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SECOND TENTATIVE DRAFT

UNIFORM DIVISION éF INCOME FOR TAX PURPOSES ACT

SECTION 1, Asgused in this Act, unless the context
otherwise requires:. . |

(a) "Business income" means income arising from trans-
actions and activity in the regular course of the taxpayer's
trade or buslness aﬁaiincludes income from tanglble and
intangible property 1@ the acquisition, management, and dis-
position of the prOpeéty constitute integral parts of the
taxpayer's regular trédevor business operations,

(p) "Commercial domicile" means the principal place
from which the trade or business of the taxpayer 1s directed
or managed, | |

(c) "Compensation" means wages, salaries, commissions
and any other form of remuneration pald to employees for
personal services,

(d) '"Financial organization" means any bank, trust com-
pany, savings bank, [indﬁstrial.bank, land bank, safe deposit
company,] private banker, savings and loan aseoclation, credit
union, [cooperative bank], investment company, or any type of
insurance company,

(e) "Non-business income" means all income other than
business income,

(£) "Public utility" means [any business entity which
owns or operates for public use any plant, equlpment, property,
franchise, or license for the transmission of communicatidns,}

transportation of goode or persons, or the production,
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storage, transmis?ion, sale, delivery, or furnishing of
electricity, water; steam, oll, oil products or gas, )
Note: Each state may wish to enact separate
legislation to apportion and allocate
the income of taxpayers subject to the
control of ite regulatory bodies,
(g) "Sales" means all gross recelpts of the taxpayer
not allocated under sections 4 through 9 of this Act,
(h) "State" means any state of the United States, the
District of Cqumbia3 the Commonwealth of Puerto Rico, any
territory or possession of the Unlted States, and any foreign

country or political suldivision thereof,

SECTION 2, Any taxpayer having income from business
activity which is taxable both within and wlthout this state
[other than activlty as a financial organization or public
utility or the rendering of purely personal ser¥lces by an
individual] shall allocate and apportion his net income as
provided in this Act, ,

SECTION 3, For purposes of allocation and apportionment
of income under this Act, a taxpayer is taxable 1n another
state if (1) in that state he is sublect to a net income tax,
a franchise tax measured by net income, a franchise tax for
the privilege of doing business, or a corporate stock tax,
or (2) that state has jurisdiction to subject the taxpayer
to a net income tax regardless of whether, in fact, the state

does or doeg not,
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‘ SECTIOﬁ L, Rents and royalties from real or tangible
personal proférty, éapital gains, interest, dlvidends, or
patent or coﬁyright royalties, to the extent that they con-
stitute non—b%siness income, shall be allocated as provided

in sectlons 5 ‘through 9 of thie Act.

SECTION 5. (a) Net rents and royalties from real or
immovable tanglble personal property located in thils state
are allocable to this state.

(b) Net rent and royalties from movable tangible per-

* sonal property are allocable to this state:

(1) if and to the extent that the property is
utilized in this state, or

(2) in their entirety if the taxpayer's commer-
cial domicile is in this state and the taxpayer 1is

not organized under the laws of or taxable in the

state in which the property is utilized.

(¢) The extent of utilization of movable tangible per-
sonal property in a state is determined by multiplying the
rents and royalties by a fraction,.the nunerator of which is
the number of days of physical location of the property in
the state during the rental or royalty period in the taxable
year and the denominator of which is the number of days of
physical location of the property everywhere during all
rental or royalty periods in the taxable yeaf. If the physi-
cal location of the property during the rental or royalty
period is unknbwn or unascertalnable by the téxpayer, movable

tangible personal property is utilized in the state in which
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the property was located at the -time the rental or royalty

payer obtained possession,

SECTION 6. (a) Capital gains and losses from sales
of real and immovable ?angible personal property located in
this state are allocable to this state,

(b) Capital gains and losses from sales of movable
tangible personal property are allocable to this state if

| (1) the property had a situs in this state at
the time of the sale, or
(2) the taxpayer's commercial domicile is in-
this state and the taxpayer 1s not taxable 1n the
state in which the property had a sltus.

(c) Capital gains and losses from sales of 1ntangihﬂe

personal property are allocated to this state if the tax-

payer's commercial domicile 1s in this state.

SECTION 7. Interest and dividends are allocable to
this state if the taxpayer's commarcial domicile is in this

state,

SECTION 8, (a) Patent and copyright royalties are
allocable to this state: |
| (1) if and to the extent that the patent or
copyright is utilized by the payer in this state, or
(2) 1f and to the extent that the patent or
copyright is‘utilized by the payer in a state in
which the taxpayer 1ls not taxabie and the taxpayer's

commercial domicile is in this state.
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(b) A patent is utilized in a state to the extent thét;
it is employed in p;oduction, fabrication, manufacturing, or
other processingéan.the state or to the exteﬁt that a
patented product?isfproduced in the etate, If the basis of
recelpts from paﬁént royaltiés does not permit allocation to
states or 1if the ab?ounting procedures‘do not reflect states
of utilization, thé{patent 18 utilized in the state in which
the taxpayer's commercial domicile 1s located.

(¢) A copyright is utilized in a state to ﬁhe extent
that printing or Stﬁer publication originates in the state,
If the basis of recelpts from copyright royaltles does not
permit allocation to states or if the accounting procedures
do not reflect states of utilization, the copyright is
utilized in the state in which the taxpayer's commercial

domicile is located.

SECTION 9, All bueiness income shall be apportioned to
this state by multiplying the income by the percentage
derived by use of the following formula:

Property Factor plus Payroll FPactor plus Sales Factor

SECTION. 10, The property factor is a fraction, the
numerator of which 1s the average value of the’taxpayer's
real and tanglble personal property owned or reénted and used
in this state during the tax period and the denomlnator of
which is the average value of all the taxpayer's real and
tangible personal property owned or rented and used during

the tax period.
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SECTION 11, Property owned by the taxpayer is valued

at 1ts original cost. Property rented by the taxpayer 1s

~ valued at eight timee the net annual rental rate., Net

annual rental rate 1s the annual rental rate pald by the
taxpayer less any annual rental rate recelved by the tax~

payer from sub-rentals,

SECTION 12, The average value of property shall be

determined by averaging the values at the beginning and

“ending of the tax period but the [tax administrator] may

require the averaging of monthly values during the tax
period if reasonably réquired to reflect propérly the aver-

age value of the taxpayer's property.,

SECTION 13. The payroll factor is a fraction, the
numerator of which is the total amount paid in this state
during the tax period by the taxpayer for compensation, and
the denominator df which is the total compensation pald

everywhere during the tax period,

SECTION 14, Compensation is paid in this state if:

(a) the individual's service is performed entirely
within the state; or

(b) the individual's service is performed both within
and without the state, but the service performed without
the state is incidental to the individualls service within
the state; or

(c) some of the service 18 performed in this state and
(1) the base of operationé or, if there is no base of opera~

tions, the place from which the service is directed or

—6—



11
12
13

14

W& Wy

[
O

0O 3 O U oFWodD M

(Vo TN > JENE S BURI S RN U, SER - VS B\ L

controlled is in this state, or (2) the base of operations
or the place from which the service 1s directed or controlled
15 not in any state in which some part of the service 1s

performed, but the individual's residence 1s in this state,

SECTION 15. The sales factor is a fraction, the numer-
ator of which is the total sales of the taxpayer in this
state durlng the'taX'period, and the denominator of which
is the total sales oft the taxpayer everywhere during the

tax period,

SECTION 16, Sales of tangible personal property are in
this state 1if:

(a) the property is delivered or shipped to a purchaser,
other than the United States government, within this state
regardless of the f.o,b, polnt or other conditions of the
sale} or

(b) the property is shipped from an office, store, ware-
house, factory, or other ﬁlace of storage in this state and
(1) the purchaser is the United States government or (2) the

taxpayer is not taxable in the state of the purchaser,

SECTION 17, Sales, other than sales of tangible personal
property, are in this state if:

(a) the income-producing activity is performed in this
state; or

(p) the income-producing activity is performed both in

and outside this state and a greater proportion of the income-

producing activity 1s performed in this state than in any

other state, based on costs of performance.

e o
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SECTION 18, If the allocation and apportionment provi-
sions of this Act do not relate to the class of business in
which the taxpayer is engaged or do not fairly represent the
extent of the taxpayer's business activity in this state,
the taxpayer may petition for or the [tax administrator] may
require, in respect to all or any part of the taxpayer's
business activity, 1if reasonable:

(a) separate accounting;

(p) the inclusion of any one or more of the factors;

(¢) the inclusion of one or more additional factors
which will fairly represent the taxpayer's business activity
in this state; or

(a) the employment of any other method to effectuate an
equitable allocation and apportionment of the taxpayer!'!s

income,

SECTION 19, This Act shall be so construed as to effec-
tuate 1ts general purpose to make uniform the law of those

states which enact 1t,

SECTION 20, This Act may be cited as the Uniform Divi-—

sion of Income. for. Tax Purposes Act.

SECTION 21. [The following acts and parts of acts are
heredby repealed:
(a) |
(b)
(c) | .]

SECTION 22, This Act shall take effect . « . « « « o &
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