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Proceedings in Committee of the Whole
Uniform Division of Income for Tax Purposes Act
Tuesday Morning, July 9, 1957
Mr. Joe C. Barrett, of Arkansas, presiding;
Mr., George V. Powell, Washington, presenting the Act,

CHAIRMAN BARRETT: The Chairman of the Drafting

"~ Committee, Mr., George V. Powell, of Seattle, Washington, will

have charge of the presentation of thié Act,in Committee of
the Whole.

MR. POWELL: Thank you, Mr. Chairman,

You will recall that;this Act was considered by
the Conference at its meeting in Dallas.

Briefly, the background of this Act is that it was -

recommended by the Council of State Governments, that is,

- that an act on this subject be prepared, and also by a

committee of the American Bar Association.

The purpose of the Act is to prov1de a means where-

by the income tax laws of ‘the’ various states can be appor-v

tioned so that the impaot of the tax is such that no corpora-
tion pays tax on more than 100 per cent of its income., As
the situation now is, some corporations are taxed in various
states and’there'are different formulae for apportionnent

with the result that the taxes are imposed on what amounts .
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to more than 100 per cent of a corporation's income, 1t is
to avoid that, that this Act is designed.

I think 1t would simpllfy it if we for the moment
passed over the Definitions Section and started with Section
2. |

Thefe is one thing aboutvthis Act that we mﬁst keep
in mind in going through it. First, it is not designedvfor
adoption in all of the 48 states. It is designed for adoption
only in those states which have taxes upon net income or which

are in some fashion measured by net income. Furthermore, it

| must be considered as a part of the income tax laws of the

state; It is not framed in that manner because of the variety
of laws in the several states, but in some way it must be
integrated with the income tax laws of the various states. It
in no way imposes abtax or relieves a corporation from a tax.
It does not amend the income tax law. All 1t does is appor-
tion the tax among the states. It governs the impact of the
tax laws but not whether or not a corporation is takable. |
SECTION 2: Any taxpayer having income from
‘business activity which is taxable both within and
lwithout this state [other than activity as a financial
organization or publlc utility or the rendering of pure-

1y personal ‘serviees bywan individual] shall allocate
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and apportion his net income as provided in this Act.
The Section has agreed to delete the brackets in
lines 3 and 5 and insert in lieu thereof commas, so that there
will be no brackets, and the language starting "other than

activity" down through "individual" will be a part of the

“text.

CHAIRMAN BARRETT: Is there any comment on Section
2?2 Hearing none, we wili proceed to Section 3.
MR, POWELL:

SECTION'S. ﬁFor purposes of allocation and appor-
tionment of income under this Act, a taxpayer is taxable
in another state if (1) in that state he is subject to
a net income tax, a franchise tax measured by net in-
come, a franchise tax for the privilege of doing busi-
ness, 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
does not.,

CHAIRMAN BARRETT: Are there any comments on

Section 3? You are moving very well, Mr.bPowell.
MR. COLBY: When you say "a franchise tax for the
privilege of doing business" even though a state had a

franchise tax for the purpose of doing business, this Act
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would not be applicable if there were no net income, is that

- ecorrect?

MR. POWELL: No, that is not correct. It is not a

question of whether this Act is applicable or not. The words

“here afe "a taxpayer is taxable." That 1s another concept

- whiCh'we‘haVe in this Act which we must keep in mind. This

Acti}iil be adqpted‘only in a s#éﬁe'whiCh had a net income»'
tax,-bﬁt for purposes of this Act we éssume that a net incomé
taX‘is possiblé‘in all of the 48 states, and that a taxpayer
is taxable, we cohsider, in_each dfvthe 48 states whether or

not there be a tax. The language here "a franchise tax for

_'tné‘privilege of doing business” or "a corporate stock tax"

is largely in"héré'fdf”purpoées"of clarification of the con-

Clause (2) which s4ys'"thatastate has jurisdiction
to su?ject,thgdﬁaxﬁayé%fto a net income tax regardless of

Whether, in fact; the state does or-does not," is really the

“operative part of the Section. The other is just to clarif&

the meaning, I would think.

CHATRMAN BARRETT: Are there further comments on

~Section 37

‘MR, HAVIGHURST: I would like to go back briefly

to Section 2 and suggest that perhaps,the wbrding might be




reconsidered.

In a sense Section 18 does provide for allocationr
of apportionment for national organlzations and public util-
ities,Aand therefore “as provided in this Act" does not seem
to me to be quite correct because Section 18 is part of the
Act also; I would like to make that as a suggestion.

MR. POWELL: I am not sure that Section 18 will
permit the allocation or apportionment of income‘of financial
organizations and public utilities because I think Section 18
says it does not apply to thoSe.

MR, HAVIGHURST: Maybe it would be better to defer
this until we come to Section 18,

MR. POWELL: I think perhaps it would.

MR, HOWAﬁD: Do I understand in lines 7 and 8,
Section 3, that that refers to whether or not the'state»does
or does'not apply a tax, an income tax? Is that what that
language means?

MR. POWELL: Yes.

MR, HOWARD: I don't think that is clear.

' MR. POWELL: What it means is whether in fact the
state does or does not subject the taxpayer to a net income

tax.

MR, McKENZIE: Mr. Chairman, in line 7 of Section 3,




I don't see what the language "regardless of whether, in

fact, the state does or does not" add to the meaning of the

Section. I think "that state has Jurlsdictlon to subJect

/
the taxpayer to a net income tax" suff101ent1y covers it.

- Although the state has the power, the state does not necessar-

ily have to exercise it to have this apply.,
MR. POWELL: ‘You are 100 per cent rlght Mr.

McKenzie,‘but, as.you will see when you get through this

‘thing, we have had a great deal of trouble with the word

"taxable" in here and the concept of due process and whether
or not a state does in fact have a net income tax law gets
sort of tangled up in here. This is purely~fer purposes of

clarificatlon. It is redundant but we feel 1t is desirable

o

- to make more clear what we are trying to say.

- CHATRMAN BA.}RRETT‘_; . If there are no other comments,
procesd bo Section b’ |
MR. POWELL: ‘. |
SECTION 4. Rents and royalties from real or
tangible personal property, capital gains, interest
dividends, or patent or copyright royalties, to the
extent that they constitute non-business income, shall
- be allocated as provided in sections 5 through 9 of this |

Act.
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»fCHAIRMAN BARRETT: Are there any comments on
Section 4?2 Where is Mr. Jenner.about his cross-references?

MR. McKENZI$; ‘He ﬁas gdne to 1unch.

'MR. POWELL: The Committee has noted that the
figure 9 ;hilihe 5:shduia be 8.It should.be secfions 5 through
8.

CHAIRMAN BARRETT: If there are no further comments
on 4; proceed to Section 5. | |

MR, POWELL:

SECTION 5. (a) Net rents and royaltiés'from real

or immovable tangible personal property located in
this state are allocable fo this state.
(b) Net rent and royalties from movable tangible
personal propérty are allocable to this staﬁe:
(l)»if and to the extent thét'the property is
utilized in this state, or '
| (2) in their entirety if the taxpayer's
commercial domicile is in this state and the tax-
payer 1s not organized undér the laws of or tax-
able in the state in which the property is utilized.
(¢) The extent of utilization of movable tangible
pefsohal property in a state is determinéd by multiply-

ing the rents and royalties by a fraction, the numeratar
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of which is the number-pf days of physical location of
the property.ih the state during the rental or royalty .
period in the taxable year and the denomihator of which
is the number of déys of physical location of the proper-
ty everywhere during all rental or.royalty periods in the
taxable year. If the physical location of the property
during'the rental or foyaity period is unknowﬁ or un-
ascertainable by the taxpayer, movable tangible personal
‘prbperty is utilized in the state in which the property
was located ét the time the rental or royalty payer
obtained possession,
CHAIRMAN BARRETT: Are there any comments on
Sectionﬁ5?.
| - MR, MERRiLL'[Oklahomé]: I ama liftle puzzled
abouf puftiﬁg tégé&hér part 6f éectioh 3 and that part of
Section 5 (bl,,sub—Sgctionv(Q), as to net royalties from
méVabi; téhgibié.§EESOnal pro§erty that are allocable in this
state;in%tgein;enxinéﬁﬁ;5if the taxpayer's commercial domicile
is in this state and the taxpayer is not organized under the
laws of or taxabie in the state in which the property is
utilized. When you go to Section 3, you say that the taxpayer
is taxed if the state has Jurisdiction to subject the taxpayer

to a net income tax regardless of whether or not the state has’




3Jurisdiction to tax the proceeds from the use of personal

property is used has Jurisdiction to tax the proceeds from

-and the owner of the property, and there might be some diffi-

impose a tax on the owner of the property. That 1s the situ-

a Jurisdiction to tax._ My understanding with respect to
property within the state is that the state in which that

the use of that property., It would seem to me that sub-
Section (2) of (b) in 5 is cancelled out by (2) in Section 3.
MR, POWELL: If you are right on your first premise,
that is so, but we were concerned that there may be questions,
situations, where the owner of the personal property lives in
a state other than the state in which the property is being
used. It is being rented to-someone‘else who is using it

there;‘and that may be the only contact between that state

culty about the jurisdiction of the state in which the proper-
ty is located to impose a tax on the oWner of the property
who resides in another state and has no other contact there-
with, It may be for just a transitory period that the proper-
ty is in the using state, and there»might be a due process

question as to whether that using stéte could successfully

ation we are trying to cover here,
- MR, MERRILL [Oklahoma]: If that situation arises,

I suppose it is all right to have that in.




MR. POWELLé hwevwere not quite willing to assume 1t

would’ not arise.' |
| MR. MERRILL [Oklahoma] My understanding 1is that‘it_,
would not arlse.tp!& o |

MR. POWELL° Probabl& you are right,»'bu't you are

falso aware that the law is a little uncertain on that subject
“1fand that is one. of the reasons for this Act. We were not
»willing to assume that the law was sufficiently settled ‘so

the question would never arise.‘“

CHAIRMAN BARRETT°' Mr Powell, the question will
arise and has arisen in- Paoific Fruit Express against Chaney;
an Arkansas case, whioh poses the very question that that E
clause is 1in there»for._ Are there further comments on
Section“S? If not; proceed with Section 6

MR. : POWELL.

SECTION 6 ”(ai&wcapital gains and losses from.'ﬂ'h}
fsales of real and immovable tangible personal property
”W,.located in this state are allocable to this state.
s (b) Capital gains and Jlosses from sales of movable
tangible persona; property are'allooable to this state
1fh* _ _ .
(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 is not taxable in the
" state in which the property had a situs.
(e) Capital gains and losses from sales of in-
téngiblé'persénai pfbpefty are allocaﬁle to this_state
ifﬂthg'taxpayéf§§ commercial domicile is in this state.
MR, McKENZIE: I don't quite understand what is
meant by "1mm0vable'téngiﬁle personal property." I am tryirg
to conceive Qf what tangible personal property is immovable;
MR. POWELL: There we get away from the law of
fixtures, as:to whether it 1s or is not a part of the real
property. We did»not want to get 1lnto that question. You
can say "whether it is real property or movable tangible
personal property."_ I think the purpose of the Comﬁittee
was to avoid any céntroversy about that.

MR. McKENZIE: It.seems to me that even though a

chattel might be affixed to real estate and be characterized

as a fixture, it still would be movable.
MR, POWELL: I think what the Committee has in mind,
and maybe we did use a poor choice of words but I don't know
of any alternative, is personal property ofléhe kind that is
customarily}moved, such as trucks and that sort of thing.‘

MR, McKENZIE: If it is your intention to cover




fixtures, why don't you say so?

MR. POWELL: Do you have any thoughts on that?

MR. PIERCE: As you know, in a number of states
there 1is some doubt as to a property law in respect'to tangi-
ble. personal property on the question of when it becomes a

part of the real property and when it does not. The wording

1s to cover those things that have a permanent situs in one

state. To remove them means the destruction‘of the property,
you might say, in the particular location.  Yet it may be
classified under the local law as "personalty" rather- than
"realty," and the broad language is used here to cover the
differences in the several states that are possible,

It is true that most tangible property will be
mdvable, but it is’only to differentiaté this case where you
dQ have it in some'states,_where the law is not sure, that |
cOver.avéituationJinhphis_twilight zone whefe it will be a
fixed situs type of property, so that state, we feel, should
have.the‘fight to;tax]the'capital gains from the sale of that'
property. That is the major pufpose of it, |

Most pefsonéi property will, of course, be movable.,
For example, your ordinary inventory, your machinery, and
everything else, your tools, equipment, will all be movable

tangible personal property, but there are some types of
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Structures that are connected with the realty 1in the fixture

class.that are in the twilight zone in several states as to

~ Where they are to be cla531fied ‘We thought if it is immov-.

“able in that concept, that state should be the state which

should have:the benefit of being able to tax that income.
CHAIRMAN BARRETT: Doés that expianation satisfy
you, Mﬁ:ﬁMcKenzie?“ﬁ?f’f |

MR, MeKENZIE: Mr. Pierce I think has.poihted out,

_ the difficulty when says they are movable in this concept.

There 1s no definition of that concept in this Act. That is
why I think 1t is better to use fixtures which is more
definitive than immovable which, in its general concept,
meane.just that, not something that qah be moved.

MR, POWELL: We are taking under consideration the f

possibility of deleting,the words "and immovable" in 1iné 2

and'the‘word "movable" in line 4, thinking that the problem

is solved‘by the question of situs. We speak of location and

situs, and that perhaps 1s sufficient whether br“not it be

movable or immovable.

| CHATRMAN BARRETT: Then the Committee will take
that under advisement. Are there furthef comments oh Section}
62 If not, the President advises me that we should entertain

a motion from the Chairman of the Section at this time.
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MR. THORMODSGARD: ‘Mr. President, I move that the
Committee of the Whole rise and report that it has had under
consideration the Uniform Division of Income for Tax Pﬁrposes
Act, that i1t has made progress, and begs leave to sit again
this afternoon,

[The motion was carried.]

Tuesday Afternoon, July 9, 1957

CHAIRMAN BARRETT: when we suspended before noon
we had completed éonsideration of Section 6. Mr. Powell will
now present Section 7 and the remaining portion of the Act.

MR. POWELL: With respect to Section 6 which we
have completed, I wéuld like to advisé that the bommitteé has
acCépted the suggestion of Commissioner McKenzie and deleted
in line 2 four words,anaﬁély;‘hand immovable tangible personal
rand in line 4 it has deleted the word "movable," so it will
read: "sales of tangible pérsonal property."

SECTION .T. ;Interest and dividends are allocable to

this state if the taxpayer's commercial domicile is in

this state.

CHAIRMAN BARRETT: Are there any comments on Section
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7?2 If not, we will procéed to 8,
 MR. POWELL:
SECTION 8. (a) Patent and copyright royalties are
allocable to this state°
(l) if and to the extent that the patent or
copyright 1s utllized by the- payer in this state,

or

zf(?)ﬁgfzéaéétp the.eitent thét the patent or
topyright is‘utiiized bi?thé éayer in a state in
which thé taxpayef iéthot taxable and the tax-
paYer!$ cémﬁércial domicile is in this state.

(b) A patent’iS'ﬁtilizéd in a state to the extent
that it is employed in production, fabribation, nanu-
facturing, or.other}proce351ng in the'state ¢r to the
eXtent that a patented product is producedviﬁ the state.
If the basis oftreceipts-fme.patent royalties does not
permit allocatién to-states or if theaccpunting pro-
cedures dovnot‘reflect stétes,of»utilization, the
patent is utilized in the state in which the taxpayer's
commerciél domicile 1s located, |

(c)b A copyright is utilized in a State to the
extent that‘printing or other publication originates

in the state. If the basis of receipts from copyright
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‘any, on Section 8, taking each paragraph. Let us first take

royalties does not permlt allocation to,statés or if the
accounting procedures do not reflect stétes of utiliza-
tion, the copyright is utilized in the state in Which
the taxpayer's commercial domicile is}lqcated.

CHATIRMAN BARRETT: Now may we have comments, if

(a), then (b), and (c).separately._ Hearing none, Mr, Powell,
you may proceéd.
MR. POWELL: |
SECTION 9. All business income shali be appor-
tioned to this state byfmultiplying the income by the

percentage derived by use of the following formula:

o

Property Factor plus Payroll Factor plus Sales Factol
. ' 3

It has been suggested by the Committee on Style,
and accepted by this Committee, that the lénguage on this
Section be chénged to conform to tﬁe language used in other
places in the'Act $o:it will read as follows:

ﬁ SECTION 9. A1l business income shall be appor-
ytiongd_fp this stateBy multiplying the income by a/
fraction, the nume:atér of which is_the property factor
‘plus the‘paerllﬁ}actor plus the sales factor, and the

denominator of which is 3.
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cleérer and 1t seems better.

ot Aﬁeaping none, we Will proceed with 10,

10?2

3ftﬁeﬂnﬁmef§§orféfaﬁhiéh is the average value of the

_rehfédhéhé ﬁsed ih:this_state during the tax period and

"téxpayer is valued at eight times the net annual rental

‘rate., Net annual rental rate is the annual rental rate

The result is the same. The language is a little

CHAIRMAN BARRETT: Is there any comment on Section
MR, POWELL: . O

SECTION 10. The property factor is a fraction,
,tazpayer's?pgalggngJgangible personal property owned or

the denoﬁinator,bf which is the average‘Value of all the
taxpayer's real and tangible personal property owned‘or
fented}and:used during the tax period.

CHAIRMAN BARRETT: Is there any commént on Sectién
Proceed with li.

MR. POWELL:

SECTION'll. -Property'owned by the taxpayer is

valued at its driginal cost. Property rented by the

paid by the taxpayer leSS~any annual rental rate received
by the taxpayer from sub—rentals.
CHAIRMAN BARRETT: Is there any comment on 11°9

- ‘MR, BUERGER: I am not too familiar with the general‘
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purposes of the details of this Act, I am curious about the
first sentence ofvSection 11 which apparently does not take.
into consideration depreciation. Is there any particular
reason behind that?

" MR. POWELL: Yes. First, the purpose of this Act,

“as we must“rémémber,.is'no£ to determine the amount of the

'tax bu; jugt the distribution of the tax among the several

stétes; " The basis Of“diétribution is determined by these

factors, Each one ofithngaxing statutes of the various

states undoubtedly has provision for depreciation and general

" deduction from gross income to arrive at the taxable net.

We find that there is a great disparity among corporations

'as to thé extent to which they have old propertles, new

properties and thellike, and it was nearly'iﬁpossible to
arrive at a basis'which was mutually’acceptable, and the
original cost seemed to be more generally acceptable than

any other basis. If we said "cost after depreciation” we

"~ then get into the fast write-off situations and a great many

things, and original cost as reflected on the books of every
corporation is SOmething readily arrived at, and throughout

here we have tried to keep the accounting required by the

corporation or by the taxpayer to a minimum.

CHAIRMAN BARRETT: Does that answer your question,




19

Mr., Buerger?
| MR. BUERGER: It does, Mr. Chairman.

CHAIRMAN BARRETT: Are there any other comments?

If not, may we proceed with Section 127 |

MR, PoWELL:_' | |

SECTION 12, The'éverage value of property shall be-
determinedhhy arereging the valuee:at the beginhing and’
}eﬁding of the'tax period but'the [tax administrator} may
'require the averaglng of monthly values during the tax '
period if reasonably required to reflect properly the
average value of the taxpayer's property.

CHAIRMAN BARRETT: Are there any comments? If not,

proceed with 13 | |
MR, POWELL:

SECTION 13. The ‘payroll factor is a fraction, the
numerator- of which is the total amount paid in thisbstate
durlng ‘the tax period by the taxpayer for compensation, ;
and the denomlnator of which is the total compensation |

fbpaid everywhere during thé tax period.

CHAIRMAN BARRETT: Are there any comments? If not,

may we proceed with 142

MR. POWELL‘

SECTION 14 . Co'mpensation is paid in this state if:
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(a) the individual's service is performed entirely
" within the stete; or}
- (b) the individual's service is performed both with-
in and without the state, but the service performed
A without the state is incidental to the indiv1dua1‘s ser-
;fvice within the state;: or‘%&'
| (c) some of the servicells performed in this state
omand (1) the base of operations or, if there 1s no base
”“of operations, the place from which the service is direct}
edfor;controliedzisﬂin this state, or (2) the base of
operations,of the place from which the service is di-
reoted.or controlled is not ip any state in which some
part of the»servicetis_performed, but the individual's
residence is in this stete.

I would 1ike to point out that this is the exact
language of_the Model Unemployment Compensation Act which is
in force in all of the states.

CHAIRMAN BARRETT: Is there any comment on Section
142 | |

| MR. MERRTLL [Oklshoma]: I think possibly my
comment may be answerable in terms of the statement which was

last made, but to me at least the term "base of operations"

has no particular legal significance, and I did not note that.}
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‘Pierce, to answ

- it was defined in the Definitions Section. I am wondering
- if there is an interpretation of'“base of operations" which
: Wlll satisfy the Committee as to the interpretation to be

made of that.

.riyﬁlfOWﬁLhtn?ipWénld like to,ask Commissioner

‘MR, : -This'provision is taken out of the

| Unemployment'Compensation Tax Act which is the.model act
[i,adopted in all the 48 states dealing with unemployment com—l'

pensation._ Base of operations is not defined in that Act

and?ituhas_Just had;tombe rushed out on the basis of generalfa
administration of the unemployment tax.
'The reaSOn.we took thisnlanguageiverbatim is’this:3

Everykeorporation.will,haYebaiready computed all the figures

~f9? thehpayment‘of’their unemployment tax to the several
_states in which«they”doVbusiness,-so that for computing this

'lfactor they just take everything that they have already re-

ported to the indiVidual states for paying the unemployment

tax and put it in here, So we did not make any departures

~or attempt to make any definitions because we wanted the

Same‘oOmputation of figures‘to‘be used when it came to this

particular. factor. That is why in some ways you can say

the language‘is inartistic, too, from the standpoint of style,|
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but our purpose here was: that we thought it.was more import-
and to follow the Unemployment Tax Act verbatim than i1t was
to depart for stylistic burposes or to défine concepts.

MR. POWELL: We anticipate that if the Act is
approved this Sectién will be followed by a comment indicat-
inévthe source of the“Sectioh. Despite the fact that it is
verbatim, thereﬁare twgﬁrgther minor changes in this Section
which wevféel»fér styléwpurposes are desirable. In line 8
the word "this" should properly be'changed‘to "the, "

CHATRMAN BARRETT: Are there further comments on
Section 14%? If not, you may proceed with 15,

MR. POWELL: |

SECTION.IB. vThe sales factor is a fraction, the

numerator of which is the total sales of the taxpayer

in this staté during the tax period, and the denominator
of which is the total sales of the taxpayer everywhere
during the tax period.

CHAIRMAN BARRETT: Are there any comments? If not,
méy we proceed with 162 | |

MR, POWELL: |

SECTION 16. Sales of tangiblevpersonal property are

in this state if:

(a) the property is delivered or shipped to a
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purchaser, other than the United States government,
within this state regardless of the f.,o.b. point or othef
conditiqns of the sa;e; or | |
(b) the prbperty is shipped from=ah office, store,
warehouse, factory, or other place of storage in this
state and (1) the purchaser is the United States govern-
‘.ment or (2) the'faXpayér isinot'taxable in the state of
éhe'purchésér;i o |
- CHAIRMANfBARRETT:_”Are there any comments? If not,
we Will'prbéééd;to 17;‘ |
. MR. POWELL:!
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 , |
(b)_the income-prodﬁcing activity is performed
both in and outside this state and a greater proportion
- of the inéome—producing activity is perfofmed in this
state than in any other state, based on costs of per-
formance, |
CHAIRMAN BARRETT: Are fhere ény comments? May we

proceed?
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- activity in this

MR. POWELL:
SECTION 18.. If the allqcation'and apportionment
prQyisions of this Act do not relate to the class of

bhsingss,iniWhiéh-the taxpgyer is engaged or do not

‘faifly‘répfesénf“fhe”ékténf of the taxpayer's business

‘state,  the taxpayer may petition for

"dr?fhéifp?ifadmiﬁiétrétbr] may require, in respect to

QQ;QQ%»Qnyfpaﬁfibfﬁﬁke taxpayer's business activity, if"
reaédhéble: | | | | |
(a) éeparate}accounting;'

- (b) thelexélusion of any 6ne or more of the factors;

“(e) the'iﬁclusion of one‘or,more'additional factors
which-wiil faifly represént the taxpayer's businéss acé-
tivity in this state; or

“(d) the émployment of ap& other method to effectuate|
an equitabie aliocation and apportionment of the tax-
payer's income. ‘

CHAIRMAN BARRETT: Are there any comments on

Section 189

MR, HAVIGHURST: I would like to inquire what the

class of business i1s to which the allocation and apportionment

provisions do not relate.

MR. POWELL: May I say the Committee has tentativelyl;




subject to appréval of the Conference or the Committee of the
Whole, agreed to delete the language immediately following |
the word "Act" in line 2 down to the words "do not" in the
center of line 3, so it would read "If the allocation and
apportionmentvprovisions ofvthis'Act do not falrly represent
the extent of the taxpayer's activity". |
. MR. HAVIGHURST: That answers the point entirely.
ﬁ;“pHAIBMANYBAﬁRETT; 'Iﬁiéonnection with this Section

and the earlier one, 2? You ralsed your point this morning

| in?éonhection with an earlier Section.

MR; HAV}G?URST: Yes, it had to do with this.
Sectioﬁbﬂéééuse i.thQUghfkthe words "do not relate to the
clasé of business invwhich the taxpayer 1is engaged" had to do
with“thé éxcéptioﬁé in Section 2, and if that was ftrue then
there was some language in Section 2 th;t would not be quite
applicable. | -

.CHAIRMAN BARRETT: Then the Chair understands that
you are satisfied now;

MR. HAVIGHURST: I am satisfied if that language is
taken out in 18,

" CHAIRMAN BARRETT: Are there further comments? If
not, may we pfoceed with 19? | |

MR. POWELL: The balance of the formal portions.




CHAIRMAN BARRETT: Now we will turn back to

Definitions which is Section 1.

MR. POWELL:

SECTION 1.  As used in this Act, unless the context

' otherwise requiresi .

(a) '"Business income" means income arising from

#gaqéacﬁipn§;andmactivify in the regular course of the

o taxpayer's trade or busineSs and includes income from

taﬁgiblé;éﬁéégntéﬁéible proberty if thé acquisitioh,
management,fénd disposition of the property constitute
integral parfs of the taxpayer's regularbtrade or busi-
ness opefations.‘

(b)’“Cqmmefcial domicile" means the principal place -

from which the trade or business of the taxpayer 1is

directed or managed.

(c) ”CompenSatiOn" means,wages,>sa1aries, commis-
sions and ahy other form of remuneration paid to employ-
ees for perSonai services, |

(d) "Financial organization" means any bank, trust

company, savings bank, [industrial bank, land bank, safe

deposit company;]'private banker, savings and loan

association, credit union, [cooperative bank], invest-

ment company, or any type of insurance company .
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(e) "Non-busineés income" means all income other
than businéssAincome. |

(£) "Public utility" means [any business entity
which owns or operates for public use any plant, equip-
ment? property, francﬁise, or license for the trans-
mission of communications, transportation of goods or
persons, or the production, storage, transmission, sale,
delivery; or furnishing of‘éleCtricity, water, steam,
0il, oil pfo&ud%é‘of gas;li

Note: Each state may wish to enact separate

.~ legislation to apportlion and allocate
- the income of taxpayers subject to the
control of 1ts regulatory bodies.

.. I would 1iké here to interpolate something. The
definition of "ﬁublic utility" here 1s not meant to be an
accurate definition of public utility. It is intended here
that the staﬁe will insert the aefinition of public utility
which appears in its regulatory statutes or which will én-
compass the scope of its regulatory statutes., For instance,
the language here reiating to the sale of oil and oil prod-
ucts does not intend to exempt_a company operating service
stations. The intent is to cover the 1afge companies which
appfoach public ﬁtilities and are subject to regulatidn. ~The

purpoese 1is to indicate that this is the place where the

businesses subject to regulation of one type or another are
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| of public*utilities is effectively treated in a separate

‘them, and they are taken care of elsewhere on a mileage basis

‘and the 1like.

to be excluded,
| | ‘(g)* "SaieS' means all gross receipts of the tax-
-bpayer not allocated under sections 4 through 8 of this
Act,
| (h) "State" means any state of the United States,
ffw}the District of Columbia, the Commonwealth of Puerto
Rico, any territory or possess1on of the United States,
“ti and any foreign country or political subdivision thereof,

MR HAVIGHURST._ Mr Chairman, I would just like to

ask whether under the existing plans the financial organizatio

category:

i‘ MR, POwELL§ I believe so,

” ﬂﬁR.eHAVIGHURST: So that this Act would not affect
the taxation of such business at all°

MR. POWELL: No., It 1s not intended to apply to

CHAIRMAN BARRETT: Are there further comments? If
there are no further comments, it would appear that we have
completed the consideration of this Act,‘and the Chair
recognizes Dean Thormodsgard; |

MR. THORMODSGARD: I move that the Committee of the

™)




Whole rise, and report that it has had under consideration
the Uniform Division‘of Income for Tax Purposes Act, has
considered it section by section, has made certain changes'
and amendments, and recommends}that the Act as so amended be
presénted for vote by the states for final adoptién.

CHAIRMAN BARRETT: You have heard the motion. Is
therevany‘discussion?

[There being no discussion, the motion was'put to

a vote and carried.]







