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THE COUNCIL OF STATE GOVERNMENTS
WASHINGTON OFFICE
1755 Massachusetts Avenue, N. W., Washington, D. C. 20036 e Tel. 483-9500

February 3, 1966

TO: Honorable George Romney

Chalirman, Special Study Committee on Revenue 3ources of State
and Local Governments, National Governors' Conference

Honorable Jesse M. Unruh :
President, National Conference of State Legislative Leaders

Honorable J. D. McCarty
Chairman, Committee on Federal-State Relations, National
Legislative Conference

Honorable Frank J. Kelley
Chairman, Committee on Federal-State Tax Problems, National
Association of Attorneys General

Honcrable John J. 0'Connell
Chairman, Special Committee on Interstate Taxation, Council of
State Governments

Honorable John W. Lynch
President, National Association of Tax Administrators

All Members of Special Committee on Interstate Taxation, Council
cf State Governments

All Governors

All Attorneys General

All State Tax Administrators

All Members of Executive Committee, National Conference of State
Legislative Leaders

All Members of Executive Committee and Committee on Federal-State
Relations, National Llegislative Conference

All Chairmen, Commissions on Interstate Cooperation

All Members, Board of Managers, Council of State Governments

At the risk of appearing to draw too hasty conclusions on the basis of
only three days of hearings on H. R. 11798, the memorandum attached represents
my impression of them.

Sincerely,

CHARLES ¥. SCHWAN, JR.
Director, Washington Office
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1313 East 60th Street 35 West 44th Street 830 West Peachtree Street, N.W. 211 Sutter Street
Chicago, Hlinois 60637 New York, New Yark 10036 Atlanta, Georgia 30308 San Francisco, California 94108



INTERSTATE COMPACTS AND
TAXATION OF MULTISTATE BUSINESS

An interstate compact could handle all of the significant problems in
the taxation of multistate business which are beyond the unaided capabilities
of the regularly constituted agencies of the individual states and local
governments. Moreover, a compact is a more effective and desirable means of
doing the job than is Congressional action. To understand this proposition
it is only necessary to appreciate two facts: (1) there are already a number
of nationwide interstate compacts in successful operation, and (2) there are
compacts now in existence under which all the types of activity appropriate
to the handling of the interstate aspects of multistate taxation are being
performed. ’

Nationwide Scope

(a) he Interstate Compact for the Supervision of Parolees and Pro-
bationers is in operation among all fifty states, the Commonwealth of Puerto
Rico and the Virgin Islands. Only the District of Columbia has not joined
because Congress, which would have to enact it for the District, has never
shown any tangible interest. Under this compact, between ten and fifteen
thousand parolees and probationers every year receive supervision on parole
or probation in states other than the one where they were convicted.

(b) The Interstate Compact to Conserve 0il and Gas is a recommendatory
and study compact dealing with the conservation of vital natural resources.
Its membership is thirty states, which represent all jurisdictions within
the United States having any significant oil or natural gas production.

(c) The Vehicle Equipment Safety Compact has been enacted by forty-
four states and the District of Columbia. It provides for the formulation
of vehicle equipment safety specifications for incorporation in the laws of
the party jurisdictionms.

{(d) The Interstate Compact on Juveniles is in force in forty-two
states. It provides administrative and judicial procedures for the return
of interstate runaway children and for interstate supervision of juveniles
‘on parole and probation. The District of Columbia does not participate,
because Congress has not enacted the compact.

(e) The Interstate Compact on Mental Health, enacted by thirty-two
states, provides for the interstate transfer of mental patients on the basis
of ciinical welfare considerations, and without reference to residence. The
District of Columbia is not a member, because Congress has not acted.

(f) The Driver License Compact is in effect among nineteen states.
It provides for exchange of information and action on driver licenses
affected by serious offenses in all party jurisdictions, rather than merely
in the jurisdiction of licensure.

(g) The Agreement on Detainers has now been enacted by fifteen states.
It provides an expeditious means of clearing interjurisdictional "hold
orders" against prisoners and of affording speedy trials on charges pending
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from another jurisdiction. The District of Columbia is not a party, because
Congress has not acted.

Each of these compacts, except for the Parole and Probation Compact and
the 0il and Gas Compact, was developed in the last ten years. The large and
steadily growing membership which each has attained certainly argues that
interstate compacts among large groups of states, and indeed among all of
them, are both possible and already in existence. Although complex, it is
doubtful that the field of multistate taxation is intrinsically more demand-
ing than some of those already being met by compact.

It should be noted that while large groups of states have taken rapid
action on each of the compacts mentioned above, Congress has done nothing
for the District of Columbia with respect to many of them. This is not to
impugn the many types of assistance which Congress, and the Federal Govern-
ment generally, have given to the states and localities. But it does in-
dicate that Congress is often not as sensitive to state and local problems
as are the elected and appointed officials of the state and local govern-
ments themselves. It also indicates that Congress is less familiar with
mechanisms for interjurisdictional cooperation of the type needed to handle
interstate tax problems than are the states.

Types of Compacts

In addition to the compacts listed asbove, there are many compacts of a
bi-state or regional nature. Many compacts are administered directly by
the regular departments of the state governments. However, there are now
over forty interstate compact agencies in operation. A few of them, such as
the Waterfront Commission for New York Harbor (a labor-management regulatory
body) and the Ohio River Valley Water Sanitation Commission and Interstate
Sanitation Commission (water pollution control agencies) have important and
complex regulatory functioms. Others administer public works running all
the way from modest little bridges to vast mass transportation systems; a
number of others apportion waters of interstate basins (as the Delaware River
Basin Commission is doing during the present drought in the Northeast and as
compact commissions in the western states have done for years); and still
others perform study and recommendatory functions in subject matter areas
ranging from education to natural resource conservation and management.

Interstate tax problems are either administrative or adjudicatory, reg-
ulatory or research in character. Compacts are functioning successfully at
all these tasks. There is no reason why multistate taxation cannot be the
subject as well as any of the others mentioned in this statement.

Of necessity, this brief presentation is not a complete catalog of com-
pacts and activities in progress under them. Moreover, no effort has been
made to describe new compacts of a nationwide scope developed in the past
twelve months to handle interstate problems in the fields of entitlement to
unclaimed property, mining, pest control and education. The concepts behind
each of these newer agreements provide further illustration of the points made
here but do not change the essential elements of the picture. On the record
of well established and functioning compacts alone, it is submitted that an
interstate tax compact could be negotiated and enacted on a nationwide basis
by the states.

CSG/Wo
February, 1966



Memorandum

Hearings on H. R. 11798
January 26, 27, 28, 1966

It is evident that the Members and staff of the Special Subcommittee on
State Taxation of Interstate Commerce are not prepared to treat objectively
views opposed to their own or to deal kindly with those who espouse them.
They disparage state and interstate action taken or contemplated to deal with
problems of compliance with state tax laws that multistate businesses may
encounter. They insist--despite their own findings and the obvious economic
health of these businesses--in overstating the seriousmess of such problems.
They refuse to see that there is a direct relationship between the determin-
ation of tax policy and the independence of state and local governments.
They equate federal legislation with state action in enacting uniform laws
or ratifying an interstate compact insofar as the freedom of state policy is
concerned. Those who oppose their views may expect to be treated as hostile
witnesses. Questions will often be addressed to minor points of state tax
laws by a very well briefed staff. Succinctly stated, the purpose of the
hearings is not to determine how to deal with a matter of great significance
and complexity, but to build a case for enactment of H. R. 11798.

Given this attitude, it would appear that several conclusions are in
order: ‘

1. It is more apparent than ever that the Subcommittee {and probably the
full Judiciary Committee) is not the forum in which witnesses for states
may expect to be persuasive. Every effort should be made to convince other
Members of Congress that federal action is neither necessary nor desirable.
This has been done with respect to Congressional delegations of a number of
states. It would strengthen our case, however, if a number of Subcommittee
and full Committee Members were to be convinced that federal action should
not be taken. For that reason, the list of such Members is attached in the
hope that representatives of their respective states will be in touch with
them.

2. A corollary of this conclusion is that no effort should be made to
work out a compromise bill. In itself, H. R. 11798 is more than a foot in
the door. In addition, in Volume IV of its Report, the Subcommittee proposes
studies to develop recommendations for legislation to deal with "Transporta-
tion companies, utilities, insurance companies, financial institutions,
investment companies, and holding companies....[and]...income taxes imposed
on individuals and unincorporated businesses..."

3. The major point to be stressed, it seems to me, is that the power to
tax is an attribute of the independence of state and local governments. Con-
current federal and state taxing authority is the basis for our federal
system. Had not the states retained this authority unimpaired, the Constitu-
tion would not have been ratified by them.

4. Action taken or in the process of being taken by individual states
to ease the burden of compliance with individual state tax laws is another
point to emphasize.



5. Many questions were asked about the efficacy of an interstate com-
pact. Skepticism was expressed about the willingness of states to adopt a
compact. About all that can be said about it at this time is contained in
an attachment. It is not an easy instrument to fashion, and nothing would
be gained by haste or by a premature disclosure of what its shape might be.

6. The impact on state tax revenues of H., R. 11798 is an obvious mat~
ter to elucidate. Data as accurate and complete as possible are desirable.
Despite what may be presented, however, it will be attacked by questions on
and off the point, and witnesses may be hard pressed to remember that

H. R. 11798--rather than a minor provision of state tax law--is the subject
of the hearing.

% % % % %

COMMITTEE ON THE JUDICIARY
United States House of Representatives

Emanuel Celler, New York, Chairman

Michael A. Feighan, Ohio William M. McCulloch, Ohio

Frank Chelf, Kentucky Richard H. Poff, Virginia
*Edwin E. Willis, louisiana *William C. Cramer, Florida
*Peter W. Rodino, Jxr., New Jersey *Arch A, Moore, Jr., West Virginia
Byron G. Rogers, Colorado William T. Cahill, New Jersey
Harold D. Donohue, Massachusetts *Clark MacGregor, Minnesota

Jack Brooks, Texas #Charles McC. Mathias, Jr., Maryland
William M. Tuck, Virginia Carleton J. King, New York

Robert T. Ashmore, South Carelina *Edward Hutchinson, Michigan

John Dowdy, Texas ‘Robert McClory, Illinois

#Basil L. Whitener, North Carolina
*Herman Toll, Pennsylvania
*Robert W. Kastenmeier, Wisconsin
*Jacob H. Gilbert, New York

James C. Corman, California
William L. St. Onge, Connecticut
George F. Senner, Jr., Arizona
Don Edwards, California

William L. Hungate, Missouri
Herbert Tenzer, New York

John Conyers, Jr., Michigan
George W. Grider, Tennessee
Andrew Jacobs, Jr., Indiana

*Members, Subcommittee on State Taxation of Interstate Commerce

CSG/WO
February 2, 1966



THE COUNCIL OF STATE GOVERNMENTS
WASHINGTON OFFICE
1755 Massachusetts Avenue, N. W., Washington, D. C. 20036 e Tel. 483-9500

Jonuary 28, 1966

TO: ATTORNEYS GENERAL

BOARD OF MANAGERS, COUNCIL OF STATE GOVERNMENTS

CHAIRMEN, COMMISSIONS ON INTERSTATE COOPERATION

EXECUTIVE AND FEDERA1-STATE RELATIONS COMMITTEES,
NATIONAL LEGISLATIVE CONFERENCE

EXECUTIVE COMMITTEE, NATIONAL CONFERENCE OF STATE
LEGISLATIVE LEADERS

STATE TAX COMMISSIONERS

Enclosed are letters dated December 28, 1965, and January
20, 1966, addressed to Governor George Romney, et al, which sum-
marize sctivities, particularly on a staff level, in. connection
with the legislation, H. R. 11798 and identical bills, pending
before the Special Subcommittee on State Taxation of Interstate
Commerce.

We hope the information contained in these letters will be
useful to you. In particular, we call your attention to the
letter of January 20 which reports all significant information
we have to date. It should be pointed out that neither letter
enclosed makes it clear that we are proceeding to draft an inter-
state instrument which could be used to reconcile differences in
statutes and administrative and jurisdictional interpretation of
such statutes. This would have the effect of bringing about a
greater measure of uniformity and accommodation to any changes
in ways of doing business.

If you have any questions or if you feel there is any way
wé may be of assistance, please advise us.

Sincerely yours,

CHARLES -F. SCHWAN, JR.

Director, Washington Office
and Secretary, Special Committee
on Interstate Taxation, Council
of State Governments

Enclosures
HEADQUARTERS EASTERN OFFICE SOUTHERN OFFICE WESTERN. OFFICE -
13'13 East '60ﬂ.1 Street 36 West 44th Street 830 West Peachtree Street, N.W. 211 Sutter Street
Chicago, llinois 60637 New York, New York 10036 Atlanta, Georgia 30308 San Francisco, California 94108



THE COUNCIL OF STATE GOVERNMENTS
WASHINGTON OFFICE
1755 Massachusetts Avenue, N. W., Washingion, D. C. 20036 e Tel. 483-9500

Deccaber 28, 1965

IMPORTANT PERSONAL ATTENTION PLEASE

TO: Hon. George Romney
Chairman, Special Study Committee on Revenue Sources of
State and Local Governments, National Governors' Conference
Hon. Jesse M. Unruh
President, National Conference of State Legislative Leaders
Hon. J. D. McCarty
Chairman, Committee on Federal-State Relations, National
Legislative Conference
Hon. Frank J. Kelley
Chairman, Committee on Federal-State Tax Problems, National
Association of Attorneys General
Hon. John J. 0'Connell
Chairman, Special Committee on Interstate Taxation, Council
‘of State Governments
All Members of Special Committee on Interstate Taxation, Council
of State Governments

It seems to me that all of you should have a report on what we have been
doing on a staff level to implement the motion of the Board of Managers of the
Council of State Governments approved December 3, 1965, in Tampa, Florida. You
recall that it read:

That the Council of State Governments appoint a committee of state ‘
officials to: (1) analyze the proposed Interstate Taxation Act;

(2) alert state and local governments to the proposal; (3) make
representations on behalf of the states to Congressional committees
and federal officials; (4) encourage state and local action to
resolve interstate tax problems; and (5) prepare recommendations
for such additional action by the Council and affiliated organi-
zations as may be necessary or desirable.

Another motion was approved urging that the Special Subcommittee on State
Taxation of Interstate Commerce, House Committee on the Judiciary postpone the
scheduled starting time for hearings -- January 26, 1966 -- "so that representa-
tives of state and local governments and others interested may have adequate
time to study and analyze the bill and the vitally important matters it would
affect." A communication was sent to Representative Edwin E. Willis, Chairman

of the Special Subcommittee, advising him of the Board action and making
formal request for postponement.

HEADQUARTERS EASTERN OFFICE SOUTHERN OFFICE WESTERN OFFICE
1313 East 60th Street 36 West 44th Street 830 West Peachtree Street, N.W. 211 Sutter Street
Chicago, Illinois 60637 New York, New York 10036 Atlanta, Georgic 30308 San Francisco, California 94108
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As you are all aware, a strong, broad-based committee was appointed
imsediately after adjournment of the Board of Managers meeting.

As to the several points of the motion, an "Analysis and Evaluation of
H.R. 11798" has been distributed widely. The initial mailing was sent to the
Council's Special Committee on Interstate Taxation; the Board of Managers of the
Council; three committees of the National Governors' Conference -- the Executive
Coummittee, Advisory Committee on Federal-State-Local Relations and the Special
Study Committee on Revenue Sources of State and Local Governments; the National
Legislative Conference Executive Committee and Committee on Federal-State Rela-
tions; the National Conference of State Legislative Leaders Executive Committee;
three committees of the National Association of Attorneys General -- the
Executive Committee, Committee on Federal-State Relations and Committee on:
Federal-State Tax Problems; and Chairmen of Commissions on Interstate Coopera-
tion of all states.

Subsequently the "Analysis and Evaluation of H.R. 11798" was sent to all
members and the staff of the Advisory Commission on Intergovernmental Relations;
the executive directors of the National League of Cities, United States Confer-
ence of Mayors, National Association of Counties, National Institute of Munici-
pal Law Officers and Municipal Finance Officers Association; all members (1,250)
of the National Institute of Municipal Law Officers; and nearly 100 members of
the press scattered all across the country. In addition, the memorandum has
been and is being mailed to all Governors; all Attorneys General; certain state
directors of Leagues of Municipalities and Leagues of Cities; certain Members
of Congress, on request; and state tax administrators. Other copies have gone
to individuals who fall into no convenient category.

To date, the recapitulation above represents our effort to be respon-~
sive to points (1) and (2) of the Board motion. We should appreciate hearing
from you concerning any additional federal, state or local officials or legis-
lators, press and others to whom you feel we should send the memorandum.

Relative to making representations on behalf of the states to Congressional
committees and federal officials, we have suggested that Governor Romney testify
for the National Governors' Conference, Speaker Unruh for the National Conference
of State Legislative Leaders, Spesker McCarty for the National Legislative Con-
ference, General Kelley for the National Association of Attorneys Gemeral and
General 0'Connell for the Council's Special Committee on Interstate Taxation.

We understand that General Kelley and General 0'Connell are preparing their own
testimony. We have offered to prepare drafts for Governor Romney, Speaker Unruh
and Speaker McCarty.

Necessarily there will be some repetition among the statements of the
several witnesses. To eliminate as much duplication as possible, but to cover
the ground thoroughly we suggest that:

(1) Governor Romney recite  the history of the views of the
National Governors' Conference on this matter and concen-
trate his attention on the need for revenue to support state
and Jecal goverumental services, current and prospective.
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(2) Speaker Unruh review the attitude the National Conference
of Stat. Legislative Leaders has taken toward the Willis
subcommittee investigations and recommendations and con-
centrate his statement on the corporation income tax
provisions of the proposed Interstate Taxation Act.

(3) Speaker McCarty recite the 1960, 1962, 1964 and 1965
resolutions and actions of the Natiomal Legislative
Conference and concentrate his remarks on the sales
and use tax aspects of the proposed legislation.

(4) General Kelley review the several resolutions and policy
statements of the National Association of Attorneys
General and concentrate his attention on the legal,
including comstituticnal, aspects of H.R. 11798.

(5) General O'Connell review the history of the activities
of the Council of State Governments beginning with the
action of the Board of Managers in 1959 and concentrate
his remarks on other taxes -- gross receipts and capital
stock -- and actions the states need to take to put their
own houses in order. '

(6) Through the good offices of the National Association of
Tax Administrators, we secure a state tax administrator
to indicate how NATA views the proposed legislation with
particular emphasis on the administrative and enforce-
ment problems it would create.

We want to make it clear that we should expect that all statements would
cover all points but, as indicated, the different statements would concentrate
on different points.

In addition to those who testify on behalf of organizations of state
officials and legislators, we have written to all Governors to urge that they
testify or ask others to testify on behalf of their respective states. We
commented that "Ideally the state's position should be presented by the Gover-
nor ‘assisted by the Attorney General on the difficult legal questions, the Tax
Commissioner on the complicated tax and administrative provisions and the
Secretary of Commerce on the impact of the legislation, if emacted, on business
and other taxpayers not eligible for or able to take advantage of the benefits
it would confer."

For whatever it may be worth, I should counsel against a position of
compromise. In my view, if the current bill were "cleaned up" and enacted, it
would still be "bad" legislation. It seems to me that if the Congress can’
legislate a "'good" bill, it cannot be maintained that at some future date it
cannot or will not enact something as wierd as H.R. 11798. 1In addition, in
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the Special Subcommittee’s report, such statements are made as "Although it
cannot be said that interstate business today incurs burdensome income tax
coupliance costs,...[F] or the company selling goods into other states, the
prevailing system for collecting sales taxes does not appear to be costly....
[and]...Taking both categories of costs together, it cannot be said that at
present levels of compliance they constitute a serious burden on interstate
conmerce...." If these are the facts, and the Special Subcommittee asserts
they are, why should there be elaborate complex federal legiglation enacted

to meet nonexistent problems? Finally, and to me the most significant of the
reasons supporting my view, I believe that H.R. 11798 represents a far more
direct and meaningful attack on the constitutional division of powers than any
unifunctional action that may have been descried in the past. If the states
and local governments are shackled by federal legislation in raising revenue
necessary to discharge their governmental obligations, then indeed our federal
system will be subverted.

Let me hasten to add that I do not co nsel a stubborn adherence to the
status quo. I believe that there are certain actions that need to be taken to
relieve businesses engaged in interstate commerce of unnecessary burdens, inclu-
ding costs, in complying with state tax laws. These are actions that can be
and shculd be taken by states, however, not by Congress. These actions include:

(1) enactment of the Uniform Division of Income for Tax
Purposes Act by those states which levy a corporate
income tax if this has not already been done -- twelve
jurisdictions have done so, seven in the past year;

(2) enactment of the three-factor formula of the Uniform
Act for such cther business taxes as require apportionment;

(3) erxxtment of legislation to grant credit for payment of sales,
use and gross receipts taxes to other jurisdictions. Most
states levying such taxes have already taken this step;

(4) elimination of any features of tax laws that discriminate against
interstate businesses;

(5) achievement of a greater measure of uniformity in sales, use
and gross receipts taxes with respect to exemptions and
other matters both with respect to state- and locally-imposed
taxes;

(6) provision for collection by a state agency of locally-imposed
nonproperty taxes;

(7) development of uniform legislation to apportion income of
public utilities and financial organizations not covered
in the Uniform Division of Income for Tax Purposes Act.
The National Conference of Commissioners on Uniform State
Laws has already initiated a study and the preparation of
drafts to this end;



(8) devising a procedure or mechanism for resolution of problems
of administration and statutory differences in this field.
This suggestion has already been made to the Council's
Special Committee.

Accomplishment of these actions would all but eliminate any problems
that businesses engaged in interstate commerce have in complying with state and
local income, sales and use, gross receipts and capital stock taxes, and obviate
any excuse for federal interventionm.

I wish to apologize for the length of this letter. I did want you to be
apprised fully of what we have been doing. I apologize, too, for the gratuitous
advice for which I assume full responsibility. However, I am firmly convinced
of the major importance of this matter, and I believe the advice to be good. 1
understand that opposition from the business community is building. This should
assist the states in maintaining a firm position.

We should appreciate hearing from you concerning what actions you or your

state may have taken. Senator Mackell, for example, has written to all members of

the New York Congressional delegation and has urged them to ask for our analysis
of H.R. 11798. Others have been active, too.

To you all -- a very Happy New Year!

Sincerely,

Charles F. Schwan, Jr.
-Director .
Washington Office



b

THE COUNCIL OF STATE GOVERNMENTS
WASHINGTON OFFICE
1755 Massachusetts Avenue, N, W., Wcshington, D. C. 20036 o Tel. 483-9500

January 20, 1966

IMPORTANT PERSONAL ATTENTION PLEASE

TO: Honorable George Romney
Chairman, Special Study Committee on Revenue Sources of
State and Local Governments, National Governors' Conference

Honorable Jesse M. Unruh ,
President, National Conference of State Legislative Leaders

Honorable J. D, McCarty
Chairman, Committee on Federal-State Relations, National Legislative
Conference : :

Honorable Frank J. Kelley
Chairman, Committee on Federal-State Tax Problems, National
Association of Attorneys General

Honoratle John J. O'Connell
Chairman, Special Committee on Interstate Taxatiom, Council of
State Governments

All members of Special Committee on Interstate Taxation, Council of
State Govermments

All Governors

In our letter of December 28, 1965, we reported to you what we had
done on a staff level to implement the resolutions relating to taxation
of businesses engaged in interstate commerce of the Board of Managers of
the Council of State Govermments approved December 3, 1565, in Tampa,
Florida. We suggested that representations on behalf of the several
organizations be made by:

(1) Governor Romney for the National Governors' Conference who
would emphasize the need for revenue to support essezntial state
and local services;

HEADQUARTERS EASTERN OFFICE SOUTHERN OFFICE . " WESTERN OFFICE
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Chicago, lllinois 60637 New York, New York 10036 Atlanta, Georgia 30308 San Francisco, California 94108
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(2) Speaker Unruh for the National Conference of State Legislative
Leaders who would concentrate on the corporation income tax
provisions of the proposed Interstate Taxation Act;

(3) Speaker McCarty for the National Legislative Conference who
would concentrate on the sales and use tax aspects of the
proposed legislation;

(4) General Kelley for the National Association of Attorneys General
who would review the legal, including constitutional, aspects of
the proposed legislation;

- (5) General 0'Connell for the Council of State Govermments who would
address his remarks to the gross receipts and capital stock tax
provisions of H.R. 11798, and the actions states need to take to
put their own houses in order; and

(6) A representative of the National Association of Tax Administrators
who would discuss administrative and enforcement problems that
enactment of the proposed legislation would create.

We suggested also, that while the several witnesses might concentrate
on different points, each should cover all relevant aspects of the bill.

Since then we have been in touch with the prospective witnesses. It
is our understanding that they will fashion their statements to cover par-
ticularly the areas of concentration suggested. John W. Lynch, Chairman,
California State Board of Equalization and President of the National
Association of Tax Administrators, will present the views of NATA.

In our letter of December 28, we proposed a general position that we
felt witnesses for the states should take. Although the context in which
it was presented may have suggested that the position was of our own
design, actually it was drawn from resolutions and policy statements of
the several organizations of state officials and testimony and statements
of individual state officials. The same sources were utilized in drawing
up the list of actions states should take. Since we wrote, the National
Association of Tax Administrators, in a special meeting, January 13 and 14,
1966, adopted an official position very similar to what we had urged.

We understand that all but one or two states have already requested
time to -testify at the hearings om H.R. 11798. 1In a substantial number of
instances, the Governor will testify personally. In addition, members of
the legislature will appear on behalf of some of the same states or other
states. Attorneys General, Secretaries of Commerce, other officials and
of course state tax administrators are among the prospective witnesses.
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While we have substantial information on the intentions of individual
states, it is far from complete. We should like very much to receive from
each state a report on what that state has done, is doing and proposes to
do in connection with H.R, 11798 and related matters. Either from the
state tax commissioner or another official we should like to know:

(1) Who will testify on behalf of your state before the Special Sub-
committee on State Taxation of Interstate Commerce?

(2) Has your state made an analysis of the impact on its revenues that
would result from enactment of H.R. 117987

(3) Has legislation been prepared or introduced to enact the Uniform
Division of Income for Tax Purposes Act?

(4) Has legislation been prepared or introduced to grant credit against
your use tax for sales or use taxes paid to another jurisdiction?

These questions represent only a ssmpling of the need we have for
information. We should like copies of official statements =-- gubernatorial
recommendatians; legislative or legislative committee resolutions or other
documents; articles from local papers; or any other items that will
supplement our data. When we have a reasonably complete appraisal, we
shall communicate it to all states and use it in our common effort to
persuade Congress not to take favorable action on H.R. 11798 or similar
legislation.

As we indicated to you in our letter of December 28, there is sub-
stantial opposition to this legislation by elements of the business com-
munity. Here, too, our information is incomplete, but it is more nearly
complete than it was and everything we have learned leads us to believe
that H.R. 11798 has few business supporters. In addition, on January 14,
the Advisory Commission on Intergovernmental Relations considered several
alternative positions on the bill. Although the absence of a quorum
prevented final action, the discussion implied clearly that the state
position was favored. In the most important forum, Congress, our infor-
mation -- again incomplete -- indicates that a considerable and growing
number of Members are concerned by the implications of H.R. 11798.

These are encouraging developments, but they should not lead state
officials to feel complacent. It is fair to say that a majority of Members
of Congress are not informed about, to say nothing of being opposed to,
H.R. 11798. Elements of the business community, although disenchanted with
the bill in its present form, are still anxious to have federal legislation
enacted the effect of which would curtail state tax revenues. Local
government officials, whose governments would feel directly and indirectly
adverse effects on their revenues and programs if federal legislation were
enacted, generally speaking, are not informed and hence not concerned.
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Finally, there is the danger that, given the opposition to H.R. 11798,
new legislation will be introduced at some point during the hearings. It
would be pure conjecture to speculate at this time on the substance of a
new bill, but it is a reasonable assumption that there will be one.

As to the immediate future, it is clear that the appropriate state
position is to persist in opposing federal legislation. State representatives
should take every opportunity to impress on their Congressional delegations
how strongly they feel. To the maximum extent possible, the efforts of
officials of local governments should be enlisted to defeat federal legis~-
lation inimical to the interests of both state and local govermments. Within
the several states, where appropriate, steps need be taken to put our own
houses in order, Finally, at such time as it may be possible for states to
consider it, we urge that they give sympathetic attention to a means by
which they can cooperate to deal with problems of simplification, clarifi-
cation and uniformity occasioned by state tax laws and administration.

We believe that the representatives of the states have already made a
good start toward effectuating their views in this matter. We do not
believe the fight has been wom, but it can be if our efforts do not diminish.
Let us have your suggestions and your requests for such assistance as we
may provide. .

Sincerely,

CHARLES F. SCHWAN, JR.
Director, Washington Office
and
Secretary, Special Committee
on Interstate Taxation of the
Council of State Goverrmments






