
Initiative Measure No. 69 

BALLOT TITLE 
"AN AcT relating to and requiring the payment of a graduated tax on the in· 

comes of persons , firms, corp·orations, associations, joint stock companies 
and common law trusts, the proceeds therefrom to be placed in the state 
current school fund and other state funds, as a means of reducing or 
eliminating the annual tax on general property which now provides reve
nues for such funds; providing penalties for violatipn; and makir.g an 
appropriation from U1e general fund of the state treasury f_or paying ex
penses of administration of the act." 

AN AcT rela ting to taxation; provid· 
ing for the levying and collecting 
of an income tax and allocating 
the revenues derived therefrom so 
as to reduce other taimtion; pro
viding for exemptions and fixing 
the basis and rate of tax; provid
ing procedure and machinery for 
the administration thereof; im
posing certain dut ies on the state 
tax commission ; fixing the juri$
diction of the courts in connection 
with review and appeal under this 
Act; providing for payment of re
funds; fixing penalties for viola
tion of this Act; and making an 
appropriation for carrying out its 
provis ions. 

every non-residen t of the state, upon 
such income as is derived from prop
erty located or business transacted 
within the state, except as hereinafter 
exempted. Every natural person domi· 
ciled in the State of Washington, and 
every other 'natural p()rson who main
tains a permanent pla <:e of abode with
in the state or spends in the aggregate 
more than seven months of the h1come 
year wi thin the state. shall be pre
s umed to be res iding within the state 
for the purposes of determining lia
bili ty for income taxe!;. 

Sr:r. 2. (1) The term "person," as 
used in this act s hall mean anil include 
natural persons, fiduciaries and cor
porations, and tbe word "corporation" 
shall mean and include corporations, 

B e it enacterl by the People of the joint stock companies, associations or 
State oj Wasliington : common law trusts organized or con-

S ECTION 1. Existing methods of ducted for profit, unless otherwise ex
taxation, primarily base(! on property pressly stated. When used in this act 
holdings, are inadequate, inequitable the term "taxable-year" mea!1s the cal
and economically unsound. Present en~lar year, or the fiscal yea1· ending 
conditions point tbe need of a new sub- during such calendar year, upon the 
ject matter for taxation, which should basis of which the net income is com
be based on the abi li ty io pay. Earn- puted as in this act provided. The 
ings for a g iven per:od are a fair mea- term "fiscal year" means an account· 
sure of such ability. ing period of twelve months ending on 

The people of the State of ,~'ashing- the last day of any month other t.han 
ton, therefore, exercising herein their December. The term " taxable year" 
supreme power and fundamental right, includes, in the case of a return made 
declare their purpose hereby to taic all for a fr.acti on-al part of a year, the 
annual incomes " ' ithin the state as period for which such return is made. 
such, and not as property. The term "net income" as used In this 

'l'here shall be assessed, levied, col- act shall mean "gross income" less al
lected and paid annually, a tax on all lowable deductions. 
n et income as hereinafter provided, by (2) The term "gr.oss income," as 
every person residing within the State used in this act, shall include: 
of Washington or by h is personal rep- (a) All rent of Washington real 
resentative in case of death; and by estate. 
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(b) All dividends derived from 
s tocks and all interest derived f rom 
money loaned or Invested in notes, 
mortgages, bonds or other evidence of 
debt of any kind whatsoever: Pro, 
'Vided, That the term "dividends" as 
used in this section shall be held to 
mean all dividends derived from stocks 
whether paid to its shareholders in 
cash or property of the corporation. 

1. For purposes of this section 
every distribution is presumed to be 
made out of earnings or profits to the 
extent thereof, and from the most re
cently accumulated earnings or profits. 

2. Any ea rnings or profits accumu
lated, or increa.se in va lue of property 
accrued, before January 1, 1932, may 
be distributed exempt from tax, a fter 
Ure earnings and profits accumulated 
after January 1, 1932, have been dis
tributed : but any such tax-free distri· 
bution shall be applied against and re
duce the cost or other income tax basis 
provided in section 2 ( 5). If such or 
any similar tax-free distributions ex
ceed such cost or other income tax 
basis, any excess sha,J J be included fit 
the gross income of the year in which 
received. 

3. Amounts distr ibuteiI in Jlquicla
tion of a corporation shall be treated 
as payment in exchange for the stock, 
and the gain or loss to the distributee 
resulting from such exchange shall be 
determined under the provisions of this 
paragraph and section 2 (5) . No 
amounts received in liquidation s ha ll 
be taxed as a gain unti l the distributee 
shall have received amounts in liqui
dation in excess of llis cost or other in
come tax basis provided in section 2 
(ii). and any such excess shall be 
taxed as gain in the year in which re
ceived. LO$Ses upon liquidation shall 
be r ecognized only If\. the year in 
which the corporat ion shall have made 
its final distribution. F or the purposes 
of this paragraph a corporation s ha ll 
be considered to be li(luidating when 
it begins to dispose of the assets with 
which it carried on the business for 
which it was organized and begins to 
distribute the proceeds ~ om the dis
posit ion of such assets, or the assets 
themselves, whether or not such dis
position and distribution is made pur
suant to resolution for dissolution: 
Provided, That any distribution of cur
r ent earnings of a corporation shall 
not be cons idered to be a distribution 

In liquidation unless the corporation 
making such distribution has ceased 
or is about to cease carrying on the 
business for which it was organized. 

4. All dividends received by any 
person paid in any propert,y other than 
cash shall be valued at the fair market 
value of such property 011 the date of 
the distribution. 

5. A dividend paid by a corporation 
in its own capital stock shall not be 
subject to income tax as a dividend at 
the time of its receipt by a stock~ 
bolder; but the sale of such stock maY, 
result in a gain or Joss for income tax: 
purposes, and the gain or loss from the 
sale of such stock and from tho sale 
of the stock with respect t-0 which it 
was issued, shail be determined as pro
vided in this paragraph and in section 
2 (2) (d). For the purpose of deter• 
mining the profit or loss on the sale or 
other disposition of stock recelved as a 
stock dividend or of the sto~k with 
respect to which such stock dividend 
was issued, the cost or other basis of 
the old ancl of the new shares shall be 
such proportion of the previous cost 
or other basis of the old stock as is 
properly allocable to each, under regu~ 
lat ions prescribed by tn,e tax commis• 
s ion. If before or after the distribu• 
tion of any stock dividend, the cor• 
poration proceeds to cancel or redeem 
its stock at such time and in such 
manner as to make the distribution 
and cancellation or redemption iii 
who'.e c,r in part essentially equivalent 
to the distr ibution of a taxable divi• 
dend, the amount so dis tributed in re• 
demption 0 1· cancellation of the stock 
to the extent that it represents a dis• 
tribution of earnings or profits accumu• 
lated after J anuary l , 1932, shall be 
treatecl as a taxable dividend as here• 
in defined. 

(c) All wages, salaries or fees de• 
rived from services. 

( d) All profits derived from the 
transaction of business or from the 
sale or other .disposition of real es tate 
or other cs pi ta ! assets; Provi.derl, That 
for the purpose of ascer taining the 
gain or Joss resulting from the sale 
or other disposition of p roperty, rea l 
or personal, acquired prior to January 
l, 1!!32 the fai r mar ket value of such 
property as of January l, 1932, shaJJ 
be tbe basis for determining the 
amount of such gain or Joss: Ana pro• 
vicled further, That the basis for 
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computing the profit or Joss on the 
sale of property acquired by gift after 
J anuary 1, 1932, shall be the same as 
it would have been had the sale been 
made by the last preceding owner who 
did not acquire it by gift; and in case 
the taxing officers are unable to ascer
tain the cost of the property to su<:.h 
prior owner. if acquired after January 
l, 1932. then the bas is shall be the 
value thereof at or about the time it 
was acquired by him, and such value 
shall he determined from the best in
formation obtainable. In computing 
profit or loss on the sale of property 
acquired by descent or by will since 
J anuary 1, 1932. the appraised value 
of s uch property in the administration 
of the estate of the deceased owner 
as of the date of his death shall be 
d eemed to be the fair market value 
of sa id property at said date. The basis 
mentionetl above shall in cases of sale 
of property be diminished by the 
amount of the de<luction for exhaus
tion, wear and tear and deplet ion 
which ha ve, since the aer1uisition of 
the property, been allowed as deduc
tions under this .Act; and such basis 
shall also he diminished by the 
.amounts of all income deferred by the 
taxpayer and use:l to reduce proper ty, 
and all anticipated'Josses on such prop
erty which have l>eeu deducted from 
taxable income. If proper ty, exclusive 
of inven tories (as r a w materia ls, goods 
jn process and fini s ned goods ), as a 
r es ult of its destruction in whole or in 
part hy fire or other casually, is in
voluntarily conve rted into money wh ich 
i s withiQ one year in good faith, under 
regulalioos prescribed by tbe tax com
mission. expended in the replacement 
of the property dest?·oyed or in the a c
cit1is i: ion of other property s imiiar or 
r elatecl in service or use to the prop
erty so destroye,l, or in the esta!.Jl ish-
111ent of a t·eµl a c ement fund ·wh ich , 
wi thin two years fro,m the date of the 
fire or other cas ua lty is actua lly ex
pended to replace the· proper ty de
sti·oyed or in the acqu isition of other 
property s imila r or related in service 
or use to the property destrQyed, no 
.gain sha ll be recognized, and in the 
case of gain the property so rcplacecl 
or acc1uired, for purposes of deprecia
tion and all other purposes of taxation, 
shall be deeme<l to take tile place of 
t he property so destroyed. If any part 
of the money is not so expended, the 

gain, if any, shall be recognized, but tn 
an amount not in excess of the money 
which is not so expended. A replace
ment of property by an insurance com• 
pany shall be deemed to be an ex• 
penditure by the taxpayer of insurance 
moneys received by him fi"om the in
surance company for the purpose o! 
this subsection. 

(e) All royalties derived from mines 
or the possession or use of franchises 
or legalized privileges of any kind. 

(f) If any transfer of a reserve or 
other account or portion thereof is in. 
effect a transfer to surplus, so ·much 
of such trans fer as has been accumu• 
lated through deductions from the 
gross or taxable income of the years 
open to audit under sections 10 and 11 
shall be included in. the gross or tax• 
able income of such years, and so 
much of such transfer as has been ac
cumulated through deductions from 
the gross or taxable income of the 
years following January l, 1932, and 
not open to audit under sections 10 
and 11 shall be included in the gross 
or taxable income of the year in which 
such transfe rs were effected. 

(g) Life insurance paid to the in• 
sured, and insuran<:e paid to a cor· 
porat ion or partner&hip upon policies 
on tee lives of its officers, partners or 
em9Joyees, after ded ucting from such 
ins urances the cash surrender value 
thereof on January l, 1932, and all net 
premiums paid thereafte1· and not de
ducted on Was hington income tax re
turns. 

(h) And all other gains, profi ts or 
income of any kind derived from any 
source whatever. except such as are 
herei uafter exeiupted. 

(i) 1. No gain or Joss shall be 
r ecognized if stock or securities in a 
corporation a party to a reorganiza
tion are . in purs uance of the plan of 
r e org anizatio n , e xc hanged solely for 
stock or securities in s uch corporation. 
or in another COl'J)Oration a party to 
the reorganization. 

2. No gain or loss shall be r ecog
nized if a co'rporation a party to re
organization exchanges property, in. 
pursuance of the plan of reorganiza
tion, solely for stock or securities in. 
another corporation a party to the re
organization. 

3. No gain or loss shall be recog
nized if property is transferred to a 
corporation by one or more persons 
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solely in exchange for stock in such 
corporation, and immediately after the 
exchange such person or persons are 
in control of the corporation; but in 
case of an exchange by two or more 
persons this paragraph shall apply 
only If the a.mount ot the stock re
ceived by each is substantially In pro
portion to his interest in the property 
prior to the exchange. 

4. If there is distributed, in pur· 
smmce of a plan of reorganization to 
a stockholder in a corporation a party 
to the reorganization, s tock or securi
t ies in such corporation or in another 
co!"))oratlon a party to the reorganiza
tion, without the surrender by such 
shareholder of stock or securities in 
such a corporation, no gain to the dis
tributee from the receipt of iiuch stock 
or securities shall be recognized. 

5. The distribution, in pursuance of 
a plan of reorganization, by a corpora
tion a party to the reorganization, of 
its stock or securities, or stock or se
curities in a corporation a party to 
the reorganization, shall not be con
sidered a distribution of earnings or 
profits for the purpose of determining 
the tax.abili ty of subsequent · distribu
tions by the corporation. 

6. The term "reorganization" meal\$ 
(a) a merger or consolidation (includ
ing the acquisition by one corporation· 
of at least a majority of the voting 
stock an·d at least a majority of the 
total number of shares of all other 
classes of stock of another corporation, 
or substantially all the properties of 
another corporation). or (o) a tran,ii
fer by a corporation of all or a part 
of its assets to another corporation if 
immediately after the transfer the 
transferor or its stockholders or both 
are in control oi the corporation to 
which the assets are transferred, or 
(c) a recapitalization, or change in 
the form of r.apitalization, or (d) a 
mere change in identity, form or place 
of organiiation, however affected. 

7. The term "a party to a reorgani
zation" includes a corporation result
ing from a reorganization and includes 
both corporations in the case of an 
acquisition by one corporation of at 
least a majority of the voting stock 
and at least a majority of the total 
number of shares of all other classes 
of stock of another corporation. 

8. As used in this section the term 
''control" means t.be ownership of at 

least eighty per cent of the voting 
stock and at least eighty per cent of 
the total number of shares of all otl'lilr 
classes of stock of the corporation. 

(j) 1. If property involved in trans
actions described in section 2 ( i) 1, a, 
(other than stock or securities in a 
corporation a party to the reorganiza
tion) was acqui!'ed by a corporation 
in connection with the reorganization, 
and immediately after the transfer an 
interest or control in such property of 
eighty per cent or more remnined in 
the same persons or any of them, then 
the basis for determin ing gain or loss, 
depletion or depreciation shall be the 
same as it ,would he in t he hands of 
the transferor. This paragraph shall 
be applicable only when the transac
tion involved was treatecl for incom& 
tax purposes as provided in section .Z. 
(i) 1, 2. 

2. If property < other than stock or 
securities in a corporation a party to 
reorganization) was. acquired by a cor
poration by the issuance of its stock 
or securities in connection wi th a 
transaction described in ljection 2 the 
basis shall be the same as it would 
be in the hands of the transferor. This 
paragraph shall be applicable only 
when the transaction involved was 
treated for income tax purposes as 
provided in section 2, (i) l, 2. 

3. If the property consists of stock 
or securities distributed to a taxpayer 
in connection with a transaction de
scribed in section 2 (i) 4 the basis in 
the case of the stock in respect of 
which the distribution was made shall 
be apportioned as in the case of stock 
dividends. This paragraph shall be 
applicable only when the transaction 
involved was treated for income tax 
purposes as provided in section 2, (i) 
4. 

(3) (a) Persons who customarily 
estimate their incomes or profits on a 
bas is other than cash receipts and dis
bursements, may, with the consent and 
approval of the tax commission, return 
for a.c;sessment and taxation the in
come or profits earned during the in
come year, in accordance with the 
method of accounting regula rly em· 
ployed in keeping their boolrs, except 
as hereinafter provi ued; bu t H no such 
method of accounting has been em
ployed. or if the method used does uot 
clearly reflect the income taxable under 
this act, the computation shall be made 
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upon such basis and in such manner 
as in the opinion o! the tax commis
,sion will clearly reflect such income. 

(b) The terms "paid" or "actually 
paid," as used in-this act, are to b·e 
construed in each Instance in the light 
of the method used in computing tax
able income whether on the accrual 
or receipt basis; Provided, That the 
deduction for federal income and ex
cess profits taxes shall be confined to 
cash payments made within the year 
covered by the income tax return, and 
that reserves for contingent losses or 
liabilities shall not be deducted. 

(c) For the purposes of taxati.on in
come from mercantile or manufactur
ing businesses, not requiring appor
tionment under section 2 (3) (d) shnll 
follow the situs of the business from 
which derived. Income derived ·from 
r entals and royalties from real estate 
or tangible personal property, or from 
the operation of any farm, mlne or 
quarry, or from .the sale of real prop
erty or tangible personal property shail 
follow the situs of the property from 
which derived. All other income, in
cluding royalties from patents, income 
derived from personal services, pro
fessions and vocations and from land 
conti:acts, mortgages, stocks, bonds and 
securities or from the sale ct similar 
intangible ~ersonal property, shall fol
low the residence of the r ecipient, ex
cept as provided in section 9. 

( d) Persons engaged in business 
within and without the state shall be 
taxed only on such income as is de-
1·ived from business transacted and 
property located within the state. The 
amount of such income apportionable 
to Washington may ·be determined by 
a n allocation and separate accounting 
thereof, when, in the judgment of the 
t ax commission, that -method will rea
sonably reflect the income prope1:iy as
signable to this. state, but otherwise 
in the following manner: There shall 
first be deducted from the total net 
income of the taxpayer such part th()re
of (less related expenses, if any) as 
follows the situs of the property or 
the residence oi the recipient : Pro
'lrided, That in the case of income 
which follows the re:,idence of the 
recipient, the amount of interest and 
dividends deductable u·nder this pro
vision shall be limited to the total in
t erest and dividends received which 
are in excess ot the total interest (or 

related expenses, 1f any) paid and al
lowable ·as a deduction under section 
3 during the income year. The remain
ing net income shall be apportioned to 
Washington on the basis of the ratio 
obtained by taking the arithmetical 
average of the following three ratios: 

1. The rat.io of the tangible prop
erty, real, personal, and mixed. o~ned 
and used by the taxpayer In Washing
ton in connection with bis trade or 
business during the income year to the 
total of such property of the taxpayer 
owned and used by him In connection 
with his trade or business everywhere. 
Cash on band or in bank, shares o! 
stock, notes, bonds, accounts receiv
able, or other evidence of indebted
ness, special privileges, franchises; 
good will, or property the income of 
which is not taxable or is separately 
allocated, shall not be considered tangi
ble property nor included in the ap
portionment. 

2. In the case of persons enga.ged in 
manufacturing or in any form of col
lecting, assembling, or processing 
goods and materials within this state, 
the ratio of the total cost of manufac
t uring, collecting, assembling, or proc
essing within this state to the total 
cost of manufacturing, or assembling, 
or processing everywhere. The term 
"cost of manufacturing, collecting, as
sembling, or processing within this 
state and everywhere," as used herein, 
shall be interpreted in a manner to 
conform as nearly as may be to the 
best accounting practice in the trade 
or business. Unless in the opinion of 
the tax commission the peculiar cir
cumstances in any case justified a dif
ferent treatment, this term shall be 
generally interprete<l to include as ele
ments of cost within this state the fol
lowing: 

a. The total cost of all goods, ma
terials, an!l supplies used in manufac
turing, assembfing, or processing with
in this state regardless of where pur
chased. 

b. The total wages and salaries paid 
or incurred during the income year in 
this state in suc;h manufacturing, as
sembling, or processing activities. 

c. The total overhead or manufac
turing burden proverly assignable ac
c:ording to good accounting practice to 
s uch manufacturing, assembling, or 
processing activiti~ with.In this state. 

3. In the case of trading, mercantile, 
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or manufacturing concerns the ratio of 
the total sales made through or by 
offices, agencies, or branches located in 
Washington during -the income year 
to the total net sales made everywhere 
during said income year. 

4. Where, in the case of any person 
engage<) in business within and with
out the State of Washington and en
titled to an apportionment ot his in
come as herein provided, it shall be 
shown, t o the satisfaction of the tax 
commission, that the use of any one of 
the · th1·.ee ratios above provided for 
gives an unreasonable or inequitable 
final average ratio because of the fact 
that s uch person does not employ, to 
any appreciable extent in ltis trade or 
business in producing the income 
truced, the factors made use of in ob
taining such ratio, this ratio may with 
the approval of the tax commission, be 
omitted in obtaining the final a'Terage 
ratio which is to be applied to the re
maining net income. 

5. As used in this section the word 
"sales" .shall extend to and include ex
change, and the word "manufacturing" 
shall extend to and include mini11g and 
all processes of fabri.cating or of cur
ing raw materials. If the income of 
any such person properly as:,ignable 
to the State of Washington can not be 
ascertained with reasonable certainty 
by either of the foregoing methods, 
then the same shall be apportioned and 
allocated under such rules ancl regula
tions as the tax commission may pre
scribe. 

(e} A foreign corporation transact
ing business !n the State of Was hing
ton shall be deemed a resident of this 
state for income tax purposes, and its 
income s hall be determined and as
sessed as if it were incorporated under 
the laws of Washington notwithstand
ing it.a domicile is elsewhere. 

( 4} Whenever in the opinion of the 
commission the use of inventories is 
n ecessary iri 01--der to clearly determine 
the income of any person, inventory 
eball be taken by such person upon 
such basis as the commission ma.y pre
scribe, conforming as nearly as may 
be to the best accounting practice in 
the trade or business and most clearly 
reflecting the income. 

(5) (a} Individuals carrying on 
business In partnership s·hall be liable 
for income tax only in their individual 
capacity. There shall be included in 

computing the income of each partner 
his distributive share, whether dis
tributed or not, of the net income of 
the partnership for the income year. 
Partners shall be required . to file in
dividual returns on the basis of a fis
cal or calendar year which coincides 
with that upon which the partnership 
return is flied. 

(b} The net income of the partner
ship shall be computed in the same 
manner and on the same basis as pro
vided for computation of the income 
of persons other than corporations. 

SEC. 3. Every corporation, joint 
stock company or association shall be 
allowed to make from its gross income 
the following · deductions: 

( 1} Payments made ·within the year 
for wages of employees and salaries of 
office rs if reasonable in amount, for 
services actually rendered in produc
ing such income: Provi(]e<l. There be 
reported the name, address and amount 
paid each such employee or officer re
siding within this state to whom a 
compensation of eight hundred dollars 
or more sha ll_ haYe been paid during 
tbe assessment year. 

(2) Other ordinary and necessary 
expenses and cash bonuses to em
p!oyec~. actually paid within the year 
out of the i:1come in the maintenance 
and opcrution of its bus iness and prop
erty, a reasonable allowance for the 
exhaustion. wear and tear of property 
used in the trade or busineFs , includ
ing a reasonable allowance fo r obsoles
cence. 

In the case cf mines, other natural 
deposits ·(except oil and gas wells) , 
and timber, a reasonable allowance for 
depletion and for deprcci:ition of im
provement::;, according to the peculiar 
conditions in each case, based upon 
cost including cost of development not 
otherwise deducted : Provi<leci, how
ei:er, That in the case of such prop. 
erties acquired prior to J anuary 1, 
1932., the .fair market value of the 
property (or the taxpayer's interest 
therein) on that date shall be taken 
in lieu of cost up to that date : Pro
vicie<l, furt11er, That in the ca,se of 
mines discover ed by the taxpayer on 
or after January l, 1932, and not ac
quired as the result of a purctase of 
a proven tract or lease, where the fair 
market value of the property is ma
ter-ially disproportionate to the cost, 
the depletion allowance shall be based 
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unon the fair market value of the 
property at the date of the discovery 
or within thirty days thereafter; but 
such depletion allowance based on dis
wvery value shall not exceed fifty per
centum of the net income of the tax
p -.yer (computecl without allowance for 
depletion) from the property upon 
which the discovery was made. except 
t hat in no case shall the depletion al
lowance be less than it would be if 
~omnuted without r E>fe rence to discov
e ry 'value; and iucludin,g also interest 
p aid during the yea r in the operation 
c f the business from ;,;hich. its income 
is derived: Provided. The debtor re
ports the amount so paid, the form of 
the indebtedness, together wi th the 
names and addre,=,ses of the par t ies to 
,vhom interest was pa;d, in ihe man
ner provided in subsection (3) of Sec
tion 8-

(3) Losses actua!ly sustained with
in the year and n0t compensated by 
ins urance or otherwise: Provilled. That 
no loss resulting from the operation of 
business condurtcd without the st.ite, 
or the owner<"hip of property located 
wi thout the state, may l;e al!cw-:;d as a 
deduction, Ana vroviclcd furthe:-. That 
n() loss may be al:owecl on the sale of 
property purchased and held for pleas
ure or recreation and which was not 
acqui!'ed or used fo r p;-ofit, but this 
p roviso shall not be construed to ex
clude losses due to theft or to the de
struction of prope1·ty lJy fi re, f!ood or 
other casua!ty. N'o deduction shall be 
allowed uncler this paragrapl1 for any 
loss claimed to have beeu sustained in 
any sa:e or other disposition of shares 
of stock or securities where it appears 
t:1at w'.thin thirty days before or after 
the date of such sale or other disposi
t ion the taxpayer has acquired (other
wise than by bequest or inheri tance) 
or has entered into a contrad or op
tion to acquire substantially iden t ical 
p roperty and the property so acquired 
is held by the taxpayer for any perio.d 
after sue~ sale or other <l isposition. 
Property of or debts due any l:anking 
corporation or association, trus t com
pany, mutua l savings bank or savings 
and loan association, ordered charged 
otf or charged down during the taxable 
year by the examining or supervisory 
department required by Jaw to ex
amine and supervise such corporat ions 
and (or) associations shall be accepted 
as ascertained losses for the taxable 

year to the extent of such orders. Any 
amounts subsequently realized on such 
charge offs or charge downs, over and 
above the order on the part!cular item, 
shall be returned for the taxable year 
in which s:1ch realization takes place. 

( 4) Taxes other than assessments 
for local improvements, paid durl ng 
the year upon the business or property 
from which the income taxed ls de
rived. including therein taxes imposed 
by the State of Washington and the 
government of the Uni ted Sta.tes as in
come, excess or war profits an1 C'api
ta l stock taxes or other taxes impooed 
by the government of the United 
States: Provi<led, That such portion of 
the deduction for federal income and 
excess profits taxes as may be allo"'
able shall be confined to cash payments 
made within the year covered by the 
income tax r ('turn: A 11d provided 
fur ther. That income taxes imposed by 
the St ·~ t.e of Washington shall accrue 
for th~ purpose of this subsection only 
in tile year in which such taxes are 
assessed. 

(5) Dividends, except those provided 
in section 2 <2) (bl 2 zud 3, rocei ,ed 
from any corporation conforming to 
a ll of the re,1uirements of this subsec
tion. Such corporat:on must have filed 
income tax returns as r equired by law 
and the income of s uch corporation 
must be subject to the incc,me tax law 
of the state. The prin<'lpal busiu-ess. of 
the corporation muat be attribu tall!e to 
Washington aud for the purpose of 
this subsection any corporation slla ll 
be considered as having its principal 
businei,s attributable to Washington if 
fi fty percent or more of the enti re net 
income or loss of such corporation 
after adjustment for tax purpose;; ( for 
the year preceding the payment of such 
dividend$) was used in computing the 
average taxable income provided by 
this act. If the net incomes of several 
a ffili ated corpora.tions have been com
bined for the purpose of determining 
the amount of income subject to taxa
tion under the statute, the lo~ation of 
the principa l businiiss of such group 
shall determine the taxable status of 
dividends paid, but inter-company divi
dends passing between affiliated cot
porations whose incomes are included 
in the taxable income of the group, 
shall not be assessed as group income. 

(G) Amounts distributed to pat:-ons 
in any year, in proportion to their 
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patronage of the same year, by any 
corporation, joint stock company or 
association doing bus iness on a co-op, 
erative basis (hereinafter called "com
pany"), shall be returned as income 
or receipts by said patrons but may 
be deducted by such company as cost, 
purchase p r ice or retunds: Prnvided, 
That no s uch deduction shall be made 
for amounts distributed to the stock
ho!ders or owners of s uch company in 
proportion to their stock or ownership, 
nor for amounts reti.\ined by surh com
pany and subject to distribution in 
proportion to stock or ownership as 
distinguished from patronage. 

(7) Contributions or gifts made 
within the year to the state or any 
political subdivis ion thereof fQr exclu
sively public purposes, or to a ny cor
porations, commt:nity chest fund, 
fou11dation, or associations, operating 
with in this state. or.:;an!zed anrl op
erated exclusively for religious. chari
table, scientific or educational pur
poses, or for the prevention of crualty 
to children or anima!s, no part of the 
net income of w;iich inures to the bi-ne
fit of any p r ivate stockholder or indi
vidual, to an amount not in excess of 
ten per centum of the taxpayer's net 
income of the calendar OJ' fiscal year 
as computed without tbe benefit of 
this subsection. 

SEC. 4. Persons other than corpora
tions, in reporting i~rn!l1c>s for 1>ur
poses of taxatio!l , r,hail be allowed t he 
fol lowing deductions :-

(1) Payments made within the year 
for wages or other compensation for 
services actually renderert in ca:-rying 
on the profession, occupation or busi
ness from which the income is derived. 
But no deductions shall be made for 
a ny amount paid for services actually 
r endered In the c:irrying on of the pro
fession, occupation or business from 
which the income is derived unless 
there be reported the name and address 
and amowi.t paid each person to whom 
a sum of eight hundred dollars or 
more shall have been paid for serviC'es 
duri:ig the assessment year. No deduc
tion sha ll be allowed un~er this section 
for any amounts expended for per
sonal, living or family expenses. 

(2) The ordinary and necessary ex
penses actually paid within the year 
jn carrying on the profe::;sion, occupa
tion or business from which the in
come is derived, including a rcascn-

able allowance for depreciation by use, 
wear and tear of the property from 
which the income is derived, and in 
the case of mines and quarries an a l
lowance for depletion of ores and other 
natura l deposits on the basis of their 
actual original cost in cash or the 
equivalent of cash_ 

(3) Losses actually sustained within 
the year and not compensated by in
surance or otherwise: Provider/. That 
no loss resulting from the operation of 
business conducted without the state, 
or the ownership of property located
without the state, may be allowed as a 
deduction: A11t1 vr011ided f1lr thcr, That 
no loss .may be anowed on the sale of 
property ptirchased and held for pleas
ure or r ecreation and which was. not 
acquired or used fer profit, but th1s 
proviso · shall not be construed to ex
clude los3es due to theft or to the de
struction of the l)l'O!lel' ty by fire, flood 
or other casualty. No deduction shall 
be allowed under this paragraph for 
any loss c~ai111ed to have been sps
tained in any sale or other disposition 
of shares of sto::1, or S{'Curi t ies where it 
appea·rs th!\t within thirty d:::.ys before 
or after tile elate of suC'h sale or o,her 
disposition the taxr.:wor has acquired 
(otherwise than by bequest or iuneri
tance) or has entered into a contract 
or option t.o ac!]uire sabstantially iden
tical property and the property so ac
qui, cd is held i.Jy the ts xpayer fer any 
period after such sale 01· other dispc;,i
tion. 

(4) Di•;idends, except those pro
vided in scctiQn 2 (2) (h) 2 and 3, re
ceive:! frcm any corporation conform
iug to a:l of the requiremen t,; of this 
suhsection. Such corporation must have 
fi:ed income tax returns as r e·~uirecl by 
law and the income of s uch corpora
tion must be subject to the income tax 
law cf this state. The principal busi
ness of the corporation must be attrib
utable to Washington and for the pur
pose of thi::; subsection any corporation 
shall be consi<lerecl as r.aving its prin
cipal business attributab_e lo Wasl1iag
ton if fifty per cent or more cf the en
tire net income or loss of such corpora
tion after adjustment for tax purposes 
(for the year p1·ece:l ing the payipent of 
such dividends) was u~ed in computing 
the average taxable income provided by 
this act. If the net inC'omes of seYeral 
affiliated corporations have been com
bined for the purpose of determining 
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the amount of income subject to taxa
tion under the s tatute, the location of 
the principal business of such group 
shall determine the taxable s tatus of 
dividends paid, but inter-company divi
dends pass ing between affiliated corpor
ations whose incomes are included in 
the taxable Income of the group, shall 
not be assessed as group income. 

(5) Interest paid within-the year on 
existing indebtedness: P1·ovided. The 
debtor repor ts the amount so paid, the 
form of the indebtedness, together with 
'the name and address of the creditor. 
But no interest shall be allowed as a 
deduction if paid on an i ndebtedness 
created for the purchase, maintenance 
or improvement of property, or for the 
conduct of a business, unless the in
come from such property or business 
would be taxable under this act. 

(6) Taxes other than inheritance 
and assessments for local improve
m ents upon the property or business 
from which the income hereby taxed 
i s derived paid by such persons during 
the year, including therein taxes im
posed by the State of Washington or 
the Uni te d States government as in· 
come taxes : P i·ovided, That such por
tion of the deduction for federa l in· 
come taxes a s may be a llowable shall 
be confined to cash payments macle 
within the year covered by income tax 
r eturn: Anet provided, f1,rthcr. That 
income taxes imposed by the State of 
Washington sha ll accrue for the pur
poses of th is subsection only in the 
year in which such taxes are assessed. 

(7) Contributions or gifts made 
withfn the year to the state or any po
litica l subdivision thereof for exclu
sively public purposes, or to any cor
pora t ion, communi ty chest fund, foun
dation, or association operating within 
t his state, organized and operated ex
clusively for religious, charitable, sci
entific, or educational purposes, or for 
the prevention of cruelty to children or 
animals, no part of the net income of 
which inures to the benefit of any pri
vate stockholder or individual, to an 
amount not in excess of ten per centum 
of the taxpayers' net income of the cal
endar or fiscal year as computed with· 
out the benefit of this subsection. 

SEC. 5. (1) There shall be exempt 
from taxation under this act income 
as follows, to-wit: 

(34) 

(a) Pensions received from the 
United States. 

(b) All inheritances, devises, be
quests, and gifts received during the 
year. 

(c) All insurance received by any 
person or persons in payment of a 
death claim by any insurance company, 
fraternal benefit society or other In· 
s urer, except Insurance paid to a cor· 
poration or partnership upon the poli
cies on the lives of its officers, partners 
or employees. 

(d) Income of all mutual savings 
banks, mutual loan corporations, build
ing and loan or savings and loan asso· 
ciatlons or societies (except sums cred
ited to guaranty fund, contingent fund 
or other reserves of all such corpora
tions or astociations), ·r eligious, scien
tific, educational, benevolent or other 
corporations or associations of individ· 
uals not organized or conducted for pe
cuniary profit. 

(e) Income received by the United 
States, the state and all counties, cities, 
villages, school districts or other politi
cal units of this state. 

(f) All other income which may be 
exempt from a state income tax under 
the constitution and laws of the United 
States or constitution of the State of 
Washington. 

(2) There shall be deducted from 
the tax, after the same s ha ll have been 
computed according to the rates in 
section 6, a personal exemption for nat
ural persons : 

(a) For an individual, eight dollars. 
(b) For husband and wife or head 

of a family, seventeen dollars and fifty 
cents. For the purpose ot this act, the 
term "head of a family" means a nat
ural person who maintained a house
hold and supported therein himself and 
one or more persons who were depen
<lent upon him for support. 

(C) 1''or each child under the age of 
eighteen years who is actually sup
ported by an<I dependent upon the tax
payer for his support, an additional 
four dollars. 

( d) For each additional person who, 
by reason of mental or physical dis· 
abiljtY, i's actually supported by and 
entirely dependent upon the taxpa.yer 
for his support an additional four dol
lars. In computing taxes and the 
amount of taxes payable by persons re
siding together as members of a fam
ily, except as provided in section 8 (4) 
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(c), the income of the wife and the 
income of each· child under eighteen 
years of age shall be added to that of 
the husband or fathe?', or if he be not 
living, to that of the head of the fam
ily and assessed to him except as here
inafter provided. The taxes levied 
shall be -payable by sucp. husband or 
head of the family, but if not paid by 
lllm may be enforced against any per
son whose income is included within 
the tax computation provided for sep
arate returns. 

(e) The personal exemptions pro
vided by this section r.ball be deter
mined by tbe personal status of a tax
payer on the last da.y of the year in
cluded in the computation of income 
except as otherwise provided in this 
act. 

(3) (a) There shall be deducted 
from the tax 1>ayahle by any natural 
person, after the tax shal.1 have been 
computed according to the rat.cs in 
section 6, a sum equal to the aa val
orem tax accruing and paid by such 
taxpayer, during the year for which 
the return is macle, on the premises, 
either urban or rural, occur>ied t.y him 
as a residence dur ing such taxable 
year, such deduction, howe,er, not to 
exceed the sum of fifty dollars. 'fbis 
deduction shall not apply as to taxes 
paid on premises rented or leased to 
t he taxpayer. 

(b) There shall be deducted from 
the tax payable by any person, a(ter 
the same shall haYe been computed ac
cording to the rates in section 6, a s um 
equal to the ad t·alorem taxes ( i (?SS tbe 
amount of any deduction for tax paid 
on the taxpayer's home) on real and 
tangible personal property accruing 
and paid by tbe taxpayer to the State 
of ·washingtou or ally taxing unit 
therein, during the year for wlt!ch the 
l'eturn is made : Proviclecl. h01ccver, 
That such sum deducted shall in no 
event exceed 50 per cent of the ta.x 
otherwise payable. 

SEc. 6. (1) The t:>.x to be asses;;ed, 
l evied and collected annually upon the 
taxable incomes of all persons shall be 
computed at the following rates, to-wit: 

(a) On tbe first one thousand dol
lars of taxable income or any part 
thereof, at the rate of one per cent. 

(b) On the second one thousand dol
lars or any part thereof, one and one
fourth per cent. 

(c) On the third one thousand dol· 

Jars or any part thereof, one and one
half per cent. 

(d) On the fourth one thousand dol
lars or any part thereof, two per cent. 

(e) On the fifth one thousand dol
lars or any part thereof, two and one
half per cent. 

(f) On the sixth one thousand dol
lars or any part thereof, three per cent. 

(g) On the seventh one thousand 
dollars or any part thereof, three and 
one-half per cent. 

(h) On the eighth one thousand dol
lars or any part thereof, four per CPnt. 

(i) On the ninth one thousand dol
lars or any part thereof, four and one
ha! f per cent. 

( j) On the tenth one thousand dol
lars or any part thereof. five per ceut. 

(k) On the eleventh one thousand 
dolla i·s or any part thereof, five and 
one-half per cent. 

( l) On the twelfth one thousand dol
lars or ;iny part thereof, s ix per cent. 

{m) On any sum of taxable income 
in excess of. twelve thousand dollars, 
seven per cent. 

( 2) (a) In assessing back taxes in
terest sha 11 be added to such taxes at 
the ra te of six per cent per annum 
f1·om the fifteenth clay of March fol
lowing the year they first became as
sessable to the elate on which such baclc 
taxes when s11hsequent!y assessed will 
become delinquent, if unpaid. 

(b) In crediting overpayments of 
income tax against underpayments or 
agi:inst taxes to llH s ubsequently col
lected anil in making refunds of such 
taxes, interest sha!I be ad<led ::.t the 
rate of s ix per cent pP.r annum from 
the fifteenth clay of March follow ing 
the date of the payment of such taxes 
until the elate en \\'hich such nverp:iy
ment was entered on the tax roil. 

SEC. 7. The salaries of all deputies, 
assistants e r oti:Jer emp:oyces of the 
state tax commission shall be fl.xe:d by 
the tax commission and all such sal
aries, with all other e:.penditures nec
essary in the enforce1,1ent. of this act, 
shall be audited a:1d paid out of the 
state treasury iu the same manner as 
other similar salaries and state ex
penses are audited and paid. In the 
case of hearing held in any county, the 
board of county coromi!:-sio!!ers when 
r equested so to do by the tax commis
sion shall pro,ide a suitable room or 
rooms in the court house or other con
venient building at the county seat for 
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t he commission's use and the county 
shall be entitled to a reasonable r ental 
therefor. 

SF:c. 8. (1) The tax commission 
shall assess incomes as provided in 
this act and in the performance of such 
duty shall make such rules as shall be 
necessary and not in conflict with this 
act and shall provide necessary forms 
and blanks which shall be used by per
sons reporting incomes. 

(Z) Lir.bllity to taxation for income 
which follows the residence of the r e
cipient in the case of persons other 
than corporations, who move into or 
. out of the state within the year , shall 
be determined for s uch year by the ra
tio of time which the residence of such 
ta;payer in the state bears to the en
tire calendar or fiscal year. The de
ductions for personal exemptions pro
vided for in section 5 shall be prorated 
.on the basis of the time of residence 
within and without the s tate. T.he net 
income of such person a ssignable to the 
state for such year shall be used in de
termining the income subject to assess
ment under this Act. 

(3) Ever¥ corpora tion, whether tax
able under this act or not, sha ll fur
.nish to the ta x commission on forms 
provided by it a true and accurate 
statement. on or before March fifteenth 
of each year (except t hat returns for 
fiscal years ending on some other date 
than December thirty-first, shall be fur
n ished within seventy-five days after 
the last day of s nch fiscal year ) in 
such manner aud form and setting 
forth such facts as said commission 
sball deem necessary to enforce the 
provisions of this act. Such statement 
shall be made upon the oath or affirma
tion ot the president, vice-president, or 
other pri ncipa l officer and tbe treasurer 
of said corporation, an<l in the case of 
<:o:-porations in liquidation or in the 
hands of a receiver , such return shall 
be mace upon tbe oath or a ffirmation 
of the person t'espons ible for the con
duct of the affairs of such corporation. 
All corporations doing business in this 
state shall also fil~ with the t a:x com
mission on or before Ma rch fifteenth of 
each year on forms prescribed by the 
tax commission, a statement of s uch 
transfers of its capital stock as have 
been made by or to residents of this 
state during tbe. preceding calendar 
year. Such schedule shall contain the 
name and address of the seller and the· 

purchaser, date of transfer, a nd tbe 
number of shares of s tock transferred; 
and such corporations shall also file 
with the tax commission on or before 
March fifteenth of each year any infor
mation relative to payments made 
within the preceding calendar year to 
residents of this state, of salaries, 
wages, fees, rents, royalties, in terest, 
dividends and liquidating dividends in 
amounts and in the manner and forms 
prescribed by the ·tax commission. Any 
corporation failin g to file any such 
statement or form sha ll be subject to a 
fine of not more than five hundred dol
lars . 

(4) (a) Wh1:mever in the jndpnent 
of the tax commission any person other 
than a corporation shall be subject to 
income tax under the provis ions of this 
act , the tax commission shall notify 
such person to make report to it on or 
before March fifteenth of each year in 
s uch manner and form as the tax com
mission s ha ll prescribe, specifying in 
deta il the amounts of income received 
by him from a ll sources. together with 
the amounts of income received by his 
·dependents, bis wife, (except as pro
vided in section 8 (4) (c) ) and each 
child under eighteen years of age re
s iding with him as members of the 
family, and such other information as 
the commission shall deem necessary 
to enforce the provisions of this Act. 
Every person other than a corporation 
who receives during t.he year a net in
come of eight hundred dollars or over, 
if single; seventeen hundred-fifty dol
lars or over , if married; or a gross in
come of twenty-five hundred dolla rs or 
over, r egardless of the amount of his 
net income, must on or before March 
fifteenth of each year, report the same 
in the manner and form l1erein pro
vided to the ta.x commission whether 
notifieil to do so or not. on forms pro
vided by the tax commission and s hall 
be s ubject to the 1,ame penal ties for 
failure to report as those who receive 
notice: Provided, however, That not11-
ing contained in this section shall pre
clude the tax commission from requir
ing any person other than a corpora
tion to fil e an income tax return when 
in the judgment of the tax commission 
a return should be flied. 

(b) If any person required under 
this chapter to file an income tax re
turn fails to file such return within the 
time prescribed by law, or as extended 
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under the provisions of subsection (7) 
of this section, the tax commission shall 
add to the tax of such person ten dol
lars in the case of corporations and five 
dollars in the case of persons other 
than corporations; and if no tax is as
sessed against such person the amount 
of this fee shall be collected as income 
taxes are collected, and no person shall 
be allowed in any action or proceeding 
to contest the imposition of such fee. 

(c) Husband and wife ma.y fife sep
arate returns or join in a single joint 
return, each treating one-half of the 
community income as bis or her r espec
tive income and, in that event, the ex
emptions and deductions provided for 
in subsections (2) and (3) of section 
5 shall be allowed but once and divided 
equally. When separate returns are 
made, separate tax statements shall be 
issued to husband and wife. 

(5) Every partnership shall furnish 
to the tax commission a true and ac
curate statement, on or before March 
fifteenth of each year, except that r e
turns for fiscal years ending on some 
other date than December thirty-first, 
shall be furnished within seventy-five 
days after tbe last day of such fiscal 
year, in such manner and form and set
ting foi·th such facts as the tax com
mission shall deem necessary to en
force the provisions of this chapter. 
Such statement shall be made upon the 
oath or affirmation of oue of the mem
bers of said partnership. 

(6) Iu case of the failure on the 
part of any person to make a report of 
income within the time and in the 
manner prescribed by law, the tax com
mission may enter an assP.si<ment 
again">t said person upon ten ciars' no
tice in writing in such sum as the tax 
commission may deem just and equita
ble. After the entry on su<·b a~,;e;;,;. 
ment the per~on assessed shall be for
ever barred from questioning the cor
rectness of the same in any action or 
proceoding. 

( 7) In case of neglect occasioned by 
the sickness or absence of a person, or 
of an officer of any corporation re
quired to file a return, or for other suf
ficient reason, the tax commission may 
on written request allow such further 
time for making and delivering such 
return as they may deem necessary not 
t o exceed thirty days. 

(8) Any person required to make an 
income tax return, who shall fail, neg-

lect or refuse to do so in the manner 
and form and within the time pre
scribed by this Act, or shall . make 
a return that does not disclos<? his en
tire taxable income, sbal I be assessed 
by the tax commission according to its 
best judgment. 

(9) Any person failing to make an 
income tax report or making an incor
rect income tax report, with inten t in 
either case to defeat or evade the in
come tax assessment required by law, 
shall be assessed at twice tbe normal 
income tax rate by the proper taxing 
authority. Such increased assessment 
shall be in addition to all other penal
ties of sect inn 8. The statute of lim
itations sha II not begin to run as 
against any s uch taxpayer until the 
proper taxing authority slrn II ba ve 
made the assessment as herein pro
vided. 

(10) If any person, with intent to 
defeat or evade the income tax assess
ment required by law, s hall fail or re
fuse to make a return at the time or 
times bereinhefore specified in each 
year. or shall 1·ender a fal se or fraud
ulent return, such person shall be 
liable to a penalty of not less than one 
b unclred doll a rs and not to exceed fo·e 
thousand dollars at the discretion of 
the court. 

(11) Any officer of a corporatinn re
quired by law to make, render, sic;n or 
verify any return. who makes any faise 
or fraudule11 t return or :::!at.e::nent, with 
intent to <lefeat or eva:le the assess
ment requ ired by this aa to be made, 
shall upon conviction be fin<:>d not to 
exceed Jlve hundred dol!ars or be im
prisoned not to ex<'<:>ed one year. or 
both, at the discretion of the court, 
with the co.s t of prosecution. 

( 12) Any pe rson, othe r than a cor
poration. who fails or refu ses tn miike 
a return at the time hereinh~fore 1;:peci
fied iu each year or !-hall l'"nder a false 
er frauduleut :·eturn sha ll up,nu con
v:ction be fined not to cxre,:,d five hun
dred do!lars. or be imprisoned not to 
exceed one year, or both, a t the disc1·1;)· 
tioo of lhe court, together with the cost 
of prosecution. 

(13) Whenever in the judgment of 
the tax commission, it is deemed neces
sary that a person subject to an in
come tax should keep retards to s how 
whether or not such person is liable to 
tax, the tax commission ma:; serve 
notice upon such person and require 
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such records to be kept as will include 
the entire net income of such person 
and will enable the tax commission to 
compute tne taxable income. Therear
te.r, any taxes assessed upon informa
tion not contained in such records shall 
carry a penalty of twenty-five per cent 
of the amount of the tax. Such pen
alty shall be in addition to all other 
penalties provided in this Act. 

SEc. 9 (1) (a) Every executor and 
administrator shall file an focome tax 
return with the tax commission. Such 
executor or administrator shall include 
in such return : 

1. All income received by the dece
dent during that portion of the year 
covered by the return preceding the de
mise of the decedent. 

2. All receipts by him from the es
tate of the deceased during the year 
covered by the return, if sucb r eceipts 
would have been taxable as income to 
the decedent, had he survived. 

3. All receipts by him during the 
year from the estate of the deceased 
accrued at the date of death of the de
cedent but not reported by the dece
dent on the accrual basis, if such re
ceipts would have been taxable as in
come to the decedent had be survived 
and made the return. 

(b) If any person has been r eport
ing income from any trao:;action on a 
deferred basis, the executor or admin
istrator of the estate of such person 
shall during the administration of the 
estate of such person, account for the 
income arising from such transaction 
on tbe same basis as such transaction 
was reported by the decedent prior to 
his death and in the same manner as 
the decedent would have accounted for 
such income, had he sur,iYec1 and made 
the r eturn. If all of such deferred in
come has not been reported and ac
counted for in the income ts.x returns 
before the executor or administrator is 
discharged, he sbail r eport in his last 
iucome tax return as income the pres
ent value of such deferred inccme as 
yet unreported. 

(~) The first return of an executor 
or administrator shall be fil ed in the 
form and, manner and within the time 
that a return should have been filed by 
the decedent had ·he survived. Subse
quent returns of such e~ecutor or ad
ministrator shall be filed in the form 
and within the time that the returns 
of income are required from persons 

other than corporations. The first re
turn of such executor or administrator 
shall include the income received by 
the decedent during the portion of the 
year preceding the demise of deceased 
and also items. specified in seetion 9 
(1) (a), 9 (1) (b) and 9 (1) (e). 

(d) The same personal exem?>tion 
shall be deducted from the tax of the 
executor or administrator a.<, would 
have been deductible from the tax or 
the decedent under section 5 had he or 
she survived and made the return, ex
cept that, 

1. No personal exemption under sec
tion 5 (2) (a) and 5 (2) (b) for the 
decedent shall be allowed except !or 
the year or death. 

2. If the decedent at the time of 
death was actually supporting children 
under the age of eighteen yea.rs, or was 
actually supporting any other depen
dent person or persons, the personal 
exemption deductible under section 5 
shall be allowed to the executor or the 
administrator until such children shall 
reach the age or eighteen years or un
til such other person shall cease to be 
dependent. 

(e) During the period of the admin
istration of the estate, unless the sur
~iving spouse elects to make a separate 
return, as provided in section 8 ( 4) 
(c). the executor shall include in his 
return the income of the surviving 
s])ouse and the income of all children 
under eigh teen years of age, together 
with the income of any persons actu· 
ally supported by and dependent upon 
tbe estate for suppcrt. 

(f) The tax commission shall enter 
the tax on the inC'ome of any decedent 
or on the income of his executor or ad
ministrator, as other taxes are entered 
and the executor or administrator shall 
pay s uch tax when due. 

(2) Guardians shall malce returns of 
income to the tax commission only in 
case the ward if not under disability 
would have been required to file such 
r eturn, which returns shall be malle at 
the same time as returns of persons 
other than corporations are made, and 
shall show an the income from all 
sources received by or for the respec
tive wards whom they represent. The 
net income of a guardian shall be as• 
certained in the same manner as the 
income of other persons is ascertained, 
and shall be subject to the same deduc
tions for personal exemptions which 
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the ward would have been entitled to 
had he made the return: J>rovi(fed, 
That lf any of such wards are under 
eighteen years of age and are the chil
dren of a person required by this Act 
to file an income tax return, the per
sonal exemption under section 5 shall 
be allowed to the guardian. The tax
able income of such wards under 
eighteen years of age so ascertained 
and assessed to the guardian. shall be 
added to the taxable Income of the 
parent or head of a family as provided 
ln section 5, and the taxes shall be com
puted on the combined taxable income 
of such wards under eighteen years of 
age and parent or head of a family. 
The tax on the combined taxable in
come of parent and wards shall be 
credited with any taxes the guardian 
may have paid, or ls lial)le for, on the 
income of any such wards so included 
In the combined taxable income, and 
the balance of the tax on such com
bined taxable income shall be paid as 
provided in sect.'.on 5 (2) (d), and if 
any tax so credited shall not be paid 
by the guardian when due the parent 
or head of a (a.mily sha!l pay such tax 
and suc:b parent' s hall have the right 
of reimbursement of such taxes paid as 
provided in section 9 ( 5) . The taxable 
income of any ward shall be assessed 
to the guardian making the report and 
such guardi-an shall pay the taxes as
sessed when due. 

(3) Trustees of trust estates cre
ated by will or by contract or by dec
laration of trust or implication of law 
shall annually make a return of all in
come received by them as such to the 
tax commiss ion showing the total tax
able income received by them during 
the year, the nemes and addresses of 
dlstributees and the amounts severaHy 
distributable to them whether distrib
uted or not and also the amounts to be 
accumulated bY them for unknown or 
unborn or undisclosed beneficiaries or. 
for other reasons. The net income re
cei ved by such trustees shall be ascer
tained in the same manner as the net 
income of persons other than corpora
tions, except that the personal exemp
tions under section 5 (2) (a), (b), (c) 
and (d) shall not be allowed to such 
trustee. Distributees who receive or 
who are entitled to receive any part of 
such net income shall return the same 
as income to the tax commission, to
gether with all other income received 

by them and shall be assessed thereon 
as provided by this Act. Such of said 
distributees as are non-residents of this 
state i::!Ja ll be assessed on such income 
as they receive from the trust estate 
as the income of non-residents is as, 
sessed. No personal exemption shall 
be allowed either resident or non-resi
dent distrib_utees unless they make a 
claim therefor in their incomi:l tax re
turns made in accordance with the 
terms of this act showing the total net 
income. 

( 4) All non distributable, or contin
gently distributable income not dis
tributed sha ll be assessed to the trus
tee in the same manner as income of 
persons other than corporations is as
sessed, except that the personal ex
emptions under section 5 (2) shall not 
be allowed to such trustee. 

(5) All income taxes levied a~ainst 
the income of beneficiRries s ha ll be a 
lien on that po rtion of the trust estate 
or interest therein from which the in
come taxed is de rived, and such taxes 
shall be paid by the fi<lucia.ry. it not 
paid by the distributee, before the 
same becomes delinquent. Every per
son who a.'> a fiduciary under th<' pro
visions of this chapter pays an income 
tax, shall l12ve all the rights and reme
dies of reimbursement for a:1y taxes 
assesserl. a~ains t him or paid by him 
in such capacity. 

(6) An executor, adminiFtrator, 
guardian or trustee applying to a court 
having jurisdiction for a discharge 
from his trust and a final settlement 
of his accounts," be fore his application 
shall be granted, shall fil e with the tax 
commission a return of all incomes re
ceived in his representative capacity 
during the time between the last pre
ceding January 1st and the date of his 
application for discharge and also sim
ilar returns of income received by the 
decea~ed during each of the years open 
to audit under sections 10 and 11 If 
such returns have not hereto r-ore been 
flied. Upon the receipt of s uch returns, 
the income tax assessor shall immedi
ately determine the amount of taxes to 
become due and shall certify such 
amount to the court and the court shall 
thereupon enter an order directing the 
executor, administrator, trustee or 
guardian, as the case may be, to pay to 
the tax commission the amount of tax, 
if any, found due by the tax ccmmis· 
sion, and take his receipt therefor. The 
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receipt of the ta.'\'. commission shall be 
evidence of the payment of the tax and 
shall be filed with the cour t before a 
final distribution of the estate is or
dered, anrl the executor, admiuistra
tor, trustee or guardian is discharged. 
Any ta.xes fonnd to be uue from the 
estate fOi' any of the years open to 
audit under sections 10 and 11 sha ll be 
assessed against and paitl by the exec
utor or administrator: any taxes found 
to be due after the executor or admin
istrator is discharged, shall be assessed 
against and paid by the beneficiaries in 
the same ra tio that their interest in 
the estate bears to the total estate. 

(7) Returns of income re(]uired to 
be made by virtue of the next preced· 
ing subsection may be d ispensed with 
by order of the court having jurisdic
tion in cases where i t is clearly evi
dent to the court that no income tax is 
due or to become due from the trust es
tate. 

(S) A resident who received income 
from a non-resident fiduciary shall be 
taxed the same as though such income 
ha1 been received by such r esident 
without the intervention of a fiduciary; 
and a resident fiduciary receiving in
come for a non-resident beneficiary 
shall report such income to the tax 
commission. 

SEC. 10. (1) The tax commission 
shall presume the in~omes reported on 
the current return to be correct for the 
purpose of preparing initial tax rolls, 
and shall enter on s uch rolls the com
puted taxable income. Such tax rolls 
and all subsequent tax rolls shall re
main on fil e in the office of the ta.x 
commission. Additional tax roils shall 
be prepared from t ime to time, which 
shall include office a udits of current 
returns, initial tax omitted from the 
first ini tial roll, ini tial assessments of 
fiscal year returns. and corrections 
made a'fter field audits pursuant to sec
tions 10 and 11. 

(2) The tax commission, upon the 
completion of the tax roll , shall notify 
each taxpayer by ma:! of the amount 
of income taxes appearing on said roll 
against him, together with the date 
when such taxes w ill be due and pay
able, and. the elate when such taxes 
will become delinquent. · 

(:l) All income taxes shall become 
due and payable as follows : 

(a) Initial assessments of taxes on 
incomes of' persons who report on a 

calendar year basis may be paid in 
two installments, each ,consisting of 
one-half of the total amount of the tax. 
The first' ¥1Stallment shall be due and 
payable on June 1st. and the second 
im:tallment shall be due and payable 
on or before six months thereafter; 
and each ins tallment shall be del!n· 
quent if not paid at the date when due, 
as herein provided: Provided. however, 
That in cases where the tax payable 
does not exceed ten dollars the install
ment privilege shall not apply. 

(b) Initial assessments of taxes on 
incomes of persons who fl1e on a fiscal 
year basis may be paid in two insta ll
ments , each consisting of one-half of 
the total amount of the tax. The first 
installment shall be du~ and payable 
on the first day of the six months after 
the close of the fiscal year of such per· 
son. and the second installment s hall 
be clue and p;isable on or before six 
months thereafter; and each install
ment shall be delinquent if not paid at 
the date when rlue, as herein provided: 
Provi.ded. h01oever. That in case~ w·here 
the tax payable does not exceed ten dol· 
Jars the installment privilege shall not 
apply. 

(c) Back assessments of income 
taxes omitted from initial rolls and ad
ditional income taxes assessed under 
sections 10 and 11 shall become due 
and payabie on entry upon the asses• 
ment roll. 

(d) Income taxes shall become de· 
linouent it not paid within thirty days 
after the same are due as provided in 
this chapter, and when delinquent shall 
be s ubject to a penalty of two per cent 
on the amount of the tax and interest 
at the rate of one per cent per month 
until paid, and the tax commission 
shall issue a warrant under its official 
seal directed to the sheriff of the coun
ty wherein the taxpayer r~s!des, if a 
natµral person; or wherein his prop
erty is located or income is produced, 
if a non-resident; or to the county 
wherein the corporation has its prin
cipal place of business or has prop
erty, or wherein its income is pro
duced, if a corporation; and sha11 com· 
mand him to levy upon and sell the 
real and personal property of the per
son owing the same, found within this 
county, for the payment of the amount 
thereof. with the added penalt! ei;:. inter
est and the cost of executing the war· 
rant, and to return such warrant to 
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the tax commission and pay to it the 
money collected by virtue thereof by a 
time to be therein specified, not more 
t han sixty days from the elate of the 
warrant. The sheriff shall within five 
days after the receipt of the warrant. 
file with the clerk of his county a copy 
thereof, and thereupon the clerk shall 
enter in the judgment docket, in the 
column for judgment debtors. the name 
of the tax payer mentioned in the war
rant. and in appropriate columns the 
amount of the tax or portion thereof 
and penalties for which the warrant is 
issued and the elate when such copy 
is filed, and thereupon the amount of 
such warrant so docketed shall become 
a lien upon the uee to and interest 
in real property or chattels real of tbe 
person against whom it is issued in the 
same manner as a judgmen ~ docketed 
in the office of such clerk. Tll P. said 
sheriff shall thereupon pr(lceed upon 
the same in all respects, with like ef
fect. and in the same manner pre
scribed by law in respect to executions 
issued against property upon judg
ments of a court of record, and shall 
be entitled to the same fees for his 
services in executing the warrant, to 
be collected in the same mann er. In 
the discretion of the tc>.x commission a 
warrant of like terms, force and effect 
may be issued and directed to any 
a gent authorized to collect income 
taxes, and in the execution thereof 
such agent shall have all the powers 
conferred by law upon sheriffs. but 
shall be entitled to no fee or compensa
tion in excess oi actual expenses paid 
in the.performance of such duty. If a 
warra·nt be return.ed not satisfied in 
full , the tax C'Ommission s hall have the 
same rem~dies to enforce the claim for 
taxes against the taxpayer as if the 
People of the state had recovered judg
ment against the taxpayer for the 
amount of the tax. Action may be 
brought at any time by the attorney 
general of the state at t he instance of 
the tax commission, in the name of the 
state to recover the amount of anv 
taxes. penalties and interest due unde~ 
this Act. 

( 4) The tax commission shall as 
soon as practicable ar'ter each initial 
tax roll bas been completed. audit each 
return filed, and if it shall be found 
from such office audit that a person has 
been over or underassessed, or if it 
shall be found that no assessment has 

been made when one should have been 
made, the tax commission shall correct 
or assel's tli'e income of such person. 
Any asses!'.ment, correction or adjust
ment macl'e as a result of such office 
audit shall be presumed to be the re
sult of an a udit of the return only, and 
s uch. office audit shall not be deemed a 
verification of any items in said return 
unless the amount of such item and 
the proprliety thereof shall have been 
determined after hearing and review 
as provided in section 12: and such of
fice audit shall not preclude the tax 
commission from moking field audits 
of the books and records of the tax
payer and from making furth,}r ad
justment, cor rection and assessment of 
i ncome. 

(5) The tax commission shall noti
fy tile taxpayer. as prov"ided in section 
12 of any adjustment, co:-rection and 
assessment made pursuant to subsec
tion 5 of th!s sectio!l. 

( a) If the taxpayer requests a l1ear· 
ing, the additional tax or overpayment 
shall not be placed on the tax roll un· 
til after hearing and determination of 
the tax by the tax commission or the 
county hoard of review. 

(b) In all cases where there has 
beeu 'TlO request for hearing, and after 
decision where a hearing has been r e
questeci. !be additional tax er overpay
ment shall be entered on the next tax 
roll. 

(c) If the tax is increased the tax 
commission shall proceed to collect the 
additional tax in the same manner as 
other income taxes are collected. 

( d) If the income tax is decreased 
the treasurer s!Jall refund to the tax
payer such part of the oYerpayment as 
was actually paid in cash. Refunds to 
which any taxpayer may be entitled 
under thJs "act, due to O\'erpayments or 
mh;takes in computation or otherwise 
shall be made to the taxpayer by means 
of vouchers approved by the tax com
mission and by the issuance of state 
warrants drawn upon and payable from 
such fund,lii as the legislature may pro
vide. 

SEC. 11. (1) Whenever in the judg
ment of the tax commission it Is 
deemed advisable to verify any return 
directly from the book.;; and records of 
any person. or from any other sources 
of information, the tax commission 
may direct any return to be so veri· 
fled. 
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(2) For the purpose of ascertaining 
the correctness of any r etu·rn or for 
the purpose of making a determination 
of the taxable Income of any person, 
the tax commission sha ll have power 
to examine or cause to be examined by 
any agent or representatlvt desig-uated 
by it, any books, papers, records, or 
memoranda bearing on the income of 
such person, a nd may require the pro
duction of such books, papers, r ecords 
or memoranda, and r equire the attend
ance of any person having knowledge 
1n the premises, and may take testi
mony under oath and require proof 
materia l for their information. Upon 
such information as it may be able to 
discover, the tax commission shall de
termine the true am@nnt of income re
ceived during the year or years under 
investigation. 

(3) If it shall appear upon such in
vestigation that a person l1as been 
over or underassessed, or tb{lt no as
sessmen t bas beeu m ade when one 
should have been made. the tax com
mission shall make a con ect assess
ment in the manner provided in section 
10. 

( 4) Additional assessmen ts a nd cor
r ections of a.ssessments may be made 
of income of any taxpayer if such cor
rertions are made within seven years 
after the clo!'e of t1'P period covered by 
the Income tax return. 

Sec. 12. No additional assessment 
by office audit or field investigation 
shall be placed upon the assessment 
roll without notice in writing to the 
taxpayer giving him an opportunity to 
be heard in relation thereto. Such no
tice s hall be served as a superior court 
summons or by registered mall. Serv
ice of such notice by regular mail shall 
also be sufficient noti ce of such assess
ment if receipt thereof is admitted by 
the person assessed, or if there is other 
satisfactory evidence or the receipt 
thereof. Any person feeling aggrieved 
by such assessment shall be entitled to 
a hea.riug before the tax commission in 
the case of corporations or the county 
board of review in the case of persons 
other than corporations, if within 
twenty days after notice of such assess
m en t he shall apply for sncb hearing 
in writing, explaining in detail bis ob
jections to such asf!essment. If no re
quest for such hearing is so made, such 
assessment shall be final and conclu
sive. If a request for hearing is made 

the taxpayer shall be beard by the tax 
commission or the board of review as 
the case may be and after such bearing 
the tax commission or the board of re
view shall r enrler its decision regard
ing s uch assessment. 

SF.c. 13. (1) The state tax com
mission shall appoint three resident 
taxpayers of each county to serve as a 
county board of r eview. 

(2) The county clerk shall be clerk 
of such board, and shall keep an accu
rate record of all proceedings thereof, 
including a correct record of all 
changes in the assessment rolls made 
by the board. The tax commission 
shall employ a stenographic reporter 
to take all evidence given before the 
board .and to (:Xtend the same in type
written form. The county clerk shall 
preserve in his office a record of all 
s uch proceedings, minutes and evi
dence taken, and all documentary evi
dence offer ed, and sball notify the par
ties to the appeal of the decision of the 
board of r eview. 

(3) (a) The county board of review 
of each county, shall meet annually on 
t he last Monrlay of July at ten o'clock 
A. M., at the court house In said 
county to hear complaints, make as
sessments, and review appeals from as
sessments of persons other than cor
poration. A majority shall constitute 
a quor um. The compensation of such 
board of review shall be fixed by the 
tax commission. 

(b) No notice of a county board of 
review meeting s hall be published in a 
newspaper in the county, but the tax 
commission shall notify the persons 
whose appeals are to be beard at any 
one meeting as proTided by section 12. 
Heariugs shall be private and a ttend
ance thereat shall be limited to the 
necessary officers and agents or the tax 
commission, the interested taxpayers or 
parties and their attorneys and wit
nesses in each case, together with nec
essary stenographic or other reporters. 

(c) Tbe board may adjourn after it 
has disposed of all appeals before it, 
subject to the call of the tax commis
s ion for t he consideration of other ap
peals from time to time until the last 
Monday of the following July when it 
shall finally adjourn. 

(a) Attendance or witnesses and the 
production of books and papers before 
saict boarci may be compelled by sub
poena, issue<i by the clerk thereof, a. 
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justice of the peace or a court commis
sioner. 

(4) (a) The board shall receive any 
statement of the representative of the 
tax commission or of any other person 
regarding assessments or changes in 
assessments, and shall hear and exam
ine, and permit the representative of 
the tax commission to examine, upon 
oath, any aggrieved person, entitled to 
a hearing under section 12 on bis as
sessment, or any other person who 
shall appear before it In relation to 
such assessment, or in relation to the 
failure of any other person to r eport 
income, and the board may direct an 
assessment to be made or increase or 
decrease any assessment, if satisfied 
from the evidence submitted. 

(b) The board shall not increase 
any assessments, nor assess any income 
not assessed by tbe tax commission un
less the person liable for payment of 
the tax thereon, or his agent, shall have 
been beard by the board in relation 
thereto, or unless such person, after 
notice of hearing shall have failed to 
appear before the board in relation to 
such assessment at the time and place 
specified in such notice. 

SEC. 14. No person against whom an 
assessment of income tax has been 
made shall be a llowed in any action or 
proceeding either as plaintiff o r defen
dant to question any assessment of in
come, unless wri t ten objections thereto 
shall first have been presented in good 
faith to the tax commission, aud fuil 
disclosure made under oath of any and 
all income of such party liable to as
sessment. and unless such person !'ball 
l1a\·e aYailed himself of the remedies 
provided in section 12. 

SEC'. 15. (1) Any person, including 
the representative of the tax commis
sion, d issatisfied with any determina
tion CJf the county board of review may 
appeal wi thin twenty days after the 
date of such determination to the tax 
commission, to whom a copy of the r ec
ord of the hoard shall be certified. to
ge~ber with all evidence or a copy 
thereof. relating to such assessment. 
A copy of the notice of appeal shall be 
served upon the tax commission. 

(2) The tax commission shall re
view sneb assessments from the r ecord 
t,hus submitted, and shail make neces
sary eorrections and certify its conclu
sion to the county clerk, who shall duly 
notify the person l'iable for the taxos, 

and the tax commission shall enter the 
corrected assessment on the assessment 
roll. 

SEC. 16. (1) Tbe provisions for ap
peal provided in this section shall be 
the sole and exclusive remedy for 
court review of any assessment of in• 
come made, corrected or confirmed. 

(2) No person against whCJro any as
sessment of income has been made. cor
rected or confirmed shall be allowed in 
any action or proceeding either as 
plaintiff or defendant to contest any 
such assessment unless such person 
shall first have availed himself of the 
remedies provided by sections 12, 14 
and 15. 

(3) Appeals shall be taken to the 
superior court of ,the county in which 
the corporation has its principal place 
of business or before whose income tax 
board of review the hearing on the as• 
sessment was held. 

( 4) Such appeal shall be taken with
in thirty days after written notice of 
the decision of the tax commission bas 
been given to the taxpayer by regis• 
tered mail. 

(5) Such appeal may be taken by 
serving a copy of the notice of appeal 
on the tax commission and by filing 
the original with the clerk of the su
perior court of the proper county. Ev
ery such notice of apl)eal shall recite 
the order, or decision from which such 
appeal is taken, and shall clearly speci
fy the objections to such assessment, 
order or deeision to be cousiciered on 
such appeal; such notice of appeal shall 
al:;o recite in a clear and concise man
ner the ass ignments of error i>.lleged 
by the appellant to have been commit
ted by tlie tax commission or the 
county board of review in determining 
the tax liability of th'! api)elian t, to• 
getllcr with a clear and concise state• 
meut of the facts u))on which the ap
pellant relics as constituting tlie bas is 
of said appeal anc:l of foe propositions 
of law involved. 

(6) "Within thirty days after the 
sen·ice of such notice of appe.al, the tax 
commission or the coanty clerk shall 
return to said cou:·t the origil:a l, or a 
certified 01· photostatic' copy o[ all doc
uments. papers, evide11C'e, statements 
and exhibits on file iu the matter and 
of all testimony taken therein. 

(7) Within thirty clays after service 
of such notice of appeal, the appeliant 
shall serve upon the tax commission a 
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brief In support of the objections to 
such assessment, and shall at the same 
time file a copy thereof with the clerk 
of the court wherein said appeal ls 
pending. Within sixty days after the 
service of the appellant's brief the tax 
commission shall serve an answer upon 
the appellant or the counsel for the 
appellant, to tbe objections raised on 
such appeal, together with a brief in 
support of such answer and assess
ment; and upon the service and filing 
of such answer and lJrief, the appeal 
shall be regarded as at issue. 

( 8) Said appeal may thereupon be 
brought on for hearing by either party 
upon the record maue before the tax 
commission or the county board of re
view and not otherwise, on ten days• 
notice to the other, subject, however, 
to the provisions of law for a change 
of the place of trial, or the calling in 
of another judge to preside at such 
bearing. Upon s uch hearing the court 
shall disregard any irregulai·ity, infor
mality or omission not affecting the 
legal groundwork of the tax. and sball 
en ter an order confirming such assess
ment a!ld directing judgment in accord
ance with the terms of said order, un
less it shall ap9ear that .such assess
ment was otherwise in whole or in part 
illegal, and in all actions and proceed
ings to contest the v.alidity of any such 
asse~su1ent. the proceedings of the tax 
comu1ission and the county board of re
view shall be presumed to be legal, and 
the determination of the tax commis
sion or tho coar:ty board of review shall 
not be impaired. vitiated or set aside 
upon any grounds not affecting tbe le
gal groundwo;·k of the tax. H the court 
i;ball find that such assessment is in 
whole or in pa!'t illegal, disregarding 
any irregularity. informality or omis
sio11, as hereinbeforc provided, it shall 
direct the tax commission to make 
such corrections in the assessment as 
it may in its decislou order. There
upon the court, upon eight clays writ
ten notice to the adverse party, shall 
enter judgment in accordance with its 
decision and such corrected assessment. 
It shall be tbe duty or the clerk of any 
court rendering a decision affecting an 
income tax assessment to transmit 
promptly, without charge, two copies 
of such decision to the tax commis
sion. 

(9) Either party may appeal to the 
supreme court within twenty days 

after the entry ot such judgment in 
the manner provided for other appeals 
from the judgment ot the superior 
court, and all such appeals shall be 
placed on the calendar of the supreme 
court, and· brought to a hearing in the 
same manner as other state cases on 
such calendar. If no such appeal be 
taken within such period the clerk ot 
the court shall forthwith certify such 
fact to the tax commission and shall r~ 
turn the record to the tax commission. 

(10) The attorney general shall ap. 
pear for the tax commission in all 
courts. 

(11 ) As soon as the appellant shall 
have served notice of appeal to the 
superior court on the parties provided 
by this section. s uch notice shall stay 
all collection proceedings until final 
determination of the appeal, but shall 
not operate to stay the delinquent pen
a lty and interest on unpaid amounts 
as provided in subsections 12 and 13 o! 
this section. 

(12) (a) Any person who shall con
test an assessment in court shall state 
in his notice of appeal what portion i.f 
any of the tax is admitted to be legally 
assessable and correct. 'l'he appellant 
shall forthwith pay to the tax commis· 
sion the portion of the tax admitted to 
be regularly assessable and correct and 
such tax so paid cannot be recovered in 
the pending appeal or in any other ac
tion or proceeding. 

(b) Any part of an income tax as· 
sessment which fs contested in any 
appeal in court. which the court after 
hearing shall order to be paid, shall be 
considered as a delinquent tax from 
the date on which it would have be
come delinquent under section 10 if 
such appeal had not been taken, and 
any such tax so ordered to be paid 
shall be subject to a penalty of two 
!)er ceut on the amount of the tax and 
interest at tl1e rate or one per cent per 
month from the date of such delin
quency until paid. 

(13) After final decision and return 
of the r ecord to the tax commission, the 
tax commission shall proceed to collect 
the taxes in the same manner as other 
delinquent income taxes are collected. 

Sr.:c. 17. ( 1) The provis ions for re
funds and credits provided In this sec
tion shall be the onJy method for filing 
and review of claims for refund of in
come and no person shall be allowed 
to bring any action or proceeding what· 
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ever for the recovery of such taxes 
other than is provided in this section. 

(2) No refund shall ·be. made and no 
credit shall be allowed for taxes over
paid on income for the years not open 
to audit under section 11. 

(3) No refund shall be made and no 
credit shall be allowed on any Hem of 
income or deduction, assessed as a re
sult of an office audit, the assessment 
of which shall have become final and 
conclusive under the provisions of sec
tions 12, 13. 14, 15 or 16, and no r efund 
shall be made and no credit shall be 
allowed for any year, tlrn income of 
which was assessed as a result of a 
field audit, and which assessment has 
become final and conclus ive under the 
provisions of sections 12, 13, 14, 15, or 
16. 

( 4) It shall not be necessary for a.ny 
person to file a claim for refund or 
credit after such refand or credit has 
been entered on the tax roll. 

(5) Every claim for refun<l or credit 
of income shall be filed with the tax 
commiss ion and such claim shall set 
forth specifically and explain in de
tail the reasons for the basis of such 
claim. After such claim has been fil ed 
it shall be considered and acted upon 
in the same manner as are additional 
assessments made under sections 10 
and 11 and if any portion of such claim 
is disallowed the person filing the same 
shall have the same right of hearing as 
is provided in section 12. If after bear
ing as provided in section 12 any por
tion of the claim is disallowed and the 
person filing the same shall have 
availed himself of the remedies pro
vided in sections 14 and 15, such per
son shall have the right of appeal to 
the court but only as provided in sec
tion i6. 

(6) If the tax -commission shall 
fail or neglect to act on any claim for 
refund or credit within one year after 
the receipt thereof, such neglect shall 
have the effect of allowing suc-h claim 
and the tax commission shall certify 
such refund or credit. 

Sec. 18. (1) In their return for 
purposes of assessment persons deriv
ing incomes from within and ·1vithout 
the state sl1all make a separate .ac
counting of the income derived from 
without the state in such form and 
manner as the tax commission may 
p rescribe. 

(2) The entire taxable income of 

every person deriving Income from 
within and without the state when 
such person resides within the state, 
shall be combined and aggregated for 
the purpoE<e of determining the l)roper 
rate of taxation. The tax commi!:'sion 
shall compute the tax on the combined 
taxable income of such person. 

SF:c. 19. The tax commission sl1all 
on the next business day following the 
receipt of an~· payments under this Act 
transmit the same to the state treas
ur€-r, who shall, upon receipt thereof 
deposit the same in the state treasury 
to the credit cf the state current 
school fund and the same s hall be 
used exclusivE'lY and ent irely tor the 
reduction or elimination of the annual 
state tax on the general p1·operty of 
the state required by hPv to be levied 
for said funcl: Pr()vi cle,1. ho1ct>1:ci·. Th::it 
if at the time required by !aw for the 
making of the annual property tax 
leviE's for state purposes there sliall be 
sufficient revenue to the credit of the 
state current school fund to make the 
levy of a state property t?.x therefor 
unnec:?ssary, then in that event no such 
state property tax for the ~tate cur
rent school fund shall be levied and 
any surplus remaining in said fuud 
over and above the amount required 
to meet the apportionments from said 
fund required by law, shall be depos
i ted to the credit of U,e various funds 
provided for state institutions of 
higher Iearnins-, in relative propor
tions as the millages provided in sec
tion l, chapter 82 or the Laws of the 
Extraordinary Session of J 925, and 
shall be used exclusively aud enti rely 
for the reduction or elimination of the 
annual st.ate tax on the general prop
erty of the state required by law to be 
levied for said funds : Ancl provWed, 
further, That any balances remaining 
shall be applied so as to eliminate a ll 
other state proper1y wx levies bet'ore 
any amount of said surp!us shiill be 
credited to the state general fund. 

SEC. 20. (1) 'fhe state tax commis
sion is hereby empowered to make 
such rules and reguiations as it shall 
deem necessary in order to carry- uut 
the provisions of this ,\.ct. 

(2) The state tax commission is 
hereby authorized to emplo~, such 
boards of review, attorneys, t•lerks, spe
cialists and other ass istants as are 
necessary to carry into effective opera
tion this Act. Salaries and compensa· 
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tions of such empioyees shall be 
C'harged.to the proper appropriation for 
the tax commission. All expenses of 
administration of ,th is Act shall be 
paid out of the general fund. 

SEC. 21. Whenever an inc::orrect in· 
come tax assessment has b6len com· 
pletcd or no assessment has been en· 
terecl when one should have been en· 
tered and such error shall be discov
ered after the tax N il llas been com
pleted. the tax commission may correct 
such error at any time hefore the tax 
becomes delinquent by entering the tax 
properly due, or it' no t~x is due, by 
making a n entry to that effect. 

SF.c. 22. (1) When an~' <'Orporation 
liable to taxation under · this Act ::on
ducts its business in such a manner 
a:i either directly or indfrectiy to bene· 
fit the members or stockholders there· 
of, or an:, person interested in such 
business, by selling its products or the 
goods or commodities in whi <'h it (lea!s 
at less than the fai r price which might 
be obtained therefor: or where the tax 
commission has reason to believe that 
any taxpayer so conducts the t rade or 
business as either directly or indirect
ly to C:istort the true net income and 
the net income properly attribnt :1. b:e 
to the state, whether by 1.he arbitrary 
shifting of income, through price fix
ing. charges for services 0 r othenvise, 
whcre1iy the net income is arbitrnrily 
assigned to one or another unit in a 
group of taxpayers carr~·ing on busi
ne~s under a substantially commcn 
control or to one or ar.other unit of 
the business of a taxpayer, it may re
quire !;uch facts as it cleems necessary 
for the proper computation oi the en
tire 1:e t income and the net income 
properly attrihutault) to the state and 
in detet'n:ining tl•e same the tax com
mission sball have regard to tile fair 
profits which wonlcl normally a:·ise 
from the cc:iduct of the t rade or busi
ness. 

·c:n For the purpos\'\ of this Act, 
w henever a corporat ion which is r e
quired to file an income tax return, is 
afli:iated with or n,lated to any other 
corpor:tiion th,·ougil stoclc ownership 
by ti:Jc same interests, or as parent or 
&ubsi:iiary corporations, 01· whose in
come is regulated thr·ough contract or 
other anangement, the tax commission 
may require s uch consolidated state· 
rnents as in its opinion are nece;;sary 
in order to determine the taxable in· 

come received by any one of the af
filiated or related corporations. 

SEC. 23. (1) If any clause, sentence, 
paragraph, subdivision, section or part 
of th!s act shall for any reason be ad
judged to be invalid, such judgment 
shall not affect, impair, or invalidate 
the remainder of the act, but shall be 
confined in its operation to the <;lause, 
sentence, paragraph, subdivision, sec
tion or part thereof directly involved 
in the C'Ontroversy in which i,uch judg
ment sh~ll have been rendered. 

(2) If any tax imposed under this 
act shall ])e adjudged to be invalid as 
to any corporation or ~lass of corpora
tions included within the scope of the 
general language of the act, such in
validity shall not affect the liability of 
any corporation or class or corpora
tions as to which s1.1ch tax has not 
been adjudged invalid and it is hereby 
declared that bad the invalidity of t he 
tax as to such corporation or class of 

. corporations been considered at the 
time of the em:rtment of t his Act. the 
ta;.: herein provided for would never
the:ess have been imposed upon all 
other co1·porations or classes of cor
pora tions within t1'e S<'OPe of the gen
eral language of the Act. 

(3) If-it shall be adjud~ed that any 
tax imposed upon any taxpayer under 
the provisions of this Act is invalid 
beca use cf the inclusion in the net in
come of the taxpr.yE< r accNd Ing to or 
bv which the t~x is ::isce,tainecl or 
n;ea.sured. income of the taxpayer 
which is by lr.w exernr,t from direct 
tuxatiou, such inYa lidi ty shn!I J)ot af
fect the liability o( the ta xpayer to a 
ta x accor r!ing to. or 1neac:m·Nl hy, so 
murh of the income of the t:i.xpayer 
iis is not ex('mpt h y law from direct 
taxation; and it iG hereby declared 
that had il been considered at tile time 
of t ho cr.nrtment of this act that in
ccn,e within I.he scope of the gl'.'ueral 
language of this act, but not itself s ub-

. ject to direct taxation, could not law
fully constitute the mea!'-nre or any 
part of the mt'a eurc by which a. tax im
posed under the provisions of this act 
is ascer tained or rnen:mrecl, the tax 
herein t)roYidcd would nevel'thci.:,ss 
have been imposed upon a ll tr.xpayers 
within the purview of tltis Act, accord
ing to and mPasured by so much of the 
net iDcome of surh taxpayer as may 
lawfully be includccl within, or con
stitute a part of, the measure by which 

(46) 



Initiative Measure No. 69 

a tax according to or measured by net 
income may be computed. 

SEO. 24. (a) Except in ac<?orclance 
with proper judicial order, or as other
wise provided by law, it shall be un
lawful for the commission, any deputy, 
agent, aud1tor, county clerk or board 
of review or other officer or employee, 
to divulge or make known in any man
ner the amount of income or any par
ticulars set forth or disc:osed In any 
report or return requlred under this 
Act. Nothing herein shall be constrned 
to prohibit the publication of statistics 
so classified as to prevent the identifi
cation of particular reports or returns 
and the items thereof, or the inspec
tio11 by the attorney general or other 
legal representative of the state of the 
report or return of any taxpayer who 
shall bring action to .set as iue or re
view the tax based thereon, or against 
whom any action or proceeding has 
been insti~uted to recover any tax or 
any penalty imposed by this act. Re
ports and returns shall be preserved 
for seven years and thereafter until 
the commission orders them dcstroyep. 

(b) Any offense against sub:livision 
(a) of this section st.all be punished 
by a fine of l!Ot exceeding $1,000.00, or 
by im.JJtisonment not exceeding one 
year, or both, at the discretion of the 
court, and if the offender be an officer 
or employee of the state he shall be 
dismissed from office and shall be in
capable of holding any public office in 
this state for a period of five years 
thereafter. 

(c) Notwithstanding the provisions 
of this section the commission may 
permit the commissioner of internal 
revenue of the United States, or the 

STA TE OF W ASHJNGTON-ss. 

proper officer of any state imposing 
an income tax similar to that imposed 
by this act, or the authorized repre
sentative of either such officer, to in
spect the income tax returns of any 
taxpayer, or may furnish to such offl• 
cer or his authorized representative 
an abstract of the return of income 
of any taXl)aycr or supply him with in
formation concerning any item of in· 
come contained in any return, or clis· 
closed by the report of any investiga
tion of the income or return of income 
of any taxpayer; but s uch permission 
s·hall be granted, or such information 
furnished, to such officer or his repre· 
scntative only if the statutes of the 
United States. or of such other state, 
as the case may be, grant substantially 
similar pri viieges to the proper officer 
of this state charged with the adminis
tration of this Act. Every taxpayer 
shall, upon request of the commission 
fur nish a copy of the return for th~ 
corresponding year, which he has filed 
or may file wi th the federal govern
ment of the United States, showing his 
net income and how obtained and the 
several sources from which derived. 

SEC. 25. There is hereby appro
priated from the general fund of the 
State of W:ishington, the s um of Fif
teen Thousand Dollars, or so much 
thereof as may be necessary, for pay
ing the expenses incurred in the ad· 
min.istration of this Act until provision 
is made therefor by the legislature. 

SEC. 2S. This Act shall take effect 
at the time and in the manner pro
vided by law for i.llitiative measures 
and income earned during the year 
1932 shall be taxed under the provi
sions hereof. 

Filed in the office of the Secretary of State, March 22, 1932. 

J. GRANT HINKLE, Seci·etary of State, 
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ARGUMENT FOR INITIATIVE MEASURE NO. 69 
''NET INCOME TAX'' 

(1) It is the fairest of all taxes as it is based on ability to pay. 
(2) I t collects nothing from small incomes, little from moderate incomes 

and reasonable amounts from large incomes. 
(S) It a1lords relief to all property, now overta.xed, by reducing the state 

tnxcs Jcvied for education. 
(4) Every dollar collected automat.kally reduces the l evy on property. 
(i'i) It does not increase t.he total amount of taxes to be collected. 
(6) It increases the number who pay taxes directly, making them sba.re

holders in government. 
(7) It is in s uccessful operation in many states, including our neighbors. 

Washington is experiencing the come tax law are largely followed in 
most critical tax crisis in her history:-- computing net income. The deduc
Valuations have shrunk 50 % ; tax lions, exe mptions and rates of taxa
de!inquencies have increased 35 % tion are clearly set for th in sections 
and costs of government are alanning. 5 and 6 of the bill. Since the mea-

ln the face of these facts over sure has as its prime purpose the 
6'5 % of the wealth of the state 1mcl relief of overburdened property, the 
69% of our adult population are home owner is permitted to deduct 
1m:v:ug no di?'ect taxes what.ever for from his computed income tax, any 
state or local govermnent. Many citi- taxes he has paid on his home up to 
zens, enjoying substantial incomes, $50 and any property owner is per
send their children to our schools mitted to deduct from his computed 
and enjoy all the protection and income tax, any property taxes paid 
benefits of government yet pay noth- up to half such income tax. T his means 
lng towards its support. that the average home owner with a 

Obviously, one of the greatest net income of less than $4,000 would 
needs is to spread the burden over have no income tax to pay. Deductions 
a wider base, bringing t hose who a re are provided equivalent to exemptions 
paying little or nothing to the relief of $800 for sin'gle men, $1,600 for mar
of those overburdened. That ls the ried m en , and approximately $400 for 
purpose of Initiative No. 69. I ts each dependent. Corporations includ
chief aim is to relie,•e the exressive ing banks are taxed on the same basis 
burden upon homes, farms rmd busi- as individuals. 
ness 1n·operties by t ran.sfe1' ring a J>Or- Twenty states have a<lopte<l in
tiou of the burden to those now pay- come tax laws. Your vote for this mea
ing little or nothing. sure will enable Washington to step 

The "Barefoot School Boy Law" forward with other progressive states 
provides that the state shall raise towards a solution of the tax problem. 
for the common school fund S20 per This is not only an emergency 
census child for every school child in measure- lt is an economically 
the state. Thus a definite fixed s um sound step in a long time tax re
of money is now required, which is vision prog ra m. It would compel all 
raised by a tax levy on real and per- to pay taxes for the support. of state 
sonal property. Section 19 provides and local governme nt in proportion 
that the money raised by th.is iu::ome to their ability to •pay. 
tax will go toward supplying this Washington Tax Equalization. 
state school fund money and auto- State Grange, Farmers Union, Farm 
matically reduce the present tax levy Bureau Federation, State Agricul-
on your property. Jf t her e is a re- tural Council, Tax Limit League, 
mainder -Of proceeds it will be ap- Realty Boards, Title Association, 
plied similarly to reduce property Savings & Loan League, Parent 
levies required for the state institu- Teachers Association, Education As-
tions of higher learning. The result sociation, Class Room Teachers 
is sure and defini te. No new tax League, County Co:nmissioners Asso-
money is produced for anyone to spend. elation, State Federation of Labor, 

The provisions of the federal in- Women's Legislative Council. 

STATE OF WASHI.NGTON-ss. 
Filed In the office of Secretary of State, July 18, 1932. 

J. GRANT HINKLE, Secretary of State. 
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