Tev g Missouri residenlt liable fof 4n00me caxes on
: salaries and earnings outslide of the State of IMissouri?
THCOME TAaXe: Is a citizen of a bordering state liable for income tax
on salaries or income earned within the State of Lilssouri?

May 16, 1945, ' ‘
¥ | %4 FILED

Honorable Joseph A. Lennon,
Assistant Attorney General,
901 Central Natlonal Bank Bldgw,
St. Louis, Missouri,

Dear 1ir. Lennong

I. This will acknowledge recelpt of your letter addressed
to Hon., J. L, Taylor, Attorney Generel , under date of lay 2,
1945, which 1s in part as follows:

"I believe we should have en opinion from
your offlice covering both of these quese-
tions, to-wit:

"l. Is & Missouri resident llable for in-
come taxes on salarles and earnings outslde
of the State of Missouri?

"2, Is a citizen of a bordering state llable
for income tax on salaries or income earned
within the State of #issourit"

IT. Please be advised as followss

(a) That Section 11343, R. S. Mo. 1939, provides
in part as follows:

"A por centum tax shall be levied upon, as=-'
sessed agalnst, collected from and paid by
every individual, a citizen or resident of
this state, upon net income received from N
all sources during the preceding year in exw= ‘
cess of the exemptions now or hereafter prow-
vided, and a like tax shall be levied upon,
assessed agalnst, collected from and paid by
every individual, not a resident or cltigzen
of this state, upon net income received from
all sources wlthin the state, during tho pre-
ceding year in excess of the exemptions now
or hereafter providedi i ."

(b) The per centum of ‘the tax on net income above
referred to,}evied upon, agsessed aaainst and collected and paild
ahall be determined as followst '
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I1I.

Iv.

Ve

(1) The remainder of the section definitely
sets out the rate of and the method of determine
ing the amount of the tax,

Section 11345 R. S. Mo. 1939, provides in part as follows:

(a) "Income shall include gains, profits, and
earnings derived from salarles, wages or comw=
pensation for personal services of whatever kind
end in whatever form pald; and from professions,
vocatlions, businesses, trade, commerce, or sales
or dealings 1n prOperéy, whethier real or person=
al, growing out of the ownershlp or the use of
any interest in reel or personal property; and
from interest, rent, dividends, securltles and
gains, profits and earnings from any other transe
actions of any business carried on for gain or
profity and from any source whateverj ¥ ",

(b) "The net income shall be determined by de=-
ducting from income, deductions now or hereafter

provided by law,"

{c) "The State Auditor maey prescribe reasonable
rules and regulations for the adminlstration of.
the provisions of the laws relating to the levy,
aasessment, collectlon and payment of taxes based
on incomes,i ¥ #", (which he has not done to date.)

Section 11365, R. 5. Mo, 1939, providess

(a) "That the State Auditor shall prescribe
forms anl furnish them to the varlous county
or district assossors for the use of the taxe .
payer, and shall give instructions and opine
ions for carrying this chapter into effect, “
and all of his 1natruotions shall be strictly ’
complied withi.s & %",

Section 11354, R. S. Mo. 1939, provides in part as follows:

(a) "That on the first of January, or soon there-
after of each yeer, the taxpayer shall apply to
his district for forms on which to make a return
of income for the preceding year, and that the

“return shall be filed on or before Harch 15 of
the current year.w¢ i #"
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(b) "It is furthor prévided in the chapter
that all taxes agsessed on account of lncome
shall become delinquent on June 2nd of the
current year, and if not paid within thirty
deys after delinquency, the county collector
shall cortify all delinquencies to the State
Avditor, who shall within sixty days certify
the names of the delinguents to the Attorney=-
General, wiio is authoriged to bring sult, or
to direct tho prosscuting ettorneys of the
countles to do so, to recover the tax and the
penalties,."

VI, Section 11358 R. S. Mo. 1939, provides as followss

(a) "Persons residing within the state shall
make an income tax return to the assessor,

(b) "Persons residing without the state snd
deriving income from within the state shall
make an income tax return to the assessor where
his or thelr chief offlce is located, and if he
or they have no offlce Iin this state, then the
State Auditor shall designate the diatrict where
the taxpayer should file his return.’

VII. Section 11359 R. S. Mo. 1939, provides that a certified
. copy of the federal tax return of the taxpayer must be attached .
to hls state return and only the amount of the income recelved
in this state 1s required to be shovmn on the verified copy of a
nonresident taxpayer.

VIII. Various sections of the Income Tax Act provide exemptions
and #teductions to be taken into account in arriving at a net .inw
coge, but Section 11349 provides for another deduction on i come,
in any texable year, on which a tax ls imposed by, and paid o,
another state, and when such income 1s shown in sald taxpayen's’
returny end 1t 1s further provided that a nonresident btexpayen
can recelve the benefits of exemptions provided for in Sectlon™
11351, only by filing with the assessor a true and accurate Te-
turn of his total 1ncome recelved from all souroes 1n this state;

IX. It will be scen from the foregolag quotatlons and state=
ments of the law that the Income Tax Act levy 1s on income of
citlzens or residents of this state roceived from all sources,
less certain deductlions and exemptions, and that a deduction on
income on which & tax ls pald in another state, If shown in the
taxpayer's return, is allowed,
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Xe Therefore, it would seem that the answers to your ques=-
tions lie in the interpretation of the foregoing quotations and
expresslons of the law, and also turn on the question of what 1is
income and what is source.

XI. Webster's How Inbernational Dictlonary defines "income"
as: a coming in, an entrance, an advance, something that comes
in, as an addltion, and an incroase in . the taxpayer's economie

wealth. v N

Also, "income" 1s defined as something derived from prope
erty, labor, skill, ingenuity or sound judgment, or from two or
more of them in combination., Dilefendorf v. Gallet, 10 Pac. (24)
307 «

Income, subject to texation, consists of increase in the
taxpayer's economic wealth and 1s derived from labor, use of cap-
2&1, including land, and profits from sale or eoxchange of capltal
assets, which profits represent accretlon in velue of such assets
while in the taxpayerf?s hands. Petitlon of the Unlon Ilectric Co.
of Mo, Sup. 161 S.W. (2d) 968,

X1I, The word source is défined by the Standard Dictionary,

and adopted as the language of the lilssourl Supreme Court in

146 S.W, (2d) 631, and 1s as followst The word source conveys only
one 1dea -« that of origin. That from which any account, galn or
effect proceeds; a person or thing that orig inates, sets in motion,
or is e primary agency in producing any course of actlion or result,
& place whiere something ls found or whence 1t 1s taken or derived.

XIII, It will be observed that Section 11345, supra, levies a
tax on net income recelved by cltigens or individuals of this state,
from all sources, in excess of certain exemptlons and deductions,
Atrophane Corp. v. Coale, 133 8. (24) 343, l.ce 549, R

XIv. The State of Illinols has no income tax law, but that fact
would not be a controlling factor here, only that the taxpayer could
not c¢laim deductlions on income that he had pald to another state;
but other states do have income tax laws from which meny persons

are employed in this state, and also, no doubt, there are many .
residents of lissourl employed 1n states which do have lncome tax
laws and which collect an income tax from residents in Missourl who
happeh to be employed in that state. ,

XV, Referring to Paragraph VIII it will be soen that the taxe
payer, who shows in his return income on which & tax was pald in
another state, can deduct that amount from hils gross income., It
will aelso be seen that a nonresident may receive exemptions enumerw
ated in Section 11351, R, S. Mo. 1939, only if he flles a correct
return, as provided for in that Section.
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XvVi. THIREFORE, 1%t is the oplnion of this department that,
1f a resldent of thls state makes a return as provided for by
law, He can deduct irncome recelved in another state on which he
has paid an income tax to such other state.

It 1s also the opinion of this department that a none
resldent 1s liable for income tax on salaries and income earned
within thls state, but he is entltled to the exemptions provided
by Section 11351 R. S. Mo, 1939, vpon complying with the provi-
slons thereof. ' .

Respectfully submltted,

HARRY J. SALSDURY
Asslstent Attorney-General

APPROVED3

Attorney~General.
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