
payment authorization letter

payment authorization letter is an essential document used in various financial
transactions to grant permission for payments to be processed on behalf of an individual or
organization. This letter serves as a formal authorization, ensuring clarity and security in
payments made through third parties, agents, or representatives. Understanding the
components, proper format, and legal implications of a payment authorization letter is
crucial for both payers and recipients to avoid disputes and ensure compliance with
financial regulations. This article explores the definition, purposes, and practical uses of
payment authorization letters, along with step-by-step guidance on drafting and managing
these documents effectively. Additionally, it covers common scenarios where payment
authorization letters are required and provides useful tips for maintaining proper
documentation and record-keeping.

What Is a Payment Authorization Letter?

Key Components of a Payment Authorization Letter

Common Uses and Scenarios for Payment Authorization Letters

How to Write a Payment Authorization Letter

Legal Considerations and Best Practices

What Is a Payment Authorization Letter?
A payment authorization letter is a written statement that grants permission to an
individual, company, or financial institution to process a payment on behalf of the letter’s
author. This letter acts as proof that the payer consents to the transaction and authorizes
the recipient to either deduct funds or receive payments from a specified account or
source. It plays a vital role in various financial dealings, including bill payments, loan
repayments, and service charges.

Definition and Purpose
The primary purpose of a payment authorization letter is to establish clear consent for
payment transactions. It helps prevent unauthorized payments and protects all parties
involved by providing a documented trail of approval. This letter is often required by banks,
utility companies, or service providers to confirm that the payment process has been
properly authorized.



Difference Between Payment Authorization Letter and
Other Payment Documents
Unlike invoices or receipts, a payment authorization letter does not request payment;
instead, it permits a payment to be made. It is different from a purchase order, which
initiates a purchase, whereas a payment authorization letter focuses solely on granting
payment permission. This distinction ensures that the payment process is transparent and
legally acknowledged.

Key Components of a Payment Authorization
Letter
To be effective and legally sound, a payment authorization letter must contain specific
elements that clearly indicate the authorization and the details of the transaction. These
components help eliminate ambiguity and provide all necessary information for processing
the payment.

Essential Elements to Include

Sender’s Information: Full name, address, and contact information of the person or
entity authorizing the payment.

Recipient’s Details: Name and contact information of the person or organization
authorized to receive or process the payment.

Payment Amount: The exact sum of money authorized for payment, specified in
clear terms and currency.

Payment Method: Details on how the payment should be made, including bank
transfers, checks, or other means.

Purpose of Payment: Description of the reason for the payment, such as invoice
number, service rendered, or product purchased.

Authorization Statement: A clear statement granting permission to process the
payment.

Date and Signature: The date the letter is written and the signature of the
authorizing party to validate the document.

Optional but Recommended Details
Including additional information such as identification numbers, account numbers, and
authorization expiry dates can improve the letter’s clarity and security. This information



helps verify identities and limits the period during which the authorization is valid.

Common Uses and Scenarios for Payment
Authorization Letters
Payment authorization letters are widely used across different industries and situations
where payments must be securely authorized by the payer but handled by another party.
Understanding these scenarios helps clarify when such letters are necessary and beneficial.

Business Transactions
Companies often use payment authorization letters to allow employees or third-party
vendors to make payments on the organization’s behalf. This is common in accounts
payable departments or when outsourcing payment processing to financial service
providers.

Utility and Service Payments
Utility companies and service providers frequently request payment authorization letters to
ensure that a designated representative can pay bills on behalf of a customer. This is
particularly useful for tenants, property managers, or caretakers handling payments for
multiple accounts.

Loan and Credit Payments
Loan repayment processes may require a payment authorization letter to authorize
automatic deductions from a borrower’s bank account. Such letters ensure that payments
are made promptly and according to agreed terms, reducing the risk of missed payments.

Medical and Insurance Payments
In healthcare and insurance sectors, payment authorization letters enable authorized
individuals to settle bills or claims, ensuring smooth financial transactions and proper
handling of sensitive information.

How to Write a Payment Authorization Letter
Writing a payment authorization letter involves a structured approach to ensure all
necessary details are covered and the letter is legally valid. Following a clear format helps
prevent misunderstandings and streamlines the payment process.



Step-by-Step Guide

Start with the Date and Contact Information: Include the current date, sender’s1.
name, address, and contact details at the top of the letter.

Address the Recipient: Specify the name and address of the person or entity2.
authorized to process or receive the payment.

State the Purpose: Clearly mention that the letter serves as an authorization for3.
payment, specifying the reason and amount involved.

Detail Payment Instructions: Include payment method, account numbers, and any4.
relevant transaction details.

Provide Authorization Statement: Explicitly state that the sender authorizes the5.
payment and assumes responsibility for the transaction.

Sign and Date the Letter: The authorizing party must sign the letter and include6.
the date to validate the authorization.

Sample Template
“I, [Full Name], hereby authorize [Recipient’s Name] to make a payment of [Amount] from
my account [Account Number] to settle the invoice number [Invoice Number] dated [Date].
This authorization is valid until [Expiry Date]. I acknowledge that this payment is my
responsibility and release [Recipient’s Name] from any liability upon completion of the
transaction.”

Legal Considerations and Best Practices
Ensuring the legality and security of payment authorization letters is vital to avoid disputes
and fraudulent activities. Observing best practices promotes trust and compliance with
financial regulations.

Verification and Authentication
Always verify the identity of both the authorizing party and the recipient. Using official
letterhead, notarization, or digital signatures can enhance the letter’s authenticity and
reduce the risk of forgery.

Record Keeping
Maintain copies of all payment authorization letters and related correspondence for future



reference. Proper documentation supports audits, dispute resolution, and compliance with
accounting standards.

Limitations and Expiry
Include clear limitations on the scope and duration of the authorization. Setting expiry
dates or restricting payment amounts helps control financial exposure and prevent misuse.

Compliance with Laws and Policies
Ensure that the payment authorization letter complies with relevant banking regulations,
company policies, and industry standards. Consulting legal or financial advisors may be
necessary for complex transactions.

Frequently Asked Questions

What is a payment authorization letter?
A payment authorization letter is a document that authorizes a third party to make or
receive payments on behalf of the person or organization issuing the letter.

When is a payment authorization letter used?
It is used when an individual or company wants to delegate payment responsibilities to
someone else, such as a representative, agent, or employee.

What details should be included in a payment
authorization letter?
The letter should include the names of the parties involved, the payment amount, payment
method, purpose, authorization period, and signatures.

Is a payment authorization letter legally binding?
Yes, if properly drafted and signed, it serves as a legal document authorizing payment
transactions on behalf of the issuer.

Can a payment authorization letter be revoked?
Yes, the issuer can revoke the authorization at any time by providing a written notice to the
authorized party and relevant institutions.



Do I need a notarized payment authorization letter?
Notarization depends on the requirements of the institution or entity requesting the letter;
some may require notarization for added authenticity.

How do I write a payment authorization letter?
Start with a clear statement authorizing payment, include all relevant details (payer, payee,
amount, purpose), specify the authorization period, and sign the letter.

Can a payment authorization letter be used for online
payments?
Yes, it can authorize online payments, but the recipient or payment platform might have
specific requirements for acceptance.

Is a payment authorization letter different from a power
of attorney?
Yes, a payment authorization letter is limited to payment-related transactions, whereas a
power of attorney grants broader legal authority.

What are the risks of issuing a payment authorization
letter?
Risks include unauthorized transactions if the letter falls into the wrong hands or misuse by
the authorized party; it is important to trust the authorized individual and set clear limits.

Additional Resources
1. Understanding Payment Authorization Letters: A Comprehensive Guide
This book offers a detailed overview of payment authorization letters, explaining their
purpose, structure, and legal implications. It is designed for individuals and businesses
seeking to authorize third parties to make payments on their behalf. Readers will find
sample templates, tips for customization, and advice on avoiding common pitfalls. The
guide also covers the role of these letters in different financial and legal contexts.

2. Mastering Financial Permissions: Payment Authorization Letters Explained
Focused on the financial sector, this book delves into the nuances of payment authorization
letters within banking and corporate environments. It explains how these letters facilitate
smooth transactions and protect both payers and payees. The author includes case studies
demonstrating successful and problematic authorizations. Practical checklists help readers
ensure their letters meet all necessary criteria.

3. The Legal Framework of Payment Authorization Letters
This title examines the legal considerations surrounding payment authorization letters,
including enforceability and compliance with regulations. It is ideal for legal professionals,



business owners, and financial officers wanting to understand the binding nature of these
documents. The book analyzes various jurisdictional differences and provides guidance on
drafting legally sound letters. It also discusses dispute resolution related to unauthorized
payments.

4. Crafting Effective Payment Authorization Letters: Templates and Tips
A hands-on resource, this book offers numerous customizable templates for different
payment authorization scenarios. It guides readers through the essential components of an
effective letter, ensuring clarity and legal validity. The author emphasizes best practices for
communication with banks, vendors, and other parties. Additionally, it addresses digital and
electronic payment authorizations in the modern economy.

5. Payment Authorization Letters for Small Businesses
Tailored to small business owners, this book highlights how payment authorization letters
can streamline financial operations and enhance trust with partners. It discusses common
payment scenarios, including payroll, vendor payments, and client billing authorizations.
The book also covers record-keeping strategies and tips to prevent fraud. Real-world
examples illustrate how small businesses successfully implement these letters.

6. Corporate Payment Authorization Policies and Letters
This book focuses on the development of corporate policies involving payment
authorization letters, ensuring internal controls and compliance. It explores the roles of
different departments in authorizing payments and maintaining accountability. The author
includes sample policy documents and authorization letter formats suitable for large
organizations. Readers will gain insights into integrating these letters with financial
software and audit procedures.

7. International Payment Authorization Letters: Cross-Border Challenges and Solutions
Exploring the complexities of authorizing payments across different countries, this book
addresses the legal and cultural variations impacting payment authorization letters. It
provides strategies to overcome challenges such as currency differences, regulatory
compliance, and communication barriers. The book includes examples of international
templates and advice from experts in global finance. It is a valuable resource for
multinational corporations and exporters.

8. Digital Payment Authorization: Modernizing Traditional Letters
This book discusses the evolution of payment authorization from paper letters to digital
formats, including email authorizations and blockchain-based approvals. It covers the
benefits and risks of digital authorization, emphasizing security and fraud prevention.
Readers learn about electronic signatures, compliance standards, and emerging
technologies reshaping payment authorization processes. The book also offers practical
guidance for transitioning from traditional to digital systems.

9. Preventing Fraud with Payment Authorization Letters
This title focuses on the role of payment authorization letters in fraud prevention and
financial security. It outlines common fraud schemes involving unauthorized payments and
how properly drafted letters can mitigate these risks. The author provides checklists and
guidelines to verify the authenticity and validity of authorization letters. Case studies
highlight successful detection and prevention methods used by individuals and
organizations.



Payment Authorization Letter

Payment Authorization Letter: A Comprehensive Guide
for Secure Transactions

This ebook provides a detailed exploration of payment authorization letters, their crucial role in
financial transactions, and best practices for their creation and use, covering legal implications and
security considerations for both businesses and individuals. Understanding these letters is critical
for mitigating risk and ensuring smooth, legally sound financial processes.

Ebook Title: Securing Your Transactions: The Ultimate Guide to Payment Authorization Letters

Contents Outline:

Introduction: Defining Payment Authorization Letters and their Importance
Chapter 1: Essential Components of a Payment Authorization Letter (Address, Date, Authorization
Details, Payment Method, Amount, Purpose, Signatures, Contact Information)
Chapter 2: Different Types of Payment Authorization Letters (Credit Card Authorization, ACH
Transfer Authorization, Wire Transfer Authorization, Check Authorization)
Chapter 3: Legal and Compliance Considerations (Data Protection Regulations, Contract Law, Fraud
Prevention)
Chapter 4: Best Practices for Creating Secure Payment Authorization Letters (Using Secure
Templates, Digital Signatures, Encryption, Avoiding Ambiguity)
Chapter 5: Handling Disputes and Rejections (Process for handling disputes, resolving payment
issues, cancellation procedures)
Chapter 6: Payment Authorization Letters in Specific Industries (Healthcare, Real Estate, E-
commerce)
Chapter 7: Technology and Payment Authorization (Online payment gateways, automated
authorization systems)
Conclusion: Recap and Future Trends in Payment Authorization

Detailed Outline Explanation:

Introduction: This section will define what a payment authorization letter is, its significance in
various contexts (business, personal), and its overall role in securing financial transactions. It sets
the stage for the rest of the ebook.

Chapter 1: Essential Components: This chapter details the crucial elements that must be included in
any valid and legally sound payment authorization letter to ensure clarity and avoid disputes. It will
provide examples of each component.

Chapter 2: Different Types: This chapter explores the variations of payment authorization letters
based on the chosen payment method, highlighting the unique aspects and considerations for each
type.
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Chapter 3: Legal and Compliance Considerations: This chapter focuses on the legal framework
surrounding payment authorization letters, emphasizing relevant regulations like GDPR, PCI DSS,
and contract law principles to protect both the sender and receiver.

Chapter 4: Best Practices for Creating Secure Payment Authorization Letters: This section provides
practical tips and strategies for creating secure letters, incorporating measures to prevent fraud and
protect sensitive information. It emphasizes using secure templates and best practices for digital
signatures.

Chapter 5: Handling Disputes and Rejections: This chapter guides readers on the proper procedures
for handling disputes, addressing payment rejections, and establishing clear cancellation processes.

Chapter 6: Payment Authorization Letters in Specific Industries: This chapter examines how
payment authorization letters are utilized across various sectors, focusing on unique industry-
specific requirements and considerations.

Chapter 7: Technology and Payment Authorization: This chapter explores how technology is
transforming payment authorization, including the role of online payment gateways and automated
authorization systems. It will discuss the security features offered by various technologies.

Conclusion: This section summarizes the key takeaways from the ebook and offers insights into
future trends and developments in payment authorization methods and technologies.

(The following sections simulate the body of an ebook, but due to length constraints, it will be a
condensed version reflecting the outline above.)

Chapter 1: Essential Components of a Payment Authorization
Letter

A well-structured payment authorization letter must include the following key components:

Date: Clearly state the date of issuance.
Recipient's Address: Include the full address of the recipient (payee).
Sender's Address: Include your full address.
Authorization Details: Clearly state that you authorize the payment.
Payment Method: Specify the payment method (credit card, ACH transfer, wire transfer, check).
Amount: State the exact amount to be paid, both in numerals and in words.
Purpose: Briefly describe the purpose of the payment (e.g., invoice #1234, goods purchased).
Signatures: Both sender and recipient (if applicable) should sign the letter.
Contact Information: Include phone numbers and email addresses for both parties.

Chapter 2: Different Types of Payment Authorization Letters



Credit Card Authorization: Requires explicit card details, expiration date, and CVV code. Compliant
with PCI DSS standards is crucial.
ACH Transfer Authorization: Requires bank account details and authorization for electronic funds
transfer.
Wire Transfer Authorization: Involves bank details and SWIFT code, requiring extra security
measures due to the high transaction values.
Check Authorization: Includes check number and detailed instructions for deposit.

Chapter 3: Legal and Compliance Considerations

Adherence to data protection regulations like GDPR and CCPA is paramount. The letter should
clearly state how the recipient will handle personal and financial information. Contract law
principles govern the legality of the authorization, ensuring a binding agreement between the
parties. Implementing robust fraud prevention measures is crucial, especially for online payments.

Chapter 4: Best Practices for Creating Secure Payment
Authorization Letters

Use secure templates to prevent accidental data exposure.
Utilize digital signatures to enhance authenticity and reduce forgery risks.
Encrypt sensitive data whenever possible to protect against interception.
Avoid ambiguity in wording to prevent misinterpretations.

Chapter 5: Handling Disputes and Rejections

Establish a clear process for handling disputes, including timelines and contact points. Document all
communication related to payment issues. Clearly outline the procedures for payment cancellations
and refunds.

(The remaining chapters would follow a similar structure, expanding on the points outlined above.)

Conclusion



Payment authorization letters are indispensable for secure and legally sound financial transactions.
By adhering to best practices and staying informed about relevant regulations, individuals and
businesses can mitigate risks and ensure efficient payment processes. The evolving technological
landscape continually impacts payment authorization, requiring continuous adaptation to new
security protocols and methods.

FAQs

1. What happens if I don't receive a payment authorization letter? Contact the payee immediately to
clarify the payment status and request formal authorization.
2. Can a payment authorization letter be revoked? Yes, but it usually involves a formal process and
mutual agreement.
3. What if there's a discrepancy in the payment authorization letter? Contact the sender immediately
to clarify the discrepancy before processing the payment.
4. Are digital signatures legally binding on payment authorization letters? Yes, provided they meet
specific legal requirements for digital signature validity.
5. What are the penalties for unauthorized payments? This can vary depending on the jurisdiction
and the nature of the transaction, potentially including legal action and financial penalties.
6. How do I ensure the security of my payment authorization letter? Use secure transmission
methods, encryption, and strong authentication procedures.
7. What is the best way to store payment authorization letters? Securely store them in a password-
protected digital format or in a locked physical file.
8. Can a payment authorization letter be used for multiple payments? Generally no, unless explicitly
stated in the letter itself. Each payment usually requires a separate authorization.
9. What are the differences between a payment authorization letter and a purchase order? A
purchase order is a request for goods or services, while a payment authorization letter is an
authorization to pay for already-delivered goods or services.

Related Articles:

1. Understanding Payment Gateways and Their Security Features: Discusses various payment
gateway options and their security protocols.
2. PCI DSS Compliance for Businesses: Explains the Payment Card Industry Data Security Standard
and its importance.
3. Digital Signatures and Their Legal Validity: Delves into the legal aspects of digital signatures and
their use in various transactions.
4. Preventing Payment Fraud: Best Practices and Strategies: Offers comprehensive strategies for
preventing various types of payment fraud.
5. Contract Law and Payment Obligations: Explores the legal framework governing payment
agreements and obligations.
6. GDPR Compliance for Financial Institutions: Focuses on GDPR requirements for handling
personal data within the financial sector.
7. Data Encryption and its Role in Secure Payments: Explores various data encryption methods used



in secure payment transactions.
8. Dispute Resolution in Online Payments: Provides strategies for resolving payment disputes in
online transactions.
9. The Future of Payment Authorization: Emerging Technologies and Trends: Explores new payment
methods and technologies shaping the future of payment authorization.

  payment authorization letter: Model Rules of Professional Conduct American Bar
Association. House of Delegates, Center for Professional Responsibility (American Bar Association),
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legal ethics. Federal, state and local courts in all jurisdictions look to the Rules for guidance in
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Hence, this book will help the readers to understand process of P2P. I believe that with the help of
this book, every reader gets the scope of knowledge end-to-end process of P2P cycle which helps
them in getting the understanding of complete flow chart of P2P. The main features of the book are
simple understanding and key concepts. This book is useful to everyone in Accounts field like
students, Accounts executives, Analysts etc. and I believe that this book will help the users to
success in interviews. It is hoped that this will facilitate a better understanding of the subject
matter. I welcome any valuable suggestions regarding this book in a better and improved way.
Suggestions will be incorporated in the subsequent editions. All the best …
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  payment authorization letter: The Code of Federal Regulations of the United States of
America , 1973 The Code of Federal Regulations is the codification of the general and permanent
rules published in the Federal Register by the executive departments and agencies of the Federal
Government.
  payment authorization letter: Code of Federal Regulations , 1987 Special edition of the
Federal Register, containing a codification of documents of general applicability and future effect ...
with ancillaries.
  payment authorization letter: Trends in Long-term Care United States. Congress. Senate.
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Department of the Air Force, 1987
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of law, and remedy.
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  payment authorization letter: Report United States. Congress. House,
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on the District of Columbia. Subcommittee on Fiscal Affairs, 1967
  payment authorization letter: The CDA Prep Guide, Fourth Edition Debra Pierce,
2020-10-06 Pass the Child Development Associate (CDA) credentialing process the first time with
the premier prep guide. The CDA Prep Guide: The Complete Review Manual, Fourth Edition is easy
to understand and will guide you step-by-step support through the credentialing process, including
choosing your training, compiling the Professional Portfolio, and successfully completing the
Verification Visit and CDA Exam. The fourth edition of The CDA Prep Guide has designated
center-based preschool, center-based infant/toddler, and family child care sections, with information
specific to each setting. After receiving your CDA credential, you can continue to use this book to
renew your credential, to earn a CDA for a different setting, and to develop goals for future
professional development.
  payment authorization letter: AR 608-1 03/12/2013 ARMY COMMUNITY SERVICE , Survival
Ebooks Us Department Of Defense, www.survivalebooks.com, Department of Defense, Delene
Kvasnicka, United States Government US Army, United States Army, Department of the Army, U. S.
Army, Army, DOD, The United States Army, AR 608-1 03/12/2013 ARMY COMMUNITY SERVICE ,
Survival Ebooks
  payment authorization letter: Federal Payment--borrowing Authority Proposals for the
District of Columbia--1967 United States. Congress. Senate. Committee on the District of Columbia.
Subcommittee on Fiscal Affairs, 1967 Considers S. 1218 and companion H.R. 8718, to authorize
methods for calculating the Federal payments to D.C. and the annual borrowing authority of D.C.,
and to increase Federal payments to D.C.
  payment authorization letter: Multistate Guide to Sales and Use Tax: Manufacturing
(2008) Diane L. Yetter, 2007-12
  payment authorization letter: Board of Contract Appeals Decisions United States. Armed
Services Board of Contract Appeals, 1985 The full texts of Armed Services and othr Boards of
Contract Appeals decisions on contracts appeals.
  payment authorization letter: Regulations of U.S. Customs and Border Protection United
States. Bureau of Customs and Border Protection, 2007
  payment authorization letter: Regulations of U.S. Customs and Border Protection U.S.
Customs and Border Protection, 2007
  payment authorization letter: The CDA Prep Guide Debra Pierce, 2014-03-25 Navigating
the new Child Development Associate (CDA) process doesn’t have to be difficult. This guide provides
step-by-step expert advice.
  payment authorization letter: Customs Regulations of the United States U.S. Customs
Service,
  payment authorization letter: Handbook of Enterprise Integration Mostafa Hashem
Sherif, 2009-11-09 Maintaining compatibility among all affected network and application interfaces
of modern enterprise systems can quickly become costly and overwhelming. This handbook presents
the knowledge and practical experience of a global group of experts from varying disciplines to help



you plan and implement enterprise integration projects that respond to bu
  payment authorization letter: The Washington Reemployment Bonus Experiment Robert
G. Spiegelman, 1992
  payment authorization letter: Unemployment Insurance Occasional Paper , 1992
  payment authorization letter: Customs Bulletin and Decisions , 2002
  payment authorization letter: Federal Payment -- Borrowing Authority Proposals for
D.C. -- 1967 United States. Congress. Senate. Committee on the District of Columbia.
Subcommittee on Fiscal Affairs, 1967 Considers S. 1218 and companion H.R. 8718, to authorize
methods for calculating the Federal payments to D.C. and the annual borrowing authority of D.C.,
and to increase Federal payments to D.C.
  payment authorization letter: District of Columbia Appropriations for 1997: Results of FY
1996 independent audit United States. Congress. House. Committee on Appropriations.
Subcommittee on District of Columbia Appropriations, 1996
  payment authorization letter: Catalog of Federal Tax Forms, Form Letters, and Notices
United States. Internal Revenue Service, 1979
  payment authorization letter: Fiscal Agency Securities Manual: Savings and retirement
securities , 1985
  payment authorization letter: District of Columbia Appropriations for 1997 United
States. Congress. House. Committee on Appropriations. Subcommittee on District of Columbia
Appropriations, 1996
  payment authorization letter: Customs Bulletin United States. Department of the Treasury,
2002
  payment authorization letter: Federal Payment--borrowing Authority Proposals for the
District of Columbia--1967 United States. Congress. Senate. District of Columbia, 1967
  payment authorization letter: Code of Federal Regulations , 2012 Special edition of the
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of April 1 ... with ancillaries.
  payment authorization letter: State & Local Taxes Weekly , 2000-07 Releases consist of
report bulletins and legislative bulletins.
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