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PREFACE 

This report deals with tax overlapping in a relatively minor 
qrea of taxation, The documentary taxes, which contribute some 
$300 million of the more than $130 billion in taxes collected by 
all governments, consist primarily of taxes on the issuance and 
transfer of corporate stocks and bonds, on real estate transfers, 
and on mortgages. 

This is a part of a continuing project the Advisory Commission 
on Intergovernmental Relations is conducting under its mandate to 
recommend methods of coordinating and simplifying tax laws and 
administrative practices in order to achieve a more orderly and less 
competitive fiscal relationship between the levels of government and 
reduce the burden of compliance for taxpayers, 

Information for this report was initially assembled by Mr. H. 
Clyde Reeves, Vice President of the University of Alabama, and Con- 
sultant to the Commission, The staff work was conducted by Jacob M, 
Jaffe. 

This report was adopted at a meeting of the Commission held on 
September 17, 1964, 

Frank Bane 
Chairman 



WORKING PROCEDURES OF THE COMMISSION 

This statement of the procedures followed by the Advisory 
Commission on Intergovernmental Relations is intended to assist the 
reader's consideration of this report. The Conanission, made up of 
busy public officials and private persons occupying positions of 
major responsibility, must deal with diverse and specialized subjects, 
It is important, therefore, in evaluating reports and recommendations 
of the Commission to know the processes of consultation, criticism, 
and review to which particular reports are subjected, 

The duty of the Advisory Comnission, under Public Law 86-380, is 
to give continuing attention to intergovernmental problems in Federal- 
State, Federal-local, and State-local, as well as interstate and 'inter- 
local relations, The   om mission's approach to this broad area of 
responsibility is to select specific, discrete intergovernmental 
problems for analysis and policy recolramendation. In some cases, matters 
proposed for study are introduced by individual members of the 
Commission; in other cases, public officials, professional organizations, 
or scholars propose projects. In still others, possible subjects are 
suggested by the staff, Frequently, two or more subjects compete for 
a single "slot" on the  omm mission's work program. In such instances 
selection is by majority vote. 

Once a subject is placed on the work program, a staff member is 
assigned to it, In limited instances the study is contracted for with 
an expert in the field or a research organization. The staff's job is 
to assemble and analyze the facts, identify the differing points of 
view involved, and develop a range of possible, frequently a1 ternative, 
policy considerations and recomnendations which the Commission might 
wish to consider, This is all developed and set forth in a preliminary 
draft report containing (a) historical and factual background, 
(b) analysis of the issues, and (c) alternative solutions. 

The preliminary draft is reviewed within the staff of the 
Commission and after revision is placed before an informal group of 
"critics" for searching review and criticism. In assembling these 
reviewers, care is taken to provide (a) expert knowledge and (b) a 
diversity of substantive and philosophical viewpoints, Additionally, 
representatives of the American Municipal Association, Council of 
State Governments, National Association of Counties, U, S. Conference 
of Mayors, U. S. Bureau of the Budget and any Federal agencies directly 
concerned with the subject matter participate, along with the other 
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"critics" in reviewing the draft, It should be emphasized that 
participation by an individual or organization in the review process 
does not imply in any way endorsement of the draft report. Criti- 
cisms and suggestions are presented; some may be adopted, others 
rejected by the Commission staff. 

The draft report is then revised by the staff in light of 
criticisms and comments received and transmitted to the members of 
the Commission at least two weeks in advance of the meeting at which 
it is to be considered. 

In its formal consideration of the draft report, the Co.mission 
registers any general opinion it may have as to further staff work 
or other considerations which it believes warranted. However, most 
of the time available is devoted to a specific and detailed exami- 
nation of conclusions and possible recommendations, Differences of 
opinion are aired, suggested revisions discussed, amendments 
considered and voted upon, and finally a recommendation adopted (or 
modified or diluted as the case may be) with individual dissents 
registered. The report is then revised in the light of Commission 
decisions and sent to the printer, with footnotes of dissent by 
individual members, if any, recorded as appropriate in the copy. 
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THE INTERGOVERNMENTAL ASPECTS OF DOCUMENTARY TAXES 

1, Findings and Recommendations 

The Federal Government, 17 S ta tes ,  t h e  D i s t r i c t  of  Columbia, 
and a number of l o c a l  governments impose a group of taxes known 
c o l l e c t i v e l y  a s  "documentary taxes .I1 Although genera l ly  of minor 
revenue s igni f icance  t o  both t h e  Federal Government and t h e  S t a t e s ,  
they involve tax overlapping f o r  thousands of taxpayers located  i n  
a number of S ta tes .  Compliance wi th  these  taxes o f t e n  requires  the  
purchase of stamps from two s e t s  of o f f i c i a l s  and computing t h e  t a x  
l i a b i l i t y  on d i f f e r i n g  bases, thus placing them i n  t h e  "nuisance" 
category. The problems they pose a r e  of the  type the  Congress 
contemplated i n  i t s  mandate t o  t h i s  Commission: 

... (to) recommend methods of coordinating and 
simplifying t ax  laws and adminis t ra t ive  p rac t i ces  
t o  achieve a more order ly  and l e s s  competitive 
f i s c a l  r e la t ionsh ip  between the  l e v e l s  of govern- 
ment and t o  reduce the  burden of compliance f o r  
taxpayers. 

The severa l  Federal documentary taxes f a l l  i n t o  two broad 
groups: (1) those on the  issuance o r  t r a n s f e r  of c a p i t a l  s tocks 
and bonds; and (2) those on the  t r ans fe r  of r e a l  property (con- 
veyances). Another, the  t a x  on p o l i c i e s  issued by fore ign insure r s ,  
concerns r e l a t i v e l y  few persons. 

The S t a t e  and l o c a l  documentary taxes a r e  pat terned,  by and 
l a rge ,  a f t e r  the  Federal taxes.  They include r e a l  e s t a t e  t r a n s f e r  
taxes (imposed by 12 S t a t e s ,  t h e  D i s t r i c t  of Columbia, and l o c a l  
governments i n  5 S t a t e s ) ,  and s e c u r i t i e s  t r a n s f e r  and issuance 
taxes (5 S ta tes ) ,  I n  addi t ion ,  a number of S t a t e s  levy documentary 
taxes on mortgages, which a r e  not subject  t o  Federal taxes.  

With few exceptions, the  documentary taxes a r e  imposed a t  
r e l a t i v e l y  low r a t e s .  The Federal t ax  on conveyances, f o r  example, 
i s  55 cents  per $500 of the  considerat ion involved i n  a r e a l  e s t a t e  
s a l e ,  excluding the  value of any assumed mortgages; most of t h e  
S t a t e  r e a l  e s t a t e  t r a n s f e r  taxes carry  comparable r a t e s .  The 
Federal s tock t r a n s f e r  tax i s  4 cents  per  $100 of market value 
(with a minimum of 4 cents  per s a l e  o r  t r a n s f e r  and a maximum of 

1/ P. L. 86-380 (sec. 2:7). - 



8 cents per share);  the New York S t a t e  tax on s tock t rans fe r s  ranges 
from 1 cent  to  4 cents per share (depending upon market value) . 
Except f o r  the port ion of the t ax  on the t r an s f e r  of s ecu r i t i e s  t ha t  
i s  paid through secur i ty  exchanges and clearinghouses, the  docu- 
mentary taxes a r e  paid through the purchase of stamps which a r e  
af f ixed t o  the  document a t  the time the  t ransact ion i s  consummated. 

The documentary taxes a r e  r e l a t i ve ly  small revenue producers. 
The Federal Government's take amounted t o  $140 mil l ion i n  f i s c a l  
year 1963, o r  1/10 of 1 percent of i t s  tax  col lec t ions .  About 
three-fourths of the Federal documentary tax  revenue comes from the 
taxes on the i s sue  and t rans fe r  of stocks and bonds. The S ta tes  
obtained $120 mil l ion,  more than hal f  of which came from New York 
S t a t e ' s  s tock t rans fe r  tax.  Collections from loca l l y  imposed taxes 
a r e  not tabulated.  Fragmentary information suggests t ha t  they may 
approach $40 mill ion.  I n  t o t a l ,  Federal,  S ta te ,  and loca l  r ece ip t s  
from documentary taxes account f o r  about $300 mil l ion of the $131 
b i l l i o n  annual tax col lec t ions  of these governments. 

Of a l l  the documentary taxes, overlapping i s  i n  a sense most 
pervasive i n  the  case of the t ax  on stock t rans fe r s .  Although only 
four S ta tes  impose such a tax, the f a c t  t ha t  New York i s  one of them 
means t ha t  most stock transactions i n  the  country a r e  subject  t o  
both S t a t e  and Federal taxes,  s ince  almost 80 percent of the do l l a r  
value of stock t rans fe r s  occurs i n  New York City. By v i r t u e  of t h i s  
market concentration, the tax overlapping very largely  involves only 
one S ta te ,  although i t s  impact i s  nationwide. 

The twofold taxation of stock t rans fe r s  by t he  Federal Govern- 
ment and New York S t a t e  e n t a i l s  l i t t l e  taxpayer compliance burden, 
because both taxing ju r i sd ic t ions  allow the  tax  t o  be paid through 
a cen t ra l  clearinghouse. This centra l ized tax payment arrangement 
provides the  stock t r an s f e r  tax (and the Federal ~overnment 's  bond 
t rans fe r  tax) with reasonably e f f i c i e n t  administrat ion.  

From the viewpoint of national  policy considerat ions,  a case 
can be made fo r  the proposit ion t ha t  the  S ta tes  (chiefly New York) 
re l inquish  the stock t rans fe r  t ax  and vacate the  f i e l d  f o r  exclusive 
Federal use. Since the  t ax  i s  paid on secur i ty  transactions i n  a l l  
p a r t s  of the  country, i t s  revenue y ie ld  log ica l ly  belongs t o  a l l  of 
them, i .e . ,  t h e i r  nat ional  government. While log ica l ,  the  suggestion 
i s  not p r ac t i c a l .  New York could not be induced t o  re l inquish  i t s  
documentary tax, except by cons t i tu t iona l  amendment, and would not 
voluntar i ly  give up a luc ra t ive  t ax  source paid i n  l a rge  pa r t  by 
nonresidents. It has been suggested t ha t  the  Federal Government 
might persuade New York t o  re l inquish  the tax by reimbursing i t  fo r  
the  amount of revenue involved. However, the other  49 Sta tes  whose 



res iden t s  pay the tax,  would doubtless claim a share,  making the  
cos t  of the  t a x  s impl i f i ca t ion  too high. 

The Commission concludes t h a t  no a c t i o n  i s  indicated  with 
respect  t o  the  overlapping of S t a t e  and Federal documentary taxes 
on s tock t r ans fe r s .  The dupl ica t ion i s  l a rge ly  l imi ted  t o  one 
S t a t e  (New York). The compliance burden f o r  taxpayers i s  minimized 
by the  co l l ec t ion  of both taxes through secur i ty  exchanges and 
clearinghouses. On the o the r  hand, S t a t e  withdrawal from t h e  f i e l d  
could be "purchased1' only a t  subs tan t i a l  cos t  t o  the  U. S. Treasury. 

The s i t u a t i o n  i s  d i f f e r e n t  with respect  t o  the  o ther  important 
documentary taxes -- the Federal t ax  on conveyances ( r e a l  e s t a t e  
t r ans fe r s )  and the  S t a t e  and l o c a l  r e a l  e s t a t e  t r a n s f e r  taxes.  
Although secondary a s  revenue producers ($35 mil l ion  Federal and 
perhaps $70 mi l l ion  S t a t e  and l o c a l ) ,  these taxes involve thousands 
of individual  t ransact ions  a t  the  county courthouse l e v e l  and, i n  
those cases where S t a t e  and loca l  taxes a r e  a l s o  levied ,  involve 
overlapping taxation.  They c rea te  the  image of unnecessary Federal- 
S t a t e  dupl ica t ion i n  the  minds of individuals  (lawyers and r e a l t o r s )  
required t o  purchase stamps a t  two d i f f e r e n t  windows and t o  compute 
r e l a t i v e l y  small t ax  l i a b i l i t i e s  two d i f f e r e n t  ways. 

The  omm mission's concern wi th  the  r e a l  e s t a t e  t r a n s f e r  t ax ,  
however, extends beyond t ax  overlapping. It stems from t h e  poss ib le  
usefulness t o  the  S t a t e s  of the  by-product information on the  s a l e s  
p r i c e  of property t h a t  can be derived from the  Federal stamps 
a t tached t o  deed documents. 

The re la t ionsh ip  between the  assessed value and the  s a l e s  p r i c e  
of r e a l  property, a measure t h a t  i s  being developed i n  many S t a t e s  
by means of assessment-sales r a t i o  s tud ies ,  i s  a valuable t o o l  f o r  
improving the  administrat ion of property t ax  assessment. I n  i t s  
recent  r epor t  on strengthening the  property tax ,  t h i s  Connnission 
s t rongly  endorsed per iodic  S t a t e  assessment r a t i o  s tud ies  and 

1/ enumerated a number of uses t o  which such s tud ies  can be put .  - 
These include: d isc losure  of the  degree of compliance wi th  the  l e g a l  
bas i s  of assessment; guidance f o r  the  individual  taxpayer i n  deter -  
mining the  equity pf h i s  assessment; d isc losure  of f u l l  value of 
taxable property a s  one index of community f i s c a l  a b i l i t y ;  a i d  i n  

11 Advisory Commission on Intergovernmental Rela t ions ,  The Role of - 
the  S t a t e s  i n  Strengthening the  Property Tax, (A-17), June 1963, 
Vol. I,  p.  51. 



the development of reliable measurement standards that use taxable 
valuations as a base; guidance for the equalization of State and 
local assessing; and indication of interarea nonuniformity in 
assessment to permit equitable distribution of taxes in taxing dis- 
tricts identified with more than one assessing area, and to permit 
also equitable distribution of State aid. 

The shortcomings of the Federal conveyance tax stamps as an 
indication of the selling price of property have long been recognized 
by State officials conducting assessment-sales ratio studies. In 
the Federal tax system geared to self-assessed income taxes, enforce- 
ment of an extraneous revenue source like the conveyance tax falls 
by the wayside. Except for an occasional check of large property 
transfers in connection with income tax or inheritance and estate 
tax audits, the Treasury Department relies upon the voluntary 
purchase of tax stamps and their attachment to deed documents. Appeals 
by State tax administrators to Internal Revenue officials for s tepped- 
up enforcement of the conveyance tax are doubtless sympathetically 
received. However, they have not had and, in the nature of the case, 
can not be expected to have a significant effect on the quality of 
compliance. As the conveyance tax is presently constituted, it is 
unlikely that the Internal Revenue Service can allocate adequate 
enforcement resources to it. 

The inadequate enforcement of the conveyance tax impairs its 
usefulness for assessment-sales ratio studies since the amount of 
the affixed stamps often bears no true relationship to the selling 
price. Analyses in connection with ratio studies have uncovered 
numerous cases that range from complete noncompliance to under- or 
over-stamping . 

Another factor impairing the validity of the Federal tax stamps 
for establishing the selling price of realty is the limited base of 
the tax. Since the tax liability is computed net of assumed 
mortgages, it is necessary to make a detailed search of the records 
to determine whether the transfer involved assumption of a mortgage, 
and if so, to ascertain the amount of the assumed mortgage. 

I/ During the Civil War, both a mortgage tax and conveyance tax - 
were levied. Both taxes were employed also during the Spanish- 
American War and when the legislation which became the Revenue 
Act of 1914 was introduced, it also included both. The mortgage 
tax, however, was dropped before the legislation was enacted. 



Our f indings with respect  t o  the  r e a l  e s t a t e  t r a n s f e r  t a x  can 
be summarized a s  follows: 

State-Federal overlapping i s  s i g n i f i c a n t ;  

Enforcement of the  Federal t ax  i s  weak and 
taxpayer compliance i s  spot ty ;  

Federal tax  enforcement e f f o r t  i s  not  l i k e l y  
t o  be increased because i t  i s  t angen t ia l  t o  
the  mainstream of I n t e r n a l  Revenue a c t i v i t y  
(geared t o  the  income tax) and t h e  revenue 
y i e l d  i s  minor; 

The p r inc ipa l  considerat ion supporting t h e  
re ten t ion  of t h i s  t ax  has been i t s  a l l eged  
by-product value f o r  assessment-sales r a t i o  
s tud ies  t o  improve property t a x  administrat ion;  
and 

Because of inadequate enforcement and t h e  ex- 
c lus ion of assumed mortgages from t h e  t a x  
base, the  stamp value frequently bears  l i t t l e  
r e la t ionsh ip  to  ac tua l  s e l l i n g  p r i c e ,  and 
t h i s ,  i n  tu rn ,  severely l i m i t s  i t s  usefulness 
f o r  assessment-sales r a t i o  s tud ies .  

The def ic iencies  of the  Federal r e a l  e s t a t e  t r a n s f e r  t ax  f o r  
e s tab l i sh ing  the  s a l e s  p r i c e  of r e a l t y  could be overcome only by 
s h i f t i n g  enforcement r espons ib i l i ty  t o  the  S ta tes .  To accomplish 
t h i s ,  Congress would need t o  provide the  S t a t e s  with f i s c a l  incen- 
t i v e s  bordering on the  coercive. 

One poss ib le  vehic le  i s  the  condit ional  shared t a x  arrangement. 
Under t h i s  plan, the  Federal t a x  base would be broadened t o  include 
the  amount of the  assumed mortgage, and under c e r t a i n  condit ions the  
revenue be turned over t o  the  S ta tes .  I n  r e t u r n  f o r  a l l  o r  a 
subs tan t i a l  share  of the  proceeds, the  S t a t e s  would be required t o  
enact l e g i s l a t i o n  d i rec t ing  appropr ia te  l o c a l  o f f i c i a l s  t o  withhold 
recordation of r e a l  e s t a t e  t r a n s f e r  documents i n  the  absence of 
stri 'ct  compliance wi th  the  Federal r e a l  e s t a t e  t r a n s f e r  t ax  law. 

Since t h i s  condit ional  shared t ax  plan would dedicate v i r t u a l l y  
a l l  the  proceeds of the  t a x  t o  purchase S t a t e  and l o c a l  enforcement 
r esppns ib i l i ty ,  i t  might well  be argued t h a t  the  Federal Government 
would be b e t t e r  advised t o  s t e p  as ide  and leave both t h e  imposition 
and khe adminis t ra t ion  of the  t a x  t o  the  S ta tes .  



The occasion of the  Federal ~overnment ' s  withdrawal from the  
f i e l d  might be u t i l i z e d  t o  encourage the  S ta tes  t o  a v a i l  themselves 
of the  by-product u t i l i t y  of such a tax  f o r  assessment-sales r a t i o  
s tud ies .  This might be accomplished by the  enactment of a t r a n s i t i o n  
tax  c r e d i t  plan.  Under t h i s  arrangement, the Federal r e a l  e s t a t e  
t r a n s f e r  t ax  would be repealed prospectively t o  be e f f e c t i v e ,  f o r  
example, 3 years a f t e r  enactment of the  plan. During the 3-year 
phasing out  period, a c r e d i t  would be allowed agains t  the  Federal 
tax  f o r  a l l  S t a t e  r e a l  e s t a t e  t r a n s f e r  taxes. I n  o ther  words, the  
requirement of a Federal documentary stamp tax  could be f u l l y  
s a t i s f i e d  with a S t a t e  stamp. 

By adopting the  c r e d i t  device, the Federal Government would be 
inv i t ing  the S ta tes  t o  enact t h e i r  own r e a l  e s t a t e  t r a n s f e r  taxes 
without adding t o  the t ax  burden of t h e i r  own taxpayers. Since the 
taxpayers'  l i a b i l i t y  would be the same whether the  S t a t e  imposed 
the  tax  o r  not ,  the  a v a i l a b i l i t y  of the  Federal c r e d i t  would exer t  
a s trong compulsion on the  S ta tes  t o  impose t h e i r  own t rans fe r  taxes.  

Consideration of e i t h e r  the  condit ional  shared tax  o r  t r a n s i t i o n  
tax c r e d i t  plan r a i s e s  a bas ic  question a s  to  the  lengths t o  which 
the  Congress should go i n  encouraging the  S ta tes  t o  obta in  r e l i a b l e  
data on the  s a l e s  p r i c e  of r e a l  property. A s  a bas ic  proposit ion,  
intergovernmental f i s c a l  coercion should always be r e s t r i c t e d  t o  the  
attainment of those important na t ional  object ives  t h a t  can be 
rea l i zed  i n  no o the r  way. Moreover, a coercive approach becomes 
even l e s s  to le rab le  when i t  i s  applied t o  a tax,  such a s  the  r e a l  
e s t a t e  t r a n s f e r  tax ,  t h e  existence of which i s  j u s t i f i e d  primari ly by 
informational r a t h e r  than regulatory o r  revenue purposes. 

By the same token, t h i s  Cornmission cannot j u s t i f y  urging the  
Treasury Department t o  ass ign t o  the  stamp tax  on conveyances the  
amount of resources t h a t  would be needed t o  enforce i t  adequately. 
Effec t ive  Federal enforcement of t h i s  t ax  might well  require  ex- 
tensive a u d i t  of the  deed records a t  county courthouses throughout 
the  nation. The cos t  of such audi t ing  would probably be p roh ib i t ive  
i n  the  l i g h t  of the  ins ign i f i can t  revenue re tu rn  i t  would yie ld .  We 
conclude, therefore ,  t h a t  i n  the  i n t e r e s t  of tax  s impl i f i ca t ion  and 
the  el imination of one a rea  of t ax  overlapping, the  Federal stamp 
tax  on r e a l  e s t a t e  t r a n s f e r s  should be repealed. 

Recommendation No. 1. The Commission recommends t h a t  Congress 
amend Chapter 34 of the  I n t e r n a l  Revenue Code to  repeal  the  stamp 
tax  on conveyances, such repeal  t o  be e f f e c t i v e  3 years a f t e r  i t s  



I/ enactment. - 
Repeal of the  Federal stamp tax  on conveyances w i l l  r i d  t h e  

I n t e r n a l  Revenue Code of a "nuisance" tax. When the  Federal con- 
veyance tax  was f i r s t  imposed i n  the  ea r ly  days of the  Republic i t  
was needed t o  f inance various c r i s e s  (Civil  War, Spanish-American 
War, etc.) .  It has long s ince  stopped serving a revenue purpose, 
which i s  now t h e  function of the  income tax .  Neither does i t  serve 
any regulatory purpose. 

The existence of the  Federal t ax  gives the  S t a t e s  a f a l s e  sense 
of  secur i ty  i n  the  r e l i a b i l i t y  of assessment-sales r a t i o s  computed 
on t h e  bas i s  of the  t ax  stamps. Since the  I n t e r n a l  Revenue Service 
has l i t t l e  revenue incent ive  t o  enforce the  t ax ,  and a l s o  because 
assumed mortgages a r e  not i n  the  t a x  base, t h e  v a l i d i t y  of these  
computations i s  severely l imi ted .  The S t a t e s  can obta in  the  
necessary market value information by o the r  means, such a s  the  
enactment of t h e i r  own r e a l  e s t a t e  t r a n s f e r  taxes o r  t h e  use of 
buyer-se l ler  quest ionnaires and appra i sa l s .  The  omm mission's 
recommendation t o  defer  repeal  of  the  Federal tax  f o r  th ree  years 
w i l l  g ive  the  S t a t e s  time t o  enact t h e i r  own taxes o r  develop o the r  
means of obtaining r e a l  e s t a t e  market data.  

S t a t e  and l o c a l  governments a r e  showing a r i s i n g  i n t e r e s t  i n  
r e a l  e s t a t e  t r a n s f e r  taxes.  Four of the  12 S t a t e s  using these  taxes 
have enacted them s ince  1951, and an increasing number of l o c a l  
governments have been authorized t o  do so s ince  Washington enabled 
i t s  counties t o  impose a 1 percent r e a l  e s t a t e  s a l e s  t ax  (1951). 

Some of the  i n t e r e s t  i n  S t a t e  and loca l  r e a l t y  t r a n s f e r  taxes 
stems from t h e i r  by-product use i n  property tax administrat ion.  On 
the  o ther  hand, the  revenue po ten t i a l  of the  t ax  i s  a t t r a c t i v e  t o  
rapidly  growing urban communities where property values a r e  r i s i n g  
and a r e l a t i v e l y  l a rge  number of  proper t ies  change hands. New York 
City,  Washington, D. C., Baltimore, and Montgomery County, Maryland 
have imposed such taxes a s  revenue measures i n  t h e  pas t  f i v e  years.  

1/ Secretary Di l lon comments on t h i s  recommendation, a s  follows: - 
"Our complex Federal excise tax system requires  a thorough-going 
revis ion,  and the  Treasury i s  now cooperating with the  Congress 
i n  a comprehensive study looking toward t h i s  object ive .  Although 
i n  t h i s  review repeal  of the  Federal conveyance t a x  should and 
w i l l  be ca re fu l ly  considered, u n t i l  evaluation of  the  e n t i r e  
excise  tax s t r u c t u r e  has been completed i t  would be premature f o r  
me t o  jo in  i n  advocating repeal  of any p a r t i c u l a r  excise tax." 



Recommendation No. 2. The Commission recommends tha t  when the  
Federal tax  on r e a l  e s t a t e  t r a n s f e r s  i s  repealed, those S t a t e s  
without such a t ax  consider i t  f o r  use a t  e i t h e r  t h e  S t a t e  o r  loca l  
l eve l .  The S ta tes  considering r e a l  e s t a t e  t r a n s f e r  taxes a r e  urged 
t o  f o r t i f y  t ax  administrat ion by requiring loca l  o f f i c i a l s  charged 
with the  recordation of t r a n s f e r s  of t i t l e  t o  v e r i f y  t h a t  the  
t r ans fe r  t ax  had been paid. 

Repeal of the  Federal conveyance stamp tax  would leave the  
f i e l d  c l e a r  f o r  exclusive S t a t e  and loca l  use. Some S ta tes  w i l l  
want t o  consider a  S t a t e  tax,  some authorizing loca l ly  imposed taxes 
and some may prefer  t o  make t h i s  revenue source ava i l ab le  t o  t h e i r  
l o c a l  governments by sharing a S t a t e  t ax  with them, i n  p a r t  a s  an 
incentive f o r  the  loca l  governments t o  render e f f e c t i v e  enforcement 
services .  The recommended 3-year delay i n  repeal  of the  Federal tax 
provides f o r  an orderly t r a n s i t i o n  from Federal t o  S t a t e  o r  l o c a l  
taxation.  

The t ax  on r e a l  e s t a t e  t r ans fe r s  i s  one of the  very few t h a t  
can be enforced e f fec t ive ly  a t  the  local  l e v e l .  Most r e a l  e s t a t e  
t ransact ions  a r e  recorded by county recorders,  many of whom a r e  
e lec ted  o f f i c i a l s .  Since the S ta tes  have i t  wi th in  t h e i r  means t o  
require  such l o c a l  o f f i c i a l s  to  enforce t h e i r  laws, the adminis t ra t ive  
support t h a t  loca l  o f f i c i a l s  can give  the  t ax  is  ava i l ab le  f o r  the  
enforcement of e i t h e r  S t a t e  o r  loca l  taxes.  



2. The Federal Documentary Taxes 

The Federal documentary stamp taxes, imposed by Chapter 34 of 
the Internal Revenue Code, embrace a variety of transactions involving: 
the issue of a certificate of stock or a bond and its transfer, and 
the securities transactions in connection with corporate reorgani- 
zations, mergers, consolidations, recapitalizations, dissolutions and 
reincorporations, the settlement of estates and the creation, modifi- 
cation and extension of trusts, and the modification and renewal of 
bond issues; real estate transactions; and insurance and reinsurance 
contracts. Their rate provisions are as follows: 

The issuance of capital stock is taxed at the 
rate of 10 cents per $100 value, or major 
fraction thereof. The rate on certain regu- 
lated investment companies is 4 cents per $100. 

The issuance of corporate certificates of 
indebtedness is taxed at the rate of 11 cents 
per $100 value, or fraction thereof. 

The sale or transfer of capital stock is taxed 
at 4 cents per $100 value, or major fraction 
thereof, but not more than 8 cents per share 
nor less than 4 cents on any sale or transfer. 

The sale or transfer of corporate certificates 
of indebtedness is taxed at 5 cents on each 
$100 value, or major fraction thereof. 

The transfer of real estate (conveyances) 
valued in excess of $100 is taxed 55 cents on 
each $500 value, or fraction thereof. The 
value of liens and encumbrances included in 
the transfer is exempted. 

Premiums on casualty insurance policies and 
indemnity bonds issued by foreign insurers 
are taxed 4 cents on each $1 and premiums on 
life, sickness, accident and annuity policies 
of foreign insurers are taxed at 1 cent on 
each $1, 

With some exceptions, payments of these taxes are evidenced by 
affixing stamps to the relevant documents. The stamps are produced by 



t he  Bureau of Engraving and P r i n t i n g  and a r e  a v a i l a b l e  a t  l o c a l  
o f f i c e s  of t h e  I n t e r n a l  Revenue Serv ice ,  a t  Pos t  Off ices ,  and from 
agents  designated by t h e  Secre tary  of  t h e  Treasury. They a r e  p r i n t e d  
i n  34 denominations, from one cent  t o  $10,000. 

History 

The t axa t ion  of conveyances is an  English inher i tance .  Stamp 
taxes  l e v i e d  by the  B r i t i s h  Parliament on documents requi red  of 
sh ips  c l ea r ing  p o r t s  i n  t h e  American Colonies were t h e  source of  t he  
inc iden t s  of  1765. I n  t h e  English t r a d i t i o n  t h e  imposi t ion of f e e s  
on l e g a l  processes was supported by common usage and such taxes were 
among t h e  last t o  r e q u i r e  consent by representa t ion .  The American 
Colonies imposed taxes  on l e g a l  processes t o  r a i s e  co lon ia l  revenues. 

P r i o r  t o  the  16th  Amendment t h e  Cons t i tu t ion  of  t h e  United S t a t e s  
requi red  t h a t  d i r e c t  Federal  taxes  be l a i d  i n  propor t ion  t o  populat ion.  
D i rec t  t axes  were unpopular. 1/ Alexander Hamilton recommended a 
schedule of documentary stamp'taxes i n  1794 and Federal  taxes on 
ca r r i ages  and auc t ion  s a l e s  were then  imposed. Congress f i r s t  l e v i e d  
documentary stamp d u t i e s  i n  1814. z/ 

The Federal  documentary stamp taxes were repealed a f t e r  t h e  c lose  
of t he  War of  1812, bu t  were reimposed during the  Mexican War. This  
time they remained i n  e f f e c t  u n t i l  wel l  a f t e r  t h e  C i v i l  War (having 
been increased s u b s t a n t i a l l y  t o  he lp  f inance  t h a t  war). They were 
aga in  l e v i e d  t o  he lp  f inance  the  Spanish-American War but  were prompt- 
l y  repealed.  R e - i n s t i t u t i o n  occurred i n  1914 w i t h  t h e  imposi t ion of 
t h e  c a p i t a l  s tock  t ax ,  a t a x  on t h e  issuance of corpora te  c e r t i f i c a t e s  
of indebtedness,  and a t a x  on conveyances, s e t t i n g  a p a t t e r n  f o r  t h e  
documentary stamp taxes which has continued t o  t h e  present  without  
major modif icat ion ( t a b l e  1 ) .  Also imposed i n  1914, bu t  s i n c e  repealed,  
were documentary taxes  on s a l e s  of produce f o r  f u t u r e  de l ive ry  and on 
a v a r i e t y  of l e g a l  documents, inc luding  promissory notes  and powers 
of  a t to rney .  

The documentary stamp t axes  have been an  i n s i g n i f i c a n t  source 
of Federal  revenue i n  recent  t imes. Since t h e  beginning of World War 
11, documentary stamp t a x  r e c e i p t s  have accounted f o r  considerably 
l e s s  than 1 percent  o f  i n t e r n a l  revenue c o l l e c t i o n s .  I n  t h e  f i s c a l  

I/ David A.  Wells, The Theory and P r a c t i c e  o f  Taxation, N.Y., - 
Appleton, 1900, p. 351. 

2/ Davis R e  Dewey, F inancia l  His tory  of  t he  United S t a t e s ,  N. Y., - 
McGraw-Hill, 1936, p. 139. 



TABLE 1. - FEDERAL DOCUMENTARY STAMP TAX RATES, 1914 - 1964 

T i t l e  of tax 

Issues of capi ta l  stock 

Sales or  transfers of capi ta l  
stock 

Issues of corporate c e r t i f i -  
cates of indebtedness 

Sales or  transfers of corpo- 
r a t e  ce r t i f i ca te s  of in- 
deb tedness 

Transfer of real  e s t a t e  
(conveyances) 

Foreign insurance policies 
other than l i f e  and indem- 
n i ty ,  f ide l i ty  or  surety 
bonds (excluding rein- 
surance) 

Foreign l i f e ,  sickness, acci- 
dent, and reinsurance 
pol ic ies  

5~ /$100  face value o r  
f ract ion.  

2q/$100 face value o r  
f ract ion.  

5~ /$100  face value or  
f ract ion.  

50q/$500 o r  f ract ion 
of the consideration 
i f  i n  excess of $100 
(exclusive of ins t ru-  
ments given t o  secure 
a debt). 

Repealed. 

Repealed. 

Repealed. 

......... 

Repealed . 

Revenue Act of - 

5~/$100  face value o r  
f ract ion o r  i f  without 
face value, 5clshare. 
I f  ac tual  value i s  over 
$100, 5q/$100 of actual  
value o r  f ract ion.  

2~ /$100  face value o r  
f ract ion o r  i f  without 
face value, 2qlshare. 
I f  ac tual  value i s  over 
$100, 2q/$100 of actual  
value o r  f ract ion.  

5q/$100 face value o r  
f ract ion.  

50$/$500 or f r ac t ion  of 
the consideration i f  i n  
excess of $100 (exclu- 
s ive  of instruments 
given to  secure a debt). 

No change. 

No change. 

No change. 

.......... 

No change. 

3c/$1 o r  
f ract ion 
of pre- 
mium. 

5c/$100 face value or  
i f  without face value: 
(a) I f  ac tual  value is  
l e s s  than $100, 1q on 
each $20 o r  f ract ion;  
(b) i f  ac tual  value i s  
over $100, 5c on each 
$100 o r  f ract ion.  

2$/$100 face value o r  
f ract ion o r  i f  without 
face value, 2 ~ / s h a r e .  

No change. 

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

No change. 

No change. 

No change. 

No change. 

No change. 

.......... 

Repealed. 

No change. 

.......... 





yea r  1963 they y i e lded  $140 m i l l i o n ,  about 1/10 of 1 percent  of 
i n t e r n a l  revenue c o l l e c t i o n s  ( t a b l e  2) . 
Com~l  iance  

By custom, documentary stamp t axes  a r e  pa id  by t h e  s e l l e r  
(grantor ) ,  a l though a l l  p a r t i e s  t o  a  taxable  t r a n s a c t i o n  a r e  equal ly  
l i a b l e .  1/ The stamps represent ing  the  t a x  imposed on t h e  i ssuance  
of stock-are requi red  t o  be a f f i x e d  t o  t h e  s tock  books o r  correspond- 
ing records.  I n  t h e  issuance of corpora te  bonds o r  o t h e r  c e r t i f i c a t e s  
of indebtedness t h e  stamps a r e  a f f i x e d  e i t h e r  t o  t h e  instruments  o r  
t o  t h e  iden tu re  under which they a r e  i ssued .  I n  t h e  case  o f  t h e  
t r a n s f e r  of s tocks  o r  bonds t h e  stamps a r e  requi red  t o  be a f f i x e d  t o  
t h e  c e r t i f i c a t e  being t r a n s f e r r e d  i f  i t  i s  endorsed t o  a  named 
t r a n s f e r e e  o r  t o  t h e  memorandum of s a l e  i f  t h e  c e r t i f i c a t e  i s  endorsed 
i n  blank. The I n t e r n a l  Revenue Code provides an  a l t e r n a t i v e  procedure 
f o r  paying t h e  t a x  on s tock  and bond t r a n s f e r s ,  without  stamps. Under 
t h i s  procedure, a  member of a  s e c u r i t i e s  exchange may appoint  t h e  
exchange o r  a  clearinghouse a s  h i s  agent  f o r  t h e  purpose of paying t h e  
tax .  The s e c u r i t i e s  dea le r  r e p o r t s  d a i l y  t o  t h e  exchange o r  t h e  
clearinghouse t h e  amount o f  t a x  due on h i s  t r ansac t ions .  The exchange 
and clearinghouse,  i n  tu rn ,  make d a i l y  t ax  payments d i r e c t l y  t o  t h e  
D i s t r i c t  D i rec to r  o f  I n t e r n a l  Revenue. 21 Deed documents conveying 
r e a l  e s t a t e  and p o l i c i e s  i ssued  by foreTgn i n s u r e r s  a r e  requi red  t o  
have t h e  stamps a f f ixed .  The r egu la t ions  al low cons iderable  l a t i t u d e ,  - 31 
and a f f i x i n g  p r a c t i c e  v a r i e s .  

No s t u d i e s  of t h e  c o s t  of administer ing documentary taxes  have 
apparent ly  been made, e i t h e r  w i t h i n  o r  o u t s i d e  t h e  Treasury Department. 
Because t h e  amount of revenue involved i s  small ,  t h e  I n t e r n a l  Revenue 
Serv ice  devotes minimal e f f o r t  t o  t h e  enforcement of documentary 
stamp taxes .  Payment o f  t h e  t a x  by corpora t ions  on t h e  i ssuance  of 
s e c u r i t i e s  i s  checked when "package" a u d i t s  a r e  made f o r  income and 
o t h e r  t a x  purposes. Secur i ty  brokers  on r a r e  occasions have been 
checked and a r e  presumed by Federal  a u t h o r i t i e s  t o  be  complying w i t h  
t h e  law. A s  mentioned above, i n  many ins t ances  t h e  s e c u r i t y  t r a n s f e r  
t a x  i s  pa id  by t h e  s tock  exchange o r  a  clearinghouse which charges 
t h e  b r o k e r ' s  account,  and t h e  t r a n s f e r  memorandum issued  by t h e  

1/ I n t e r n a l  Revenue Serv ice ,  Documentary Stamp Taxes, Document No. - 
5286, (12-62) . 

2/ I n t e r n a l  Revenue Serv ice ,  I n t e r n a l  Revenue B u l l e t i n ,  No. 1962-18, - 
Apr i l  30, 1962, pp. 13,709 - 13,712. 

3/ Ib id .  - 



TABLE 2. - FEDERAL INTERNAL REVENUE COLLECTIONS, TOTAL AND DOCUMENTARY 
STAMP TAXES, SELECTED YEARS, 1916 - 1963 

(Dollar amounts in millions) 

11 Excludes stamp taxes on playing cards and silver bullion transfers. - 

Year 

1916 

1918 

1923 

1933 

1943 

1953 

1963 

Source: Annual Report of the Secretary of the Treasury, 1943; Annual 
Reports of the Commissioner of Internal Revenue, 1953 and 
1963. 

Total 

$ 512.7 

3,699 .O 

2,621.7 

1,619.8 

22,371.4 

69,686.5 

105,925.4 

11 Documentary stamp taxes - 
Amount 

$ 38.1 

21 .9 

61.5 

53 .4 

37 .4 

82.6 

140.4 

- 
Percent of total 

7 .4 

0,6 

2.4 

3.3 

0.2 

0.1 

0.1 



broker bears an ind ic ia  indicat ing t a x  payment. Foreign insure r s  
of consequence a r e  few and a l s o  enjoy a presumption of compliance. 

Compliance with the  requirements of the  documentary t ax  on r e a l  
e s t a t e  t r a n s f e r s  i s  d i f fused.  Generally, r e a l t o r s  and lawyers who 
w r i t e  deeds and f inanc ia l  i n s t i t u t i o n s  t h a t  make r e a l  e s t a t e  mortgage 
loans know t h e  law and endeavor t o  see  t h a t  the  t ax  i s  paid. Some 
purchasers, p a r t i c u l a r l y  commercial opera tors ,  systematical ly v e r i f y  
compliance by the  s e l l e r .  Deed recorders frequently make some e f f o r t  
t o  a s c e r t a i n  t h a t  stamps a r e  af f ixed.  Typically when deeds a r e  
recorded by photographic processes the  recordings show the  a f f ixed  
stamps. It i s  comnon p r a c t i c e  i n  o the r  recordings t o  ind ica te  the  
amount of stamps a f f ixed .  These p rac t i ces ,  however, a r e  ext ra- legal .  1/ 
Compliance, i n  f a c t ,  i s  almost completely voluntary and non-compliance- 
and v io la t ions  may be considerable. 

Objective measures of the  degree of t a x  compliance a r e  not  
avai lable .  No record i s  compiled of delinquent taxes col lec ted  on 
the issuance of corporate s e c u r i t i e s  r e s u l t i n g  from aud i t s .  Attempts 
t o  c o r r e l a t e  t a x  payments with o the r  indices  a r e  thwarted by the  f a c t  
t h a t  the  same stamps a r e  used f o r  the  various types of documentary 
taxes and rece ip t s  from the  severa l  taxes a s  annually reported by t h e  
Secretary of t h e  Treasury and the  ~om&sioner of In te rna l  Revenue a r e  
necessar i ly  combined. 21 Endeavoring t o  apply r a t e s  t o  nat ional  

11 A century ago the  documentary stamp tax  regula t ions  attempted t o  - 
inva l ida te  instruments without stamps (Stamp Duties Regulation I 
i n  George S. Boutwell, A Manual of the Direct  and Excise Tax System 
of t h e  United S ta tes ,  1863). This was promptly s e t  a s ide  (McBride 
v Doty, (1867) 23 Iowa 122 and Craig Dimock (1868) 47 Ill. 308). - 
Unstamped documents a r e  admissible a s  evidence (Cole - v Ralph, 252 
U.S. 286); however, S t a t e s  may make payment of a S t a t e  t ax  on mort- 
gages a c r i t e r i o n  of admiss ib i l i ty  a s  evidence (Greenwood 1 Pr ice ,  
27 P. 2d 822) . 

21 Annual repor ts  of the  Secretary of the  Treasury f o r  1929 and p r i o r  - 
years lump a l l  documentary stamp tax  rece ip t s .  From 1929 through 
1952 a d i f f e r e n t  stamp was used to  evidence payment of the  tax  on 
the  t r a n s f e r  of c a p i t a l  s tock.  Reports of 1930 through 1952 under 
the  head "Bonds, i ssues  of c a p i t a l  s tock,  deeds of conveyance, etc." 
included the  t ax  on the  premiums of foreign insurance p o l i c i e s  and 
of passage < t i c k e t s  when applicable.  A very rough est imate of the  
$140 mil l ion  col lec ted  i n  f i s c a l  year 1963 y ie lds  t h e  following 
breakdown, by source: 

Amount Percent 
Source 

Secur i t i e s  
Issues  
Transfers  

Conveyances 
Foreign insure r s  

Total  

(millions) d i s t r i b u t i o n  
$100 71 .4 



aggregates i s  equal ly unproductive f o r  t h e  same reason and a d d i t i o n a l l y  
because the  revenue e f f e c t s  of  f r a c t i o n a l  values and of the  exemptions 
of assumed mortgages from the  t a x  on r e a l  e s t a t e  t r a n s f e r s  a r e  not  
a sce r t a inab le .  

Some e f f o r t s  have been made i n  indiv idual  S t a t e s ,  i n  connection 
wi th  property t ax  adminis t ra t ion ,  t o  a s c e r t a i n  the  degree of com- 
p l iance  wi th  the  t a x  on deeds of  conveyance. One example i s  Kentucky, 
which has been concerned wi th  the  problem s ince  1936. A r epor t  of a 
f i e l d  inves t iga t ion  covering the  deed recordings of the  f i r s t  s i x  
months of 1953 i n  eighty-one typ ica l  count ies ,  excluding t h e  l a r g e s t ,  
J e f fe r son ,  by the  Kentucky Department of Revenue revealed t h a t  about 
10 percent  of the  recorded deeds showed no ind ica t ion  of t a x  payment. 
Reports on subsequent inves t iga t ions  (1962) v e r i f i e d  the  e a r l i e r  
r e s u l t s  with some outstanding examples of probable v i o l a t i o n .  I n  
one r u r a l  mountain county i n  an  eight-month period,  only two recorded 
deeds evidenced t a x  payment. I n  another ,  only s i x ,  and i n  the  l a t t e r  
case a t  l e a s t  200 deeds should have been stamped. L/ The Kentucky 
inves t iga t ions  a l s o  showed t h a t  understamping of deeds was p rac t i ced  
and t h a t  subdivision developers and o thers  holding r e a l  e s t a t e  f o r  
specula t ive  purposes sometimes overstamped. 

1/ Kentucky Department of Revenue, i n t e r - o f f i c e  memorandum, August 2, - 
1962. This memorandum observes t h a t  not  more than $1,000 i n  
Federal  t a x  may have been involved. 



3.  S t a t e  and Local Documentary Taxes 

I n  a d d i t i o n  t o  t h e  $140 m i l l i o n  obta ined  i n  f i s c a l  year  1963 
by t h e  Federa l  Government -- mainly (about three- four ths)  from taxes  
on s e c u r i t i e s  t r ansac t ions  -- 18 S t a t e s  and t h e  D i s t r i c t  of Columbia 
c o l l e c t e d  $120 m i l l i o n  from a v a r i e t y  of documentary stamp taxes .  
These cons is ted  of  taxes  on mortgages, s e c u r i t i e s  t r ansac t ions ,  and 
r e a l  e s t a t e  t r a n s f e r s  ( t a b l e  3).  More than h a l f  of t he  t o t a l  
c o l l e c t e d  by t h e  S t a t e s  accrued t o  New York from i t s  s tock  t r a n s f e r  
t ax .  11 I n  5 S t a t e s  (Maryland, New York, Pennsylvania,  V i rg in i a ,  
and Washington) l o c a l  governments impose r e a l  e s t a t e  t r a n s f e r  t axes ;  
i n  4 (Kansas, Maryland, New York, and Oklahoma) l o c a l  governments 
c o l l e c t  and r e t a i n  t h e  proceeds from s ta tewide  mortgage taxes .  The 
amount of  l o c a l l y  c o l l e c t e d  and r e t a ined  documentary taxes  i s  unknown, 
bu t  may approach $40 mi l l i on ,  which would br ing  t h e  t o t a l  of  Federa l ,  
S t a t e ,  and l o c a l  documentary t axes  t o  t h e  neighborhood of $300 
mi l l i on .  

Of the  1 8  S t a t e s  and t h e  D i s t r i c t  of Columbia w i t h  S t a t e  docu- 
mentary taxes  i n  1963, 13  ( including the  D i s t r i c t  of Columbia) l ev ied  
such t axes  on r e a l  e s t a t e  t r a n s f e r s .  These taxes  a r e  pa t t e rned ,  by 
and l a r g e ,  a f t e r  t h e  Federa l  t ax .  S t a t e  t ax  r a t e s  a r e  f r equen t ly  
i d e n t i c a l  w i t h  t h e  Federa l  r a t e  (at r a t e s  of about 1/10 o f  1 percent ) .  
I n  5 S t a t e s ,  assumed mortgages a r e  excluded i n  computing t h e  t a x ,  a s  
i n  t h e  case  of t h e  Federa l  tax.  

With two o r  t h r e e  exceptions,  t h e  S t a t e  r e a l  e s t a t e  t r a n s f e r  
taxes  a r e  not  s i g n i f i c a n t  revenue producers.  The Pennsylvania t ax ,  
a t  1 percent  of t h e  s e l l i n g  p r i c e  (exclusive of assumed mortgages) 
produced almost $20 m i l l i o n  i n  1963, and t h e  1 /2  percent  D i s t r i c t  of 
Columbia t a x  y i e lded  $1.7 mi l l i on .  Even i n  these  cases ,  t h e  amounts 
a r e  minor r e l a t i v e  t o  these  j u r i s d i c t i o n s '  t o t a l  t a x  c o l l e c t i o n s .  

As previous ly  ind ica t ed ,  d a t a  on Federal  documentary stamp t a x  
c o l l e c t i o n s  do not  provide d e t a i l  f o r  ca t egor i e s  of  t r ansac t ions  
s u b j e c t  t o  t ax .  A s  a  rough i n d i c a t i o n  of t h e  p o r t i o n  t h a t  came from 
t h e  t a x  on conveyances, the  d o l l a r  volume of r e a l  e s t a t e  t r a n s f e r s  i n  

1/ The New York S t a t e  t a x  on s tock  t r a n s f e r s  i s  a  f l a t  r a t e  pe r  - 
share  graduated according t o  i t s  s e l l i n g  pr ice :  1 cent  per  sha re  
when t h e  s e l l i n g  p r i c e  i s  l e s s  than $5, 2  cen t s  when i t  i s  $5 t o  
$10, 3 cen t s  from $10 t o  $20, and 4 cen t s  when $20 o r  more. 



TABLE 3 .  - FEDERAL AND STATE DOCZMENTARY TAXES,, 1963 

State and type of tax 
Rate 

Jan. 1,1964 
Use of 
stamps 

Federal Government: 
................... Issuance of capital stock. 

Transfer of capital stock. .................... 
Issuance of corporate bonds. ................ 
Transfer of corporate bonds. ................ 

.................... Transfer of real estate.. 
Premium on policies issued by foreign insurers, 

Alabama: 
Transfer of property. ....................... 
Mortgages ................................. .............. Issuance of stocks and bonds.. ............ Transfer of mineral leaseholds.. .............. Colorado: Transfer of real estate.. ..... District of Columbia: Transfer of real estate. 

Florida: .. Issuance and transfer of stocks and bonds.. 
.................... Transfer of real estate.. ............... Indiana: Transfer of real estate.. 

Kansas: Mortgages ...........................< 
Maryland: 8 

Transfer of property. ....................... 
Mortgages ................................. 

Massachusetts Transfer of real estate.':. ......... 
Minnesota: .................... Transfer of real estate.. 

Mortgages ................................. ..... Mississippi: Transfer of mineral leaseholds. 
New York: 13 

......................... Transfer of stock. 
Mortgages ................................ 

........................ Oklahoma: Mortgages ........ Pennsylvania: 16 Transfer of real estate. 
South Carolina: ............. Issuance of stocks and bonds.. 

....................... Transfer of stocks.. .................... Transfer of real estate. 
Tennessee: ................... Transfer of real estate.. 

Mortgages ................................ ..................... Texas: Transfer of stock.. 
Virginia: 16 ................... Transfer of real estate.. 

Mortgages ................................ ........ Washington: 17 Transfer of real estate.. ........ West Virginia: Transfer of real estate.. 

.................................. Federal. ..................................... State. 

10#/$1W .............. Yes. .... 
4#/$100. ............... Yes. .... 
11#/$100 .............. Yes. .... 
5#/$100. ............... Yes. .... 
55#/$5W. ............. Yes. .... 
1gor44!m4. ........... Yes. .... 
50$/$5003. ............. No.. ... 
15#/$100. .............. No. .... 
25#/$100. .............. No. .... 
5-1 5#/ame6. ............ No. .... 

Repealed in 196, 
0 W o  .................., NO. .... I 
15$/$100. .............. Yes.. ... 
30#/$lOo. .............. Yes. .... 
2 ~ .  .................. yes. .... 
25#/$100. .............. No. .... 

.............. 55&/SsOO. Yes. .... .............. 55#/3500. Yes. .... ........... 55#/$50@ lo. Yes. .... 
55#/$500s ll. ........... Yes. .... 
15#/$100. .............. No. .... 
6-8#/acr@, ............. Yes.. ... 

........... 1-4d/~har&~. Yes ..... .............. 50#/$100. No. .... ............ 2-10#/$100. No. .... .................. Yes. .... 
.............. 10#/$100. Yes. .... ............... 4#/$100. Yes. .... .............. $1/$5003. Yes. .... 

........... $1 -50/$1000. No. .... .............. 10#/$100. No. .... ............. 3.34/$100. Yes. .... 
.............. 15$/$100. No. .... .............. 15#/$1Oo. No. .... .............. 50#/$500. Yes. ... ............ $1 .10/$5Csoo. Yes. ... 

Distribution 
of receipts 

State 

xx ..... 
XX ..... 
XX ..... 
XX ..... 
xx ..... 
XX ..... 
g...... 
%...... 
All. .... 
......... 
......... 
All.. ... 
All ..... 
All ..... ......... 
......... 
......... 
A1 I..... 

All. ..... 
%...... ......... 
All.. ... ......... 
......... 
All ..... 
All ..... 
All. .... 
A1 I..... 

All. .... 
All. .... 
All.. ... 
All. .... 
All. .... 
All. .... 
All. .... 
......... ......... 
......... 

Local 

Collections 
1963 

(thousands)l 

XX ..... 
XX ..... 
XX ..... 
XX ..... 
XX ..... 
XX ..... 
%...... 
G...... 
........ 
All. .... 
All. .... 
........ ........ ........ 
All. .... 
~119. ... 
~119. ... ........ 
0 s...... 

All. .... 
......... 
All. .... 
All. .... 
........ 
........ ........ ........ 
......... 
......... 
......... 
......... ......... ......... ......... 
......... 
......... 
........ 

n.a.-Data not available. lo Rate is $1 on first $500. - - . -. . - . - - - . 

XX-Not applicable. 
1 Excludes amounts collected and retained by local gov- 

ernments. Data are preliminary. 
2 Rate is 46/$100 on certain regulated investment com- 

panies. 
 exclusive of assumed mortgages. The Indiana tax is 

applicable only to corporations subject to the gross income 
tax. 

4 Depending on type of policy. 
5 Depending on length of lease. 
6 Rate was 1#/$100. 
7 Tax went into effect in May 1962. 
8 The city of Baltimore and 7 specified counties are au- 

thorized to supplement the State tax. 
s Except that tax on recordation of instruments granting 

encumbrances on property situated in two or more coun- 
ties, as security for corporate bonds of public utilities, are 
paid to the State. 

Rate is $1.10 on first $1,000. 
12Except that the tax on mortgages that are secured by 

property exempt from property taxation is paid to the 
State. 
*New York City imposes a tax of 0.5% on transfers of 

real property where the consideration exceeds $25,000. 
Assumed mortgages are excluded in computing the tax. 

14Depending on value per share. See text. 
l6Local governments are authorized to impose a real 

estate transfer tax up to 1% and more than 700, mainly 
school districts, have done so. 

16Counties and cities levy a tax of 1/3 the State tax 
(5#/wQ 

17 Counties are authorized to levy a 1% real estate sales 
tax; all 39 counties have done so. 

Source: U.S. Bureau of the Census, Detail of State Tax 
Collections in 1963; and U S .  Commissioner of Internal 
Revenue, Annwl R e v ,  1963. (Pub. No. 55.) 



each S t a t e  f o r  1962 was estimated from s a l e s  data  reported by the  
Bureau of the  Census i n  i t s  1962 Census of Governments, discounted 
10 percent  f o r  assumed mortgages, and t h e  Federal r a t e  applied t o  
the  res idua l .  This would ind ica te  a maximum Federal take of $35 
mi l l ion  from the  t ax  on conveyances. The State-by-State breakdown 
of t h a t  amount ( t ab le  4) ind ica tes  approximately t h e  amount each 
S t a t e  would have obtained from a r e a l  e s t a t e  t r a n s f e r  t ax  a t  the  
Federal r a t e  of 55 cents  per $500, exclusive of assumed mortgages. 

It i s  c l e a r  t h a t  the  bulk of the  Federal (as well  a s  Sta te)  
documentary t ax  revenues i s  derived from the  taxes on s e c u r i t i e s  
t ransact ions .  Real e s t a t e  t r a n s f e r  taxes,  a s  cur ren t ly  imposed by 
the Federal Government and by some S t a t e s ,  have l i t t l e  revenue 
impact. The i n t e r e s t  i n  them derives from t h e i r  poss ib le  usefulness 
i n  connection with assessment-sales r a t i o  s tudies  f o r  property t ax  
administrat ion purposes. 



TABLE 4. - FEDERAL DOCUMENTARY STAMP TAXES COLLECTED, BY STATE, 1962 

State 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Virginia 
Washing ton 
West Virginia 
Wisconsin 
Wyoming 

Total 

(in thousands) 

Total L1 
- - 

Conveyances 2/ 
(deeds) 

Other 

See footnotes on next page. 



TABLE 4.-FEDERAL DOCUMENTARY STAMP TAXES COLLECTED, BY STATE, 1962 (Concl'd) 

n .a .  - Data not a v a i l a b l e .  

Excludes r e c e i p t s  from stamp taxes  on playing cards and 
s i l v e r  b u l l i o n  t r a n s f e r s .  

Estimated on t h e  b a s i s  of d a t a  i n  t h e  Census Bureau r e p o r t ,  
Taxable Property Values, (1962 Census of  Governments, 
0 1  I ) .  The t t t o t a l "  est imated s a l e s  p r i c e  of s o l d  r e a l  
p r o p e r t i e s  during a  six-month per iod ,  1961, f o r  each s t a t e  
was mul t ip l i ed  by two, a r b i t r a r i l y  discounted 10 percent  
f o r  assumed mortgages, divided by $500 and m u l t i p l i e d  by 
55 cen t s .  

The D i s t r i c t  of Columbia and Maryland a r e  repor ted  a s  a  
u n i t  by t h e  Commissioner of I n t e r n a l  Revenue. The da ta  
a r e  separa ted  on the  b a s i s  of t he  1960 census of  populat ion.  

D e t a i l  does not  add t o  t o t a l  because of u n a v a i l a b i l i t y  of 
da t a  f o r  Alaska. 

Commissioner of I n t e r n a l  Revenue, Annual Report 1962, 
Table 1, pp. 140-141; es t imate  of conveyance taxes  by s t a f f  
of Advisory Commission on Intergovernmental Rela t ions .  



4. The states' Interest in Real Estate Transfer Taxes 

The Internal Revenue Code requires that a tax be paid on every 
piece of real estate that is sold, at the rate of 55 cents per $500 
of the consideration, exclusive of any assumed mortgages. As 
alrdady noted, the tax is paid by the purchase of Internal Revenue 
stamps, which must be affixed to the deed. 

When the tax is computed accurately and the proper amount of 
stamps attached to a deed document the stamps provide an indication -- 
usually the only indication on the deed -- of the price (or transfer 
consideration) paid for real estate. This selling price information 
is useful to tax administrators concerned with the assessment of real 
estate for property tax purposes. 

The most widespread use by the States of the Internal Revenue 
stamps attached to deed documents is in connection with assessment- 
sales ratio studies. In essence, an assessment ratio study compares 
the selling price of real estate with its assessed value in order to 
estimate the level in relation to "fair" or "market" value at which 
real property is assessed for property tax purposes in a particular 
taxing jurisdiction. This measure is called the "assessment ratio." 
Although almost all State property tax laws require uniform assessment, 
usually at full value, this requirement is more often than not honored 
in the breach. Thus, even in the same State, assessment ratios for 
local jurisdictions vary considerably. This problem is discussed in 
some detail in another report of this Commission. 11 

This interjurisdictional variation in assessment levels poses 
numerous problems, the solution of which can be aided by the data 
that result from assessment ratio studies. Their usefulness for im- 
proving the property tax has long been recognized by State tax 
administrators. This Commission has enumerated some of the uses to 
which the findings of assessment ratio studies can be put, including: 
disclosure of the degree of compliance with the legal basis of 
assessment; guidance for the individual taxpayer in determining the 
equity of his assessment; disclosure of full value of taxable property 
as one index of community fiscal ability; aid in the development of 
reliable measurement standards that use taxable valuations as a base; 
guidance for the equalization of State and local assessing; and 

11 Advisory Comission on Intergovernmental Relations, The Role of - 
the States in Strengthening the Property Tax, (A-17), June 1963, 
vol. 1. 



indication of interarea nonuniformity in assessment to permit 
equitable distribution of taxes in taxing districts identified with 
more than one assessing area, and equitable distribution of State 
aid. 1/ The national organization of State Tax Administrators has 
elaborated on the "equalization" aspects of assessment ratio studies. 2/ 

Railroads and other public utilities, whose property holdings 
are generally assessed on a unitary basis by the States but are taxed 
at local property tax rates, have long been concerned with the inter- 
area differences in assessment levels. 21 They have usually 
contended that the States assess public utility properties at close 
to full value while the local jurisdictions' property tax rates are 
levied on the basis of various fractional values, and that as a result 
the utilities are relatively overtaxed. Much litigation has resulted 
from these contentions and the utilities have themselves conducted 
assessment ratio studies to bolster their case. 

Over the past several decades the courts have come to recognize 
that officials may not achieve uniform assessments and the legal 
requirements of full value and they have increasingly granted judicial 
relief to taxpayers able to demonstrate systematic and substantial 
relative overassessment. o he quest for equality in assessment has 
been spurred by the recent increases in property tax rates and liti- 
gation clarifying the right of overassessed taxpayers has developed 
in practically every State. 

The usefulness, indeed the necessity, of measuring the level of 
local assessments is thus widely acknowledged and such measurements 
are now being developed routinely by many States. There are two 
generally accepted 
the assessments of 
various classes of 

methods of accomplishing this: either by comparing 
properties selected at random from among the 
property with the independent and professional 

Ibid., p. 51. 

National Association of Tax Administrators, Equalization Programs 
and Other State Supervisory Activities in the Property Tax Field, 
Federation of Tax Administrators, Chicago, 1957, footnote 17, 
table 111. 

For explanation and discussion, see Committee on Unit Valuation, 
National Association of Tax Administrators, Appraisal of Railroad 
and Other Public Utility Property for Ad Valorem Tax Purposes, 
Federation of Tax Administrators, Chicago, 1954. 



market va lue  appra i sa l  o f  t h e  same p rope r t i e s ;  o r  by conducting 
assessment-sales  r a t i o  s tud ie s .  These methods of computing a s ses s -  
ment l e v e l s  have been compared many times and i f  capably done e i t h e r  
method g ives  r e l i a b l e  r e s u l t s .  The assessment-sales r a t i o  s tudy 
method, however, i s  s impler ,  quicker ,  and l e s s  expensive. It i s  
the re fo re  most widely used. 

I n  1956 a t  l e a s t  20 S t a t e s  were conducting s ta tewide  assessment 
r a t i o  s t u d i e s  annual ly,  3 o the r s  b i enn ia l ly ,  whi le  another  S t a t e  made 
a spec ia l  study t h a t  year .  2/ Of these ,  12 used s a l e s  da t a  only, 
3 a p p r a i s a l  da t a  only and 9 used both types of da t a .  Statewide and 
l o c a l  i n t e r e s t  i n  t h e  use of s a l e s  r a t i o  da t a  has been increas ing ,  
and more than h a l f  of t he  S t a t e s  and t h e  D i s t r i c t  of Columbia a r e  now 
conducting assessment r a t i o  s t u d i e s  on a r egu la r  b a s i s  ( t a b l e  5). 3/ 

An assessment-sales  r a t i o  study t y p i c a l l y  involves drawing a 
sample of  t r a n s f e r r e d  p r o p e r t i e s  from t h e  deed records and developing 
the  necessary s a l e s  p r i c e  and assessed  va lue  da ta  pe r t a in ing  t o  those  
p rope r t i e s .  Addit ional  information is  a l s o  needed about each sample 
t r ansac t ion ,  such a s  t h e  r e l a t i o n s h i p  between t h e  buyer and s e l l e r ,  
s p e c i a l  circumstances surrounding the  s a l e ,  e t c . ,  t o  make s u r e  i t  
was a bona f i d e  arm's length  s a l e  involving a w i l l i n g  buyer and a 
w i l l i n g  s e l l e r .  4/ 

By t r a d i t i o n ,  t he  l e g a l  documents f i l e d  i n  connection wi th  
r e a l t y  t r a n s f e r s  do not  i n d i c a t e  the  a c t u a l  p r i c e  paid,  bu t  merely 
r e c i t e  some nominal cons idera t ion  such a s  "One d o l l a r  and o t h e r  

For a r ecen t  j u d i c i a l  recogni t ion  of t h i s ,  see: The People ex 
r e 1  Mike Wenzel, County Col lec tor  Chicago and North Western - 
Railway Company, Docket Nos. 37584-85-86-87, Supreme Court of 
~ l l i n o i s ,  May 1963. 

National  Associat ion of Tax Administrators ,  Equal iza t ion  Programs 
and Other S t a t e  Supervisory A c t i v i t i e s  in' t h e  Property Tax F i e l d ,  
Federa t ion  of  Tax Administrators ,  Chicago, 1957. 

See Advisory Cormnission on Intergovernmental Rela t ions ,  x. c i t . ,  
Vol. 2, f o r  b r i e f  accounts of t he  assessment r a t i o  s t u d i e s  being 
conducted by t h e  seve ra l  S t a t e s .  

The procedures a r e  described i n  d e t a i l  i n  Cormnittee on Sales  Ra t io  
Data, National Associat ion of Tax Administrators ,  Guide f o r  Assess- 
ment-Sales Rat io  S tudies ,  Federat ion of Tax Administrators ,  
Chicago, 19%. 



TABLE 5. - STATES CONDUCTING PERIODIC ASSESSMENT RATIO STUDIES 

Arizona 

Arkansas 

California 

Colorado 

*Dist. of Columbia 

*Florida 

Hawaii 

Illinois 

**Indiana 

Kansas 

Kentucky 

*Maryland 

Michigan 

*Minnesota 

Missouri 

Nebraska 

Nevada 

New Jersey 

New York 

North Dakota 

Oregon 

fcPennsylvania 

Rhode Island 

South Dakota 

Utah 

Wirginia 

*Washington 

Wisconsin 

NOTE: In most instances the States rely on sales data, sometimes 
supplemented by appraisals. Some States, notably California 
and Michigan, rely entirely or almost entirely on appraisal 
data. 

*Imposes a real estate transfer tax. 

**Imposes a limited real estate transfer tax. 



valuable  cons idera t ion .  I f  However, those i n t e r e s t e d  i n  s a l e s  p r i c e s  
f o r  assessment r a t i o  s t u d i e s  quickly discovered t h a t  t he  p r i c e  could 
be computed from the  t a x  payment ind ica t ed  by t h e  I n t e r n a l  Revenue 
stamps a t t ached  t o  t h e  deed. The f a c t  t h a t  assumed mortgages were 
excluded from t h e  t a x  computation complicated the  procedure, f o r  
t h i s  necess i t a t ed  checking mortgage records when t h e  deed ind ica t ed  
assumption of a mortgage. 

Inves t iga to r s  examining t h e  deed records f o r  assessment r a t i o  
s t u d i e s  have found numerous ins tances  where I n t e r n a l  Revenue stamps 
should have been a t t ached  but were not .  And even when stamps were 
a t tached,  t h e  s a l e s  p r i c e  es t imates  derived from them o f t e n  i n d i -  
ca ted  p r i c e s  t h a t  on f u r t h e r  i nves t iga t ion  were found t o  be inaccura te .  

Since t h e  accuracy of t h e  s e l l i n g  p r i c e  i s  c r u c i a l  t o  t h e  
v a l i d i t y  of  t h e  f indings  of an  assessment-sales r a t i o  s tudy,  e f f e c t i v e  
use of Federal  t ax  stamps t o  compute t h e  p r i c e  i s  l imi t ed  by poor 
compliance, a s  wel l  a s  by the  exemption of assumed mortgages. S t a t e  
t a x  admin i s t r a to r s  charged wi th  conducting r a t i o  s t u d i e s  have been 
concerned wi th  t h i s  problem f o r  decades. l-/ 

Both understamping and overstamping o f t e n  r e s u l t  from mis in t e r -  
p r e t a t i o n  of t h e  assumed mortgage exclusion. I n  some ins t ances ,  t h e  
va lue  of a mortgage may be excluded whether i t  i s  assumed by t h e  
purchaser  o r  a new mortgage i s  placed. I n  o t h e r  in s t ances ,  stamps 
a r e  a t t ached  f o r  t h e  f u l l  p r i c e ,  j u s t  t o  be on t h e  s a f e  s i d e .  I n  
add i t ion  t o  the  d iscrepancies  a r i s i n g  from misunderstanding of t h e  
s t a t u t e s  t h e r e  a r e  cases where t h e  s e l l e r  has d e l i b e r a t e l y  increased  
t h e  amount of t ax  stamps on a t r ansac t ion  t o  g ive  t h e  impression t h a t  
the  s e l l i n g  p r i c e  involved i s  higher  than the  a c t u a l  amount paid.  
When t h e  r e a l  e s t a t e  market i s  very a c t i v e  and r e s a l e s  of t h e  same 
property occur f requent ly ,  subdiv is ion  developers have been known t o  
11 overstamp" f o r  the  purpose of ove r s t a t ing  t h e  p r i c e  paid f o r  a 

property.  

The Federal  ~ove rnmen t ' s  t a x  system i s  predica ted  upon s e l f -  
assessment wi th  spot  a u d i t s  by the  I n t e r n a l  Revenue Service.  I t  i s  
reasonable t o  expect t h a t  t h e  enforcement e f f o r t s  of t h e  I n t e r n a l  
Revenue Serv ice  a r e  concentrated on those taxes t h a t  y i e l d  t h e  bulk 
of t h e  revenue -- personal  and corpora te  income taxes ,  i nhe r i t ance  
and e s t a t e  t axes ,  and manufacturers '  exc i se  taxes .  The i n s i g n i f i c a n t  

1 For some record of  t h i s ,  see: George W.  Mi tche l l ,  "Using Sales  - 
Data t o  Measure t h e  Quali ty  of Property Tax Administrat ion,"  
National Tax Journal ,  Vol. 1, p. 336, Dec. 1948. 



y i e l d  of the  low f r a c t i o n a l  r a t e  conveyance stamp t a x  makes i t  
unpro f i t ab le  t o  pu t  even token resources i n t o  i t s  enforcement which 
would r e q u i r e  aud i t ing  e f f o r t s  i n  some 3,000 county courthouses. 
Therefore,  r e l i a n c e  i s  placed upon the  voluntary  purchase of t a x  
stamps, mainly by lawyers and r e a l t o r s .  The argument t h a t  S t a t e s  
de r ive  use fu l  by-product information from t h e  t a x  i s  poor j u s t i f i -  
ca t ion  f o r  r e t a i n i n g  a t a x  t h a t  has l i t t l e  revenue s i g n i f i c a n c e  
and no regula tory  purpose. 

Furthermore, S t a t e s  have access  t o  o t h e r  means of  obta in ing  
information on the  s e l l i n g  p r i c e  of r e a l  e s t a t e .  A number of S t a t e s  
and t h e  Bureau of t h e  Census o b t a i n  t h e  information requi red ,  by 
ques t ionnai re ,  from t h e  p a r t i e s  t o  t h e  t r ansac t ion .  This has been 
found t o  produce s a t i s f a c t o r y  r e s u l t s .  The ques t ionnai re  serves  
a l s o  t o  o b t a i n  o t h e r  kinds of information needed f o r  t h e  r a t i o  
s t u d i e s ,  such a s  t h e  r e l a t i o n s h i p  between buyer and s e l l e r ,  t h e  va lue  
of any personal  property included i n  the  s a l e ,  and any unusual c i r -  
cumstances surrounding t h e  s a l e .  For i t s  1962 Census of Governments, 
t h e  Census Bureau obta ined  responses from over  90 percent  of t h e  
154,000 p a r t i e s  t o  r e a l  e s t a t e  t r ansac t ions  i t  s o l i c i t e d  f o r  i n f o r -  
mation. L/ 

Another means S t a t e s  have a t  t h e i r  d i sposa l  i s  t o  enac t  t h e i r  
own r e a l  e s t a t e  t r a n s f e r  t axes ,  A s  has been ind ica t ed ,  12 S t a t e s  
and t h e  D i s t r i c t  of Columbia, a s  we l l  a s  a number of  l o c a l  governments 
i n  5 a d d i t i o n a l  S t a t e s ,  have done so.  A r e a l  e s t a t e  t r a n s f e r  t a x  i s  
p a r t i c u l a r l y  we l l  s u i t e d  t o  S t a t e  admin i s t r a t ion  through l o c a l  
o f f i c i a l s .  Counties a r e  c r e a t u r e s  of  t h e  S t a t e ,  and t h e i r  o f f i c i a l s  
a r e  u t i l i z e d  i n  many a r e a s  a s  agents  i n  enforcing S t a t e  laws. Those 
S t a t e s  t h a t  have l e v i e d  t h e i r  own r e a l  e s t a t e  t r a n s f e r  taxes  can and 
do r e q u i r e  t h e  l o c a l  recorders  t o  enforce t h e  law, Almost without  
exception,  t h e  S t a t e  r e a l  e s t a t e  t r a n s f e r  t a x  laws r e q u i r e  t h e  recorder  
t o  v e r i f y  t h a t  t h e  S t a t e  t a x  has been pa id  be fo re  he  can accept  t h e  
deed f o r  recorda t ion .  I n  many ins t ances  t h e r e  i s  a penal ty  f o r  
noncompliance. 

Pennsylvania,  West V i rg in i a ,  and t h e  D i s t r i c t  of Columbia r e q u i r e  
t h e  p a r t i e s  t o  a r e a l  e s t a t e  t r a n s a c t i o n  t o  submit a sworn a f f i d a v i t  
a s  t o  t h e  s e l l i n g  p r i c e  of t h e  proper ty ,  The West V i rg in i a  law con- 
t a i n s  t h e  following provision:  21 

1/ U. S . Bureau of t h e  Census, Taxable Property Values, 1962 Census - 
of Governments, Vol. 11, p. 16. The ques t ionnai re  used by t h e  
Census Bureau i s  reproduced on pages 20 and 21 of t h a t  r e p o r t .  

W. Va. Code 
-9 Sec. Act 22, 



"When o f fe red  f o r  recording.. .each instrument  
sub jec t  t o  t h e  t a x  a s  he re in  provided s h a l l  
have appended on t h e  f a c e  o r  a t  t h e  end the reo f ,  
a s tatement  o r  dec la ra t ion  signed by t h e  g ran to r ,  
g ran tee  o r  o t h e r  respons ib le  pa r ty  f a m i l i a r  w i th  
t h e  t r ansac t ion  t h e r e i n  involved dec lar ing  t h e  
cons idera t ion  pa id  f o r  o r  t he  va lue  of  t h e  proper- 
t y  thereby conveyed. . . . '' 

The S t a t e s  could, i f  they were so inc l ined ,  t i e  t h e i r  r e a l  e s t a t e  
t r a n s f e r  taxes  d i r e c t l y  t o  assessment-sales  r a t i o  s t u d i e s .  A/ However, 

1/ Colorado d i d  t h i s  when i t  enacted t h e  Real ty Recording Act i n  - 
1957. The recording f e e  under t h i s  law was nominal -- only 1~ per  
$100 o f  va lue  -- bu t  t h e  law requi red  t h e  county c l e r k  and the  
county a s ses so r  t o  r e p o r t  each r e a l  e s t a t e  t r a n s a c t i o n  t o  t h e  Legis- 
l a t i v e  Council which was author ized  t o  conduct assessment r a t i o  
s t u d i e s  pr imar i ly  f o r  t he  information t h a t  was needed i n  connection 
wi th  t h e  S t a t e  school a i d  program. Sec t ion  118-6-31 of t h e  Colorado 
Revised S t a t u t e s ,  1953 (1960 Supplement) reads a s  follows: 

D i spos i t i on  of records 

( l ) ( a )  The c l e r k  and recorder  of each county, on o r  before  
t h e  f i f t e e n t h  day of each month: 

(b) Sha l l  f i l e  wi th  t h e  county a s ses so r  a11 c e r t i f i c a t e s  
submitted t o  him pursuant t o  the  provis ions  of s e c t i o n  
118-6-25 together  wi th  the  d a i l y  records provided f o r  i n  
s e c t i o n  118-6-30; 

(2) (a) The county a s ses so r  f o r  each county, o r  h i s  deputy, 
on o r  before  the  l a s t  day o f  each month: 

(b) Sha l l  e n t e r  on t h e  d a i l y  records received from t h e  
c l e r k  and recorder  t h e  assessed  va lue  of the  r e a l  e s t a t e  
l i s t e d  i n  such d a i l y  records  and a c e r t i f i c a t e  subscribed t o  
under oa th ,  t h a t  such assessed  va lues  a r e  t r u e  and c o r r e c t ;  

(c) Sha l l  f i l e  w i th  the  l e g i s l a t i v e  counci l  a copy of  
each document received from t h e  c l e r k  and recorder  i n  
accordance wi th  t h e  provis ions  of s ec t ions  118-6-21 t o  
118-6-33. 

The Colorado Real ty  Recording Act was repealed by the  1963 Legis- 
l a t u r e .  



even i f  t h e r e  i s  no d i r e c t  r e fe rence  i n  t h e  S t a t e  r e a l  e s t a t e  t r ans -  
f e r  t a x  law t o  assessment-sales  r a t i o  s t u d i e s ,  t h e  evidence of t a x  
payment a t t ached  t o  t h e  deed i s  a  mat te r  of pub l i c  record ,  and t h e  
S t a t e  o r  any indiv idual  wishing t o  use t h i s  evidence t o  compute t h e  
s e l l i n g  p r i c e  from t h e  t a x  i s  a t  l i b e r t y  t o  do so .  S i x  of t he  
S t a t e s  and t h e  D i s t r i c t  of  Columbia wi th  t h e i r  own r e a l  e s t a t e  
t r a n s f e r  taxes  conduct r egu la r  assessment-sales  r a t i o  s t u d i e s ,  
u t i l i z i n g  t h e  t a x  a s  one t o o l  f o r  t h i s  purpose. On the  o t h e r  hand, 
t h r e e  of  t h e  S t a t e s  t h a t  develop outstanding assessment r a t i o  da t a  -- 
Wisconsin, New Jersey ,  and New York -- have not  found i t  necessary 
t o  r e l y  on t a x  information,  p r e f e r r i n g  t o  s o l i c i t  t h e  s e l l i n g  p r i c e  
and r e l a t e d  information d i r e c t l y  from the  p a r t i e s  t o  r e a l  e s t a t e  
t r a n s a c t  ions.  

To summarize, t he  s t a t e s '  need f o r  v a l i d  ;eal e s t a t e  market 
va lue  information (as measured by s e l l i n g  p r i ces )  could be  met by an  
adequately enforced, broad-based Federal  t a x  on conveyances. A s  a  
p r a c t i c a l  mat te r ,  however, an adequately enforced Federal  conveyance 
t ax  law i s  not  r e a d i l y  reconci led  wi th  r a t i o n a l  a l l o c a t i o n  of en- 
forcement resources .  Furthermore, o t h e r  means a r e  a v a i l a b l e  t o  t h e  
S t a t e s  f o r  obta in ing  r e a l t y  market va lue  information, including t h e  
use  of ques t ionnai res  and enactment of t h e i r  own r e a l  e s t a t e  t r a n s f e r  
taxes .  
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