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Section 5509 of the Revised laws of Hawaii 1945, allows the deduc- yo >
tion of the following sums in computing the net income of individuals C.
(including fiduciaries) ﬁaxabla under the income tax imposed by Chapter
102: .

(a) If single, or if married but not living with spouse, $1,000;

(b) If married and living with spouse, or if head of family with
dependents, $2,000;

(¢) If providing chief support for dependents (other than spouse),
$200 for each dependent,

This report attempta to ascertain and appraise the fiscal effects
of eliminating thaée personal exemptions from the income tax law of the

Territory.

Sunmary of Conclusions

The current exsmptions for single persons and heads of familics
under Section 5509 sre on & level with those most commonly established by
state income tax 1#“5& The exemption of $1,000 granted estates and trusts,
However, is higher than average, while the $200 dependency exemption is at

the lower 1limit of the range of state exemptions.

Elimination of personal exemptions from the territorial income tax
may be expected to add approximately $2,915,000 to the tex revenuss, at
current levels of tax rates and per capita incoms, To coliect this addi-
tlonal revenue it is estimated that the cosis of tax administration would
be increased by about $275,000, leaving & net accretion to territorial in-
come of approximately $2,640,000.

The bulk of this new revenue would be paid by persons receiving less
than $5,000 per year, the additional tax burden falling most heavily upon

the heads of families. Persons with dependents would pay larger income
taxes than single taxpayers, the tax increasing with the number of depend-

enta, Deletion of personal ekemptions, therefore, would have the effect
of removing much of the progressiveness now built into the income tax rate

gtructure.
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PERSONVAL, EXEMPTIONS UNDER THE HAWAIT INCOME TAX

1. Level of Incoms Tax Exemptions:
Hewaii and the Mainland =~

The personal exemptions specified by Section 5509 -~ $1,000 for single
persons,l $2,000 for heads, of families, and $200 per dependeﬁt - aprroximate
those allowed winder the income tax laws of most of the states which imfose
such levies. Thirty states and the Distriect of Columbis now tax pesrsonsl in-
comes, and all but Hew Hampshire grant deductions which increase with the
number of dependents in the taxpayer's family. (See Appendix 1). The exo.ip=
tiong granted to single ﬁersons by all but seven states range from $750 to
%'51,500,2 while the head-of-family allowances of 211 but esix lie within the
range of $1,500 to $2,500. Delaware, Maryland, Montana, Horth Carclina,
Oklahoma, Vermont, and Virginia grant exsmptions to single znd married persons
which are identical with thosc of Hawali.

Compared with mainland levels, howsver, ths allowance for deperdents
made by the territorial income tax is low, with all but seven of the states
allowing an exemption for each dependent which is larger then the $200 de~
duction afforded under Section 5509. No state income ftax applying to wages

and salaries has a dependency exemption less than $200,3

las used throughout this report, "single peraons' include married persons
separated from theiy spouses, and so unable to claim tax exemptions on their
behalif.

2Ineluding five states which grent exemptions in *he formn of dednetions
from the computed tax. Arizona, Towa, and Minnegota, with ‘ax-rate schedules
beginning at one por cent, permit the sinple farpaysr to deduet J10 from kis
tax bill, equivalent to an zllowance of $1,000 or leas, devending upon his
taxable income, Wisconsin, algo with a basic tax rate ol one ner ceat, aliows
the deducticn of %3, while Kentucky, with rotes beginning at two per cent

& i; e o3 i St s !

affords a £20 deduction from the single person's computsd tax,

3The New Hampshire tax on income from certain intangibles has a flat
exemption of $200 for each taxpsyer.
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Conversely, the $1,000 exemption afforded estates and trusts is among
the higher range of such allowances under state tax laws, Of eleven states
which make specific provision for the exemption of some fraction of fiduciary
income, five allow a deduction of as much as $1,000, the exemption made By
Section 5509, Kansas grants an exemption of $750; North Dakéta,%SOO; Mary-
land and New Hampshire, $200; while California differentiates between es-
tateé and trusts, pérmitting the former a deduction of $1,500, against #1.00
for trusta, A similar differentiation is made by Minnesota, which allowa a
trust but half of the exemption granted estates,4

Shorn of its persénal sxemptions, the territorial income tax would be
more comparable, in respoct to hﬁn—business incoms, to the gross incoms
taxes now imposed by Indiana, New Moxico, Washington, and Wegt Virginia,
The latter three states, however, exclude all salariss and wages, whils
Indiana exempts $1,000 of income to sach taxpayer.”? The rates of thege
grosg income taxes are also much lower than those which would obtain under
a territorial income tax frou whiéh Seetion 5504 had hean eliminated, In
Washington, the tax rate is graduated from 1/10 to & per cent; in New Mexico
it ﬁaries from 1/8 to 2 per cent; it is 1 par cent on most lncomes in
Indlana; and in YWest Vi;ginia, aceording to the ceccupstion of the taxpayer,
the rate varies from 1/5 to 7-4/5 ﬁer cont, with most incomes taxuble at 1

per cent or less,

4Daductions from the tax bill of $5 and %10, respectively. (Cf. foot-
nota 2.) :

"Retailers are granted an exemption of #3,000,
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2. Estimate of the Additional Tax Yield

Under the present income tax law, most single persons deriving their
income from wages and salarles or from dividends are not liébla for terri-
torial income tax unless their income exceeds $5,000, In the case of heads
of families, gross income may reach $8,000 or more before incoms tax lia-
bility is incurred. Three factors determine the level at which tho terri-
torial income tax begins to apply: (a) the highly progressive federal in-
come tax, deductible from gross incoms; (b) the two per cent compensation
and dividendg tax -~ entirely deductible from gross income, and three-
fourths of which is applied as credit agalnst the computed inceme tax; and
(¢) the level of personal exemptions,

If personul exemptions were entirely aliminated, the effect would be
to impose an incoms tax liability upon thousands of persons now reached
under the compensation and dividends tax, but not by the incoms tax,® The
removal of personal exempitions would subject persons in the lower bracksts,
who now pay no income taxes upon thelr wages and salaries, to new taxes
ranging from about $10 to $30 or more. (4ippendix 2).

Additional tax lisbility would he added o those in middle and upper
income brackets already reached under the present tax law, A single person
receiving a salary of $5,000, for example, should now pay about $6, but

would have an income tax bill of $36 if his $1,000 exsmption were removed.

5According to the Office of the Tax Commissioner, approximately 130,000
parsons ars excuged from filing income tax returns by reason of their per-
sonal exemptiona, under Sectlon 5524 of the Revised Laws 1945. An addition-
al 145,000 with incomes entirely taxable by the compensation and dividends
tax did not file, undar regulations of the Tax Commissioner, (Letter from
Earl W. Fase, Deputy Commissioner, dated September 12, 1947.) As a rosult
of the tax rate increases enacted by the 1947 Terrltorial Legislature, and
the issuance of new income tax regulations, a large fraction of ths 275,000
formerly excused will now have to fils.




A married man receiving $20,000 from salary and dividends would have -
approximately $80 added to his income tax which is now lesslthan $50
(Appendix 2.)

Lacking current data upon the distribution of incoms in the Terri-
tory, as well as deteiled infermation concerning the number‘of deperdants
among the groups hitherto not required to file tax returns, it is difficult
to estimate with any exaciness the amount of additional tax revenue which
would result from the deletion of personal sxemptions. From statistics of
taxable income based upon 1947 returns (1946 incoms) supplied by the 0ffice
of the Tax Commissioner,'to which the new tax rates have been applied, 1t
seems likely that the additional tax raceipts would approximeste $2,915,000.
Table I indicates the sources of the larger income tax collzctlons.

Table I.-~Sources of Additional Income Tax Revenus,
if Personal Lxemptions were Bliminated,

GROUP _BRACKET

Taxable Income:
Up to $5,000 . . . . . . . . . . .. $2,744.,000

$5,000 to 310,000 . . . . . . . .. 117,000
$10,000 to $20,000 . . . . . . . . . 42,000
Above $20,000 . . . . . . . .. . 12,000

Total « + + « . . . . . $2,915,000

This approximation of $2,915,000 is based upon reported and estimated
net incomes received in 1946, Since that time personal incomss have con<
tinued to rise, and thls factor would make the above estimate an under-
statement. An influence working in the opposite direction, however, is
that under the increased effective rates which would be brought about by
removing personal exemptions, there would bs far greater incentive for tax

avoidance and evasion. It is agsumed that these two offsetting forces are
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of about the same magnitude, and, therefore, no adjustment has been made in

the estimate of additional income tax receipts.

3. Incremesed Costs of Income Tax Administration

Deletion of personal exemptions would edd approximately 130,000
annual income tax returns to the number received end proceased by the
Bureau of Incoms and Miscellansous Taxes.” The Office of the Tax Commis-
gioner estimates that this additional administrative burden would neces-
sitate an increase in its staff of 75 to 100 persons., The salaries of
such a working force would approximate &BESO,OOO.8 Additicnal forms, bills,
assessment notices, supplies, etc,, necegsary to process 130,000 new re-
turns would cost about $25,000 yearly. Office eQﬁipment, guch ss desks
and chairs, adding machines, typewriters, ete., for the larger staff would
require a capitel expenditurs of $75,000, not including provision of office
gpace to houss the additional personnel., Allowing z minimum of $275,000
for annual operating costs, then, at present levels of taxable personal in-
come, the elimination of personal exemptions would net the territorial

government about $2,640,000 annually,

4. Who Will Pay the Additional Taxes?

The new tax burden created by deletion of personal exemptions from
the income tax law would fall most heavily upon salary and wage-earners in
the lower income brackets, particularly upon heads of families or those with

dependents. As Appendix 2 indicates, a married men with two children,

7This is over and above the additional rcturna which will be filed as a
result of the increase in the basic tax rate from two to thres per cent
(Act 111, S, L. 1947) and the new regulations of the Tax Commissioner.

Letter from Barl W, Fase, Deputy Commissioner, dated September 12, 1947.
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earning $1,000 annually and now paying no incoms tax, wouldwpay a tax of
#12, or 1,2 per cent, Persons with the ssme number of dependents would
also pay about 1.2 per cént on an income of $2,000; but upon #4,000, the
new tax would be less than 1 per cent., The addilional incoms taxes which
would be levied upen incomes already taxod under the pressnt law would
approximate 7/8 of one per cent on $2,000, % of one per cent on $20,000,
and about 1/5 of one per cent upon an income of ¢50,000. 1In a word, the
tax increment created by deletion of perscnal exemptions would be regrase
give.

Appendix 2 elso shows that larger amounts of additlonal revenuo
would be collected from those with dependents than from single persons.
This results from the larger (deductible) federal income taxes paid by
single persons, allowing a lower tax liability under the territorial in-
come tax. Under the current law,Jthis effect 1s offset by the higher
personal exemptlons afforded heads of families. If the exempllons were ro-
moved, however, the amount of territorial tax would vary directly with the
nunmber of dependents claimed for federal income tax purposes., Thus, the
Hawaiian income tax paid by a person earning %3,000 would be about $23 if
single, $26 if married, and $32 if he has two childran. In the $5,000
bracket the tax liabilities would apprroximate $36, $39, and $46; while on
a gsalary of 8,000 the tax leviss would be approximately $51, $5%, and $69,
respectively, for single persons, mirried persons, and wnrricd persons, with
two additional dependents., At the #20,000 incoms level, a single person
would pay a tax of about %127, but he would be assessed $145 if married and
supporting two children.

Because of the heavier tax liability which would be imposed upon

| heads of families, an exemptionless personal income tax would create the
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situation where & person with a lower income but more dependents would pay
a larger tax than a man in a higher income bracket, but with fewer depend-
ents. For example, a person with three or more dependent children, earning
$4,000, would have to pay more than $40 for territorial income tax, while a
gingle man earning $5,000 would pay about $36. The headuof-family earning
$2,000 annually would be taxed slightly more than the single man making
$3,000, while the tax on the $3,000 income of a family head would exceed
that on the $4,000 received by & single person.

5. Comparative Tax Burden Upon Wages, Salaries,
and Dividends

To attempt & comparigon of the taxes paid out of salaries and wages
in the Territory with those lmposed by five states, Appendix 3 shows the
tax levies upon income at four levels: §$2,000; §5,000; $8,000; and $50,000,
Of the atatés chosen for comparisoh, Virginia affords personal exemptions
identical with those of Hawaii; those of Californis and New York ars higher;
while those of Idaho and Kanasas afe lower than the exemptions of this Terri-
tory. |

Most persons in Hawaii sarning less than $3,000 now pay little or
no income tax, but do pay two per cent upon their wages, salaries, and divi-
dends, under Chapter 98 of the Revised Laws, On incomes above $8,000 from
these sources, the income tax gradually increases, reaching about §95 for a
single person receiving $50,000 -~ a tax of less than 1/5 of one per cent,

To agscertain the relative tax burden upon wagss, salaries, and divi-
dends, it 1s more meaningful to include the twe per cent compensation and
dividend tax levied by the Territory -- & tax without personal exemptiong

and therefore without a counterpart among the tax systems of the states.?

9The nearest counterpart at the state level 1s the one per cent Indiena
gross income tax, which grants a personal exemption of $1,000.
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Appendix 3 shows that when peraonsl income and compensation’fax levies are
combiﬁed, the resident of Hawaii earning up %o $5,000 now pays a heavier
tax upon his salary or wége than he would in any of the five states aelscted
for comparison., Above $8,000, the total income and compsnsation tax pay-
ment becomss comparable with the average income tax of the five states, but
in the upper brackets - $50,000 or more -~ the combined Hawaiian taxes be-
come relatlvely light, being exceeded by the income taxes of California,
Idaho, New York, and Virginia, At this income level, only Kansas among the
five states has a smaller income tax upon salaries and dlvidends than does
Hawaii,

If personal exemptions were deleted from the territorial income tax,
the resulting combined income and compensation tax assegsments on low and
middle-bracket incomss would exceed the Income taxes imposed by any state
in the Union. In the upper income ranges above #$10,000, howevar, the taxes
on income paid by salary or dividend reclipients in Hawali would continue to
fall short of those imposcd by California, Ideho, New York, and Virginia,

among the states selected as bases for comparison. (Appendix 3.)

6. Impact Upon Taxation of Business Income

The effect of eliminating personal exemptions upon taxation of busi-
neas incomes would be simllar to that upon the taxation of wages and
salaries, The added tax would be heaviezt, both in absolute ard relative
terms, upon those with dependents. Relotively, the additional tax burden
would fall most heavily upon businessmen in the lower income brackets.

These results are shown in Table II, below, which also indicates
that the added amount of tax would bhe substantislly the same for persons

with an identical number of dependents, regardless of the size of their
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incomes. As in the case of wage and salary earners, the tax increment would

vary with the number of dependents, Marrisd persons with two or mors

children, for example, would have an additional tex liabllity more than

double that assessed upon the incomes of single persons.

Table II,--Taxation of Buginess Income: Ourrent and Froposed

Incoms Tax Laws.

Tax Undar

Present

Net Incomad Dependency Status Tax Proposed Law IncrodseH

& 3,000 Single $ 38 $ 68 $ 30
3,000 ° Married-no children 11 71 60
3,000 Married-two children 5 77 72

$ 5,000 Single el $111 $ 30
5,000 Married-no children 54 114 60
5,000 Married-two children 48 123 73

$ 8,000 Single $141 175 % 34
8,000 Married-ne children 116 179 63
&,000 Married-two children 130 159 79
$20,000 Single $387 $427 5 40
20,000 Married~no children 349 429 £0
20,000 Married-two children 345 L5 100
$50,000 Single $345 $2320 A
50,000 Married-no children 815 905 90
50,000 Married-two children 810 919 109

r——

ANet of business expenses, bad debis, losses, etc., but not net o
personal exemptions, federal income tax, contributions, ete. In coi-
puting the tax, .a deduction of ten par cent was made to allow for zll
personal deductions other than the federal incoms tax and the exemp-
tions discussed in this report.
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APTENDIY 1,

RATES AND rERSOHAL EXEMPTIONS UNDER HAWAIL AND STATE INCOME TAX LAWS

Morried, head

For each

State Tex Rates i Unnarried of family Dependent Fiduciuryl
Alabama 1% on first $1,000 to | #1,500 $3,000 £300
5% over 55,000,
Arizona 1% on first $2,000 to $10 from tax | £20 from tax #4 from tax
4L%% over #9,000
Arkansas 1% on first $3,000 to $2,500 %3,500 $,00 Deceaged's exemptions
5% over $25,000
Californisa 1% on first $10,000 to $3,000 $4,500 $400 Estate #1,500; trust
6% over £30,000 %100
Colorado 1% on first $1,000 to
10% over $10,000 $750 $1,500 $750
Dslaware 14 on first $3,000 to $1,000 $2,000 £200
3% over $10,000
District of 1% on first $5,000 to £1,000 $2,500 $400
Columbia 3% over $20,000
Georgia 1% on first $1,000 to $1,000 $2,500 $4,00 #1,000
7% over $20,000
HAWATI 3% on first $5,000 to #$1,000 $2,000 $200 $1,000
6% over %100,000
Idaho 1%% on first $1,000 to | $700 $1,500 $200
8% over £5,000
Iowa 1% on first $1,000 to $10 from tax | $20 from tax #5 from tax
5% over $4,000
Kansas 1% on first $2,000 to $750 %1,500 $200 $750

4% over $7,000

lihere specifically provided in income tax act.

0T-




RATES AND FERSCNAL EXEMPTIONS UNDER HAWAII AND STATE INCOME TAX LAWS - {(Continued}

o iy Married, head For each 1 Ay 1
State Tax Hates Unmarried of femily Pependent Fiduciary
Kentucky 2% on first $3,000 to $20 from tax | $50 from tax $10 from tax
5% over $5,000
Louisiana 2% on first $10,000 to | $1,0002 $2,5007 $400
% over 550,000
Maryland 54 on investment ilncome;{ $1,000 2,000 %400 4200
234 other income
Massachusetts 6% on investment income; | $2,000 $2,500 2250
1#% other income
Minnesota 1% on first $1,000 to $10 from tax | 330 from tax #10 from tax | Estate $10; trust
10% over $20,000 ) 5
Misgissippi 1% on first $4,000 to #1, 000 $2,500 $4,00 $1,000
6% over $25,000
Migsouri 1% on first £1,000 to $1,200 #2,400 £400
4% over $9,000
Montana 1% on first $2,000 to $1,000 $2,000 $300
4% over $6,000
New Hampshire Only on income from #2300 of each income otherwise taxable"
intangibless
New Mexdco 1% on first $10,000 to $1,500 42,500 $200 $1,500
L% over $100,000

242,500 for veterans of World War II.
3$5,OOO for veterans of World War II.

4Tax levied at "average rate of taxation . . . upon other property." Varied from 3 to 334 between 1935 )
and 1945. B




RATES AND PERSCHAL EXEMPTIONS UFDER HAWATI. AWD STATE INCGME TAX LAWS - (Contimed)

Harricd, hesad

For each

Rat Tr i
State Tax Rates Unmarried of Tamilr Dgpendent Fiduularyl
New York 27 on first 41,000 %o $1,000 $2,500 2400 $1,000
7% over $9,000
North Carolina | 3% on first $2,000 to $1,000 $2,000 $200 $1,000
7% over £10,000
North Dakota 1% on first $2,000 to £500 $1,500 #500 2500
15% over 415,000
Oklahoma 1% on first $1,500 to $1,000 $2,000 £500
6% over $7,500
Qregon 2% on first &500 to 500 2900 #300
8% over »8,000
South Carolina | 2% on first $2,000 to $1,000 $1,800 $200
5% over $6,000
Utah 1% on first $1,000 to #6005 #1,2007 $300
5% over $4,000
Vermont L% on intangiblesz; 2% $1,000 $2,000 250
on other income
Virginia l%% on first 31,000 to 1,000 #2,000 4200
3% over $5,000
Wisconain 1% on first $1,000 to $8 from tax $17.50 from & from tax
7% over $12,0008 tax

SRates are reduced by 50% for income arising from net capital gains and on all income during fiscal
years 1946 and 1947.

6$2,7OO for veterans of World War II.
7$3,300 for veterans of World War II,

8Plus surtex computed by deducting personal exemptions plus $37.50 from normal tax, and dividing remainder

by =six.

fur
n




APPENDIX 2, -13
TAX LIABILITY UNDER PRESENT AND PROFCOSED
TERRITORTIAL INCOME TAX LAWS
Income from Tax, if no
Dependency Wages, Salary, PreseEt Personal Increasel
Status Dividends Tax Bremptions!
Unmarried . $ 1,000 &0 # 10 $ 10
Married-no children 1,000 0 12 12
Married-two children 1,000 0 12 12
Unmarried $ 2,000 $0 4 17 & 17
Married-no children 2,000 0 19 19
Married-two children 2,000 0 24 24
Unmarried $ 3,000 $0 & 23 4 23
Married-no children 3,000 0 26 26
Married-two children 3,000 0 32 32
Unmarried $ 4,000 $ 0 5 30 % 30
Married-no children , 4,000 0 33 33
Married-two children 4,000 0 39 39
Unmarried $ 5,000 ) » 36 % 30
Merried-no children 5,000 0 39 39
Marrilsd-two children 5,000 0 L6 FAS)
Unmarried $ 2,000 521 55 & 34
Married-no children 8,000 0 60 60
Married-two children 8,000 0 69 69
Unmarried 20,000 578 $118 | % 40
Married-no children | 20,000 48 128 20
Married-two children 20,000 51 147 06
Inmarried $50,000° $79 $124, %45
Married-no children 50,000 éB 133 Q0
Married-two children 50,000 0 157 107

1Rounded off to nearest dollar.

As illustration of the method by which the tax liabilities were ezt’-
mated, the tar upon a siugle person earning 55,000 is computed balow:

Under FPreseont Law Under Fropeoged Lew
Gross Income . ... . . . . ... . 45,000 $5,000
Less federal income tax & 793 & 793
Less 10% of gross incoms
{(deductible taxes, con-
tributions, interest,
etec.) 500 505
Less personal exemptions 1,000 2,293 ~e 1,293
Taxable Incoms . . . . . . . « « . . . $2,707 $3,707
Taxable Income %2,707 3,707
Tax rate .03 .03
Income tax $81.721 $111.21
Less 3/4 of compensa-
tion-dividends tax 75.00 75,00

Net Income Tax . . . . . . . % 6,21 836,21




AEPERTY " ST
TRERTTORTAL TANES UPON SALARTIES AND WAGES COMPAFED WITH FPIVE 4TATES
- Pregent Law Proposed Law Cati ; -
= 7 — | Calia lew ir-
Incoms| Compansation- ~ {Income; Compensation— 1] P o | Tomde g Idgho |Kansas
Tax |Dividends Tax| ~CU°C| Tux | Dividends Tmx| L00%+|fornia|York |zinia
Cage I1: Annual Incoms of $2,0001
(a) Unmarried & 0 & 40 $  40] 8 17 $ 40 & 5704 ols ejs 12y 13| & 8
(b) Marricd-no children 0 40 40 i9 40 59 0 0 0 2 1
(¢) Married-two children 0 40 40 24 40 64 0 0 G 0 g
Case IT: Annual Incoms of $5,000% . )
(a) Unmarried $ 6 $ 100 2 106 5 36 ¢ 100 o 1363 1s5|%  501F s528l8 85] 2 39
{b) Married-no children 0 100 100 39 100 - 139 0 25 - 38 53 26
(¢) Married-two children 0 © 100 100 L6 100 146 0 1/ 32 39 22
Case IIT: Annual Income of $8,000% . ,
(a) Unmerried $ 2 $ 160 $ 181 ¢ 55 $ 160 $ 2514 421$ 11014 130[$ 1950 $ 29
(b) Married-no ehildren 0 160 160 60 160 220 27 T4 106 156 T4
(¢c) Married-two children 0 160 160 69 160 229 19 58 90 147 70
Case IV: Annual Incoms of &5010001
(a) Unmarried 79 $1,000 31,079} $124 $1,000 $1,124$1,520| $1,415| $1,265|81,600f $771
(b) Married-no children 48 1,000 1,048 138 1,000 1,138} 1,430| 1,363| 1,235] 1,565| 755
{c) Married-twe children 60 1,000 1,060 167 1,000 1,167 1,382| 1,335] 1,223 1,585 765

lEntirely from wages, saleries, and stock dividends, based upon joint return of husband and wife. In each cass,
the income tax was computed after deducting personal exemptions, and 10 per cent of gross income, to cover interest,
contributions, deductible taxes, ete. The federel income tex was deducted in estimating the taxes of Hawaii, Idaho,
and Kansas; California, New York, and Virginia do nrot permit its deduction. Three-fourths of Hawalil's compensa=- -
tion and dividends tax was deducted in computation of the Hawaii incoms tax, - ‘




APPENDIX 4.

PERTINENT PROVISIONS OF THE REVISED LAWS OF HAWAIT
RELATING TO EXEMPTIONS FROM THE INCOME TAX.

"SEC. 5503.1 Tax 'on individuals, There shall be assessed, levied,
collected and peid for each taxable year upon the net income of every
individual doing business in or receiving or deriving incoms from soureces
within the Territory, or income included in gross income by sections 5505-
5507, a tax equal to the sun of the following:

Three per centum of the amount of net iicoms not in exeasa cf rive
thousand dollars;

Three and cae-half per centum of the amount o ne’ inccae in ox-
cess of five thousand dollars bhut not in excess of tru thousani acllurss

Four per centum of th: auount of net incoms in excess of ten thon-
sand dollars but not in excsss of tweiir thousand dollars;

Four and omne-half per centum of the amount of iet incoms in excess
of twenty thousand dollars but not in excess of forty thousand dnilsrag

Five per centum of the amount of net incoms in excess of Lortar
thousand dellars but not in excess of seventy thousand dollars:

Five and one-half per centum of the amount of net income in excess
of seventy thousand dollars but not in excess of one hundred thoussnd dol-
lars; and '

Six per centum of the amount of net income in excess of one hundred
thousand dellars,™

"SEC. 5504. Credits against tax, Thero shall bo credited zvainst
the tax imposed by this chapter seventiy-five per cent of the amount of
any tax imposed by chapter 98, which has been withbzid from, or p~id by
or on behalf of the taxpayer, with respect to any compenvation or divi-
dends included in the return as gross income subjcet to tax, In ths
event the tax credit exceeds the tex imposed by this chaopter the amount
of such excess nevertheless shall not be refunded."

"SEG. 5509, FExemptions., In computing net income of individuals
the following exemptions shall be deducted:

(a) If single, or if married and not living with husband or wife,
an exemption of one thousand dollars;

lis amended by Section 13 of Act 111, 5. L. 1947.
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(v) If married and living with husband and wife, or the head of a
family with dependents, an exemption of two thousand dollars; and for
each person (other than husband and wife) dependent upon and receiving
his chief support from the taxpayer, if under eightesn yvears of age, in-
capable of self-support, or if under twenty-one years of age and attend-
ing a recognized educational institution, an exemption of two hundred
dollars; but in no event shall this larger exemptlon or the exomption
for the same dependent be deducted by both husband and wife;

{c) An estate or trust shall be entitled to doduct an exemption
of one thousend deollars. . . ."




