  the  pa r tne r sh ip  agreement wi th  r e s p e c t  t o  

such item, and the  p r i n c i p a l  purpose of such p rov i s ion  i s  t h e  

avoidance o r  evasion of  t ax  under t h i s  a c t ,  the  p a r t n e r ' s  d i s -  

t r i b u t i v e  share  of such i tem and any modif ica t ion requ i red  w i t h  

r e s p e c t  t h e r e t o  s h a l l  be determined i n  accordance wi th  h i s  d i s -  

t r i b u t i v e  sha re  of the  t axab le  income o r  l o s s  of t h e  p a r t n e r s h i p  

genera l ly  ( t h a t  i s ,  exclus ive  of those  items r e q u i r i n g  s e p a r a t e  

computation under the  provis ions  of  s e c t i o n  702 of the  I n t e r n a l  

Revenue Code). 

Sec t ion  43.  Nonresident P a r t n e r  - Adjusted Gross Income 

From Sources i n  This S t a t e .  (a) General. I n  determining t h e  

ad jus ted  g ross  income of a  nonres ident  p a r t n e r  of any p a r t n e r -  

s h i p ,  t h e r e  s h a l l  be included only t h a t  p a r t  der ived from o r  

connected w i t h  sources i n  t h i s  s t a t e  of t h e  p a r t n e r ' s  d i s t r i -  

b u t i v e  sha re  of items of pa r tne r sh ip  income, ga in ,  l o s s ,  and 

deduction en te r ing  i n t o  h i s  f e d e r a l  ad jus ted  g ross  income, a s  

such p a r t  i s  determined under r egu la t ions  prescr ibed by t h e  

[ t a x  commissioner] i n  accordance wi th  the  genera l  r u l e s  i n  

s e c t i o n  15. 

(b) I temized Deductions. I f  a  nonres ident  p a r t n e r  of any 

p a r t n e r s h i p  e l e c t s  t o  i temize  h i s  deductions i n  determining h i s  

t axab le  income i n  t h i s  s t a t e ,  t h e r e  s h a l l  be  a t t r i b u t e d  t o  him 

h i s  d i s t r i b u t i v e  sha re  of pa r tne r sh ip  items of deduction from 

f e d e r a l  ad jus ted  g ross  income which a r e  deduc t ib le  by him under 

s e c t i o n  17. 

(c) Spec ia l  Rules a s  t o  Sources i n  This S t a t e .  I n  determin- 

ing the  sources of a  nonres ident  p a r t n e r ' s  income, no e f f e c t  

s h a l l  be given t o  a  p rov i s ion  i n  t h e  p a r t n e r s h i p  agreement which: 

( i )  c h a r a c t e r i z e s  payments t o  the  p a r t n e r  a s  being f o r  

s e r v i c e s  o r  f o r  t h e  use  of c a p i t a l ,  o r  a l l o c a t e d  t o  t h e  p a r t n e r ,  

a s  income o r  ga in  from sources  o u t s i d e  t h i s  s t a t e ,  a  g r e a t e r  

propor t  ion  of h i s  d i s t r i b u t i v e  sha re  of p a r t n e r s h i p  income o r  

ga in  than the  r a t i o  of pa r tne r sh ip  income or  ga in  from sources  

o u t s i d e  t h i s  s t a t e  t o  p a r t n e r s h i p  income o r  g a i n  from a l l  sources ,  

except a s  au thor ized  i n  subsec t ion  (e) ;  o r  



(ii) allocates to the partner a greater proportion of 

a partnership item of loss or deduction connected with sources 

in this state than his proportionate share, for federal income 

tax purposes, of partnership loss or deduction generally, except 

as authorized in subsection (e). 

(d) Partner's Modifications. Any modification described in 

subsections (a) and (b) of section 6, which relates to an item 

of partnership income, gain, loss, or deduction, shall be made 

in accordance with the partner's distributive share, for federal 

income tax purposes of the item to which the modification relates, 

but limited to the portion of such item derived from or connected 

with sources in this state. 

(e) Alternate Methods. The [tax commissioner] may, on appli- 

cation, authorize the use of such other methods of determining a 

nonresident partner's portion of partnership items derived from 

or connected with sources in this state, and the modifications 

related thereto, as may be appropriate and equitable, on such 

terms and conditions as he may require. 

(f) Application of Rules for Resident Partners to 

Nonresident Partners. A nonresident partner's distributive 

share of items of income, gain, loss, or deduction shall be 

determined under subsection (a) of section 42. The character 

of partnership items for a nonresident partner shall be determi- 

ned under subsection (b) of section 42. The effect of a special 

provision in a partnership agreement, other than a provision 

referred to in subsection (c) of this section, having as a 

principal purpose the avoidance or evasion of tax under this 

act shall be determined under subsection (c) of section 42. 

TITLE VII 

RETURNS, DECLARATIONS AND PAYMENTS 

Part I - Income Tax Returns 

Section 44. Persons Required to Make Returns of Income. 

An income tax return with respect to the tax imposed by this 

act shall be made by the following: 



(a) Every r e s i d e n t  ind iv idua l ,  

(1) who is  required t o  f i l e  a  f e d e r a l  income t a x  r e t u r n  

f o r  the  t axab le  y e a r ,  o r  

(2) who has ad jus ted  g ross  income of  more than $ [600] 

i f  s i n g l e  o r  more than $[1,200] i f  marr ied ,  o r  

(3) who having a t t a i n e d  t h e  age of 65 be fo re  the  c l o s e  

of h i s  t axab le  year  has  ad jus ted  g ross  income of more than 

$[1,200] i f  s i n g l e  and more than $[1,800] i f  married and h i s  

spouse has not  a t t a i n e d  t h e  age of  65 and more than $[2,400] 

i f  both  have a t t a i n e d  t h e  age of 65 before  the  c l o s e  of t h e  

t axab le  year .  

(b) Every nonres ident  ind iv idua l ,  

(1) who has ad jus ted  g ross  income from sources i n  t h i s  

s t a t e  of  more than $[600] i f  s i n g l e  and $[1,200] i f  married,  o r  

(2) who having a t t a i n e d  the  age of  65 be fo re  the  c l o s e  

of  h i s  t axab le  year  has ad jus ted  g ross  income from sources  

w i t h i n  t h i s  s t a t e  of more than $ [1,200] i f  s i n g l e  and more than 

$ [1,800] i f  married and h i s  spouse has not  y e t  a t t a i n e d  t h e  age 

of 65 and more than $[2,400] i f  both have a t t a i n e d  t h e  age of 

65 be fo re  the c l o s e  of the t axab le  yea r .  

(c) Every r e s i d e n t  e s t a t e  o r  t r u s t  which is  requ i red  t o  f i l e  

a  f e d e r a l  income tax  r e t u r n .  

(d) Every nonres ident  e s t a t e  which has g ross  income of  

$[600] o r  more f o r  the  t axab le  year  from sources w i t h i n  t h i s  

s t a t e .  

(e) Every nonres ident  t r u s t  which f o r  the  t axab le  year  has  

from sources w i t h i n  t h i s  s t a t e ,  

(1) any t axab le  income, 

(2) g ross  income of $[600] o r  more regard less  of t h e  

amount of t axab le  income. 

Sec t ion  45. J o i n t  Returns by Husband and Wife. (a) General .  

A husband and wife  may make a  j o i n t  r e t u r n  wi th  r e s p e c t  t o  the  

t a x  imposed by t h i s  a c t  even though one of the  spouses has 

n e i t h e r  g ross  income nor deductions except t h a t :  

(1) no j o i n t  r e t u r n  s h a l l  be made under t h i s  a c t  i f  

the  spouses a r e  not  permit ted  t o  f i l e  a  j o i n t  f e d e r a l  income 



t a x  r e t u r n .  

(2) i f  the  f e d e r a l  income tax  l i a b i l i t y  of e i t h e r  spouse 

is  determined on a  separa te  f e d e r a l  r e t u r n  t h e i r  income t a x  

l i a b i l i t i e s  under t h i s  a c t  s h a l l  be determined on separa te  

r e t u r n s .  

(3)  i f  the  f e d e r a l  income tax  l i a b i l i t i e s  of husband 

and wi fe ,  o t h e r  than a  husband and wife  descr ibed i n  subsect ion 

(b) of  t h i s  s e c t i o n ,  a r e  determined on a  j o i n t  f e d e r a l  r e t u r n ,  

they s h a l l  f i l e  a  j o i n t  r e t u r n  under t h i s  a c t  and t h e i r  t a x  

l i a b i l i t i e s  s h a l l  be j o i n t  and severa l .  

(4) i f  n e i t h e r  spouse i s  required to  f i l e  a  f e d e r a l  

income tax  r e t u r n  and e i t h e r  o r  both  a r e  required t o  f i l e  an 

income tax  r e t u r n  under t h i s  a c t ,  they may e l e c t  t o  f i l e  

s e p a r a t e  o r  j o i n t  r e t u r n s  and pursuant t o  such e l e c t i o n  t h e i r  

l i a b i l i t i e s  s h a l l  be s e p a r a t e  o r  j o i n t  and severa l .  

(b) One spouse a  Nonresident. I f  e i t h e r  husband o r  wi fe  

is  a  r e s i d e n t  and t h e  o t h e r  i s  a  nonres ident ,  they s h a l l  f i l e  

s e p a r a t e  income tax  r e t u r n s  i n  t h i s  s t a t e  on such forms a s  may 

be requ i red  by the  [ t a x  commissioner] i n  which event t h e i r  t a x  

l i a b i l i t i e s  s h a l l  be separa te ;  but  they may e l e c t  t o  determine 

t h e i r  j o i n t  t axab le  income a s  i f  both  were r e s i d e n t s  and i n  

such case ,  t h e i r  l i a b i l i t i e s  s h a l l  be j o i n t  and s e v e r a l .  

Sec t ion  46. Returns by F i d u c i a r i e s .  (a) Decedents. An 

income tax  r e t u r n  f o r  any deceased ind iv idua l  s h a l l  be made 

and f i l e d  by h i s  executor ,  admin i s t ra to r ,  o r  o t h e r  person 

charged wi th  t h e  c a r e  of  h i s  proper ty .  A f i n a l  r e t u r n  of a 

decedent s h a l l  be due when i t  would have been due i f  the  

decedent had not d ied .  

(b) Ind iv idua l s  Under a  D i s a b i l i t y .  An income t a x  r e t u r n  

f o r  an ind iv idua l  who i s  unable t o  make a  r e t u r n  by reason of 

minor i ty  o r  o t h e r  d i s a b i l i t y  s h a l l  be  made and f i l e d  by h i s  duly 

au thor ized  agent ,  h i s  committee, guar.dian, conservator ,  f i d u c i a r y  

o r  o t h e r  person charged wi th  t h e  c a r e  of h i s  person o r  proper ty  

o t h e r  than a  r ece ive r  i n  possession of  only a  p a r t  of the  

ind iv idua l  ' s  proper ty .  



(c) Estates and Trusts. The income tax return of an 

estate or trust shall be made and filed by the fiduciary thereof. 

(d) Joint Fiduciaries. If two or more fiduciaries are 

acting jointly, the return may be made by any one of them. 

(e) Cross Reference: For provisions relating to information 

returns by partnerships, see section 5 9 .  

Section 4 7 .  Notice of Qualification as Receiver. Every 

receiver, trustee in bankruptcy, assignee for benefit of 

creditors, or other like fiduciary, shall give notice of his 

qualification as such to the [tax commissioner], as may be re- 

quired by regulation. 

Section 48. Change of Status as Resident or Nonresident 

During Year. If an individual changes his status during his 

taxable year from resident to nonresident or from nonresident 

to resident, the [tax commissioner] may by regulation 

require him to file one return for the portion of the year 

during which he is a resident and one for the portion of the 

year during which he is a nonresident. 

Section 4 9 .  Taxable Income as Resident and Nonresident. 

(a) Except as provided in subsection (b) of this section, 

the taxable income of the individual shall be determined as 

provided in section 5 for residents and section 13 for non- 

residents as if the individual's taxable year for federal 

income tax purposes were limited to the period of his resident 

and nonresident status respectively. 

(b) There shall be included in determining taxable income 

from sources within or without this state, as the case may 

be, income, gain, loss, or deduction accrued prior to the 

change of status even though not otherwise includible or 

allowable in respect of the periof prior to such change, but 

the taxation or deduction of items accured prior to the change 

of status shall not be affected by the change. 

Section 50. Minimum Tax and Prorating of Exemptions. Where 

two returns are required to be filed as provided in section 48: 

(1) personal exemptions and the standard deduction shall be 



prorated between the  two r e t u r n s ,  under regu la t ions  prescr ibed 

by t h e  [ t ax  commissioner], t o  r e f l e c t  t h e  propor t ions  of t h e  

taxable  year during which the  ind iv idua l  was a r e s i d e n t  and a 

nonres ident ,  and 

(2) the  t o t a l  of the  taxes due thereon s h a l l  no t  be l e s s  

than would be due i f  t h e  t o t a l  of t h e  taxable  incomes repor ted 

on t h e  two r e t u r n s  were inc lud ib le  i n  one r e t u r n ,  

Sect ion 51. Time and Place  f o r  F i l i n g  Returns and Paying 

Tax. The income tax  r e t u r n  required by t h i s  a c t  s h a l l  be f i l e d  - 
on o r  before  the  f i f t e e n t h  day of t h e  four th  month following t h e  

c l o s e  o f  t h e  taxpayer ' s  taxable  year.  A person required t o  make 

and f i l e  a r e t u r n  under t h i s  a c t  s h a l l ,  without assessment, 

n o t i c e  o r  demand, pay any t ax  due thereon t o  the  [ t ax  com- 

missioner] on o r  before  t h e  d a t e  f ixed  f o r  f i l i n g  such r e t u r n  

(determined without regard t o  any extension of time f o r  f i l i n g  

the  r e t u r n ) .  The [ t a x  c o m i s s i o n e r ]  s h a l l  p r e s c r i b e  by regu- 

l a t i o n  t h e  p lace  f o r  f i l i n g  any r e t u r n ,  dec la ra t ion ,  statement 

o r  o t h e r  document required pursuant t o  t h i s  chapter and f o r  t h e  

payment of any tax.  

Sect ion 52. Declara t ions  of Estimated Tax. (a) Requirement 

of Declara t ion.  Every r e s i d e n t  and nonresident ind iv idua l  s h a l l  

make a d e c l a r a t i o n  of h i s  est imated t a x  f o r  the  taxable  year ,  i n  

such form a s  t h e  [ t a x  commissioner] may p r e s c r i b e  i f  h i s  ad- 

jus ted gross  income ( i n  t h e  case  of a nonresident from sources 

wi th in  t h i s  s t a t e ) ,  o t h e r  than from wages on which tax i s  wi th-  

he ld  under t h i s  a c t ,  can reasonably be expected t o  exceed 

$[500] plus  t h e  sum of the  personal exemptions t o  which he i s  

e n t i t l e d .  

(b) Estimated Tax Defined. The term "estimated tax" means 

t h e  amount which the  ind iv idua l  es t imates  t o  be h i s  income tax  

under t h i s  a c t  f o r  the  taxable  year  l e s s  the  amount which he  

es t imates  t o  be  t h e  sum of any c r e d i t s  al lowable f o r  tax  wi th-  

held.  

(c) Jo in t  Declara t ion of Husband and Wife. I f  they a r e  

e l i g i b l e  t o  do so f o r  f e d e r a l  t a x  purposes, a husband and w i f e  



may make a joint declaration of estimated tax as if they were 

one taxpayer, in which case the liability with respect to the 

estimated tax shall be joint and several. If a joint decla- 

ration is made but husband and wife elect to determine their 

taxes under this chapter separately, the estimated tax for 

such year may be treated as the estimated tax of either husband 

or wife, or may be divided between them, as they may elect. 

(d) Amendment of Declaration. An individual may amend a 

declaration under regulations prescribed by the [tax com- 

missioner] . 
(e) Return or Declaration as Amendment. If on or before 

January 31 (or February 15 in the case of an individual re- 

ferred to in subsection (b) of section 53) of the succeeding 

taxable year an individual files his return for the taxable 

year for which the declaration is required, and pays in full 

the amount shown on the return as payable, such return (1) shall 

be considered as his declaration if no declaration was required 

to be filed during the taxable year, but is otherwise required 

to be filed on or before January 15, or (2) shall be considered 

as the amendment permitted by subsection (d) to be filed on or 

before January 15 if the tax shown on the return is greater than 

the estimated tax shown in a declaration previously made. 

(f) Short Taxable Year. An individual having a taxable 

year of less than twelve months shall make a declaration in 

accordance with regulations of the [tax commissioner]. 

(g) Declaration for Individual Under a Disability. The 

declaration of estimated tax for an individual under a dis- 

ability shall be made and filed in the manner provided in sub- 

section (b) of section 46 for an income tax return. 

Section 53. Time for Filing Declaration of Estimated Tax. 

(a) Time for Filing. A declaration of estimated tax of an 

individual other than a farmer shall be filed on or before 

April 15 of the taxable year, except that if the requirements of 

section 52 are first met: 

(1) after April 1 and before June 2 of the taxable year, 

the declaration shall be filed on or before Juhe 15, or 



(2) a f t e r  June 1 and before  September 2 of t h e  t axab le  

yea r ,  the  d e c l a r a t i o n  s h a l l  be f i l e d  on o r  before  September 15,  

o r  

(3) a f t e r  September 1 of t h e  t axab le  yea r ,  the  decla-  

r a t i o n  s h a l l  be  f i l e d  on o r  before  January 15 of t h e  succeeding 

year .  

(b) Declara t ion by Farmer. A d e c l a r a t i o n  of es t imated t a x  

required by s e c t i o n  52 from an ind iv idua l  having an es t imated 

ad jus ted  g ross  income from farming i n  t h i s  s t a t e  f o r  the  t axab le  

year  which i s  a t  l e a s t  two-thirds of h i s  t o t a l  est imated ad- 

jus ted  g r o s s  income taxab le  i n  t h i s  s t a t e  f o r  t h e  t axab le  yea r ,  

may be f i l e d  a t  any time on o r  before  January 15 of t h e  suc- 

ceeding t axab le  yea r ,  i n  l i e u  of the  time otherwise  p resc r ibed .  

(c) Declara t ion of Estimated Tax of $1501 o r  Less.  A 

d e c l a r a t i o n  of es t imated t a x  of an ind iv idua l  having a t o t a l  

es t imated t a x  f o r  the  taxable  year  of $[SO] o r  l e s s  may be  

f i l e d  a t  any time on o r  be fo re  January 15 of t h e  succeeding 

t axab le  year  under r egu la t ions  prescr ibed by t h e  [ t a x  com- 

missioner]  . 
(d) F i s c a l  Year. I n  the  a p p l i c a t i o n  of t h i s  s e c t i o n  and 

t h e  preceding s e c t i o n  t o  t h e  case  of a t axab le  year  beginning 

on any d a t e  o t h e r  than January 1, t h e r e  s h a l l  be s u b s t i t u t e d ,  

f o r  t h e  months s p e c i f i e d  i n  t h i s  s e c t i o n  and the  preceding sec-  

t i o n ,  the  months which correspond t h e r e t o .  

Sec t ion  54. Payments of Estimated Tax. (a) General. The 

es t imated t a x  wi th  respec t  t o  which a d e c l a r a t i o n  i s  r equ i red  

under t h i s  a c t  s h a l l  be paid  a s  follows: 

(1) I f  the  d e c l a r a t i o n  i s  f i l e d  on o r  before  Apr i l  15 

of t h e  t axab le  y e a r ,  the  es t imated t ax  s h a l l  be paid  i n  f o u r  

equal  ins ta l lmen ts .  The f i r s t  ins ta l lmen t  s h a l l  be  pa id  a t  

t h e  t ime of the  f i l i n g  of t h e  d e c l a r a t i o n ,  the  second and t h i r d  

on June 15 and September 15,  r e s p e c t i v e l y ,  of the  t axab le  y e a r ,  

and t h e  f o u r t h  on January 15 of t h e  succeeding taxable  yea r .  

(2) I f  the  d e c l a r a t i o n  i s  f i l e d  a f t e r  Apri l  15 and not  

a f t e r  June 15 of the  t axab le  yea r ,  and i s  not  required t o  be  



f i l e d  on o r  be fore  Apri l  15 of t h e  taxable  year ,  the  estimate'd 

t ax  s h a l l  be paid i n  t h r e e  equal ins ta l lments ,  The f i r s t  i n -  

s t a l lment  s h a l l  be paid  a t  t h e  time of t h e  f i l i n g  of t h e  de- 

c l a r a t i o n ,  the  second on September 15,  of t h e  t axab le  year ,  and 

t h e  t h i r d  on January 15 of t h e  succeeding taxable  year.  

(3) I f  t h e  d e c l a r a t i o n  i s  f i l e d  a f t e r  June 15 and not  

a f t e r  September 15 of t h e  t axab le  year ,  and is  not  required t o  

be f i l e d  on o r  before June 15 of t h e  t axab le  year ,  t h e  es t imated 

t a x  s h a l l  be paid  i n  two equal ins ta l lments .  The f i r s t  i n -  

s t a l lment  s h a l l  be paid  a t  t h e  time of t h e  f i l i n g  of the  de- 

c l a r a t i o n ,  and the  second on January 15 of the  succeeding 

t axab le  year.  

(4)  I f  t h e  d e c l a r a t i o n  i s  f i l e d  a f t e r  September 15 of 

t h e  taxable  year and is  not  required t o  be f i l e d  on o r  before  

September 15 of the  taxable  year ,  t h e  es t imated t a x  s h a l l  be 

pa id  i n  f u l l  a t  t h e  time of t h e  f i l i n g  of the  dec la ra t ion .  

(5) I f  the  d e c l a r a t i o n  i s  f i l e d  a f t e r  the  time presc r ibed  

i n  s e c t i o n  53 (including cases i n  which an extension of time f o r  

f i l i n g  the  d e c l a r a t i o n  has been granted) ,  paragraphs (2), (3) ,  

and (4) of t h i s  subsect ion s h a l l  not  apply, and the re  s h a l l  be 

paid  a t  t h e  time of such f i l i n g  a l l  ins ta l lments  of es t imated 

t a x  which would have been payable on o r  be fore  such time i f  t h e  

d e c l a r a t i o n  had been f i l e d  wi th in  the  time presc r ibed  i n  s e c t i o n  

53, and t h e  remaining ins ta l lments  s h a l l  be paid  a t  the  time a t  

which, and i n  the  amounts i n  which they would have been payable 

i f  t h e  d e c l a r a t i o n  had been so  f i l e d .  

(b) Farmers. I f  an ind iv idua l  r e f e r r e d  t o  i n  subsect ion (b) 

o f  s e c t i o n  53 ( r e l a t i n g  t o  income from farming) makes a  de- 

c l a r a t i o n  of es t imated t a x  a f t e r  September 15 of t h e  taxable  year  

and on o r  before  January 15 of t h e  succeeding t axab le  year ,  t h e  

es t imated t a x  s h a l l  be paid  i n  f u l l  a t  t h e  time of  the  f i l i n g  of 

t h e  dec la ra t ion .  

(c) Amendments of Declara t ion.  I f  any amendment of a  de- 

c l a r a t i o n  i s  f i l e d ,  t h e  remaining ins ta l lments ,  i f  any, s h a l l  be 

r a t a b l y  increased o r  decreased,  a s  t h e  case  may be,  t o  r e f l e c t  



the increase or decrease in the estimated tax by reason of 

such amendment, and if any amendment is made after September 15 

of the taxable year, any increase in the estimated tax by reason 

thereof shall be paid at the time of making such amendment. 

(d) Application to Short Taxable Years. The application of 

this section to taxable years of less than 12 months shall be in 

accordance with regulations prescribed by the [tax commissioner]. 

(e) Fiscal Years. In the application of this section to the 

case of a taxable year beginning on any date other than January 1, 

there shall be substituted, for the months specified in this 

section, the months which correspond thereto. 

(f) Installments Paid in Advance. At the election of the 

individual, any installment of the estimated tax may be paid 

prior to the date prescribed for its payment. 

(g) Payment of Account. Payment of the estimated income tax 

or any installment thereof, shall be considered payment on account 

of the income tax imposed under this act for the taxable year. 

Section 55. Extension of Time for Filing and Payment. 

(a) General. The [tax commissioner] may grant a reasonable 

extension of time for payment of tax or estimated tax or any 

installment thereof, or for filing any return, declaration, 

statement, or other document required pursuant to this chapter, 

on such terms and conditions as he may require. Except for a 

taxpayer who is outside the United States, no such extension for 

filing any return, declaration, statement, or document, shall 

exceed six months. 

(b) Security. If any extension of time is granted for payment 

of any amount of tax, the [tax commissioner] may require the tax- 

payer to furnish a bond or other security in an amount not ex- 

ceeding twice the amount for which the extension of time for 

payment is granted, on such terms and conditions as the [tax 

commissioner] may require. 

Section 56. Change of Election. Any election expressly 

authorized by this act may be changed on such terms and con- 

ditions as the [tax commissioner] -may prescribe by regulation. 



Section 57.  Signing of Returns and Other Documents. 

(a) General. Any return, declaration, statement or other 

document required to be made pursuant to this act shall be 

signed in accordance with regulations or instructions pres- 

cribed by the [tax comissioner]. The fact that an individual's 

name is signed to a return, declaration, statement or other 

document, shall be prima facie evidence for all purposes that 

the return, declaration, statement or other document was actually 

signed by him. 

(b) Partnerships. Any return, statement or other document 

required of a partnership shall be signed by one or more partners. 

The fact that a partner's name is signed to a return, statement 

or other document, shall be prima facie evidence for all purposes 

that such partner is authorized to sign on behalf of the partner- 

ship. 

(c) Certifications. The making or filing of any return, 

declaration, statement or other document or copy thereof re- 

quired to be made or filed pursuant to this act, including a 

copy of a federal return, shall constitute a certification by 

the person making or filing such return, declaration, statement 

or other document or copy thereof that the statements contained 

therein are true and that any copy filed is a true copy. 

Part I1 - Information Returns 
Section 58. General Requirements Concerning Returns, Notices, 

Records and Statements. The [tax commissioner] may prescribe 

regulations as to the keeping of records, the content and form 

of returns and statements and the filing of copies of federal 

income returns and determinations. The [tax commissioner] may 

require any person, by regulation or notice served on such person, 

to make such returns, render such statements, or keep such 

records, as the [tax comissioner] may deem sufficient to show 

whether or not such person is liable under this act for tax or 

for the collection of tax. 



S e c t i o n  59,  P a r t n e r s h i p  Return .  Every p a r t n e r s h i p  having  a 
L 

r e s i d e n t  p a r t n e r  o r  having any income de r ived  from sou rces  i n  

t h i s  s t a t e ,  determined i n  accordance  w i t h  t h e  a p p l i c a b l e  r u l e s  

o f  s e c t i o n  15 a s  i n  t h e  c a s e  of  a  n o n r e s i d e n t  i n d i v i d u a l ,  s h a l l  

make a r e t u r n  f o r  t h e  t a x a b l e  y e a r  s e t t i n g  f o r t h  a l l  i t ems  of  

income, g a i n ,  l o s s ,  and deduc t ion ,  and t h e  names and a d d r e s s e s  

o f  t h e  i n d i v i d u a l s  whether  r e s i d e n t s  o r  n o n r e s i d e n t s  who would 

be  e n t i t l e d  t o  s h a r e  i n  t h e  n e t  income i f  d i s t r i b u t e d  and t h e  

amount o f  t h e  d i s t r i b u t i v e  s h a r e  of  each i n d i v i d u a l  and such 

o t h e r  p e r t i n e n t  i n fo rma t ion  a s  t h e  [ t a x  commissioner] may p r e -  

s c r i b e  by r e g u l a t i o n s  and i n s t r u c t i o n s .  Such r e t u r n  s h a l l  be  

f i l e d  on o r  b e f o r e  t h e  f i f t e e n t h  day of  t h e  f o u r t h  month fo l low-  

ing  t h e  c l o s e  of  each  t a x a b l e  yea r .  For  purposes  of  t h i s  s e c -  

t i o n ,  " t a x a b l e  year"  means a  y e a r  o r  p e r i o d  which would be  a 

t a x a b l e  y e a r  of  t h e  p a r t n e r s h i p  i f  i t  were s u b j e c t  t o  t a x  under  

t h i s  a c t .  

S e c t i o n  60. Informat ion  Returns .  The [ t a x  commissioner] may 

p r e s c r i b e  r e g u l a t i o n s  and i n s t r u c t i o n s  r e q u i r i n g  r e t u r n s  o f  i n -  

fo rma t ion  t o  be  made and f i l e d  on o r  b e f o r e  February  28 o f  each  

yea r  by any pe r son  making payment o r  c r e d i t i n g  i n  any c a l e n d a r  

y e a r  t h e  amounts o f  $[600] o r  more ($1101 o r  more i n  t h e  c a s e  of 

i n t e r e s t  o r  d iv idends)  t o  any pe r son  who may b e  s u b j e c t  t o  t h e  

t a x  imposed under t h i s  a c t .  Such r e t u r n s  may be  r e q u i r e d  o f  

any pe r son ,  i n c l u d i n g  l e s s e e s  o r  mortgagors  of  r e a l  o r  p e r s o n a l  

p r o p e r t y ,  f i d u c i a r i e s ,  employers ,  and a l l  o f f i c e r s  and employees 

o f  t h i s  s t a t e ,  o r  of any munic ipa l  c o r p o r a t i o n  o r  p o l i t i c a l  sub- 

d i v i s i o n  of  t h i s  s t a t e ,  having  t h e  c o n t r o l ,  r e c e i p t ,  cus tody ,  

d i s p o s a l  o r  payment o f  d iv idends ,  i n t e r e s t ,  r e n t s ,  s a l a r i e s ,  

wages, premiums, a n n u i t i e s ,  compensat ions,  remunera t ions ,  

emoluments o r  o t h e r  f i x e d  o r  de t e rminab le  g a i n s ,  p r o f i t s ,  o r  

income, except  i n t e r e s t  coupons payable  t o  b e a r e r .  A d u p l i -  

c a t e  o f  t h e  s t a t emen t  a s  t o  t a x  w i thhe ld  on  wages, r e q u i r e d  t o  

be f u r n i s h e d  by an employer t o  an  employee, s h a l l  c o n s t i t u t e  

t h e  r e t u r n  of  i n fo rma t ion  r e q u i r e d  t o  be made under  t h i s  s e c -  

t i o n  w i t h  r e s p e c t  t o  such wages. 



Section 61. Report of Change in Federal Taxable Income. If 

the amount of a taxpayer's federal taxable income reported on 

his federal income tax return for any taxable year is changed 

or corrected by the United States Internal Revenue Service or 

other competent authority, or as the result of a renegotiation 

of a contract or subcontract with the United States, the tax- 

payer shall report such change or correction in Federal taxable 

income within ninety days after the final determination of such 

change, correction, or renegotiation, or as otherwise required 

by the [tax commissioner], and shall concede the accuracy of 

such determination or state wherein it is erroneous. Any tax- 

payer filing an amended federal income tax return shall also 

file within ninety days thereafter an amended return under this 

act, and shall give such information as the [tax commissionerJ 

may require. The [tax commissioner] may by regulation prescribe 

such exceptions to the requirements of this section as he deems 

appropriate. 

TITLE VIII 

PROCEDURE AND ADMINISTRATION 

Part I - Deficiencies 

Section 62. Examination of Return. (a) Deficiency or 

Overpayment. As soon as practical after the return is filed, 

the [tax commissioner] shall examine it to determine the correct 

amount of tax. If the [tax commissioner] finds that the amount 

of tax shown on the return is less than the correct amount, he 

shall norify the taxpayer of the amount of the deficiency pro- 

posed to be assessed. If the [tax comissioner] finds that the 

tax paid is more than the correct amount, he shall credit the 

overpayment against any taxes due under this act by the taxpayer 

and refund the difference. 

(b) No Return Filed. If the taxpayer fails to file an 

income tax return, the [tax commissioner] shall estimate the 

taxpayer's taxable income and the tax thereon on from any 



available information and notify the taxpayer of the amount pro- 

posed to be assessed as in the case of a deficiency. 

(c) Notice of Deficiency. A notice of deficiency shall set 

forth the reason for the proposed assessment. The notice may 

be mailed by certified or registered mail to the taxpayer at his 

last known address. In the case of a joint return, the notice 

of deficiency may be a single joint notice except that if the 

[tax comissioner] is notified by either spouse that separate 

residences have been established he shall mail joint notices 

to each spouse. If the taxpayer is deceased or under a legal 

disability, a notice of deficiency may be mailed to his last 

known address unless the [tax comissioner] has received notice 

of the existence of a fiduciary relationship with respect to such 

taxpayer. 

Section 6 3 .  Assessment Final if no Protest. Ninety days 

after the date on which it was mailed (150 days if the taxpayer 

is outside the United States), a notice of proposed assessment 

of a deficiency shall constitute a final assessment of the 

amount of tax specified together with interest, additions to 

tax and penalties except only for such amounts as to which the 

taxpayer has filed a protest with the [tax comissioner]. 

Section 6 4 .  Protest by Taxpayer. Within 90 days (150 days 

if the taxpayer is outside the United States) after the mailing 

of a deficiency notice, the taxpayer may file with the [tax 

commissioner] a written protest against the proposed assessment 

in which he shall set forth the grounds on which the protest 

is based. If a protest is filed, the [tax commissioner] shall 

reconsider the assessment of the deficiency and, if the tax- 

payer has so requested, shall grant the taxpayer or his author- 

ized representatives an oral hearing. 

Section 65. Notice of Determination After Protest. Notice 

of the [tax commissioner's] determination shall be mailed to the 

taxpayer by certified or registered mail and such notice shall 

set forth briefly the [tax connnissioner's] findings of fact and 

the basis of decision in each case decided in whole or in part 
adversely to the taxpayer. 



Section 66. Action of [Tax Connnissioner] Final. The action 

of the [tax comissioner] on the taxpayer's protest is final 

upon the expiration of 90 days from the date when he mails 

notice of his action to the taxpayer unless within this period 

the taxpayer seeks judicial review of the [tax comissioner's] 

determination. 

Section 67. Burden of Proof in Proceedings Before the [Tax 

Commissioner]. In any proceeding before the [tax commissioner] 

under this act the burden of proof shall be on the taxpayer 

except for the following issues, as to which the burden of proof 

shall be on the [tax commissioner] : 

(1) whether the taxpayer has been guilty of fraud with 

attempt to evade tax, 

(2) whether the petitioner is liable as the transferee of 

property of a taxpayer (but not to show that the taxpayer was 

liable for the tax). 

(3) whether the taxpayer is liable for any increase in a 

deficiency where such increase is asserted initially after the 

notice of deficiency was mailed and a protest under section 64 

filed, unless such increase in deficiency is the result of a 

change or correction of federal taxable income required to be 

reported under section 61, and of which change or correction 

the [tax comissioner] had no notice at the time he mailed the 

notice of deficiency. 

Section 68. Evidence of Related Federal Determination. 

Evidence of a federal determination relating to issues raised 

in a proceeding under section 64 shall be admissible, under 

rules established by the [tax commissioner] . 
Section 69. Mathematical Error. In the event that the 

amount of tax is understated on the taxpayer's return due to 

a mathematical error, the [tax commissioner] shall notify the 

taxpayer that an amount of tax in excess of that shown on the 

return is due and has been assessed. Such a notice of ad- 

ditional tax due shall not be considered a notice of a de- 

ficiency assessment nor shall the taxpayer have any right of 

protest of appeal as in the case of a deficiency assessment 



based on such notice, and the assessment and collection of the 

amount of tax erroneously omitted in the return is not pro- 

hibited by any provision of this act. 

Section 70. Waiver of Restriction. The taxpayer at any 

time, whether or not a notice of deficiency has been issued, 

shall have the right to waive the restrictions on assessment 

and collection of the whole or any part of the deficiency by 

a signed notice in writing filed with the [tax commissioner]. 

Section 71. Assessment of Tax. (a) Date of Assessment. 

The amount of tax which is shown to be due on the return 

(including revisions for mathematical errors) shall be deemed 

to be assessed on the date of filing of the return including 

any amended returns showing an increase of tax. In the case 

of a return properly filed without the computation of the tax, 

the tax computed by the [tax commissioner] shall be deemed to be 

assessed on the date when payment is due. If a notice of 

deficiency has been mailed, the amount of the deficiency shall 

be deemed to be assessed on the date provided in section 63 if 

no protest is filed; or, if a protest is filed then upon the 

date when the determination of the [tax comissioner] becomes 

final. If an amended return or report filed pursuant to sec- 

tion 61 concedes the accuracy of a federal change or correction, 

any deficiency in tax under this act resulting therefrom shall 

be deemed to be assessed on the date of filing such report or 

amended return and such assessment shall be timely notwith- 

standing any other provisions of this act. Any amount paid 

as a tax or in respect of a tax, other than amounts withheld 

at the source or paid as estimated income tax, shall be deemed 

to be assessed upon the date of receipt of payment, notwith- 

standing any other provision of this act. 

(b) Other Assessment Powers. If the mode or time for the 

assessment of any tax under this act, including interest, ad- 

ditions to tax and penalties is not otherwise provided for, the 

[tax comissioner] may establish the same by regulation. 

(c) Supplemental Assessment. The [tax comissioner] may, at 

any time within the period prescribed for assessment, make a 



supplemental assessment,  s u b j e c t  t o  t h e  p rov i s ions  of  sec-  

t i o n  62 where a p p l i c a b l e ,  whenever i t  i s  found t h a t  any as -  

sessment i s  imperfect  o r  incomplete i n  any m a t e r i a l  a spec t .  

(d) Cross Reference. For assessment i n  case  of jeopardy, 

s e e  s e c t i o n  103. 

Sec t ion  72.  Limi ta t ions  on Assessment. (a) General .  

Except a s  o therwise  provided i n  t h i s  a c t ,  a  n o t i c e  of a pro- 

posed de f ic iency  assessment s h a l l  be mailed t o  the  taxpayer 

w i t h i n  t h r e e  yea r s  a f t e r  the  r e t u r n  was f i l e d .  No de f ic iency  

s h a l l  be assessed o r  c o l l e c t e d  wi th  respec t  t o  the  year  f o r  

which t h e  r e t u r n  was f i l e d  un less  the  n o t i c e  i s  mailed w i t h i n  

the  t h r e e  year  per iod o r  the  per iod otherwise  f ixed .  

(b) Omission of More Than 25 Percent  of Income. I f  the  

taxpayer omits from gross  income an amount proper ly  i n c l u d i b l e  

t h e r e i n  which i s  i n  excess of 25 percent  of  the  amount o f  g ross  

income s t a t e d  i n  t h e  r e t u r n ,  a  n o t i c e  of a  proposed de f ic iency  

assessment may be mailed t o  the  taxpayer w i t h i n  s i x  yea r s  a f t e r  

the  r e t u r n  was f i l e d .  For purposes of t h i s  subsect ion,  t h e r e  

s h a l l  not  be taken i n t o  account any amount which i s  omit ted  i n  

the  r e t u r n  i f  such amount i s  d i sc losed  i n  the  r e t u r n ,  o r  i n  a  

s ta tement  a t t ached  t o  the  r e t u r n ,  i n  a  manner adequate t o  

a p p r i s e  the  [ t a x  commissioner] of  the  na tu re  and amount of 

such item. 

(c) No Return F i l e d  o r  Fraudulent  Return. I f  no r e t u r n  i s  

f i l e d  o r  a  f a l s e  and f raudu len t  r e t u r n  is  f i l e d  w i t h  i n t e n t  t o  

evade the  t ax  imposed by t h i s  a c t ,  a  n o t i c e  of de f i c iency  may 

be mailed t o  t h e  taxpayer a t  any time. 

(d) F a i l u r e  t o  Report Federa l  Change. I f  a  taxpayer f a i l s  

t o  comply w i t h  the  requirement of s e c t i o n  61 by not r e p o r t i n g  

a  change o r  c o r r e c t i o n  inc reas ing  h i s  f e d e r a l  t axab le  income, 

o r  i n  not  r epor t ing  a  change o r  c o r r e c t i o n  which i s  t r e a t e d  i n  

the  same manner a s  i f  i t  were a  de f i c iency  f o r  f e d e r a l  income 

tax  purposes,  o r  i n  not  f i l i n g  an amended r e t u r n ,  a  n o t i c e  of 

de f i c iency  may b e  mailed t o  the  taxpayer a t  any time. 

( e )  Report of  Federal  Change o r  Correct ion.  I f  t h e  taxpayer 

s h a l l  pursuant t o  s e c t i o n  61 r e p o r t  a  change o r  c o r r e c t i o n  o r  



f i l e  an  amended r e t u r n  inc reas ing  h i s  f e d e r a l  t axab le  income o r  

r e p o r t  a  change o r  c o r r e c t i o n  which i s  t r e a t e d  i n  t h e  same 

manner a s  i f  i t  were a  def ic iency f o r  f e d e r a l  income t a x  pur-  

poses,  the  assessment ( i f  not  deemed t o  have been made upon the  

f i l i n g  of  the  r e p o r t  o r  amended re tu rn )  may be made a t  any time 

w i t h i n  two years  a f t e r  such r e p o r t  o r  amended r e t u r n  was f i l e d .  

(f)  Extension by Agreement. Where, be fo re  the  e x p i r a t i o n  

of t h e  t ime p resc r ibed  i n  t h i s  s e c t i o n  f o r  the  assessment of a  

de f i c iency ,  both  the  [ t a x  commissioner] and the  taxpayer s h a l l  

have consented i n  w r i t i n g  t o  i t s  assessment a f t e r  such time, the  

de f i c iency  may be assessed a t  any t ime p r i o r  t o  t h e  e x p i r a t i o n  of 

per iod agreed upon. The per iod so agreed may be extended by 

subsequent agreement i n  w r i t i n g  made before  the  e x p i r a t i o n  of 

the  per iod previously  agreed upon. 

(g) Time Return Deemed F i l e d .  For purposes of  t h i s  s e c t i o n  

an income t a x  r e t u r n  f i l e d  before  t h e  l a s t  day prescr ibed by law 

o r  by r e g u l a t i o n  promulgated pursuant t o  law f o r  t h e  f i l i n g  the re -  

o f ,  s h a l l  be deemed t o  be f i l e d  on such l a s t  day. I f  a  r e t u r n  

o r  withholding t a x  f o r  any per iod ending wi th  o r  w i t h i n  a  ca lendar  

year  i s  f i l e d  before  Apri l  15 of t h e  succeeding calendar  y e a r ,  

such r e t u r n  s h a l l  be deemed t o  be f i l e d  on Apri l  15 of  such suc- 

ceeding calendar  year .  

Sec t ion  7 3 .  Recovery of Erroneous Refund. An erroneous r e -  

fund s h a l l  be considered an underpayment of t a x  on t h e  d a t e  made, 

and a n  assessment of a  de f i c iency  a r i s i n g  o u t  of an erroneous r e -  

fund may be made a t  any time w i t h i n  two years  from the  making of 

t h e  refund,  except t h a t  t h e  assessment may be  made w i t h i n  f i v e  

yea r s  from t h e  making of the  refund i f  i t  appears t h a t  any p a r t  

o f  t h e  refund was induced by f raud o r  t h e  mis represen ta t ion  of  

of a m a t e r i a l  f a c t .  

Sec t ion  74. I n t e r e s t  on Underpayments. (a) General .  I f  

any amount of t a x  imposed by t h i s  a c t ,  inc luding t a x  wi thheld  

by an employer, i s  not  paid  on o r  before  the  l a s t  d a t e  p re -  

s c r i b e d  f o r  payment, i n t e r e s t  on such amount a t  t h e  r a t e  of 

6 percen t  per  annum s h a l l  be pa id  f o r  the  pe r iod  from such l a s t  



date to date paid. No interest shall be imposed if the 

amount due is less than one dollar nor shall this section apply 

to any failure to pay estimated income tax under section 54. 

(b) Last Date Prescribed for Payment. For purposes of this 

section, the last date prescribed for the payment of tax shall 

be determined without regard to any extension of time. 

(c) Suspension of Waiver of Restrictions. If the taxpayer 

has filed a waiver of restrictions on the assessment of a 

deficiency and if notice and demand by the [tax commissioner] 

for payment of such deficiency is not made within 30 days after 

the filing of such waiver, interest shall not be imposed on such 

deficiency for the period beginning immediately after such 30th 

day and ending with the date of notice and demand. 

(d) Interest Treated as Tax. Interest prescribed under this 

section on any tax including tax withheld by an employer shall 

be paid on notice and demand and shall be assessed, collected 

and paid in the same manner as taxes. Any reference in this 

act to the tax imposed by this act shall be deemed also to refer 

to interest imposed by this section on such tax. 

(e) Interest on Penalties, or Additions to Tax. Interest 

shall be imposed under this section in respect to any penalty, 

or addition to tax only if such penalty or addition to tax is 

not paid within 10 days of the notice and demand therefor, and 

in such case interest shall be imposed only for the period from 

the date of the notice and demand to the date of payment. 

(f) Payments Made Within 10 Days After Notice and Demand. 

If notice and demand is made for the payment of any amount due 

under this act and if such amount is paid within 10 days 

after the date of such notice and demand, interest under this 

section on the amount so paid shall not be imposed for the 

period after the date of such notice and demand. 

(g) Satisfaction by Credits. If any portion of a tax is 

satisfied by credit of an overpayment, then no interest shall 

be imposed under this section on the portion of the tax so 

satisfied for any period during which if the credit had not 



49 been made, i n t e r e s t  would have been al lowable wi th  r e s p e c t  t o  

50 such overpayment. 

51 (h) I n t e r e s t  on Erroneous Refund. Any p o r t i o n  of  the  t a x  

52 imposed by t h i s  a c t  o r  any i n t e r e s t ,  pena l ty ,  o r  a d d i t i o n  

t o  t a x  which has been erroneously refunded and which i s  r e -  

coverable by the  [ t a x  commissioner] s h a l l  bear  i n t e r e s t  a t  the  

r a t e  of 6  percent per  annum from the  d a t e  of payment of the  

refund.  

( i )  L imi ta t ion  on Assessment and Col lec t ion .  I n t e r e s t  

p resc r ibed  under t h i s  s e c t i o n  may be assessed  and c o l l e c t e d  

a t  any time during the  per iod w i t h i n  which the  t a x ,  pena l ty ,  

o r  a d d i t i o n  t o  t a x  t o  which such i n t e r e s t  r e l a t e s  may be 

61 assessed and c o l l e c t e d  r e s p e c t i v e l y .  

P a r t  I1 - Additions t o  Tax and P e n a l t i e s  

1 Sect ion 75. F a i l u r e  t o  F i l e  Tax Returns.  (a) F a i l u r e  t o  

2  F i l e  Tax Return. I n  case  of f a i l u r e  to  f i l e  any r e t u r n  r e -  

3 quired under t h i s  a c t  on the  d a t e  prescr ibed the re fo r  (determi- 

4 ned wi th  regard to  any extension of time f o r  f i l i n g ) ,  unless  i t  

5  i s  shown t h a t  such f a i l u r e  i s  due t o  reasonable  cause and not  

6  due t o  w i l l f u l  n e g l e c t ,  the re  s h a l l  be added t o  t h e  amount r e -  

7 qu i red  t o  be shown a s  t a x  on such r e t u r n  5  percent  of the  amount 

8 of such tax  i f  the  f a i l u r e  i s  not  f o r  more than one month, w i t h  

9 an a d d i t i o n a l  5  percent  f o r  each a d d i t i o n a l  month o r  f r a c t i o n  

10 thereof  during which such f a i l u r e  cont inues ,  no t  exceeding 

11 25 percent  i n  the  aggregate.  For purposes of t h i s  s e c t i o n ,  

12 the  amount of t ax  required t o  be  shown on t h e  r e t u r n  s h a l l  be 

13  reduced by t h e  amount of any p a r t  of the  t a x  which i s  paid  on 

14 o r  be fo re  the  d a t e  p resc r ibed  f o r  payment of the  t a x  and by 

15 t h e  amount of any c r e d i t  a g a i n s t  t h e  t a x  which may be claimed 

16 upon the r e t u r n .  

1 7  (b) F a i l u r e  t o  F i l e  Cer ta in  Information Returns.  I n  case  

18 of  each f a i l u r e  t o  f i l e  a  statement of payment t o  another 

19 person requ i red  under the  a u t h o r i t y  of t h i s  a c t  inc luding the  

20 d u p l i c a t e  s ta tement  of t a x  withheld on wages on the  d a t e  



prescribed therefor (determined with regard to any extension 

of time for filing), unless it is shown that such failure is 

due to a reasonable cause and not to willful neglect, there 

shall be paid upon notice and demand by the [tax commissioner] 

and in the same manner as by the person so failing to file the 

statement, a penalty of $2.00 for each statement not so filed, 

but the total amount imposed on the delinquent person for all 

such failures during any calendar year shall not exceed $2,000. 

Section 76. Failure to Pay Tax. (a) Deficiency Due to 

Negligence. If any part of a deficiency is due to negligence 

or intentional disregard of rules and regulations (but without 

intent to defraud) there shall be added to the tax an amount 

equal to 5 percent of the deficiency. 

(b) Fraud. If any part of a deficiency is due to fraud, 

there shall be added to the tax an amount equal to 50 percent 

of the deficiency. This amount shall be in lieu of any amount 

determined under subsection (a) . 
(c) Failure by Individual to File Declaration or Under- 

payment of Estimated Tax. If any taxpayer fails to file a 

declaration of estimated tax or fails to pay all or any part 

of an installment of any tax, he shall be deemed to have made 

an underpayment of estimated tax. The [tax commissioner] may 

prescribe by regulation the method for determining the amount 

of the underpayment and the period of the underpayment. 

(d) Nonwillful Failure to Pay Withholding Tax. If any 

employer, without intent to evade or defeat any tax imposed by 

this act or the payment thereof, shall fail to make a return 

and pay a tax withheld by him at the time required by or under 

the provisions of this act, such employer shall be liable for 

such taxes and shall pay the same together with interest thereon 

and the addition to tax provided in subsection (a), and such 

interest and addition to tax shall not be charged to or collected 

from the employee by the employer. The [tax commissioner] shall 

have the same rights and powers for the collection of such tax, 

interest, and addition to tax against such employer as are now 



prescribed'by this act for the collection of tax against an 

individual taxpayer. 

(e) Willful Failure to Collect and Pay Over Tax. Any 

p.rson required to collect, truthfully account for, and pay over 

tae tax imposed by this act who willfully fails to collect such 

tax or truthfully account for and pay over such tax or willfully 

attempts in any manner to evade or defeat the tax or the payment 

thereof, shall, in addition to other penalties provided by law 

be liable to a penalty equal to the total amount of the tax 

evaded, or not collected, or not accounted for and paid over. 

No addition to tax under subsections (a) or (b) of this section 

shall be imposed for any offense to which this subsection applies. 

(f) Additional Penalty. Any person who with fraudulent intent 

shall fail to pay, or to deduct or withhold and pay, any tax, or 

to make, render, sign, or certify any return or declaration of 

estimated tax, or to supply any information within the time 

required by or under this act, shall be liable to a penalty 

of not more than $1,000, in addition to any other amounts re- 

quired under this act, to be imposed, assessed and collected by 

the [tax commissioner] . 
(g) Additions Treated as Tax. The additions to tax and 

penalties provided by this act shall be paid upon notice and 

demand and shall be assessed, collected, and paid in the same 

manner as taxes and any reference in this act to income tax or 

the tax imposed by this act shall be deemed also to refer to 

additions to the tax, and penalties provided by this section. 

For purposes of the deficiency procedures provided in section 

62, this subsection shall not apply to: 

(1) any addition to tax under subsection (a) of 

section 75 except as to that portion attributable to a de- 

ficiency; 

(2) any addition to tax for failure to file a decla- 

ration or underpayment of estimated tax as provided in sub- 

section (c) of this section; 

(3) ziny additional penalty under subsection (f) of this 

section. 



(h) Determination of Deficiency. For purposes of subsections 

(a) and (b) related to deficiencies due to negligence or fraud, 

the amount shown as the tax by the taxpayer upon his return shall 

be taken into account in determining the amount of the deficiency 

only if such return was filed on or before the last day prescribed 

for the filing of such return, determined with regard to any ex- 

tension of time for such filing. 

(i) Person Defined. For purposes of subsections (e) and (f) 

the term person includes an individual, corporation or partner- 

ship, or an officer or employee of any corporation (including 

a dissolved corporation), or a member or employee of any partner- 

ship, who as such officer, employee or member is under a duty to 

perform the act in respect of which the violation occurs. 

Section 77. False Information with Respect to Withholding 

Allowance. In addition to any other penalty provided by law, 

if any individual in claiming a withholding allowance states 

(1) as the amount of the wages shown on his return for any tax- 

able year an amount less than such wages actually shown, or 

(2) as the amount of the itemized deductions referred to in 

section 9 shown on the return for any taxable year an amount 

greater than such deductions actually shown, he will pay a 

penalty of $50 for such statement, unless: 

(1) such statement did not result in a decrease in the 

amounts deducted and withheld, or 

(2) the taxes imposed with respect to the individual under 

this act for the succeeding taxable year do not exceed the sum 

of: (i) the credits against such taxes, and (ii) the payments 

of estimated tax which are considered payments on account of 

such taxes. 

Section 62 relating to deficiency procedure shall not apply in 

respect to the assessment or collection of any penalty imposed 

by this section. 

Part I11 - Credits and Refunds 
Section 78. Authority to Make Credits or Refunds. (a) General. 

Rule. The [tax commissioner] within the applicable period of - 



l i m i t a t i o n s  may c r e d i t  an overpayment of income t a x  and i n t e r e s t  

on such overpayment a g a i n s t  any l i a b i l i t y  i n  r e s p e c t  of any t a x  

imposed by the  t a x  laws of t h i s  s t a t e  on the  person who made the  

overpayment, and the  balance s h a l l  be refunded by the t r e a s u r e r  

o u t  of  t h e  proceeds of the  tax  r e t a i n e d  by him f o r  such genera l  

purposes. 

(b) Excessive Withholding. I f  the  amount al lowable a s  a 

c r e d i t  f o r  t ax  wi thheld  from t h e  taxpayer exceeds h i s  t a x  t o  

which t h e  c r e d i t  r e l a t e s ,  the excess s h a l l  be considered an 

overpayment. 

(c) Overpayment by Employer. I f  t h e r e  has been an over-  

payment of t a x  required t o  be deducted and withheld under sec-  

t i o n  19, refund s h a l l  be made t o  t h e  employer only t o  the  extent  

t h a t  the  amount of the  overpayment was not  deducted and withheld 

by the  employer. 

(d) Cred i t s  Against Estimated Tax. The [ t a x  commissioner] 

may p r e s c r i b e  regu la t ions  providing f o r  the  c r e d i t i n g  a g a i n s t  

the  es t imated income tax  f o r  any taxable  year  of the  amount 

determined t o  be an overpayment of the  income tax  f o r  a pre-  

ceding taxable  yea r .  

(e) Assessment and Col lec t ion  Af te r  L imi ta t ion  Per iod.  I f  

any amount of incone t ax  i s  assessed o r  c o l l e c t e d  a f t e r  the  ex- 

p i r a t i o n  of the  per iod of l i m i t a t i o n s  properly app l i cab le  t h e r e t o ,  

such amount s h a l l  be considered an overpayment. 

Sec t ion  79. Abatements. (a) General Rule. The [ t a x  com- 

commissioner] i s  author ized t o  aba te  t h e  unpaid por t ion  of the  

assessment of any tax  o r  any l i a b i l i t y  i n  r espec t  t h e r e o f ,  which 

(1) i s  excess ive  i n  amount, o r  (2) i s  assessed a f t e r  the  ex- 

p i r a t i o n  of the  period of l i m i t a t i o n s  properly app l i cab le  t h e r e t o ,  

o r  (3) i s  erroneously o r  i l l e g a l l y  assessed.  

(b) No Claim by Taxpayer. No claim f o r  abatement s h a l l  be 

f i l e d  by a taxpayer i n  r e s p e c t  of an assessment of any t ax  

imposed under t h i s  a c t .  

(c) Small Tax Balances.  The [ t ax  commissioner] i s  author ized 

to  aba te  the  unpaid por t ion  of the  assessment of any t a x ,  o r  any 



l i a b i l i t y  i n  r espec t  t h e r e o f ,  i f  he determines under uniform 

r u l e s  prescr ibed by him t h a t  t h e  admin i s t ra t ion  and c o l l e c t i o n  

c o s t s  involved would not  warrant  c o l l e c t i o n  of t h e  amount due. 

Sec t ion  80. L imi ta t ions  on Cred i t  o r  Refund. (a) General .  

A claim f o r  c r e d i t  o r  refund of an  overpayment of  any tak  imposed 

by t h i s  a c t  s h a l l  be f i l e d  by the  taxpayer w i t h i n  t h r e e  yea r s  

from the  time the  r e t u r n  was f i l e d  o r  two years  from the time 

the  t ax  was paid  whichever of such per iods  exp i res  t h e  l a t e r ;  

o r  i f  no r e t u r n  was f i l e d  by the  taxpayer,  w i t h i n  two years  

from the  time the  t ax  was paid .  No c r e d i t  o r  refund s h a l l  be 

allowed o r  made a f t e r  t h e  e x p i r a t i o n  of the  per iod of  l i m i t a t i o n  

p resc r ibed  i n  t h i s  subsect ion f o r  t h e  f i l i n g  of a  claim f o r  

c r e d i t  o r  refund,  un less  a  claim f o r  c r e d i t  o r  refund i s  f i l e d  

by t h e  taxpayer w i t h i n  such per iod.  

(b) Limit  on Amount of Claim o r  Refund. I f  the  claim i s  

f i l e d  by t h e  taxpayer during the  three-year  per iod p resc r ibed  i n  

subsec t ion  (a) ,  t h e  amount of t h e  c r e d i t  o r  refund s h a l l  not  

exceed the  por t ion  of the  t ax  paid  w i t h i n  the  t h r e e  yea r s  

immediately preceding the  f i l i n g  of the  claim p l u s  the  per iod 

of any extension of time f o r  f i l i n g  the  r e t u r n .  I f  the  claim 

i s  not  f i l e d  w i t h i n  such three-year  pe r iod ,  bu t  i s  f i l e d  w i t h i n  

t h e  two-year pe r iod ,  the  amount of the  c r e d i t  o r  refund s h a l l  

not  exceed t h e  p o r t i o n  of t h e  t a x  paid  during the  two years  

immediately preceding the  f i l i n g  of the  claim. I f  no claim i s  

f i l e d ,  the  c r e d i t  o r  refund s h a l l  not  exceed t h e  amount which 

would be al lowable under e i t h e r  of the  preceding sen tences ,  a s  

the  case  may be,  i f  a  claim was f i l e d  on the  d a t e  the  c r e d i t  o r  

refund i s  allowed. 

(c) Extension of Time by Agreement. I f  an agreement f o r  

an extension of t h e  pe r iod  f o r  assessment of income taxes  i s  

made w i t h i n  the  per iod p resc r ibed  i n  subsect ion (a) f o r  the  

f i l i n g  of  a  claim f o r  c r e d i t  o r  refund,  t h e  pe r iod  f o r  f i l i n g  

claim f o r  c r e d i t  o r  f o r  making c r e d i t  o r  refund i f  no c la im i s  

f i l e d ,  s h a l l  not  e x p i r e  p r i o r  t o  s i x  months a f t e r  t h e  e x p i r a t i o n  

of  the  pe r iod  w i t h i n  which an assessment may be made pursuant 



t o  the  agreement o r  any extension the reof ,  The amount of such 

c r e d i t  o r  refund s h a l l  not  exceed the  por t ion  of  the  t a x  pa id  

a f t e r  t h e  execution of the  agreement and be fore  the  f i l i n g  of 

the  c la im o r  the  making of  the  c r e d i t  o r  refund,  a s  the  case  

may be ,  p lus  t h e  p o r t i o n  o f  the  t ax  paid  w i t h i n  the  period which 

would be app l i cab le  under subsect ion (a)  i f  a claim had been 

f i l e d  on the  d a t e  t h e  agreement was executed. 

(d) Notice of Change o r  Correct ion of Federal  Income. I f  

a  taxpayer i s  r equ i red  by s e c t i o n  61 t o  r e p o r t  a  change o r  

c o r r e c t i o n  i n  f e d e r a l  taxable  income repor ted  on h i s  f edera l  

income t a x  r e t u r n ,  o r  t o  r e p o r t  a  change o r  c o r r e c t i o n  which 

i s  t r e a t e d  i n  the  same manner a s  i f  i t  were an overpayment f o r  

f e d e r a l  income tax  purposes,  o r  t o  f i l e  an amended r e t u r n  wi th  

the  [ t a x  commissioner], claim f o r  c r e d i t  o r  refund of  any 

r e s u l t i n g  overpayment of t ax  s h a l l  be f i l e d  by t h e  taxpayer 

w i t h i n  two years  from the  time the  n o t i c e  of such change o r  

c o r r e c t i o n  o r  such amended r e t u r n  was required t o  be f i l e d  wi th  

t h e  [tax commissioner]. I f  the  r e p o r t  o r  amended r e t u r n  r e -  

qu i red  by s e c t i o n  61 i s  not  f i l e d  wi th in  the  90-day per iod 

t h e r e i n  s p e c i f i e d ,  i n t e r e s t  on any r e s u l t i n g  refund o r  c r e d i t  

s h a l l  cease  t o  accrue  a f t e r  such 90th day. The amount of such 

c r e d i t  o r  refund s h a l l  not  exceed the  amount of the  reduc t ion  

i n  t a x  a t t r i b u t a b l e  t o  such f e d e r a l  change, c o r r e c t i o n ,  o r  items 

amended on the  taxpayer ' s  amended f e d e r a l  income t a x  r e t u r n .  

This subsect ion s h a l l  not  af  f e c t  t h e  time w i t h i n  which o r  the  

amount f o r  which a  claim f o r  c r e d i t  o r  refund may be f i l e d  a p a r t  

from t h i s  subsect ion.  

(e) Specia l  Rules. The following r u l e s  s h a l l  apply: 

(1) I f  t h e  claim f o r  c r e d i t  o r  refund r e l a t e s  t o  an  

overpayment of tax on account of the  d e d u c t i b i l i t y  by t h e  tax-  

payer of  a  debt a s  a debt which became worthless  o r  a  l o s s  from 

worthlessness  of a  s e c u r i t y  o r  the  e f f e c t  t h a t  the  d e d u c t i b i l i t y  

of a  debt o r  of a  l o s s  has on the  a p p l i c a t i o n  t o  the  taxpayer of 

a  carry-over ,  the  claim may be  made, under r e g u l a t i o n s  p resc r ibed  

by the  [ t a x  commissioner] w i t h i n  seven years  from t h e  d a t e  



presc r ibed  by law f o r  f i l i n g  t h e  r e t u r n  f o r  the  year  w i t h  

r e s p e c t  t o  which t h e  c la im is  made. 

(2) I f  t h e  c la im f o r  c r e d i t  o r  refund r e l a t e s  t o  an 

overpayment a t t r i b u t a b l e  t o  a n e t  opera t ing  l o s s  carry-back,  

the  c la im may be made, under r e g u l a t i o n s  p resc r ibed  by t h e  

[ t a x  c o m i s s i o n e r ]  w i t h i n  t h e  pe r iod  which ends w i t h  t h e  

e x p i r a t i o n  of the  1 5 t h  day of  t h e  40th  month following the  

end of the  t axab le  year  of  t h e  n e t  opera t ing  l o s s  which r e s u l t e d  

i n  such carry-back o r  t h e  pe r iod  p resc r ibed  i n  subsec t ion  (c) 

i n  r e s p e c t  of such taxable  y e a r ,  whichever exp i res  l a t e r .  

Sec t ion  81. I n t e r e s t  on Overpayment. (a) General .  Under 

r e g u l a t i o n s  p resc r ibed  by the  [ t a x  c o m i s s i o n e r )  i n t e r e s t  s h a l l  

be  allowed and paid  a t  the  r a t e  of 6 percent  pe r  annum upon any 

overpayment i n  r e s p e c t  of t h e  t a x  imposed by t h i s  a c t .  No 

i n t e r e s t  s h a l l  be allowed o r  paid  i f  the  amount thereof  i s  l e s s  

than $1.00. 

(b) Date o f  Return o r  Payment. For purposes of t h i s  sec t ion :  

(1) Any r e t u r n  f i l e d  be fo re  the  l a s t  day p resc r ibed  

f o r  the  f i l i n g  thereof  s h a l l  be considered a s  f i l e d  on such l a s t  

day determined wi thout  regard  t o  any extension of time g ran ted  

the  taxpayer;  

(2) Any t a x  paid  by t h e  taxpayer be fo re  t h e  l a s t  day 

p resc r ibed  f o r  i t s  payment, any income tax  wi thheld  from t h e  

taxpayer during any calendar  year  and any amount paid  by t h e  

taxpayer a s  es t imated income t a x  f o r  a t axab le  y e a r  s h a l l  be 

deemed t o  have been paid  by him on the f i f t e e n t h  day of  the  

f o u r t h  month following the c l o s e  of  h i s  t axab le  year  t o  which 

such amount c o n s t i t u t e s  a c r e d i t  o r  payment. 

(c) Return and Payment of Withholding Tax. For purposes 

of  t h i s  s e c t i o n  wi th  r e s p e c t  t o  any withholding t ax ;  

(1) I f  a  r e t u r n  f o r  any per iod ending wi th  o r  w i t h i n  

a ca lendar  year  i s  f i l e d  be fo re  Apri l  15 of the succeeding 

calendar  yea r ,  such r e t u r n  s h a l l  be considered f i l e d  on Apr i l  15 

of  such succeeding calendar  year ;  and 

(2) I f  a  t a x  wi th  respec t  t o  remuneration paid  during 

any per iod ending wi th  o r  w i t h i n  a ca lendar  year  i s  pa id  be fo re  



April 15 of the succeeding calendar year, such tax shall be 

considered paid on April 15 of such succeeding calendar year. 

(d) Refund Within Three Months. If any overpayment of tax 

imposed by this act is refunded within three months after the 

last date prescribed (or permitted by extension of time) for 

filing the return of such tax or within three months after the 

return was filed, whichever is later, no interest shall be 

allowed under this section on overpayment. 

Section 82. Refund Claim. Every claim for refund shall be 

filed with the [tax commissioner] in writing and shall state 

the specific grounds upon which it is founded. The [tax com- 

missioner] may grant the taxpayer or his authorized repre- 

sentatives an opportunity for an oral hearing if the taxpayer 

so requests. 

Section 83. Notice of Denial. If the [tax commissioner] 

disallows a claim for refund, he shall notify the taxpayer 

accordingly. The action of the [tax commissioner] denying a 

claim for refund is final upon the expiration of 90 days from 

the date when he mails notice of his action to the taxpayer 

unless within this period the taxpayer seeks judicial review 

of the [tax commissioner's] determination. 

Section 84. Refund Claim Deemed Disallowed. If the [tax 

commissioner] fails to mail a notice of action on any refund 

claim within six months after the claim is filed, the taxpayer 

may, prior to notice of action on the refund claim, consider 

the claim disallowed. 

Part IV - Judicial Review - Suits for Refunds 
Section 85. Review of Determination of [Tax Commissioner] . 

A determination by the [tax comissioner] on a taxpayer's 

protest against the proposed assessment of a deficiency shall 

be subject to judicial review at the instance of any taxpayer af- 

fected thereby [either in the manner provided by law for the review 

of final decisions or determinations of administrative agencies 



of this state or by a de novo review in a court of appropriate 

jurisdiction]. 
2 

Section 86. Judicial Review Exclusive Remedy in Deficiency 

Proceedings. The review of a determination of the [tax com- 

missioner] provided by section 85 shall be the exclusive remedy 

available to any taxpayer for the judicial review of the action 

of the [tax commissioner] in respect to the assessment of a 

proposed deficiency. No injunction or other legal or equitable 

process shall issue in any suit, action or proceeding in any 

court against this state or against any office of this state to 

prevent or enjoin the assessment or collection of any tax imposed 

under this act. 

Section 87. Assessment Pending Review - Review Bond. The 

[tax commissioner] may assess a deficiency after the expiration 

of the period specified in section 66 notwithstanding that an 

application for judicial review in respect of such deficiency has 

been made by the taxpayer, unless the taxpayer at or before the 

time his application for review is made, has paid the deficiency, 

or has deposited with the [tax commissioner] the amount of the 

deficiency or has filed with the [tax commissioner] a bond, in 

the amount of the deficiency being contested including interest 

and other amounts as well as all costs and charges which may 

accrue against him in the prosecution of the proceeding and 

issued by a person authorized under the laws of this state to 

act as surety, conditioned upon the payment of the deficiency 

including interest and other amounts as finally determined and 

such costs and charges. 

Section 88. Proceedings After Review. (a) Credit, Refund or 

Abatement. If the amount of a deficiency determined by the 

[tax commissioner] is disallowed in whole or in part by the court 

of review, the amount so disallowed shall be credited or re- 

funded to the taxpayer without the making of a claim therefor, or, 

if payment has not been made, shall be abated. 

2. These provisions will have to be drafted to be consistent 
with judicial remedies available in comparable proceedings, 



(b) Deficiency Disallowed - Costs.  I f  t h e  def ic iency 

determined by t h e  [ t a x  commissioner] i s  disal lowed, t h e  tax- 

payer s h a l l  have h i s  c o s t s .  I f  the  def ic iency i s  disal lowed 

i n  p a r t ,  t he  cour t  i n  i t s  d i s c r e t i o n  may award t h e  taxpayer a  

propor t ion of h i s  c o s t s .  

(c) Assessment F i n a l .  An assessment of a  proposed de- 

f i c i e n c y  by t h e  [ t a x  c o m i s s i o n e r ]  s h a l l  become f i n a l  upon the  

e x p i r a t i o n  of the  per iod s p e c i f i e d  i n  s e c t i o n  63 f o r  f i l i n g  a  

w r i t t e n  p r o t e s t  a g a i n s t  t h e  proposed assessment i f  no such 

p r o t e s t  has been f i l e d  w i t h i n  the  time provided; o r  i f  t h e  

p r o t e s t  provided i n  s e c t i o n  64 has been f i l e d ,  upon t h e  ex- 

p i r a t i o n  of time provided f o r  f i l i n g  an a p p l i c a t i o n  f o r  ju- 

d i c i a l  review, o r  upon the  f i n a l  judgment of the  reviewing 

cour t  o r  upon t h e  render ing by t h e  [ t a x  commissioner] of a  

dec i s ion  pursuant t o  the  mandate of t h e  reviewing cour t .  Not- 

wi ths tanding the  foregoing,  f o r  the  purpose of making an 

a p p l i c a t i o n  f o r  the  review of a  determinat ion of t h e  [ t a x  com- 

miss ioner ] ,  the  determinat ion s h a l l  be deemed f i n a l  on t h e  

d a t e  t h e  n o t i c e  of dec i s ion  i s  s e n t  by c e r t i f i e d  mail  o r  r e -  

g i s t e r e d  mail t o  the  taxpayer a s  provided i n  s e c t i o n  65.  

Sec t ion  89. S u i t  f o r  Refund. Except i n  cases  involving t h e  

proposed assessment of  a  de f i c iency ,  any taxpayer who claims 

t h a t  t h e  t a x  he has paid  under t h i s  a c t  i s  void  i n  whole o r  i n  

p a r t ,  may b r ing  an a c t i o n ,  upon t h e  grounds s e t  f o r t h  i n  h i s  

c la im f o r  refund,  a g a i n s t  t h e  [tax commissioner] f o r  t h e  

recovery o r  t h e  whole o r  any p a r t  of t h e  amount paid .  Such 

s u i t  a g a i n s t  the  [ t a x  commissioner] may be i n s t i t u t e d  i n  t h e  

[ d i s t r i c t ,  county, c i r c u i t  cour t  of appropr ia te  j u r i s d i c t i o n  

where t h e  taxpayer r e s i d e s  o r  i n  the  c a p i t a l  c i t y ] .  [ I f  neces- 

s a r y ,  i n s e r t  appropr ia te  p rov i s ion  f o r  defense of a c t i o n  e i t h e r  

by t h e  a t t o r n e y  genera l  o r  counsel f o r  the  t a x  c o m i s s i o n e r . ]  

Sec t ion  90. No S u i t  P r i o r  t o  F i l i n g  Claim. No s u i t  s h a l l  

be maintained f o r  the  recovery of any t ax  imposed by t h i s  a c t  

a l l eged  t o  have been erroneously paid  u n t i l  a claim f o r  refund 

has been f i l e d  w i t h  the  [ t a x  c o m i s s i o n e r ]  a s  provided i n  



s e c t i o n  82 and t h e  [ t a x  c o m i s s i o n e r ]  has denied t h e  refund 

o r  has f i l e d  t o  mail a  n o t i c e  of a c t i o n  on t h e  c la im w i t h i n  

s i x  months a f t e r  t h e  c la im was f i l e d .  

Sec t ion  91. L imi ta t ion  on S u i t  f o r  Refund. The a c t i o n  

author ized i n  s e c t i o n  90 s h a l l  be f i l e d  w i t h i n  t h r e e  yea r s  from 

the  l a s t  d a t e  p resc r ibed  f o r  f i l i n g  the  r e t u r n  o r  w i t h i n  one yea r  

from the  d a t e  t h e  t ax  was pa id ,  o r  w i t h i n  90 days a f t e r  t h e  

d e n i a l  of a  claim f o r  refund by the  [ t a x  commissioner] o r  w i t h i n  

90 days a f t e r  the  refund c la im has been deemed t o  be disallowed 

because of  the  f a i l u r e  of the  [ t a x  commissioner] t o  m a i l  a 

n o t i c e  of a c t i o n  w i t h i n  s i x  months a f t e r  t h e  c la im was f i l e d  

whichever pe r iod  exp i res  t h e  l a t e r .  

Sec t ion  92. Judgement f o r  Taxpayer. I n  any a c t i o n  f o r  a  

refund,  t h e  cour t  may render judgment f o r  t h e  taxpayer f o r  any 

p a r t  of the  t a x ,  i n t e r e s t  p e n a l t i e s  o r  o t h e r  amounts found t o  

be erroneously paid ,  together  wi th  i n t e r e s t  on the  amount o f  

the  overpayment. The amount of any judgment a g a i n s t  the  [ t a x  

commissioner] s h a l l  f i r s t  be c r e d i t e d  a g a i n s t  any t axes ,  i n t e r e s t ,  

p e n a l t i e s  o r  o t h e r  amounts due from t h e  taxpayer under t h e  t a x  

laws of  t h i s  s t a t e  and t h e  remainder refunded by t h e  [ s t a t e  

t r e a s u r e r ] .  

P a r t  V - Miscellaneous Enforcement P rov i s ions  

Sect ion 93. Timely Mailing. I f  any claim, s ta tement ,  n o t i c e ,  

p e t i t i o n ,  o r  o t h e r  document including,  t o  the  ex ten t  author ized 

by the  [ t a x  commissioner] a  r e t u r n  o r  d e c l a r a t i o n  of  es t imated 

t ax ,  required t o  be f i l e d  w i t h i n  a  p resc r ibed  pe r iod  o r  on o r  

before  a  prescr ibed d a t e  under the  a u t h o r i t y  of any p rov i s ion  

of t h i s  a c t  i s ,  a > f t e r  such per iod of such da te ,  de l ive red  by 

United S t a t e s  mail t o  the  [ t a x  commissioner], o r  the  o f f i c e r  o r  

person t h e r e i n  wi th  which o r  wi th  whom such document i s  r equ i red  

to  be  f i l e d ,  the  d a t e  of the  United S t a t e s  postmark stamped on 

the  envelope s h a l l  be deemed to  be t h e  d a t e  of d e l i v e r y .  This 

s e c t i o n  s h a l l  apply only i f  the postmark d a t e  f a l l s  wi th in  the  

prescr ibed period o r  on o r  before  the  prescr ibed d a t e  f o r  the  



f i l i n g  of such document, determined wi th  regard  t o  any ex- 

t ens ion  granted f o r  such f i l i n g ,  and only i f  such document 

was deposi ted  i n  the  mai l ,  postage prepaid ,  proper ly  addressed 

t o  t h e  [ t a x  commissioner], o f f i c e ,  o f f i c e r  o r  person t h e r e i n  

wi th  which o r  wi th  whom the  document i s  r equ i red  t o  be f i l e d .  

I f  any document i s  s e n t  by United S t a t e s  r e g i s t e r e d  mai l ,  such 

r e g i s t r a t i o n  s h a l l  b e  prima f a c i e  evidence t h a t  such document 

was de l ive red  t o  the  [ t a x  c o m i s s i o n e r ] ,  o r  t h e  o f f i c e ,  o f f i c e r  

o r  person t o  which o r  t o  whom i t  i s  addressed.  To t h e  ex ten t  t h a t  

the  [ t a x  commissioner] s h a l l  p r e s c r i b e  by regu la t ion ,  c e r t i f i e d  

mail may be used i n  l i e u  of r e g i s t e r e d  mail  under t h i s  s e c t i o n .  

This s e c t i o n  s h a l l  apply i n  the  case  of postmarks no t  made by 

t h e  United S t a t e s  Pos t  Of f i ce  only i f  and t o  the  e x t e n t  provided 

by regu la t ions  of the  [ t a x  commissioner]. When the  l a s t  day 

p resc r ibed  under the  a u t h o r i t y  of t h i s  a c t ,  inc luding any ex- 

t ens ion  of time, f o r  performing any a c t  f a l l s  on Saturday,  

Sunday, o r  a  l e g a l  holiday i n  t h i s  s t a t e ,  the  performance of  

such a c t  s h a l l  be considered t imely i f  i t  i s  performed on t h e  

next succeeding day which i s  not  a  Saturday,  Sunday o r  a  l e g a l  

holiday.  

Sec t ion  94. Co l lec t ion  Procedures.  (a) General. The t ax  

imposed by t h i s  a c t  s h a l l  be c o l l e c t e d  by t h e  [ t a x  commissioner], 

and he may e s t a b l i s h  the  mode o r  time f o r  t h e  c o l l e c t i o n  of any 

amount due under t h i s  a c t  i f  not  otherwise s p e c i f i e d .  The [ t a x  

commissioner] s h a l l ,  on reques t ,  g ive  a  r e c e i p t  f o r  any amount 

c o l l e c t e d  under t h i s  a c t .  The [ t a x  c o m i s s i o n e r ]  may au thor ize  

incorporated banks o r  t r u s t  companies which a r e  d e p o s i t a r i e s  o r  

f i s c a l  agents  of t h i s  s t a t e  t o  r ece ive  and g ive  a  r e c e i p t  f o r  

any tax imposed under t h i s  a c t ,  i n  such manner, a t  such t imes,  

and under such condi t ions  a s  he may p resc r ibe ;  and t h e  [ t a x  

commissioner] s h a l l  p r e s c r i b e  the  manner, times and cond i t ions  

under which the  r e c e i p t  of t a x  by such banks and t r u s t  companies 

i s  t o  be t r e a t e d  a s  payment of t ax  t o  the  [ t a x  c o m i s s i o n e r ]  . 
(b) Notice and Demand. The [ t a x  c o m i s s i o n e r ]  s h a l l  a s  soon 

a s  p r a c t i c a b l e  g ive  n o t i c e  t o  each person l i a b l e  f o r  any amount 



of tax, addition to tax, additional amount, penalty or interest, 

which has been assessed but remains unpaid, stating the amount 

and demanding within 10 days of the date of the notice and 

demand payment thereof. Such notice shall be left at the 

dwelling place or usual place of business of such person or 

shall be sent by mail to such person's last known address. 

Except where the [tax commissioner] determines that collection 

would be jeopardized by delay, if any tax is assessed prior to 

the last date, including any date fixed by extension, prescribed 

for payment of such tax, payment of such tax shall not be 

demanded until after such date. 

(c) Cross-Reference: For requirements of payment without 

assessment, notice or demand of amount shown to be due on 

return, see section 51. 

Section 95. Issuance of Warrant. If any person liable to 

pay any tax, addition to tax, penalty, or interest imposed 

under this act neglects or refuses to pay the same within ten 

days after notice and demand, the [tax commissioner] may issue 

a warrant directed to the [sheriff] of any county of this state 

or to his own representative cornanding him to levy upon and 

sell such person's real and personal property for the payment 

of the amount assessed, with the cost of executing the warrant, 

and to return such warrant to the [tax commissioner] and to 

pay him the money collected by virtue thereof within 60 days 

after receipt of the warrant. If the [tax commissioner] finds 

that collection of the tax is in jeopardy, notice and demand 

for immediate payment of such tax may be made by the [tax 

commissioner] and upon failure or refusal to pay such tax the 

[tax comissioner] may issue a warrant without regard to the 

ten-day waiting period provided in this section. 

Section 96. Lien of Tax. If any tax imposed by this act 

is not paid when due, the [tax commissioner] may file in the 

office of any [county recorder] a certificate specifying the 

amount of the tax, addition to tax, penalty and interest due, 

the name and last known address of the taxpayer liable for the 



amount and the  f a c t  t h a t  t h e  [ t a x  commissioner] has complied 

w i t h  a l l  the  provis ions  of t h i s  a c t  i n  the  assessment of the  

tax .  From the  time of  the  f i l i n g ,  the  amount s e t  f o r t h  i n  the  

c e r t i f i c a t e  c o n s t i t u t e s  a  l i e n  upon a l l  proper ty  of the  tax-  

payer i n  the  county then owned by him o r  t h e r e a f t e r  acquired 

by him i n  the  per iod be fo re  the  e x p i r a t i o n  of t h e  l i e n .  The 

l i e n  provided he re in  has t h e  same f o r c e ,  e f f e c t  and p r i o r i t y  

a s  a  judgment l i e n  and cont inues  f o r  ten  yea r s  from the  d a t e  

of  recording unless  sooner r e leased  o r  o therwise  discharged.  

Sec t ion  97. Extension; Release of  Lien.  Within ten  yea r s  

from t h e  d a t e  of  the  recording o r  w i t h i n  t en  yea r s  from t h e  

d a t e  of the  l a s t  extension of the  l i e n  i n  the  manner provided 

h e r e i n ,  the  l i e n  may be extended by recording i n  t h e  o f f i c e  

of the  [county recorder]  of any county, a  new c e r t i f i c a t e .  The 

[ t a x  commissioner] may, a t  any t ime, r e l e a s e  a l l  o r  any p o r t i o n  

of the  proper ty  s u b j e c t  t o  any l i e n  provided f o r  i n  t h i s  a c t  o r  

subordinate  t h e  l i e n  t o  o t h e r  l i e n s  i f  he determines t h a t  t h e  

taxes  a r e  s u f f i c i e n t l y  secured by a  l i e n  on o t h e r  proper ty  of 

the  taxpayer o r  t h a t  the  r e l e a s e  o r  subordinat ion of the  l i e n  

w i l l  not  endanger o r  jeopardize  the  c o l l e c t i o n  of the  taxes .  

Sec t ion  98. Taxpayer Not a  Resident.  When n o t i c e  and 

demand f o r  the payment of a  t a x  i s  given t o  a  nonres ident  and 

i t  appears t o  the  [ t a x  commissioner] t h a t  i t  i s  not  p r a c t i c a b l e  

t o  l o c a t e  proper ty  of t h e  taxpayer s u f f i c i e n t  i n  amount t o  

cover the  amount of  t ax  due, he s h a l l  send a copy of the  

c e r t i f i c a t e  provided f o r  i n  s e c t i o n  96 to  the  taxpayer a t  h i s  

l a s t  known address toge the r  wi th  a  n o t i c e  t h a t  such c e r t i f i c a t e  

has been f i l e d  wi th  t h e  [county recorder ] .  Therea f t e r ,  the  

[ t a x  commissioner] may au thor ize  the  i n s t i t u t i o n  of any a c t i o n  

o r  proceeding t o  c o l l e c t  o r  enforce  such claim i n  any p lace  

and by any procedure t h a t  a  c i v i l  judgment of a  cour t  of  record 

of t h i s  s t a t e  could be c o l l e c t e d  o r  enforced.  The [ t a x  com- 

missioner]  may a l s o  i n  h i s  d i s c r e t i o n ,  des ignate  agents  o r  

r e t a i n  counsel o u t s i d e  t h i s  s t a t e  f o r  the  purpose of c o l l e c t i n g  

o u t s i d e  t h i s  s t a t e  any taxes due under t h i s  a c t  from taxpayers 



who a r e  not  r e s i d e n t s  of t h i s  s t a t e ;  and he may f i x  t h e  com- 

pensa t ion  of  such agents  and counsel t o  be paid  ou t  of  money 

appropr ia ted  o r  o therwise  lawful ly  a v a i l a b l e  f o r  payment the re -  

of  and he may r e q u i r e  of them bonds o r  o t h e r  s e c u r i t y  f o r  t h e  

f a i t h f u l  performance of t h e i r  d u t i e s .  The [ t a x  commissioner] 

i s  author ized t o  e n t e r  i n t o  agreements wi th  the  t a x  departments 

of o t h e r  s t a t e s  and t h e  D i s t r i c t  of Columbia f o r  the  c o l l e c t i o n  

of taxes  from persons found i n  t h i s  s t a t e  who a r e  del inquent  

i n  the  payment of income taxes  imposed by those  s t a t e s  o r  t h e  

D i s t r i c t  of Columbia on cond i t ion  t h a t  t h e  agreeing s t a t e s  and 

t h e  D i s t r i c t  of Columbia a f f o r d  s i m i l a r  a s s i s t a n c e  i n  t h e  

c o l l e c t i o n  of taxes  from persons found i n  those  j u r i s d i c t i o n s  

who a r e  del inquent  i n  t h e  payment of taxes imposed under t h i s  

a c t .  

Sec t ion  99. Action f o r  Recovery of  Taxes. The [ t ax  com- 

missioner]  w i t h i n  s i x  yea r s  a f t e r  t h e  assessment of any t a x  may 

b r i n g  an a c t i o n  i n  any c o u r t  of  competent j u r i s d i c t i o n  w i t h i n  

o r  wi thout  t h i s  s t a t e  i n  t h e  name of t h e  people of t h i s  s t a t e  

t o  recover the  amount of any t axes ,  a d d i t i o n s  t o  t a x ,  p e n a l t i e s  

and i n t e r e s t  due and unpaid under t h i s  a c t .  I n  such a c t i o n ,  t h e  

c e r t i f i c a t e  of the  [ t a x  commissioner] showing the  amount of t h e  

delinquency s h a l l  be prima f a c i e  evidence of the  levy of  the  tax, 

of the  delinquency, and of  the  compliance by the  [ t a x  commissioner] 

w i t h  a l l  t h e  p rov i s ions  of t h i s  a c t  i n  r e l a t i o n  t o  t h e  assessment 

of  the  tax.  

Sec t ion  100. Income Tax Claims of Other S t a t e s .  The c o u r t s  

of  t h i s  s t a t e  s h a l l  recognize and enforce  l i a b i l i t i e s  f o r  

personal  income taxes  lawful ly  imposed by any o t h e r  s t a t e  which 

extends a  l i k e  comity t o  t h i s  s t a t e ,  and the  duly au thor ized  

o f f i c e r  of  any such s t a t e  may sue  f o r  the  c o l l e c t i o n  of  such a  

t a x  i n  t h e  c o u r t s  of t h i s  s t a t e .  A c e r t i f i c a t e  by the  sec re -  

t a r y  o f  s t a t e  of  such o t h e r  s t a t e  t h a t  an  o f f i c e r  suing f o r  t h e  

c o l l e c t i o n  of such a t a x  i s  duly author ized t o  c o l l e c t  t h e  t a x  

s h a l l  be conclus ive  proof of such a u t h o r i t y .  For t h e  purposes 

of  t h i s  s e c t i o n ,  t h e  word "taxes" s h a l l  inc lude a d d i t i o n s  t o  t a x  

g r i t e r e s t  and p e n a l t i e s ,  and l i a b i l i t y  f o r  such t axes ,  a d d i t i o n s  



t o  t a x ) ,  i n t e r e s t  and p e n a l t i e s  s h a l l  be recognized  and enforced  

by t h e  c o u r t s  of t h i s  s t a t e  t o  t h e  same e x t e n t  t h a t  t h e  laws of 

such o t h e r  s t a t e  permi t  t h e  enforcement  i n  i t s  c o u r t s  of l i a b i l i t y  

f o r  such t a x e s ,  a d d i t i o n s  t o  t a x ,  i n t e r e s t  and p e n a l t i e s  due t h i s  

s t a t e  under t h i s  a c t .  

S e c t i o n  101.  Order t o  Compel Compliance. (a) F a i l u r e  t o  

F i l e  Tax Return .  I f  any person  w i l l f u l l y  r e f u s e s  t o  f i l e  an 

income t a x  r e t u r n  r equ i r ed  by t h i s  a c t ,  t h e  [ t a x  commissioner] 

may apply  t o  a  judge of t h e  [ c o u r t  o f  a p p r o p r i a t e  j u r i s d i c t i o n ]  

f o r  t h e  county i n  which t h e  taxpayer  (or o t h e r  person  r e q u i r e d  

t o  f i l e  an income t a x  r e t u r n )  r e s i d e s ,  f o r  an o rde r  d i r e c t i n g  

such person  t o  f i l e  t h e  r e q u i r e d  r e t u r n .  I f  a  person f a i l s  

o r  r e f u s e s  t o  obey such o r d e r ,  he s h a l l  be g u i l t y  of comtempt 

of c o u r t .  

(b) F a i l u r e  t o  Fu rn i sh  Records o r  Testimony. I f  any pe r son  

w i l l f u l l y  r e f u s e s  t o  make a v a i l a b l e  any books, pape r s ,  r e c o r d s  

o r  memoranda f o r  examinat ion by the  [ t a x  commissioner] o r  h i s  

r e p r e s e n t a t i v e  o r  w i l l f u l l y  r e f u s e s  t o  a t t e n d  and t e s t i f y ,  

pu r suan t  t o  t h e  powers con fe r r ed  on t h e  [ t a x  commissioner]  by 

s e c t i o n  110(c)  of t h i s  a c t ,  t h e  [ t a x  commissioner] may app ly  t o  

a  judge i n  t h e  [ c o u r t  of a p p r o p r i a t e  j u r i s d i c t i o n ]  f o r  t h e  

county where such  person  r e s i d e s ,  f o r  an o r d e r  d i r e c t i n g  t h a t  

person  t o  comply wi th  t h e  [ t a x  c o m i s s i o n e r  ' s ]  r e q u e s t  f o r  

books,  pape r s ,  r e c o r d s  o r  memoranda o r  f o r  h i s  a t t endance  and 

tes t imony.  I f  t h e  books,  pape r s ,  r e c o r d s  o r  memoranda r e -  

qu i r ed  by t h e  [ t a x  c o r ~ n i s s i o n e r ]  a r e  i n  t h e  cus tody  of a  

c o r p o r a t i o n ,  t h e  o r d e r  of t h e  c o u r t  may be d i r e c t e d  t o  any 

p r i n c i p a l  o f f i c e r  of such c o r p o r a t i o n .  I f  a  person f a i l s  

o r  r e f u s e s  t o  obey such o r d e r ,  he s h a l l  be g u i l t y  of contempt 

of c o u r t .  

S e c t i o n  102. T r a n s f e r e e s .  (a )  Genera l .  The l i a b i l i t y ,  a t  

law o r  i n  e q u i t y ,  of a  t r a n s f e r e e  of p rope r ty  of a  taxpayer  

f o r  any $&x, a d d i t i o n  t o  t a x ,  p e n a l t y  o r  i n t e r e s t  due t h e  [ t a x  

commissioner] undpr t h i s  a c t ,  s h a l l  be a s s e s s e d ,  pa id  and 

c o l l e c t e d  i n  t h e  same manner and s u b j e c t  t o  t h e  same p r o v i s i o n s  



and limitations as in the case of the tax to which the liability 

relates except as hereinafter provided in this section. The 

term transferee includes donee, heir, legatee, devisee, and 

distributee. 

(b) Period of Limitation. In the case of the liability of 

an initial transferee, the period of limitation for assessment 

of any liability is within one year after the expiration of 

period of limitation against the transferor; in the case of the 

liability of a transferee of a transferee, within one year after 

the expiration of the period of limitation against the preceding 

transferee, but not more than three years after the expiration 

of the period of limitation for assessment against the original 

transferor; except that if before the expiration of the period 

of limitation for the assessment of the liability of the trans- 

feree, a proceeding for the collection of the liability has been 

begun against the initial transferor or the last preceding trans- 

feree, respectively, then the period of limitation for assessment 

of the liability of the transferee shall expire one year after 

the proceeding is terminated. 

(c) Extension by Agreement. If before the expiration of the 

time provided in this section for the assessment of the liability 

the [tax commissioner] and the transferee have both consented in 

writing to its assessment after such time, the liability may be 

assessed at any time prior to the expiration of the period agreed 

upon or an extension thereof. For the purpose of determining the 

period of limitation on credit or refund to the transferee of over 

payments of tax made by such transferee of overpayments of tax 

made by the transferor of which the transferee is legally en- 

titled to credit or refund, such agreement and any extension 

thereof shall be deemed an agreement or extension referred to in 

subsection (c) of section 80. If the agreement is executed after 
the expiration of the period of limitation for assessment against 

the taxpayer with reference to whom the liability of such trans- 

feree arises, then in applying the limitations under subsection 

(b) of section 80 on the amount of the credit or refund, the 

periods specified in subsection (a) of section 80 shall be 

increased by the period from the date of such expiration to 



the date of the agreement. 

(d) Transferor Deceased. If any person is deceased, the 

period of limitation for assessment against such person shall 

be the period that would be in effect had death not occurred. 

Section 103. Jeopardy Assessments. (a) Filing and Notice. 

If the [tax commissioner] finds that the assessment or the 

collection of a tax or a deficiency for any year, current or 

past, will be jeopardized in whole or in part by delay, he 

may mail or issue notice of his finding to the taxpayer, to- 

gether with a demand for immediate payment of the tax or the 

deficiency declared to be in jeopardy, including additions to 

tax, interest and penalties. 

(b) Termination of Taxable Year. In the case of a tax 

for a current period, the [tax commissioner] shall declare the 

taxable period of the taxpayer immediately terminated and his 

notice and demand for a return and immediate payment of the tax 

shall relate to the period declared terminated, including therein 

income accrued and deductions incurred up to the date of termi- 

nation if not otherwise properly includible or deductible in 

respect of the period. 

(c) Collection. A jeopardy assessment is immediately due 

and payable, and proceedings for collection may be commenced at 

once. The taxpayer, however, may stay collection and prevent 

the jeopardy assessment from becoming final by filing, within 

ten days after the date of mailing or issuing the notice of 

jeopardy assessment, a request for reassessment, accompained 

by a bond or other security in the amount of the assessment 

including additions to tax, penalties, and interest as to 

which the stay of collection is sought. If a request for 

reassessment, accompained by a bond or other security on the 

appropriate amount, is not filed within the ten-day period, 

the assessment becomes final. 

(d) Proceeding on Reassessment. If a request for re- 

assessment accompained by a bond or other security, is filed 

within the ten-day period, the [tax commissioner] shall re- 

consider the assessment and, if the taxpayer has so requested 



in his petition, the [tax commissioner] shall grant him or his 

authorized representatives an oral hearing. The [tax corn- 

missioner 's] action on the request for reassessment becomes 

final upon the expiration of thirty days from the date when 

he mails notice of his action to the taxpayer, unless within 

that thirty-day period, the taxpayer files an application to 

seek judicial review of the [tax commissioner's] determination. 

(e) Presumptive Evidence of Jeopardy. In any proceeding 

brought to enforce payment of taxes made due and payable by 

this section, the finding of the [tax commissioner] under sub- 

section (a) of this section is for all purposes presumptive 

evidence that the assessment or collection of the taxor de- 

ficiency was in jeopardy. 

(f) Abatement if Jeopardy Does Not Exist. The [tax com- 

missioner] may abate the jeopardy assessment if he finds that 

jeopardy does not exist. 

Section 104. Bankruptcy or Receivership. (a) Immediate 

Assessment. Upon the adjudication of bankruptcy of any tax- 

payer in any bankruptcy proceeding or the appointment of a 

receiver for any taxpayer in any receivership proceeding before 

any court of the United States or any state or territory or of 

the District of Columbia, any deficiency (together with ad- 

ditions to tax and interest provided by law) determined by the 

[tax commissioner] may be immediately assessed. 

(b) Adjudication of Claims. Claims for the deficiency and 

such additions to tax and interest may be presented, for ad- 

judication in accordance with law, to the court before which 

the bankruptcy or receivership proceeding is pending, despite 

the pendency of a protest before the [tax commissioner] under 

section 64. No protest against a proposed assessment shall be 

filed with the [tax commissioner] after the adjudication of 

bankruptcy or appointment of the receiver. 

(c) Cross Reference: For the requirement of notice to the 

[tax commissioner] of the qualification of a trustee in 

bankruptcy, receiver, assignee for the benefit of creditors, or 

other like judiciary, see section 47. 



P a r t  V I  - Criminal Offenses 

Sec t ion  105. Attempt t o  Evade o r  Defeat Tax. Any person 

who w i l l f u l l y  a t tempts  i n  any manner t o  evade o r  d e f e a t  any 

t a x  imposed by t h i s  a c t  o r  the  payment thereof s h a l l ,  i n  ad- 

d i t i o n  t o  o t h e r  p e n a l t i e s  provided by law, be g u i l t y  of a  

fe lony and, upon convic t ion t h e r e o f ,  s h a l l  be f i n e d  not  more - 

than $[5 ,000] ,  o r  imprisoned not more than 151 yea rs ,  o r  both ,  

toge the r  wi th  the  c o s t s  of  prosecut ion.  

Sec t ion  106. F a i l u r e  t o  Col lec t  o r  Pay Over. Any person 

requ i red  under t h i s  a c t  t o  c o l l e c t ,  t r u t h f u l l y  account f o r ,  

and pay over any t a x  imposed by t h i s  a c t  who w i l l f u l l y  f a i l s  

t o  c o l l e c t  o r  t r u t h f u l l y  account f o r  and pay over such t ax  

s h a l l ,  i n  a d d i t i o n  t o  o t h e r  p e n a l t i e s  provided by law, be  

g u i l t y  of a  fe lony and, upon convic t ion the reof ,  s h a l l  be 

f i n e d  not  more than $[5,000],  o r  imprisoned not  more than [5] 

y e a r s ,  o r  both,  toge the r  wi th  the  c o s t s  of  prosecut ion.  

Sec t ion  107. F a i l u r e  t o  F i l e  Return,  Supply Information,  

Pay Tax. Any person requ i red  under t h i s  a c t  t o  pay any t a x  o r  

es t imated t a x ,  o r  r equ i red  by t h i s  a c t  o r  r e g u l a t i o n  p resc r ibed  

thereunder t o  make a  r e t u r n  (o ther  than a  r e t u r n  of es t imated 

t a x ) ,  keep any records ,  o r  supply any information,  who w i l l -  

f u l l y  f a i l s  t o  pay such t a x  o r  est imated t a x ,  make such r e t u r n ,  

keep such records ,  o r  supply such information,  a t  the  t ime o r  

times requ i red  by law o r  r e g u l a t i o n s ,  s h a l l ,  i n  a d d i t i o n  t o  

o t h e r  p e n a l t i e s  provided by law, be g u i l t y  of  a  misdemeanor 

and, upon convic t ion the reof ,  s h a l l  be f ined  not  more than 

$ [5,000],  o r  imprisoned not  more than [one] y e a r ,  o r  both ,  

toge the r  wi th  the  c o s t s  of prosecut ion.  

Sec t ion  108. F a l s e  Statements.  Any person who w i l l f u l l y  

makes and subscr ibes  any r e t u r n ,  statement o r  o t h e r  document, 

which conta ins  o r  i s  v e r i f i e d  by a  w r i t t e n  d e c l a r a t i o n  t h a t  i t  

i s  made under the  p e n a l t i e s  of pe r ju ry ,  and which he does not  

b e l i e v e  t o  be t r u e  and c o r r e c t  a s  t o  every mate r i a l  ma t t e r ;  o r  

w i l l f u l l y  a i d s  o r  procures the p repara t ion  o r  p r e s e n t a t i o n  i n  



a  mat te r  a r i s i n g  under t h e  p rov i s ions  of t h i s  a c t  of a  r e t u r n ,  

a f f i d a v i t ,  c la im o r  o t h e r  document which i s  f r audu len t  o r  i s  

f a l s e  a s  t o  any m a t e r i a l  ma t t e r  s h a l l  be  g u i l t y  of a  fe lony 

and, upon conv ic t ion  t h e r e o f ,  s h a l l  be f i n e d  n o t  more than 

$ [5,000] , o r  imprisoned no t  more than [ 3 ]  y e a r s ,  o r  both ,  

toge the r  wi th  the  c o s t s  of prosecut ion.  

Sec t ion  109. L imi ta t ions .  Any prosecut ion under t h i s  a c t  

s h a l l  be i n s t i t u t e d  w i t h i n  t h r e e  yea r s  a f t e r  t h e  commission 

of the  o f f e n s e ,  provided t h a t  i f  such o f fense  i s  the  f a i l u r e  

t o  do an a c t  r equ i red  by o r  under the  p rov i s ions  of t h i s  

a c t  t o  be done before  a  c e r t a i n  d a t e ,  a  prosecut ion f o r  such 

o f f e n s e  may be  commenced not  l a t e r  than [3] years  a f t e r  such 

da te .  The f a i l u r e  t o  do any a c t  r equ i red  by o r  under the  

p rov i s ions  of t h i s  a c t  s h a l l  be deemed an a c t  committed i n  

p a r t  a t  the  p r i n c i p a l  o f f i c e  of t h e  [ t a x  commissioner]. Any 

prosecut ion under t h i s  a c t  may be conducted i n  any county 

where t h e  person o r  corporat ion t o  whose l i a b i l i t y  t h e  proceeding 

r e l a t e s  r e s i d e s ,  o r  has  a  p lace  of business  o r  i n  any county 

i n  which such crime i s  committed. The a t t o r n e y  genera l  s h a l l  

have concurrent  j u r i s d i c t i o n  w i t h  t h e  [ d i s t r i c t ]  a t t o r n e y  i n  

t h e  prosecut ion of  any o f fenses  under t h i s  a c t .  

P a r t  VII - Powers of [Tax Commissioner] 

Sec t ion  110. (a) General. The [ t a x  commissioner] s h a l l  

adminis ter  and enforce  t h e  t a x  imposed by t h i s  a c t  and he i s  

au thor ized  t o  make such r u l e s  and r e g u l a t i o n s  and t o  r e q u i r e  

such f a c t s  and informat ion t o  be  repor ted ,  a s  he may deem 

necessary t o  enforce  t h e  p rov i s ions  of t h i s  a c t .  The [ t a x  

commissioner] may f o r  enforcement and a d m i n i s t r a t i v e  purposes 

d i v i d e  the  s t a t e  i n t o  a  reasonable  number of d i s t r i c t s  i n  

which branch o f f i c e s  may be maintained.  

(b) Returns and Forms. The [ t a x  commissioner] may p r e s c r i b e  

the  form and con ten t s  of any r e t u r n  o r  o t h e r  document r equ i red  

t o  be f i l e d  under the  provis ions  of t h i s  a c t .  

(c) Examination of Books and Witnesses.  The [ t a x  com- 

miss ioner]  f o r  the  purpose of a s c e r t a i n i n g  the c o r r e c t n e s s  of 



any r e t u r n ,  o r  f o r  the  purpose of  making an es t ima te  of  taxable  

income of  any person,  s h a l l  have power to  examine o r  t o  cause 

t o  have examined, by any agent o r  r e p r e s e n t a t i v e  des ignated 

by him f o r  t h a t  purpose, any books, papers ,  records  o r  memo- 

randa bear ing upon the  mat te r s  r equ i red  t o  be included i n  the  

r e t u r n ,  and may r e q u i r e  t h e  a t tendance of the  person rendering 

the  r e t u r n  o r  any o f f i c e r  o r  employee of such person,  o r  the  

a t tendance of any o t h e r  person having knowledge i n  the  premises,  

and may t ake  testimony and r e q u i r e  proof m a t e r i a l  f o r  h i s  

informat ion,  wi th  power t o  adminis ter  oa ths  t o  such person o r  

persons.  

(d) Secrecy of Returns and Information.  Except i n  ac-  

cordance wi th  proper j u d i c i a l  o rde r  o r  a s  o therwise  provided 

by law, i t  s h a l l  be unlawful f o r  the  [ t a x  commissioner] o r  

any o f f i c e r  o r  employee of the  [ t a x  department], any person 

engaged o r  r e t a i n e d  by such [department] on an independent 

c o n t r a c t  b a s i s ,  o r  any person who, pursuant t o  t h i s  s e c t i o n ,  

i s  permit ted  t o  inspec t  any r e p o r t  o r  r e t u r n  o r  t o  whom a 

copy, an a b s t r a c t  o r  a p o r t i o n  of any r e p o r t  o r  r e t u r n  i s  

fu rn i shed ,  t o  d ivulge  o r  make known i n  any manner the  amount 

of  income o r  any p a r t i c u l a r s  s e t  f o r t h  o r  d i sc losed  i n  any 

r e p o r t  o r  r e t u r n  required under t h i s  a c t ,  The o f f i c e r s  

charged wi th  the  custody of such r e p o r t s  and r e t u r n s  s h a l l  no t  

be required t o  produce any of them o r  evidence of anything 

conta ined i n  them i n  any a c t i o n  o r  proceeding i n  any c o u r t ,  

except on behalf  of t h e  [ t a x  commissioner] i n  an  a c t i o n  o r  

proceeding under t h e  provis ions  of t h e  t a x  law t o  which he 

i s  a p a r t y ,  o r  on behalf  of any pa r ty  t o  any a c t i o n  o r  pro- 

ceeding under t h e  provis ions  of t h i s  a c t  when t h e  r e p o r t s  o r  

f a c t s  shown thereby a r e  d i r e c t l y  involved i n  such a c t i o n  o r  

proceeding,  i n  e i t h e r  of which events t h e  cour t  may r e q u i r e  

t h e  production o f ,  and may admit i n  evidence, so much of  s a i d  

r e p o r t s  o r  of t h e  f a c t s  shown thereby,  a s  a r e  p e r t i n e n t  t o  

the  a c t i o n  o r  proceeding and no more. Nothing he re in  

s h a l l  be construed t o  p r o h i b i t  the d e l i v e r y  t o  a taxpayer 



o r  h i s  duly author ized r e p r e s e n t a t i v e  of a  c e r t i f i e d  copy 

of any r e t u r n  o r  r e p o r t  f i l e d  i n  connection wi th  h i s  t ax  o r  t o  

p r o h i b i t  t h e  pub l ica t ion  of s t a t i s t i c s  so c l a s s i f i e d  a s  t o  pre-  

ven t  t h e  i d e n t i f i c a t i o n  of p a r t i c u l a r  r e p o r t s  o r  r e t u r n s  and 

the  items the reof ,  o r  t h e  inspec t ion  by the  a t to rney  general  

o r  o t h e r  l e g a l  r epresen ta t ives  of the  s t a t e  of the  r e p o r t  o r  

r e t u r n  of any taxpayer who s h a l l  br ing an a c t i o n  t o  review t h e  

tax based thereon, o r  aga ins t  whom an a c t i o n  o r  proceeding f o r  

c o l l e c t i o n  of tax has been i n s t i t u t e d .  Any person who v i o l a t e s  

t h e  provis ions  of t h i s  subsect ion s h a l l  be g u i l t y  of a  misde- 

meanor and, upon convict ion the reof ,  s h a l l  be f ined  no t  more 

than $[1,000] o r  imprhoned not  more than [one] year ,  o r  both,  

i n  t h e  d i s c r e t i o n  of the  cour t ,  together  wi th  c o s t s  of pro- 

secut ion.  I f  the  offender  is  an o f f i c e r  o r  employee of t h e  

s t a t e ,  he s h a l l  be dismissed from o f f i c e  and be i n e l i g i b l e  t o  

hold any publ ic  o f f i c e  i n  t h i s  s t a t e  f o r  a per iod of [5] years  

t h e r e a f t e r .  

(e) Reports and Returns Preserved.  Reports and r e t u r n s  

required t o  be f i l e d  under t h i s  a c t  s h a l l  be preserved f o r  

[3] years  and t h e r e a f t e r  u n t i l  the  [ t a x  commissioner] o rders  

them t o  be destroyed. 

(f)  Cooperation wi th  t h e  United S t a t e s  and Other S t a t e s .  

Notwithstanding the  provis ions  of subsect ion (d) , the  [ t a x  

commissioner] may permit the  s e c r e t a r y  of t h e  t r easury  of t h e  

United S t a t e s  o r  h i s  de lega tes ,  o r  the proper o f f i c e r  of any 

s t a t e  imposing an income tax upon t h e  incomes o f  ind iv idua l s ,  o r  

t h e  author ized r e p r e s e n t a t i v e  of e i t h e r  such o f f i c e r ,  t o  inspec t  

t h e  income tax r e t u r n s  of any ind iv idua l s ,  o r  may f u r n i s h  t o  such 

o f f i c e r  o r  h i s  authoxized r e p r e s e n t a t i v e  an a b s t r a c t  n f t h e  r e t u r n  

of income of any ind iv idua l  o r  supply him wi th  information con- 

cerning an i tem of income contained i n  any re tu rn ,  o r  d i sc losed  

by the  r e p o r t  of any i n v e s t i g a t i o n  of the  income o r  r e t u r n  of 

income of any ind iv idua l ,  but such permission s h a l l  be granted 

only i f  t h e  s t a t u t e s  of the  United S t a t e s  o r  of such o t h e r  

s t a t e ,  a s  t h e  case  may be, g ran t  s u b s t a n t i a l l y  s i m i l a r  p r i v i l e g e s  



to  the  [ t a x  commissioner] of t h i s  s t a t e  a s  t h e  o f f i c e r  charged 

wi th  t h e  admin i s t ra t ion  of the  t ax  imposed by t h i s  a c t .  

(g) Cooperation With Other Tax O f f i c i a l s  of This S t a t e .  

The [ t a x  c o m i s s i o n e r ]  may permit o t h e r  t a x  o f f i c i a l s  of t h i s  

s t a t e  t o  inspect  the  t ax  r e t u r n s  and r e p o r t s  f i l e d  under t h i s  

a c t  but  such inspec t ion  s h a l l  be permitted only  f o r  purposes 

of enforc ing a  t a x  law and only t o  the  ex ten t  and under the 

condi t ions  prescr ibed by the  regu la t ions  of t h e  [ t a x  com- 

miss ioner ] .  

Sec t ion  111. Closing Agreements. (a) JTax Commissioner] 

Authorized. The [ t a x  commissioner], o r  any person author ized 

i n  w r i t i n g  by him, i s  author ized t o  e n t e r  i n t o  an agreement 

wi th  any person r e l a t i n g  t o  the  l i a b i l i t y  of such person (or 

of t h e  person o r  e s t a t e  f o r  whom he a c t s )  i n  r e s p e c t  t o  t h e  

t a x  imposed by t h i s  a c t  f o r  any t axab le  period.  

(b) F i n a l i t y .  I f  such agreement i s  approved by the  [ s t a t e  

aud i to r ]  wi th in  such time a s  may be s t a t e d  i n  such agreement or  

l a t e r  agreed t o ,  such agreement s h a l l  be f i n a l  and conclus ive  

and, except upon a  showing of f raud o r  malfeasance, o r  mis- 

r ep resen ta t ion  of a  ma te r i a l  f a c t :  

(1) the  case  s h a l l  not be reopened a s  t o  mat te r s  

agreed upon o r  the  agreement modified by any o f f i c e r ,  employee 

o r  agent of t h i s  s t a t e ,  and 

(2) i n  any s u i t ,  a c t i o n  o r  proceeding under such 

agreement, o r  any determinat ion,  assessment,  c o l l e c t i o n ,  payment, 

abatement, refund,  o r  c r e d i t  made i n  accordance therewith ,  s h a l l  

no t  be annul led ,  modified,  s e t  a s i d e  o r  disregarded.  

Sec t ion  112. Governor May Contract  wi th  Secre tary  of the  
* 

Treasury f o r  Co l lec t ion  of  Tax. The governor o r  h i s  de lega te  

i s  author ized i n  h i s  d i s c r e t i o n  t o  e n t e r  i n t o  an agreement w i t h  

the  s e c r e t a r y  of t h e  t r easury  of the  United S t a t e s  o r  h i s  

de lega te ,  under which, t o  the  ex ten t  provided by the  terms of 

the  agreement, the  s e c r e t a r y  o r  h i s  de lega te  w i l l  adminis ter ,  

enforce  and c o l l e c t  such income tax  on behalf  of  the  s t a t e .  

The c o s t  of the  s e r v i c e s  performed by the  s e c r e t a r y  o r  h i s  



de lega te  i n  a c i m i n i ~ t e r i n g ~ e n f o r c i n g  o r  c o l l e c t i n g  an income 

t a x  under the  terms of such an agreement may be  pa id  from the  

appropr ia t ions  f o r  the  genera l  opera t ions  of t h e  [ t a x  depar t -  

ment]. 

Sec t ion  113. Governor May Contract  With Secre ta ry  of  Treas- 

ury f o r  Adminis t ra t ion of  Federal  Tax. The governor o r  h i s  

de lega te  is  au thor ized  i n  h i s  d i s c r e t i o n  t o  e n t e r  i n t o  an  

agreement w i t h  the  s e c r e t a r y  of the  t r e a s u r y  of  the  United 

S t a t e s  o r  h i s  d e l e g a t e  under which, to  t h e  e x t e n t  provided by 

t h e  terms of the  agreementsthe governor o r  h i s  d e l e g a t e  w i l l  

undertake t o  conduct on behalf  of t h e  United S t a t e s  any ad- 

m i n i s t r a t i v e ,  enforcement o r  c o l l e c t i o n  func t ion  i n  r e s p e c t  

t o  t h e  f e d e r a l  income tax on i n d i v i d u a l s .  Such agreement s h a l l  

make p rov i s ion  f o r  t h e  payment by t h e  United S t a t e s  of c o s t  of 

t h e  s e r v i c e s  performed on i t s  beha l f .  

Sec t ion  114. Armed Forces Re l i e f  Provis ions  (a) Time of 

Performance. The pe r iod  of s e r v i c e  i n  the  armed f o r c e s  of 

the  United S t a t e s  i n  combat zone p l u s  any pe r iod  of cont inu-  

ous h o s p i t a l i z a t i o n  o u t s i d e  t h i s  s t a t e  a t t r i b u t a b l e  t o  such 

s e r v i c e  p lus  t h e  next  180 days s h a l l  be  d isregarded i n  determi- 

ning,  under r e g u l a t i o n s  t o  be promulgated by t h e  [ t a x  com- 

miss ioner ] ,  whether any a c t  r equ i red  by t h i s  a c t  was performed 

by a  taxpayer o r  h i s  r e p r e s e n t a t i v e  w i t h i n  the  time p resc r ibed  

the re f  o r .  

(b) Death A t t r i b u t a b l e  t o  Serv ice  i n  Combat Zone. I n  the  

case  of  any ind iv idua l  who d i e s  during an induc t ion  pe r iod  . 
whi le  i n  a c t i v e  s e r v i c e  a s  a  member of  the  armed f o r c e s  of t h e  

United S t a t e s ,  i f  such death  occurred whi le  t h e  ind iv idua l  was 

se rv ing  i n  a  combat zone or a s  a  r e s u l t  of wounds, d i s e a s e ,  o r  

i n j u r y  incur red  whi le  so  se rv ing ,  t h e  tax imposed by t h i s  a c t  

s h a l l  no t  apply w i t h  r e s p e c t  t o  t h e  t axab le  year  i n  which f a l l s  

the  d a t e  of  h i s  death ,  o r  w i t h  r e s p e c t  t o  any p r i o r  t axab le  

yea r  ending on o r  a f t e r  t h e  f i r s t  day he so served i n  a combat 

zone. 

Sec t ion  115. E f f e c t i v e  Date. This a c t  s h a l l  t a k e  e f f e c t  

i m e d i a t e l y  and s h a l l  be  app l i cab le  w i t h  r e s p e c t  t o  i tems of 



income, deduction, loss or gain accruing in taxable years 

ending on or after [January 1, 19 ] but only to the extent 

such items have been earned, received, incurred or accrued on 

or after [January 1, 19 1. For the purpose of facilitating 

the administration of the tax imposed by this act during the 

transitional period, the [tax commissioner] shall provide by 

regulation for the filing of returns in respect to taxable 

periods of less than 12 calendar months ending after [January 1, 

19 ] and prior to [December 31, 19 1. 
Section 116. Separability. [Insert separability clause.] 

Section 117. Disposition of Revenues. [Insert appropriate 

language for disposition of revenues .I 
TITLE IX 

AUTHORIZATION FOR A COUNTY SUPPLEMENT 

TO THE STATE INCOME TAX 

Section 118. Title. This part may be cited as the "Uniform 

County Income Tax Law ." 
Section 119. Authorization. Any county, by action of its 

local governing board, may adopt by reference the provisions of 

the state income tax imposed by titles I through VIII, except 

that a county located in a Standard Metropolitan Statistical 

Area, designated as such by the U. S. Bureau of the Census in 

most recent census of population, may adopt an income tax only 

if the governing board of each county in that Standard Metropoli- 

tan Statistical Area within this state by mutual and unanimous 

agreement adopts the identical tax authorized by this act. 

Section 120. Certification and Withdrawal of the County 

Income Tax. Any county enacting an income tax in accordance 

with this act shall certify to the [tax commissioner] the date 

of adoption of the ordinance imposing an income tax, the rate 

of the tax, and the date when the enactment becomes effective. 

A county imposing an income tax in accordance with the provi- 

sions of this act may repeal its income tax only after first 



giving at least [I201 days notice of the contemplated repeal 

of its income tax to the [state tax department] and, in the 

case of counties within a Standard Metropolitan Statistical 

Area, to the governing boards of other participating counties. 

The withdrawal shall be effective from and after the first day 

of the next calendar year and in the absence of a mutual and 

unanimous agreement among all counties in the Standard Metropoli- 

tan Statistical Area the income tax imposed by each county shall 

be discontinued and repealed in all counties. Nothing in this 

section shall be construed or applied to prevent or interfere 

with the collection- of tax monies which were lawfully due and 

payable when the tax was effective and any money collected 

after the tax has been repealed and discontinued shall be ac- 

counted for and distributed as required in this act. 

Section 121. Rate of County Income Tax. In lieu of the 

rates applicable to taxable incomes set forth in section 1 of 

this act the income tax imposed by any county adopting by 

reference the state income tax shall not exceed [20] percent 

of the liability determined for state income tax purposes. 1 

Section 122. State Administration of the County Income Tax. 

The income tax imposed ucder the provisions of this act in any 

county shall be administered by the [state tax comissioner]. 

Revenues collected under county income taxes shall be accounted 

for separately and shall be paid into a separate fund to be 

distributed to the counties imposing such taxes after deducting 

an amount to cover the necessary and legitimate additional 

expenditures incurred by the [tax commissioner] in administering 

the county income taxes. The rules and regulations promulgated 

in accordance with the state income tax shall apply to the county 

income taxes except when, in the judgment of the [tax commissioner], 

such rules would be inconsistent or not feasible of proper adminis- 

tration. 

1. In order to prevent counties from experiencing revenue 
windfalls or losses as a result of changes in state income tax rates, 
legislatures may wish to consider authorizing the [tax commissioner] to 
proportionately increase or reduce the county income tax limitation. 



Section 123. Distribution of Collections Among Local 

Governments. All sums received and collected on behalf of a 

particular political subdivision pursuant to this act shall 

be credited to a special Local Income Tax Fund which is hereby 

established in the State Treasury, and after deducting the 

amount of refunds made, the amounts necessary to defray the 

cost of collecting tax, and the administrative expenses 

incident thereto, shall be paid within [lo] days after col- 

lection to the political subdivision entitled thereto. 

Section 124. Separability. [Insert separability clause.] 

Section 125. Effective Date. [Insert effective date.] 
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