TAXATIOL AND REVENUE: Arplicable personal exemvptions to be
: allowed under Missouri income tax law
for 1946.
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Honorable ¥, &, lorris
Director of lgvenue
JeiTerson Clty, Mlssouril

Atvtentlon: MNr, W, il, Holmun, sSupervisor
Income Tax Unit, Division of Collection

PVeor Silig

Rererence 1s mude to your lobbter of recent date, re-
guesting an oificial opinion ol this oifico, and roudlns asg
follows: : :

"[he present Missouri stote incoms tax luw
provides for certain personal exenptions

in Bection 11351, R. 5, Migsouri, 1939, '
while House Bill /676 wiilch was recontly ;
signed by Governor Donnelly provides lurger
persgonal exauptions than section 11351,

"Pleage advise whether the wllowable per-
gonal exemptlons for the year 1946 will be
tiie exemptions provided under the new law,
or will it be necessury to prorate these
exocrptions accordingy to the number of months
each law was in eifect. ‘

"It is reyucveted that you furnish this de-
partment with un opinion in tihls nwbtter.®

louse Bill No. 6768 of the 63rd General Assembly, reforred
to in your letter, become erfcetive on July 1, 1946. .wong
other provisions imcorporated thevein, there appears section
11551, reading, in part, as rollowa:
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"for the purposes of this tax, tlhere shall
be wllowed ws ait excuption in the nature of
a deduction Trom the amount of the net in-
cogie 0r euch resident individual, uscer-
tained as provided herein, the sum of
$1,200 plus 1,200 additionul if the per-
gon making the return be the head of a
family, or 4 married wen with a wile liv-
ing with him, or plus the sum of 1,200
additional if the person making the return
be & married womun with a husband living
with her; but in no event shall this addi-
tional excuptlon of 1,200 be deducted by
both a husband and a wife: Provided, that
only onse deduction of {2,400 shall be from
the aggresate income of both hushand and’
wife when 1living together: Provided, fur-
ther, that ii tlhie person making the return
is the hiead of o famlly there shall be an
additional exemption of (400,00 for such
person dependent upon such head of a family
if related by blood or marriuge if said de-
pendent receives umore than omne half of his
or her support from the person making the
return, * ¥ *»

Comparison of tihls statute with Seetion 11351, R. 8. iio.
1939, discloses that increased pergonal exeiptions are now
allowable namely, /1,200 in the case of single persons,
rather than »1,000, prvviously allowed; 2,400 in the case of
narried persons flllﬂb Jjoint returns, rather than 42,000, as
previously, and 400 for dependents, rather than 300, as
previously.

. It is u primary rule of statutory construction that all
statutes relating to the same subject nmatter must be construed
tosmether. 1In thls repard, we direct your attention to the
cuse of State v. Naylor, 40 8. W. (2d4) 1079, 328 o, 385, from
which we uote:

"We do not lose sight of the fact that all
statutes thut mey be appllcable must be read
and construed touuther and, if possible,
harmonized. ¥ * %n

~ Applying this rule to the yuestion ab hand, we note that
ihcorporated in House Bill No. 676 were two further provisions
relating to exemptions. For instance, Section 11343 contains
"tite following:
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woE F X axanptions shall he prorated and
per centwld of tax levied shall be allocated
to portions of any yeur where entire year
is not cgvgred or dii'fereut wates nay pre-
vail, & #n : :

We also find the same phraseology employed in subsection (c¢)
of Sectlon 11343, ' '

vonsidceration of these clauses {ound in other parts of
the uct indicates to us tiat 1t was tne intention of the Lezis-
lature tihat with respect to exowmptions, such sxewptions should
be prorated for the portion of the year to whlich they are ap-
plicable.

Thut the #issouri incose tux is not a unit w.s held by
the Supreue Court en Banc, in Grahow Paper Co. v, Gehner, 59
Ge We %Bd) 49, wherein the court suid, after referring to the
declsion resched in Rreed v. 3wan, 133 o, 100, 54 3. W, 483:

"Phig last holding effectually answers the
contention made hore thut the income tax
for a given year is a unit and not propor-
tionable for a part of the year at one rate
and for another part-'at another rate, * * *
and that prior to the maturity date it does
not have even a potential existence or rise
to the dignity of an obhligation.®

The c.ge of Graham Papor Co. v. Gehner, supra, is in many
regpects analogous to the situstion presented. by the enactisent
of House Bill lo., 676, Thut case was for the purpose of o0b-
taining a construction of an amendment to the exlsting His-
souri income tax lew, the auendment, in effect, providing that
subseijuent to July o, 19287, a differcent method should be used
for the purpose of determining the net income ol corporations
than that employed for that portion oi the yeur prlor to such
date. So far as the particular taxpayer who was plaintifif in
tiet action was concerned, the amendment had the effect of in-
creasing tie tax due. Collection of the incirease was resisted
o the ground that the entire tax should be coumputed on the
basig provided by the law before amendment. That the Leglsla-
ture might properly provide for a dilfferent rute to be levied
upon the net incowe coi taxpayers (or different portions of tie
same btax year was distinetly held in the case, the court say-
ing, l. c. B1:

"In State ex rel. Koeln ve Southwestern Bell
Telephone Company, 916 lio, 10068, 1011, 292

2
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S W, 1057, tils court suid: TWhwther a
tax rate may be different for diiferent
parts oi a year, instead of taking tihe year
as a unit rfor tuxation purposes, was set-
tled by thig court in cuse of Smith v.
Dirckx, 255 ilo. 188, 22% 3. V. 104, 11
AdL.Re D510, The Lesislature wmay provide

for an income tax vate prevailing part of
the year with a differont rate {for the other
part of the year,'!®

Although the opinion refers to the uction oi the Legis-
lature in amending the 1987 incoue tax law as a “different
rate," such in ruet was not the casc, 'What had been changed
by the amendment was the bagis for determining the net ilncome
to which the cate was applicable. Harlier in the opinion,

1. c., 49, the court had suld: "The rate of taxation was con-
tinued at 1 per cent." Helerence to the legislutive proceed-
ings discloses this to be trus, )

We think bhe same reasoning to be applicable to your
‘question relative to the personal exemptions which have been
increussed. It might be arpued tiat the new personal exemp-
tions should ve allowed to the net income derived Tor the
entire year., (/e do not believe, however, thut this pogition
would be tenable in thut it does not rest within the power
of the Geuneral issembly vo authorize the releasing or ex-
tinguishing oi any indebtedness, llability or obligation due
tie state or any county or municipal corporation. We guote
again i'ron Graham Paper Co. v, Gehner, cited supra, l. c. 5l

"In this connection the plaintiii contends
that although the amended law of 1927 is
retrogpective in its operation ir construed
to cover a period antedating the time it went
into effect, yet as it 1s detrimental to the
state only, and not to the taxpuayer, there

is no valid objection, so far as the state is
concerned, to the law being retrospective.
The provision of the Constitution inhibiting
laws retrospective in their operation is for
the protection of the citizen and not the
state. The law is stated in 12 C. J. 1087
thus: '"The state may consgtitutionally pass
rotrospective laws lmpuiring its own rights,
and may inpose new liabilitles with respect
t0 transactions already past on the state it-
self or on the governmental subdivisions
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vhereof.' sec lew Orlemns v, Clark, 95

Use S. 644, 24 L. 248, 521, This merely
means that sueh luws zre retrouctive in
their opsration, but thut the sovercign
state may loregso or walve ites own rights

and nay be held to huve done so by the en-
actment of the law called in gucstion.

1t 1s thierefore urgued with huch force

that the acet ln guestion wmerely reduced

the income taxes to be collected by the
gtute, beginning with Januwary 1, 1327,

and thouph the act did not go lnto aeffcct
till July 5, 1827, the state could law-
fully iwpair its own rights and relleve
-the taxpayelr of part of the burden ol tuxes
lready incurred, Defendants' reply to

this 1s that 1 the counstitutional provi-
sion agoinest retrogpective laws 1g avall~
able to citizens only, and not to the state,
there is another constitutional provision
equully effective oud clearly applicable in
favor of the stubts as against legislative
cnuctments purporting to release or &X=-
tinsuish obligations or liabilities to the
gtate or any governmental subdivision of

the game, to wit, section 51 of article 4

of the Congtitution, which provides: 'The
teneral Assembly shall Lhave no power to
recleage or cxtinguish, or authorize the re-~
leasing or exztinguishing, in whole or in
part, tiie indebtedness, liability or obliga-
tion of aay corporation or individual to
thig 3tabte, or to any county ox other mu-
nicipal corporation tasrein.! The language
of this constitutional provision is very
broad wnd comprehensive in protecting the:
gstato ngainst leglglative acts iapuiving ob-
ligations due to 1t, in that it prohibits
the release or exbtinguishmont, in whols or
in part, unot only of indebtedness to the
state, county, or municipality, but liabili-
ties ox obligations of every kind. It will
be noticed that this constitutionsl provi-
sion ig couched in tiie lunguage and uses the
same terms ns are used with referecnce to
retrospeciive laws., In determining what
transactionsg or congiderations are within
the purvicw of rstrospective laws, the courts
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The constitutional provision upon whiech the above holding
was bottomed, nemely, Secvion 51, .rbticle IV, oif the Consti-=
1875, has besn readopted in the Goupgtitution of 1945

tution of
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use thie saue berus as uare used in this con-
abltutional provigion, to wit, liabllities

or obligations, as well as debts. Iun con-
tending inn the Virckx and Bell 'Melephone
Caged, supra, that income tuxes not dus or
cupable of ascertolnment 11l tae end of the
year could not be ths subject ol & retro=-
spective law, the swue vrounent was used as
ig now used to sxclude sawme iroa the cone
gtitutional provision just yuoted, to wit,
that the ipcowe tax for the eutire year is

a unit and does not couswe into sxistence coven
&8 wi oblipation or liability till tlhie ond

of the year, when for the first tiaee 1t was
capable of ascertuimment. That would be

true ss to belng aen lndebtedness, bub, as
there pointed out, it is not true us to be=-
iag en obhligation or liability., Thls wrgu=~
nent wag rejJected s not sound in the Dirckx
and Bell Telephone Cases, as 1t must be here,
It was thdére held that an inchoato tax, though
not due or yot payable, is such an obligation
or liabllity as to be within the protection
of the restriction against roetrogpective laws,
and for the sauie reason we st hold that
such inchoate tax is an obhligation or liabil-
ity within the meoning oi the constitutional
provision now belns considered. In other
words, if an unmatured tox hes suriiclont

vIuailty to bo proteuteo ih favor of thie citi-

ZONS apeinst retrospective Laws, 16 has suf-
Iiclent vitulity to be protected In fovor of
the gstote asainst h01ghrohulngulshcd or re-
leased by Je islative enactuent, ("ﬂphuSIQ
ouUrs.)

and appears as subsection (5) or Section ¥2, srticle III

thereof,

It reads as follows:

“The geheral a: sembly sholl not hwve powver:
¥ kR (5) To release or exbtinsuish or to
authorlze tie releasling or extinsuishing, in
whole or in part, without considevation, the
indebtedness, liubility or obligation oi any
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corporution or individual due this state or
any county or wmunlcelpal corgporution; *» ¥ e

Under tils rule tile General sssewmbly could rnot enact a
law which would huvo the erfect of releasing the obligation
for income tax computed under a prior law for a portion of
the tax year, und we believe that the General sssenbly was
fully cognizant of this fuct whein it incorporated in other
sections oi llouse B1ll No, 676 the gquoted provisions relats
ing to the proration or cxenptions. : ’

LONCLUSION

In the prenlses, we are Of the opinlon that the exemptions
@llowable in 1946 cgainst net incosc for the purpose of deter-
mining the hissouril income tex foi such yeer should be the aggre-
cate of the proportiocunate purt oi° such cxewpbions allowable
under the provisions of section 11551, R. 5. Mo. 1959, for the
portlon of the calendar year 1946 said statute was in erfect,
and the proportionate part of such exenplions allowable under
the provigions of section 11551, found in Mouse H1ll No. 676
ol the 65rd Generul ssgsembly, fov the portion of the oslendar
year 1946 that swid seetion ls in cifect.

Respectiully submitted,

WILL #e BIRAY, Jr.
Lggistent Attorney General
APPROVED:

~ttorney General . o

WEBER




