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INCOM® TAX: Income tax by foreign state may be deducted.

.

September 11, 1933. v %/

Hon. Forrest Smith,
State Auditor,
Jefferson City, No.

Dear ¥r. Smith:

FJ'L'EDr
by

This department is in receipt of your letter in
which you make the following request for am opiniom:

**"§¥ill you please furnish this

ofrice an
following

tation of the
, Tound under

Seetion 10120, imposed Revised

Statutes, 1
1931:

929, and Laws,

*Income on whieh tax

in another

state: Suech of the

ineome in any taxable year, on whieh

a tax is

other state

imposed any
and paid te such te, shall be
deducted where such income is ineluded

in the

s return, but this

deduction shall not be allowed in any

cagse where

the net inecome applicable

to this state shall be determined by
multi the total net income by a

fraction.'

An early reply will bde appreciated.'™

See. 10115, R.S. NMo. 1929, as iAmended Laws of Mo.
1931, p. 365 provides in part as follows:

nktita tax
assessed

shall be levied upom,
» Gollected from,

and paid byl every individual, a

citizen
upon net

{2 crosus
hereafter

oot

of the exemptions now or
provided, and a like tax
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mnhluld::-.m
against, eolleect and paid
by every

:um. a %51

or hereafter provided;

The regulations of the State Auditer with referenee to
this section of the law are as follows:

{a) Individual Residents and Citizems.
individual a eitizen or resident
of State of Nissouri is liable te
tax on his or her entire net income
from all sources within and without this
state, even though he may own no assets
within this state and derive no ineome
from sourees within this state. A
person demiciled in the State of Missouri
and any person who maintains a
place of residenee within this state is
considered a resident of this state. See

See. 10117 for ineome of residents
and citizens Ses. 10180 for allowable
deductions,

®) Nom Resident Individuals are liable

by, or

for any tion or individual, with
prineipal ¢e or braneh office in this
state is considered as receiving his inecome
from sourees in Missouri evea though his
may be entirely outside this
state and directed from such prinei
Eenent fn etormest s Shis e st

ymen 8
®® considered as receiving income from this
te regardless of where prineipal offiece
point of remuneration may be.

resident individuals failing or refusing

|

o |

F

to file returns within the time required
shall lose the to elaim personal exemp-~
tions. See Sec. Jfor gross income from

sourees within Missouri, and See. 10120 for
deductions allowable to nom-resident individ-

uals."
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For the purpose of determining net ineome, the law
ts eertain deductions from gross ineome. The statutory de~
tions are in general, though not execlusively, expenditures
other than capital itures, connected with the production
of ineome. Sec, 1 R.8, Mo. 1929 provides for these deduetions,
and listed thereunder is the following deduction:

"Income on which tax paid in

another state: Sueh part of the
inecme in any taxable year, on

which a tax is imposed by any

other state and paid to such state,
shall be deducted where such inocome
is ineluded in the taxpayer's retura,
but this deduction shall not be
allowed in any case where the net
ineome applieable to this state shall
be determined by multiplying the Stotal
net income by a fraction.”

In interpreting the above paragraph, it may be helpful
to illustrate our position by the use of two hypothetical cases:

(1) PFor instanee, X lives in the State of New York
and has inecome from said state and also, income from sourees within
the State of Missouri. A tax is npocei by the State of Wew York
on the income received from the State of Hew York. Im making his
return to the State of Missouri, X ineludes the New York income.
This may de dedueted in arriving at the taxable net inecome in Mis-
souri, for under See. 10115, R.S. Mo. 1929 a non-resident is taxed

only "upom net ineome received from sourees wi t ,agég*.
However, in making his return to ﬂt..'#l“ of nw,ﬁ eter-
mines the net income applieadle $o this State by multiplying the :
total net income dy a fractiom, mo deduetion shall be allowed for
the taxpayer has already subtracted the income sarned without the
State of Missouri and he is, therefors, under See. 10120 entitled

{2) The situation becomes more eomplicated when we
consider the case of a resident of the State of Missouri. For
instance: a resident of the State of Missouri reeeives income
‘from the State of Missouri and alse, from the State of New York.
Under See. 10115, he is required to pay a tax "upom net income
ronlﬂrmgim'. This nescessarily means that a tax is
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imposed on ineome, whether reeeived from within or without
the State ssouri. This is equitable in so long as the
foreign state does not impose a tax upom ineome earmed within
the foreign state. If such s imposed by the foreign state,
it certainly cannot be said ve dbeen the intention of the
Legislature to tax the same twice. Therefore, under the
deduction allowed in See. 10120, X may, in determining his net
ineoome, deduet the income upon which a tax is imposed by the State
of New York Whmsutmwoutim

uan& ® state by multiplying She total net income by
a on.

It is therefore the nion of this department, reading
that portion of Sec. 10120 to by you as a whole

a resident or non-resident individual having income from sources
within the State of Nissouri, and also income from without
state, and a tax is imposed by another state
ineome is derived, and such income is ineluded im the Return
filed to the State of Missourd, that portion may be deducted in
lrrlvzu at the net taxadble income to the State of Missouri
provi the net inecome fieable to the State of Missouri is
not determined by multipl the total income by a fraction as
provided in See. 10115,
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Respectfully submitted,

JOHN W. HOFFMAN, Jr.,
Assistant Attormey Gemeral.

APPROVED:

Attorney General

JWH: AR



