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OPINION
This appeal is made pursuant to section 18594 of the
Revenue and Taxation Code fromthe action of the Franchise Tax
Board on the protests of WIlliam A Salant and Dorothy Salant
agai nst proposed assessnents of additional personalincome tax
in the amounts of $619.05, $1,168.75, and $1,472.75 for the
years 1962, 1963, and 1964, respectively.

The question to be decided for each year under apPeaI
is the same, namely: whether the amount of tax credit deducted

by appel | ants on account of taxespaid to the State of New York
I's in excess of the anpunt of credit allowable under California
law. Resolution of this question requires consideration of the
scope and effect of sections 18001 and 18006 of the Revenue and
Taxation Code; Section 18001 provides

~ Subject to the follow ng conditions,
residents shall be allowed a credit against
the taxes inposed by this part for net incone
t axes i nposed br and paid to another state
on incone taxable under this part:

(a) The credit shall be allowed only
or taxes paid to the other state on incone
erived fromsources wthin that state which
ﬁ taxabl e under its laws irrespective of

r

f
d
|
the residence or domcile of the recipient.
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_ (b) The credit shall not be allowed
If the other state allows residents of this
State a credit against the taxes inposed by
that state for taxes paid or payable under
this part.

(¢) The credit shall not exceed such
proportion of the tax payable under this
part as the inconme subject to tax in the
other state and al so taxabl e under this
part bears to the taxpayer's entire incone
upon which the tax is inposed by this part.

Section 18006 provides:

(a) A nenber of a partnership who is
taxabl e on the incone thereof shall, subject
to the conditions prescribed in (b) and (c),
be allowed a credit against the taxes inposed
by this part on such rnconme for net incone
t axes ﬁapd by the partnership to another state
on such incone.

(b) Credit shall be allowed only for
such proportion of the tax paid to such other
state by the partnership as the income of the
partnership which is taxable to the partner
under this |aw and al so taxed to the partnership
In such other state bears to the entire income
of the ﬁartnershlp upon which the taxes paid to
such other state were inposed.

(c) The credit shall not exceed such
proportion of the tax payable under this |aw
as the income of the partnership which is
taxable to the partner under this |aw and
al so taxed to the partnership in such other
state bears to the partner's entire income
upon which the tax I's imposed by this |aw

_ Appellants are husband and wife who have naintai ned
their residence in the State of California since Cctober 1961,
They filed joint California personal incone tax returns for the
years 1962, 1963, and 196k,

For each of these years appellants realized income
fromsources in New York which include a distributive share of
income froma New York partnership., The incone derived from
New York sources was subject to New York personal incone tax.
and personal incone tax of $%Jazo,$1,820 agd $2, 400 was Eald
to the State of New Yorkfor the years 19%2,1963, and 196k,
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respectively. Additionally, the partnership from which
appel l ants derived income was subLect.to a separate net

i ncome tax inposed by the New York Unincorporated Business

Tax Law.  The taxes paid by the partnership on appellants*
share of the partnership income amounted to $788.03, $1,168.75,
and $1,472.75 for these sane years

As residents of California, appellants were subject

to California's personal income tax on their share of the
partnership income, Appellants, however, conputed credits
of $,013.77, $1,808.17, and $2,268,02 against their California
personal income tax on account of the personal incone taxes

aid to New York and separate credits of $760.47, $1468.75, and
%ﬂ,h72.75 on account of the taxes paid by the New York partner-
ship on their share of partnership income. The conbi ned amounts
of $1,77%.2% for the year 1962, $2,976.92 for the year 1963, and
$3,740.77 for the year 1964 were deducted fromtheir California
personal income taxes payable for these years. The total credit
clainmed for each year was substantially in excess of the Californ
tax inposed on the portion of the income realized by appellants
from New York sources

Respondent concl uded that the California Personal
| ncone Tax Law did not authorize a tax credit in excess of the
amount of California tax inposed on the incone also subject to
tax In a sister state. It disallowed that portion of the tax
credit which exceeded the California tax on the income derived

from New York sources

It is appellants' position that sections 18001 and
18006 are each self-contained provisions prQV|d|n8 for the
al | owance of separate and distinct tax credits and that the
total amount of the clained tax credits should be allowed so
as to prevent double taxation.

_ The intent of the Legislature is the controlling
consideration in determning the extent of the relief afforded
by these code sections, (D cke% v, Raisin Proration Zone 1,

24 Cal . 2d 796 [151 P.2d 505].) | STproper to determ ne what
the Legislature intended fromall the circunmstances'including
the consequences that mght flow froma particular interpretation
(Estate of Ryan, 21 Cal. 2d h98[133 P.2d 626}.) Since both

sections enbrace the same subject and are part” of the sane |aw,
they are to be construed in I'ight of each' other so that the
interpretation will be in harmony. (Select Base Materials v.
State Board of Equalization, 51 Cal. 2d 640 [335 P,2d 672].)

The interpretation Shoul d be reasonabl e and conpatible wth'the
apparent policy and purpose of the legislation.... (Ret.hLebem.
Pacific Coast Steel Corp. v. Franchise Tax Board, 203 Cal. App. 24
458721 Cal. Rptr. 707].) - - -
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The critical provisions of the two sections are
those to the effect that the credit "shall not exceed" such
proportion of the California tax as the incone taxed by both
states bears to the entire incone taxed by California. APpe|| nts
construe these provisions as a nandate that the credit fo eac%
of the taxes inposed by New York shall equal the specified
proportion of the California tax regardl ess of whether the
conbined credits exceed that proportion, As we view those
provisions, they reflect an underlying intent that the total
credit should be limted to the anmount of the California tax
on the same income that is taxed by the other state regardless
of whether the inposition by the other state is in the form of
one tax or of two separate taxes. This construction neets the
literal requirements of each section that the credit "shall not
exceed" the specified proportion and it harnonizes with the
evi dent purpose of the |egislation

_ W agree with apBeIIants that the ﬁurpose of the two
sections is to prevent double taxation but their concept of the
appropriate relief goes far beyond that reasonably attributable
to the Legislature in enactln? the sections, These sections

are concerned with the double taxation that results wien
California and another state tax the same income. Al that

Is required for California to give relief fromits part in

that double taxation is to allow a credit against the California
tax on the income that is taxed by both states. Appellants'
interpretation would relieve a taxpayer from the paynent of
California tax on income which had no connection what soever

m1rh the other state and which was not taxed by that state at
all.

In addition, appellants" interpretation could result

in discrimnation agalinst a taxpayer whose share of partnership
Income is subject to a single income tax of another state as it
isin California rather than two separate net incone taxes such
as inposed by the State of New York. Assune, for exanple, that

a single tax levied by state X equals the total inposed through
two separate taxes by state Y on the same anount o partnershl?
income. The California credit for the tax paid to state X woul d
clearly be limted to the anmount of the California tax on the
sameincone, pursuant to section 18001, subdivision (c),

Equi val ent relief against the total of the two taxes paid to
state Y woul d be assured through the conbined operation of
sections 18001 and 18006. Under appellants' interpretation

of each section as being entirely Independent, however, the
relief for the taxes inposed by state Y would be greater

W fail to see mh¥ the Legislature would wish to provide a
greater nmeasure of relief nmerely because the total tax is cast
I'n the formof two separate taxes,
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o To give effect to the intent of the Legislature,

it is our opinion that sections 18001 and 18006 nust be
construed together so that the total credit for taxes inposed
by another state on income also taxed by California wll n%t
exceed the California tax on that incomg. Sl NCe respondent’s
action accords with this view, We sustain its partial dis-

al | owance of the claimed credits.

Qur decision makes it unnecessary to rule on
respondent?s al ternate contention that the allowance of a
greater credit would violate the provisions of section 18011
of the Revenue and Taxation Code.

ORDER

Pursuant to the views expressed in the opinion of
tRe bPard on file in this proceeding, and good cause appearing
t heref or,

I T IS HEREBY ORDERED, ADJUDGED AND DECREED, pursuant
to section 18595 of the Revenue and Taxation Code, that the
action of the Franchise Tax Board on the protests of WIlliam A
Salant and Dorot hy Salant to proposed assessnents of personal
incone tax in the amounts of $619.05, $1,168,75, and $1,472.75
for the years 1962, 1963, and 1964, respectively, be and the
sane is hereby sustained.

Done at Sacranento , California, this 10th day
of My , 1967, by the State Board of Equalization.

» Chairman
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