MWathen and Weslen

WILL TOM IWATHEN ATTORNEYS AREA CODE 502
RES!DENCE TELEPHONE OFFICE TELEPHONE )
MORGANFIELD 389-1595 ﬂmganﬁtlh, Ktntntku MORGANFIELD 389-1200

J. QUENTIN WESLEY
RESIDENCE TELEPHONE
STURG!S 838-2202

ZIP CODE 42437

9 July, 1966

Honorable ALLison Dunham

Executive Directon

National Conference of Commissionens
on Uniform State Laws

1155 East Sixdieth Street

Chicago 37, TLLAinois

Dearn ALLison:

1 Lose HEREWALN a repthit-ou (Lthe Uniform Division of Income
vzgiu$ﬁx Punposes Act, azp&ﬁéé the Dinector of the Income .
Tax Division, of—Ehe Deparntment of Revenue at Frankgort punéuant
io House~ BLLL 417 which was passed by the Kentuckg Legislature.
I would appreciate it if you would forward this fo the membens
0§ the Special Committee forn this purpose as 1 don't have all
0f the addresses with me at the moment.

Thanking you and with best wishes, I am

Yourns ,sincenely,

WAT N/£WESLEV
WALL T“am %ﬁ\
WTW/mc

Enc.



COMMONWEALTH OF KENTUCKY

DEPARTMENT OF REVENUE
FRANKFORT
40601

July 6, 1966

Wathen & Wesley
Morganfield,
Kentucky 42437

Attention: Mr. Will Tom Wathen

Gentlemen:

Your April 15, 1966, letter requested a comparison of the Uniform
Division of Income for Tax Purposes Act, enacted by House Bill LT,

with the act proposed by National Conference of Commissioners on
Uniform State Laws. Please accept my apology for a tardy reply, and

I hope this information will still be of value to the Special Committee.

Actually, the act adopted by the General Assembly differs very little
from the Model Act, and much of that stems from other sections of the
KRS or immsterial phrasing variations. Two material changes are the
departmental valuation of certain property shown by the taxpayer to
have & nominal or zero original cost, and the addition of section
eleven which provides an apportionment formuls for public service
companies and financial organizations. The substantive differences
between the Model Act and House Bill 417 are shown below by subject:

T, Definition of Business Income

A. Model Act - Includes income arising from tangible
and intangible property if the acquisition, manage-
ment, and disposition of the property is an inte-
gral part of the business.

B. House Bill 417 - The word "or" is substituted for
"and" relating the definition to any of the three
criteria rather than requiring all of them.

II. Defimition of Public Utilities

A, Model Act - Defines public utility in the usual
manner.

B. House Bill L17 - Refers to public service companies
taxed under the provisions of KRS 136.120.
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I17. Capital Gains & Losses

A. Model Act - Silent on allocation of capital losses
in section four.

B. House Bill 417 - Permits allocation of capitai
losses as well as capital gains.

C. Model Act - Includes gains and losses from only the
sale of real property.

D. House Bill L17 - Includes other dispositions of real
- property, e.g. exchanges, involuntary conversions,
etc.

IV. Property

A. Model Act - A method of wvaluing original cost is not
prescribed nor are criteria provided to determine the
reasonableness of rental rates.

B. House Bill 417 - Allows determination of original cost
by department if it is not determinable by taxpayer or
is shown to be nominal or zero. Similarly, the de-
partment may determine a reasonable rate if necessary.

V. Public Service Companies and Financial Organizations

A. Model Act - Financial organizations and public utilities
are excluded from the act on the assumption of separate
law providing for their taxation.

B. House Bill 417 - Section eleven was created to provide
apportionment and allocation of income from multi-state
corporations of these two types. They payroll factor
is that contained in the Model Act and included in
House Bill 417 while the sales and property factors
will be provided by regulations which will follow the
provisions of the Model Act except as required by the
peculiar nature of these industries.
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The department has begun drafting regulations to implement the pro-
visions of House Bill 417, and any recommendations of the Special
Committee would be welcome. Please advise if the department can pro-
vide further information.

Sincerely,
William R. ]ReedéuB
Director

Income Tax Division

WRR: je



