February 8, 1967

Rupert R. Bullivant, Esq.
527 Pacific Building
Portland, Oregon 97204

Dear Rupe:
‘I enclose a copy of a letter which I have just received from the Petroleum

Institute of America gaoncerning the revision of the Division of Income
Act. I have writéen him that I have forwarded his communication to you.

Sincerely yours,

Allison Dunham
AD/ph Executive Director
enc, '

P.S. What is it, if anything, that you would like me to get research done
for? ’
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February 6, 1967

National Conference of Commissions
of Uniform Laws

1115 East Sixtieth Street

Chicago, Illinois 60637

Attention: Mr. Allison Dunham, Executive Secretary
Dear Sirs:

The Advisory Committee on State Franchise and Income Taxes of the
Committee on Public Affairs of the American Petroleum Institute suggests
strongly the following amendments to the Uniform Division of Income for Tax
Purposes Act, which will clarify the question of taxation of intercorporate
dividends:

a. Amend Section 1(a) ("Business Income") by adding the following language:

"provided that there shall not be included in 'business income' divi-
dend income.” .

b. Amend Section 1(e) by adding the following phrase "except dividend
income."

c. Amend Section 4 to eliminate the word "dividends."

d. Amend Section 7 by deleting certain words (stricken) and adding lan-
guage (underscored) as follows:

"Interest and-dividends-are is allocable to this state if the tax-
payer's commercial domicile is in this state.”

At the time of your recommendation in 1957 for adoption by the states

of the Uniform Act and even into the sixties, only Vermont and New Jersey taxed
dividend income and the latter only taxed such income at 50%. Other states re-
cognized that to tax a parent company's dividend income would result in double
taxation (i.e. a tax on the income and an additional tax on the dividend de-
clared from that income) and was thereby not within the theory that although all
income should be subject to tax, that income should be taxed only once. That was,
and still is, the case law and policy of most states with corporate income tax
laws.
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It is submitted that if, as a result of a rigid interpretation of the
definition of "business income," the adoption of the Uniform Act results in such
double taxation, it is not in the best interests of the states, nor of industry,
within those states.

Our committee urges that serious consideration be given to our‘proposal
which, if adopted, will eliminate this inequity and will result in a fair method
of apportionment of operating income among the various states.

The adoption of this equitable approach to the question of the base to
be taxed will enhance the chances of passage of the Uniform Act in all the income
tax states --- a goal desired by all --- both taxpayers and tax collectors.

Respectfully submitted,

Ul S Wt

Thomas S. Miller

(Gulf 0il Corporation)

Chairman, Subcommittee on
The Uniform Income Tax Act

Advisory Committee on State
Franchise and Income Taxes
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