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R -4 u51ﬂess ané 1 think 4t is 88 impcrtant really as the
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DIVISION OF INCOME REMAINS A PROBLEM - 1"«
A continuing problem of state taxation is division_of income of corpora-
tions doing business in more than one state. Among the varying methods
used by states are: separate accounting, direct allocation of certain types
of income and formula ‘apportionment. The apportionment formulas. used

differ gieatly, both in terms of the factors used and in the determination of -

what is included in the factors. Two currently important approaches to the
problem—the Uniform Division of Income for Tax Purposes Act and the
miethod recommended by the Special Subcommittee on State Taxation of
Interstate Commerce of

Uniform Division of Income for Tax Purposes Act - - o

Nine states have adopted the provisions of the Uniform Act drafted

by the National Conference of Commissioners on Uniform State Laws

in 1958. Eight of these states—Alaska, Arkansas, Idaho, Indiana, Kansas,

New Mexico, North. ®a and O ve adopted the Uniform Act in
substantially its origina

kot: regon—ha
nal‘form, while the ninth—Michigan—bas incorporated
parts of the Uniform Act-into its franchise, intangibles and business receipts
taxc* 3 N I .. - "- v B : ' N .
_ The Uniform Act provides for the direct allocation of non-business income.
All business income is ,arﬁronioncd according to a three-factor formula con-
sisting of property, payroll and sales. Separate 'accouq;igf, e of different
factors in the apportionment formula and other methods thay be used, if
circumstances warrmant.. 5. .. e e TR 7{;3;:,4;_-4.“ i
In its report to Congress, the Special Subcommittee on State Taxatioh
of Interstate Commerce of the House Committee on the Judiciary recom-
mended that a uniform method of apportioning income be required of states.
The method the Subcommittee recommended differs greatly from the Uniform

" _Act. The Committee advised ‘that formula apportionment be used as:the only

method of dividing incomé—no specific allocation or separate accountin
and that a two-factor formula consisting of property and payroli—no sales
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e House Judiciary Committee—are discussed below. -






