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STATE WITHHOLDING TAXES ON EMPLOYEES IN 
INTERSTATE COMMERCE

TU ESD A Y , AUGUST  4,  19 64

H ou se  of R ep re se nt at iv es ,
S ub co mmit te e on  T ra ns po rt at io n 

an d A er on au tics  of  t h e  C om m it tee  
on  I nt er st at e an d F or eig n Com mer ce ,

Washington^ D.G.
The subcommittee met, pursuant to call, at 10 a.m., in room 1334, 

Longworth Office Building, Hon. John  Bell Williams, chairman of 
the subcommittee, presiding.

Mr. Williams. The committee will be in order, please.
This  morning the subcommittee on Transp orta tion and Aeronautics 

is opening hearings on two bills, H.R. 10743 and  S. 1719, a bill which 
has already passed the  Senate, which would relieve ce rtain tran spor­
tation carrie rs from the duty of withholding local and State income 
taxes from wages of an employee who perform s his regularly  assigned 
duties as an employee on a vehicle in more th an one S tate  except as 
to the withholding in the S tate  or local subdivision of th e employee’s 
residence. I t also relieves these carriers of the duty to file inform a­
tion or reports on such wages except to the State or subdivision of 
the employee’s residence.

(H.R. 10743 and S. 1719 are as follows:)
[H .R . 10743, 88 th  Con g., 2d  se ss .]

A B IL L  To  am en d th e In te rs ta te  Co mm erc e Act  an d th e  Fed er al  A vi at io n Ac t of  195 8 
in  o rd er  to  ex em pt  ce rt ai n  wag es  an d sa la ry  of  em ploy ees from  w it hhold in g fo r ta x  
pu rp os es  un der  th e la w s of  S ta te s o r su bd iv is io ns  th er eo f o th er th an  th e  S ta te  or  
su bd iv is io n of  th e  em ploy ee ’s r es iden ce
B e it  en ac te d by the Sen ate  a nd  Hou se  o f R ep re se n ta ti ves o f th e U ni ted S ta te s 

of Am er ic a in  Co ngres s as semb led,  T h a t p a rt  I I  of  th e  In te rs ta te  Co mmerce  Ac t 
is  am en de d by in se rt in g  a ft e r se ct ion 226 a ne w se ct ion as fo ll o w s:

“ EXEMPTION OF CERTAIN WAGES AND SALARY OF EMPLOYEES FROM WITHHO LDIN G BY 
OTHER THAN RESIDENCE STATE

“ Sec. 226A. (a ) N o p a r t of  th e  wag es  or sa la ry  pai d by  any m oto r c a rr ie r to  
an  em ploy ee  o f sncli  m ot or  c a rr ie r en ga ge d in  th e  ope ra tion  of  a m oto r ve hicle in  
in te rs ta te  com merce  i n tw o o r mor e S ta te s sh al l be w ith he ld  fo r ta x  pu rp os es  pu r­
su an t to  th e la w s of  a ny  S ta te  o r su bd iv is io n th er eo f o th er th an  th e S ta te  or su b­
divi sion  of  su ch  em ployee’s re sid en ce , a s  show n on th e em pl oy m en t re co rd s of 
su ch  c a rr ie r ; no r sh al l su ch  c a rr ie r file  an y in fo rm at io n re tu rn  or o th er re port  
fo r ta x  pur[K)se s w ith  re sp ec t to  such  sa la ry  or wag es  w ith an y S ta te  of  su bd iv i­
sio n th er eo f o th er th an  such  S ta te  or su bd iv is io n of  reside nc e.

“ (b ) F or th e  pu rp os es  of  th is  sect ion,  th e  te rm  ‘St a te ’ al so  m ea ns  an y po sses ­
sion  of  th e  U ni ted S ta te s o r th e  Com mon wea lth  of  Puert o  Rico. ”
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Sec. 2. Title XI of the Federal  Aviat ion Act of 1958 is amended by inse rting  
af te r section 1111 the following new section :

“ex em pt ion of certain  wages and salary  of emplo yees  from  w it hh ol ding  by 
OTH ER  TH A N  RES ID EN CE  ST ATE

“S ec. 1112. (a)  No p ar t of the wages  or sal ary  paid by any ai r ca rri er  to an 
employee of such ai r c arrie r engaged as a flight crew member or flight att endant 
(including a flight s tewa rd or stew ardess) aboa rd ai rc ra ft  operated  in ai r tra ns­
por tation shall  be withheld  for tax  purposes pursu ant to the  laws  of any State 
or subdivision  thereof other tha n the  Sta te or subdivision  of such employee’s 
residence , as shown on the  employment records of such carr ie r; nor  shall such 
ca rri er  file any information return  or other report for  tax  purposes with  respec t 
to such salary  or wages with any Sta te or subdivision  thereof other than such 
Sta te or subdivision of residence.

“ (b) For  the purposes of this section, the  term ‘State’ also means the  D istr ict  
of Columbia and any of the  possessions of the  United Sta tes .”

Sec. 3. That portion  of the table of contents  conta ined in the  firs t section of 
the  Fede ral  Aviat ion Act of 1958 which appears  u nder the head ing “TITLE XI— 
MISCELLANEOUS” is amended  by adding at  the end thereof the following:
“Sec. 111 2. Exe m pt ion of  ce rt ai n  wag es  an d sa la ry  of  em ploy ees fr om  w ithh ol di ng  by 

o th er  th an  re side nc e S ta te .”

[S. 17 19 , 88 th  Cong. , 2d  se ss .]

AN  AC T To  am en d th e In te rs ta te  Co mmerce  Ac t an d th e  F ed er al  Avi at io n Ac t of  195 8 
in  o rd er  to  ex em pt  ce rt a in  wag es  an d sa la ry  of  em plo yees fro m with ho ld in g fo r ta x  
pu rp os es  un de r th e  la w s of S ta te s or  su bd iv is io ns  th er eo f o th er  th an  th e S ta te  or  
su bd iv is ion of th e em ploy ee ’s r es id en ce

Be it enacted by the Senate and House  of Rep resentatives of  the United
Sta tes  of America in Congress assembled , T ha t pa rt  I of the  I nt er state Commerce 
Act is amended by rede signat ing  section  26 as section 27 and  by inserting 
before such sect ion a  new section  as fol low s:
“ EX EM PTIO N  OF  CE RT AI N WAG ES  AN D SA I \R Y  OF  EM PL OYEES  FROM  W IT H H O LD IN G  

BY OTH ER  T H A N  RES ID EN CE  ST AT E

“Sec. 26. (a)  No p art  of the wages  or s ala ry paid  by any rai lroa d, express com­
pany,  or sleeping car  company, subject to the  provisions of this par t, to an em­
ployee who performs his regula rly  assigned dut ies as such an employee on a 
locomotive, car, or other track-borne vehicle in more tha n one State , shal l be 
with held  for tax purposes pu rsu an t to the  laws of any Sta te or subdivision  the re­
of o ther than the Sta te or subdivision of such employee’s residence, as shown on 
the employment records of any such carr ie r; nor  shall any such ca rri er  file any 
info rmation  return  or other rep ort  for  tax  purposes with  respe ct to such wages 
or  sal ary  with  any Sta te or subdiv ision  thereof other tha n such Sta te or sub­
division of residence.

“ (b) For  the purposes  of  this  section, the  term  ‘State ’ also means the Distr ict  
of Columbia.”

Sec. 2. (a)  Section 202(b) of the In te rs ta te  Commerce Act is amended by 
insert ing  af ter “Nothing in th is pa rt” a comma and the  following: “except as 
provided in section 226A,”.

(b) Pa rt  II of the  In terst ate Commerce Act is amended by inse rting af te r 
section  226 a new section a s follows :
“ EX EM PT IO N OF CE RT AI N WAG ES  AND SA LA RY  OF  EM PL OYEES  FROM  W IT H H O LD IN G  BY 

O TH ER  TH A N  RES ID EN CE ST AT E

“S ec. 226A. (a)  No pa rt of the  wages or salary  paid by any motor  carrier 
subject to the provisions of this pa rt to any employee who perfo rms his reg­
ula rly  assigned duties as such an employee on a motor vehicle in more tha n one 
Sta te, shall be withheld for tax  purposes pursu ant to the laws  of any Sta te or 
subdivision thereof othe r tha n the  Sta te or subdivision of such employee’s resi­
dence, as shown on the employment records of such ca rr ie r; nor  shall  such car­
rie r file any information return  or other report for tax  purposes with respec t
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to such wages or salary  with any Sta te or subdivision  thereof other tha n such State  o r subdivis ion of residence.
“ (b) For  (he purposes of this section, the  term ‘State’ also means  any  posses­sion of the United Sta tes  o r the  Commonweal th of Pue rto Rico.”
Sec. 3. (a)  Par t II I of the  In terst ate Commerce Act is amended by rede signat ­ing section 323 as section  324 and by inse rting before such section a new section as  fol low s:

“ EXEMPTION of certain  wages  and salary of em plo yee s from withh ol di ng  
BY OTHER THAN  RESIDENCE STATE

“Sec. 323. No pa rt of the wages or salary  paid by any water  carri er  sub ject  to the provis ions of thi s pa rt to an employee who perforins his regular ly assigned duties as such an employee on a vessel in more than one State, sha ll be withheld for tax  purposes pursu ant to the  laws of any  Sta te or subdivision  thereof other tha n the  Sta te or subdivision of such employee’s residence,  as shown on the employment records of such ca rr ie r;  nor sha ll such ca rri er  file any information ret urn or oth er report for  tax  purposes with  respec t to such wages or salary  with  any State  or subdivision thereof other tha n such Sta te or subdivision of residence.”
(b) The table of contents conta ined in section 301 of the In ters ta te  Com­merce Act is amended  by str iking  ou t 

“ Sec.  323 . Sep ar ab il ity of  pr ovi si on s. ” 
and inse rting in lieu thereof :
“ Sec. 323. Exe m pt io n of  ce rt ai n  wag es  an d sa la ry  of em ploy ees from  w it hh ol din g by o th er  th an  re side nc e Sta te .
“ Sec.  324 . Sep ar ab il ity  of pr ov is io ns .”

Sec. 4. (a ) Titl e XI of the  Fed era l Aviation Act of 1958 is amended by inserting af te r section 1111 the  following new secti on ;
“ EXEMPTION OF CERTAIN WAGES AND SALARY OF EMPLOYEES FROM WITHHOLDING 

BY OTHER THAN RESIDENCE STATE

“Sec . 1112. (a)  No pa rt  of the wages or sal ary  paid  by any ai r ca rri er  to an employee who perfo rms his regularly assigned dut ies as such an employee on an ai rc ra ft  in more tha n one Sta te shal l be withheld  for  tax  purposes pursuant  to the  laws of any Sta te or subdivision  ther eof  other tha n the  Sta te or subd ivi­sion of such employee’s residence , as shown on the  employment records of such ca rr ie r; nor shal l such ca rri er  tile any info rma tion  ret urn or other report for tax  purposes with  respect to such wages or salary  with any Sta te or subdivision thereof o ther  than  such Sta te or subdiv ision  of residence.
“ (b) For  the purposes of this section, the term  ‘State’ also  means the  D istr ict  of Columbia and any of the  possessions of the United Sta tes .”
(b) Th at portion  of the table of contents  conta ined in the firs t section of the  Federal  Aviation Act of 1958 which  appears  under the head ing “TIT LE XI — MISCELLANEOUS” is amended  by adding at the  end thereof the  following;

“ Sec. 1112. Exe m pt io n of  ce rt a in  wa ge s an d sa la ry  of em ploy ee s from  w it hh ol din g by o th er th an  re side nc e S ta te .”
Sec. 5. The amendments made by this Act shal l become effective on the  first day of the  firs t calend ar year beginning af te r the date of enac tment of this Act.
Passed the Senate June 19 (leg isla tive  day, March 30), 1904.
At test:  F elton M. J oh ns to n, Se cr et ar y.
Mr. W illiams. H.R. 10743 pertains only to operat ing employees of 

motor and air carriers. S. 1711) was so limited when introduced but 
as it passed the Senate and is before ns, it also covers certain em­ployees of railroad,  express, and sleeping-car companies.

The committee shall follow the testimony with great  interest, for 
while it recognizes that the carrie rs are faced with a troublesome 
problem, it also is appreciat ive of the fact tha t some very funda­
mental policies are here involved.
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These bill s raise  the  same question which was inh ere nt in the two  
oth er hills before  thi s subcom mit tee last week, namely,  the  ex ten t to 
which the  commerce clause of the  Const itu tion may  overr ide  the  
tax ing powers of a St ate whe re access of a State  or local subdivi sion  
may  be such as to create  an undue burden upon  interst ate commerce.

Unlike the  two bill s which the  subcom mit tee had las t week, how ­
ever, which went to ques tions of discrimination in the  assessed va lua ­
tion  upon which State  a d valorem t axes were collected, these two bill s 
tod ay are  confined to the  mat te r of  the  burde n impo sed on int ersta te 
commerce  by using  common ca rri ers as tax  colle ctors an d not as to 
any  bur den  res ult ing  from the  tax  itse lf. Ind eed , the record  in the  
Sen ate  on these bills  seems to ind ica te th at  the  leg islation is not in ­
tended  in any  way to relieve employees  of any  income taxes, bu t 
merely to relieve the  em ployer  fr om  co llec ting  them .

It  is my hope that  we shall have a thorou gh  discussion on the  issues 
in the t estimony which  is pr ese nted to th e commit tee.

Ou r first witness rep res en tin g the  A merica n Tr uc king  Associa tions 
will be Mr. J  ames Fo rt , who will int rod uce  his  witnesses. Before 
we star t, at  thi s po int  if  there  is no objection we will  include  the  
sun dry  agency  rep orts on the  legisl ation.

(The documents r efer red to are as  follo ws: )
Treasury Department, 

Washington, May 22,1964-
Hon. Oren Harris.
Chairman, Commit tee on Inters tate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This  is in response to your request of April 14, 1964, 
for this Departm ent’s views on II.I t. 10743 (88th Cong., 2d sess .), entit led “A 
bill to amend the In ters ta te  Commerce Act and the Federal  Aviation Act of 1958 in orde r to exempt cer tain wages and sala ries  of employees from withho lding 
for  tax  purposes under the laws  of Sta tes or subdivis ions thereof other tha n 
the Sta te or subdivis ion of the  employee’s residence .”

This  hill deals solely with  the jurisdict ion of Sta te and local governments to 
requ ire cer tain  employers engaged in inter sta te commerce to withhold Sta te 
and local income taxes  from the wages of nonreside nt employees. The bill does 
not deal with and will not directly affect any Federal tax  questions . Accord­ingly, this Departm ent does no t wish to express any views concerning the merits  of this  legislation.

The Bureau of the Budget has  advised  the Treasury Department that  the re is 
no objection from the  standp oin t of the  adm inistratio n’s program to the  
presenta tion of th is repor t.

Sincerely yours,
Stanley S. Surrey.

Interstate Commerce Commission,
Washington, D.C., Apri l 24, 1964-

Hon. Oren Harris,
Chairman, Committee on In ter sta te and Foreign Commerce,
House of Representat ives, Washington, D.C.

Dear Chairman Harris : Your let ter  of April 14, 1964, addressed to the Chai r­
man of the Commission and  requesting comments on a bill. II.R. 10743, to  amend 
the  Inters tat e Commerce Act and the Federal Aviation Act of 1958 in orde r to 
exempt c erta in wages and sal ary  of employees from withholding for ta x purposes  
under the laws of States or subdivis ions thereof oth er tha n the Sta te or sub­
division of the  employee’s residence, has  been referred to our Committee on 
Legislation. After  consideration  by th at  committee, I am authorized to submit the following comments in i ts be ha lf:

Section 1 of II.It.  10743 would amend the In ter sta te Commerce Act by adding  
a new section 226A, which would, in effect, provide th at  wages of motor carrier
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em ploy ee s en ga ge d in tli e opera ti on  of  m ot or  ve hicles  in  tw o or  m or e S ta te s,  
sh al l on ly  he su b je ct to  w ithho ld in g fo r S ta te  or loca l inco me ta x  pu rp ose s in  
th e  S ta te s of  th e ir  r es pe ct iv e re side nc es .

Se ct ion 2 of  th e bi ll wou ld  am en d ti tl e  X I of  th e  Fed er al  A vi at io n Ac t of  1958 
by ad din g si m il ar pr ov is ions  re la ti ng  to  ce rt a in  em ploy ee s of  a ir  carr ie rs .

It  is not. cl ea r why  th is  bi ll,  which  re la te s p ri m ari ly  to S ta te  and lo ca l ta x  
po lic ies , co nt em pl at es  an  am en dm en t to  p a rt  II  of  th e  In te rs ta te  Co mmerce  Ac t. 
In  th is  f o rm at it m ay  pose a co nf lic t w ith th e  p re se nt pr ov is io ns  o f se ct ion 20 2(b ) 
of th e  ac t,  which  pr ov id es , am on g o th er th in gs , th a t “N ot hi ng  in th is  p a rt  sh al l 
be  c on st ru ed  to  af fe ct  t he  p ow ers of t ax a ti o n  of  t h e  s ev er al  S ta te s * * W hi le  
th is  prob lem may  be  reso lved  by an  app ro p ri a te  am en dm en t (b y in se rt in g  “N ot ­
w ithst and in g  th e pro vi si on s of  se ct ion 2 0 2 (b )” a t th e  be gi nn in g of  prop os ed  
se ct ion 22GA), i t  is o u r vie w th a t th e ob je ct iv e so ught  in  H.R . 10743 lend s it se lf  
to  co ns id er at io n se para te  and  a p a rt  fr om  th e  In te rs ta te  Co mm erc e Ac t. an d,  if  
fa vo ra bl y co ns id er ed , sh ou ld  be en ac te d as  a se para te  s ta tu te  to  be co difie d in  
an  a ppro pri a te  t it le  to  t h e  U nite d S ta te s Cod e.

Sub je ct  to  th e fo re go ing,  we  wou ld  n o t be  op po sed to  H.R . 10743 ba se d on  th e  
lim ited  in fo rm at io n we now ha ve .

I t is al so  no te d th a t H.R . 10743 wou ld  ap ply  on ly  to  m ot er  and a ir  carr ie rs . 
T he co m m it te e m ay  als o  w ish to  co ns id er  ex pan di ng th e sco pe  of  th is  m ea su re  
to  i nc lu de  c a rr ie rs  o f o th er mo de s o f tr an sp o rt a ti on .

R es pe ct fu lly su bm it te d.
Abe McGregor Goff, 

Cha irman , Com m it te e on Leg is la tion ,
Laurence K. Wal ra th .

F ederal Avia tio n Agen cy,
Off ic e of th e  Adm inist ra to r, 

W as hin gt on, D.C ., A pri l 28, 196 Jf.
Hon . Oren H ar ris,
Cha irman , C om m it te e on  In te rs ta te  an d For eign  Co mm erce , Hou se  o f Rep re ­

se nta ti ve s,  W as hin gto n, D.C .
D ear Mr. Cha ir m an  : T his  is in  re pl y to  you r re ques t fo r th e view s of  th is  

Ag ency  w ith re sp ec t to  H.R . 10743, a bi ll to  am en d th e In te rs ta te  Co mm erc e Ac t 
and  th e F ed er al  A vi at io n Act  of 1958 in o rd er  t o  exe m pt  cert a in  wag es  and sa la ry  
of  em ployees from  w ithhold in g fo r ta x  pu rp os es  under  th e  la w s of  S ta te s or  
su bd iv is io ns  th ere of o th er th an  th e  S ta te  or su bd iv is io n of  th e  em ploy ee ’s 
re side nc e.

T hi s Agency do es  no t hav e in fo rm at io n as  to  S ta te  inco me ta x  w ithho ld in g 
pra ct ic es  an d th e  eff ec ts of th os e pra ct ic es  on  in div id ual  a ir  ca rr ie rs  and a ir  
cr ew  mem be rs.  How ev er , we  unders ta nd  th a t some  S ta te s ha ve  sp ec ifi ca lly  re ­
qu es te d th e a ir  c a rr ie rs  se rv in g th os e S ta te s to w ith hold  S ta te  inco me ta xes from  
wag es  of  a ir  crew  mem be rs  who se  on ly  co nn ec tio n w ith  th e S ta te  is to  la nd 
w ith in  it s bo un dar ie s in th e  co ur se  of  an  in te rs ta te  fli gh t. I f  m an y S ta te s w er e 
to  ba se  th e ir  ta x in g  au th o ri ty  on th is  ve ry  ca su al  re la ti onsh ip , th e  re su lt a n t 
co mpl ex ity  of  w ithh ol di ng s fo r th e ca rr ie r an d th e  cr ew  m em be rs  co uld ve ry  
po ss ib ly  un du ly  bu rd en  th os e in s tr um en ta li ti e s of  in te rs ta te  co mm erc e. R eport ­
ed ly  a few S ta te s ha ve  re qu es te d a ir  ca rr ie rs  to  w ithhold  ta xes  fr om  cr ew s on 
an  e ve n more te nu ou s co nn ec tio n,  th e mere ov er fl ig ht  o f th e  t e rr it o ry  of  t he S ta te .

I t ap pears  to us  th a t cu rr en t S ta te  w ith hol di ng de man ds , and  po te n ti a l fu tu re  
de m an ds , pos e se riou s en ou gh  prob lems as  to  po ss ib le  i n te rf e re nce w ith  in te rs ta te  
co mmerce  th a t a th or ough  in ve st ig at io n is  w arr an te d . I f  th e  fa c ts  show  th a t a 
bu rd en  on in te rs ta te  co mmerce  is  de ve loping  fr om  S ta te  ta x in g  pr ac ti ce s,  th en  
some  F edera l legi sl at io n wou ld  s eem to  be i n or de r.

Con gres s in Pu bl ic  Law  86-263  has ac te d to p ro h ib it  w ithho ld in g of  S ta te  and 
lo ca l ta xes from  th e wag es  of  off ice rs an d cr ew s on ve ss el s in  co as tw ise,  in te r-  
co as ta l,  in te rs ta te , or  no nc on tigu ou s tr ade. In  Pub lic Law  86-272 , w he re in  in ­
come  from  cert a in  who lly  in te rs ta te  bu sine ss  tr an sa cti ons w as  ex em pt ed  from  
S ta te  ta xati on , pr ov is io n w as  m ad e fo r a br oa d st udy by th e Con gr es s of S ta te  
ta x a ti o n  o f in te rs ta te  co mm erc e.

I t wou ld  see m to  us  th a t sin ce  H.R . 10743 dea ls  w ith on ly  a p a r t of  th e  over al l 
prob lem of  S ta te  ta xati on  of  in te rs ta te  comm erc e, it  sh ou ld  be  co ns id er ed  as  a 
p a rt  of  t h e  l a rg er st ud y auth ori ze d by  Publ ic  L aw  86-272. I f  th a t is  no t fe as ib le , 
co ng re ss io na l co ns id er at io n sh ou ld  a t  le a s t en co mpa ss  al l mod es  of  in te rs ta te  
tr ansp ort a ti on .
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The  B ure au  of th e Bud ge t has ad vi se d th a t th ere  is  no  ob ject ion from  the 
St an dp oi nt  of  th e  adm in is tr a ti on’s pr og ra m  to  th e  su bm ission  of  th is  re port  to 
yo ur  com mitt ee .

Sinc erely ,
H arold W. Grant ,

Lieutenant  General, USAF, Deputy Administrator.

Civ il  Aeronautic s Board,
Washington, D.C., April 16, 11)64.

Ho n. Oren  H arr is,
Chairman. Committee on Inters tate and Foreign Commerce, House of Repre­

sentatives, Washington, D.C.
Dear M b. Cha irma n : T hi s is in re pl y to  y ou r le tt e r of  A pr il 14, 19154, re qu es tin g 

th e view s of  t he  B oa rd  w ith re sp ec t to  II .I l.  10743, a bi ll to  am en d th e In te rs ta te  
Co mm erc e Ac t and th e Fed er al  A vi at io n Ac t of  1958 in  o rd er  to  ex em pt  ce rt ai n 
wag es  an d sa la ry  of em plo yees  fr om  w ith hol di ng fo r ta x  pu rp os es  under th e 
la w s of  S ta te s or  su bd iv is io ns  th ere of oth er  th an  th e S ta te  or su bd iv is io n of  the 
em ploy ee ’s res iden ce .

Alth ou gh  th e prov is ions  of  th e  bi ll  re la te  to  em ploy ees of a ir  carr ie rs , such 
pr ov is ions  do no t af fect th e fu nct io ns an d ac ti v it ie s of  th e B oa rd . I t  does no t, 
th er ef or e,  ha ve  an y co mmen ts to  o ffe r w ith re sp ec t t o th e b ill .

Sinc er ely yours,
R obert T.  Murph y ,

Vice Chairman.

U.S . Depa rtme nt  of L abor,
Off ice of th e  Secretary,

Washington, July 17,1961/.
Ho n. Oren H arris ,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives,
Washington, D.C.

Dear M r. Cha irman  : Thi s is  in  fu r th e r re sp on se  to  your  re ques t fo r our vie ws  
on II .I l. 10743, a bi ll to  am en d th e In te rs ta te  Co mmerce  Act an d the Fed er al  
Avi at io n Ac t of  1958 in  o rd er  to  ex em pt  cert a in  wag es  an d sa la ry  of  em plo yees  
fr om  with ho ld in g fo r ta x  pur po se s under  th e laws of  S ta te s or  su bd iv is io ns  
th er eo f ot her  th an  th e S ta te  o r su bd iv is io n of  th e  em ploy ee s’ resid en ce .

We  ha ve  no c om men ts to  of fe r re gard in g  th e ne ed  fo r or m er it s of  th is  le gi sl a­
tio n.  Ho we ver, we  a re  co nc er ne d ab ou t th e  jxi ssible  ad ver se  eff ec t of  th e pr o­
po sed le gi slat io n on th e  F edera l- S ta te  un em ploy men t in su ra nc e an d te m pora ry  
d is ab il ity  in su ra nc e pr og ra m s.  In  th re e  Sta te s,  th e  un em ploy men t in su ra nce  
pr og ra m  is  fin anced in  p a rt  by  em ploy ee  c on tr ib ut io ns , an d in  fou r,  em ployee  con­
tr ib utions fin ance  te m pora ry  d is ab il it y  in su ra nce  pr og ra m s.  II .II . 10743 wo uld  
re s tr ic t ex is ting  au th o ri ty  to  w ithhold  co ntr ib utions  of a ir li ne  an d mot or  ca rr ie r 
em plo yees fo r th es e tw o pro gra m s to  th os e S ta te s in whi ch  th e em plo yee re side s, 
al ho ug h re side nc e is  no t a  sign if ic an t fa c to r in det er m in in g co ve rage  un der  
e it her prog ram. I t could  al so  re lie ve  em pl oy ers fr om  th eir  ob lig at io n to file 
wag e an d co ntr ib ut io n re port s fo r th es e em ploy ee s w ith an y S ta te  o th er th an  
th e S ta te  of reside nc e.  W it hout su ch  re port s th er e wou ld be  no ba si s fo r dete r­
min ing a w or ke r’s ri gh ts  o r th e  em pl oy er ’s ta x  liab il ity . The  in it ia l ef fect of 
th e  bi ll wo uld  be to  re liev e th e  af fected  em ploy ees of  a ta x  liab il ity  under  S ta te  
law an d ma y pl ac e th a t li ab il it y  on  th e ir  em ploy ers. Th e pr ob ab le  long -ra ng e 
eff ect would  be th e ex clus ion of  th es e w ork er s fr om  pro te ct io n un der  bo th  Sta te  
pr og ra ms. T hei r em ploy ers, ho wev er,  wou ld be  re quir ed  to  pa y the fu ll  Fed er al  
un em ploy men t t a x  w ithout ta x  c re di t.

We m ig ht  al so  po in t o u t th a t th e  ab se nc e of  du pl ic at io n in  ta x  li ab il it y  un der  
S ta te  un em ploy men t in su ra nce an d te m por ar y d is ab il it y  in su ra nc e pr og ra m s 
di st in gu ishe s th es e ta xes from  o th er fo rm s of  ta x  w ith ho ld in g an d th us mak es  
it  un ne ce ss ar y to  ap pl y th e  p ropo se d legi sl at io n to  them .

As we  ha ve  in di ca te d earl ie r,  we  a re  no t in a po si tio n to  comm ent on  w het her  
legi sl at io n of  th is  ty pe  is  ne ed ed  or de si ra bl e.  How ev er , in  th e ev en t Co ng res s 
fin ds  t h a t th is  l eg is la tion  sh ou ld  be e na ct ed , fo r th e  f or eg oing  reas on s, we  su gg es t 
th a t th e bi ll be am en de d to  e xc lude  w ith ho ld in g an d re port in g  und er  S ta te  un em ­
ploy m en t in su ra nc e an d te m pora ry  d is ab il it y  i nsu ra nce  law s from  it s ap pl ic at io n.
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The  B ure au  of  th e  Bud ge t ad vi se s th a t th er e is no ob je ct io n to  th e  su bm ission  
of  th is  re port  from  th e st andpo in t of  th e  adm in is tr a ti on ’s pr og ra m .

You rs sinc erely,
W.  W illard  W irt z,

Secretary of  Labor.

E xecutiv e Office of th e  P resid ent,
B ureau  of th e  B udget,

Washington, D.C., August 8, 1964.
Ho n. Oren  H ar ris,
Chairman, Committee on Inter state and Foreign Commerce,
House of Representatives, Washington, D.C.

Hear Mr. Chair m an  : T hi s is  in re pl y to  you r re qu es t fo r th e  B ure au’s vie ws  
on S. 1719 and  II .I I.  10743, hi lls  which  wou ld  ex em pt  th e inc om e of  cert a in  
em ployees fr om  S ta te  and  loca l ta x  w ithh ol di ng  re qu ir em en ts .

II. II.  10743 pr ov id es  t h a t no  p a rt  of  th e  wag es  or sa la ry  pai d cert a in  oper at in g 
em ploy ees of  m ot or c a rr ie rs  an d a ir  ca rr ie rs  sh al l be  w ith he ld  by S ta te  or loca l 
go ve rn m en ts  o th er th an  th e  S ta te  o r lo ca l go ve rn m en t of  the  employ ee ’s re side nc e 
an d pro h ib it s th e  ca rr ie rs  fr om  fil ing in fo rm at io n re tu rn s fo r ta x  pu rp os es  w ith 
re sp ec t to  th e inco me of  th es e em ploy ee s w ith  an y S ta te  or loca l go ve rn m en t 
o th er th an  th e one of  reside nc e.  As in trod uc ed , S. 1719 w as  id en tica l to  
II .R . 10743,  bu t as it  pa ss ed  th e  Sen at e it s co ve rage  w as  br oa de ne d to  in clud e 
oper at in g  em ploy ee s o f r a il ro ads an d w a te r c ar ri er s.

In  a le tt e r to  us , cop y att ac hed , th e Exec ut iv e D irec to r of  th e Adv iso ry  Com­
miss ion on In te rg over nm en ta l R el at io ns ad vi se s again st  un du e spe ed in th e 
co ns id er at io n of  th is  le gi sl at io n.  He poin ts  out  tha t, th e  bi ll ca n ha ve  a sign ifi ca nt  
re ve nu e im pa ct  on a t  le ast  som e Sta te s,  th a t it  wo uld im ping e up on  long - 
es ta bl is hed  ju ri sd ic ti onal ru le s in  S ta te  an d loca l ta xati on , an d th a t it  wou ld  
be  con tr a ry  to  th e F edera l Gov er nm en t’s po licy of  as si st in g  S ta te  an d loca l gov­
er nm en ts  in  th e en fo rc em en t of th e ir  ta x  laws. li e  su gg es ts  th a t a lt e rn a ti ve  
so lu tion s be fu lly  ex pl or ed . He po in ts  ou t th a t a t le ast  som e of th e S ta te s are  
co gn izan t of  th es e pr ob lems an d th a t th ey  ha ve  al re ad y disc us se d a lt e rn a ti v e  
remed ies . F o r ex am pl e,  th e  S ta te s could  re so lve th e prob lem  by  re ci pr oca lly  
ex em pt in g nonre si den t opera ti ng  em ploy ee s of  ca rr ie rs  from  one  ano th er’s w it h ­
ho ld ing re qu ir em en ts . In  ad di tion , su ch  a rem ed y could  be mad e ap pl ic ab le  by 
th e S ta te s to  o th er gr ou ps  o f em ploy ees wh o a re  in  si m il ar  s ituat io ns.

In  it s re port  to  your co mmitt ee , th e D ep ar tm en t of  Co mm erc e po in ts  out a 
nu m be r of  s ubst an tive is su es  w hich  it  be lie ve s th e legi sl at io n ra is es  an d in dic at es  
th a t th e prob lem a t which  S. 1719 is  d ir ec te d m ig ht  appro pri at el y  be in clud ed  in 
th e st udie s auth ori ze d under Pub lic Law  86-27 2 of  m att ers  re la ti ng  to  ta xati on  
by th e S ta te s of  in te rs ta te  co mm erc e.

Th e B ure au  be lie ve s th a t th e is su es  ra is ed  in th e a tt ac hed  view s le tt e r an d in 
th e C om me rce  r eport  a re  subst an ti a l.  The y ra is e  i m port an t qu es tio ns  of Fe de ra l-  
S ta te  re la ti ons which  th e  B ure au  be lie ve s re quir e fu rt h e r ca re fu l co ns id er at io n 
in  an  e ffor t to de ve lop a lt e rn a ti v e  so lu tio ns . Ac cording ly , we  rec om men d ag ai nst  
th e  e na ct m en t of  th is  le gis la tion a t th is  ti me.

Sinc er ely y ou rs ,
Pn ii. Lip  S. H ug hes,

Assistant Direct or for  Legislative Reference.
Advisory Com mis si on  on I ntergovernmental R elat ions ,

Washington, D.C.. -July 81.196.'/.
Mr. P h il lip  S. H ughes,
Assistant Director, Bureau of the Budget, Washington, D.C.

Dear Mr. H ug he s : Thi s is  in  re sp on se  to  you r re ques t fo r th is  Co mmiss ion’s 
vi ew s on S. 1719, a bi ll  to  am en d th e In te rs ta te  Co mm erc e Ac t an d th e F edera l 
Avi at io n Ac t of  1958 in  o rd er to  ex em pt  cert a in  wag es  an d sa la ry  of em ploy ees 
from  w ith ho ld in g fo r t a x  p ur po se s under th e law s of S la te s or su bd iv is io ns  ther eo f 
o th er th an  th e S ta te  or su bd iv is io n of  th e  em ployee’s re sid en ce .

Th e appare n t ob je ct iv e of  th e  prop os ed  le gi sl at io n is  to  de ny  to  S ta te  an d 
loca l go ve rn m en ts  (e xce pt to  th os e in  which  th e em plo yee re si de s)  th e  us e of  
(a ) w ith ho ld in g at -the -s ou rc e and  of  (b) em pl oy er  in fo rm at io n re tu rn s,  fo r th e 
co lle cti on  of  inc om e ta xes on th e  wag es  an d sa la ri es of cert a in  em ployees of 
re gula te d  ra il ro ads,  ex pr es s co mpa ni es , sle ep ing car co mpa nies , m ot or  carr ie rs , 
a ir  carr ie rs , an d w ate r ca rr ie rs . The  inc om e ta x  li ab il it ie s of  th es e in di vi du al s
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wo uld no t be ex pl ic it ly  aff ec te d ; on ly  th e ob lig at io n of th e ir  em pl oy er s to  
w ith ho ld  su ch  t ax es  and  mak e in fo rm at io n re tu rn s.

The  inco me ta x  st a tu s of  th es e and si m ilar ly  em ploy ed  nonr es id en t pe rson s 
under S ta te  and loc al ta x  la w s is a lo ng -s ta nd in g prob lem , bro ug ht to  th e fo re  
in  re ce nt  years  by th e w id es pr ea d in tr oduct io n  of w ithh ol di ng  fo r th e co lle cti on  
of  S ta te  an d loc al incom e ta xe s.  W ag es  an d sa la ri es a re  now su bje ct  to incom e 
ta xes  in  34  S ta te s an d th e D is tr ic t of  Colum bia an d in  one or  mor e loca l ju ri sd ic ­
tion s in  6 Sta te s.  In  to ta l,  37 d if fe re nt  S ta te s a re  inv olve d in  th e ta xati on  of  
ea rn in gs  sinc e in  3 bo th  loca l an d S ta te  ta xes  a re  imposed . All bu t 3 of  
th e  37 em ploy  with ho ld in g at -the -s ou rc e an d al l re quir e som e in fo rm at io nal  
re tu rn  fr om  em ployers . Th e D is tr ic t of  Colum bia inc om e ta x  ex em pt s no n­
re si de nt s.

S ta te s (j u s t as  th e Fed er al  G ov er nm en t)  gen er al ly  im po se  th e ir  inc om e ta xes 
on al l inco me ea rn ed  w ith in  th e ir  bor der s,  re gar dl es s of  th e re si de nc e of  th e  
inc om e reci pi en t. T hi s ru le  ha s pre va iled  sin ce  W isco ns in  in trod uc ed  inc om e 
ta xati on  a t th e  S ta te  lev el a h a lf  ce n tu ry  ago. The  Su pr em e C ou rt  su st ai ned  
it  on th e gr ou nd  th a t th e  S ta te s con tr ib u te  to  th e  pu bl ic  se rv ic es  ess en tial  to  
th e econom ic ac tiv ity  w hich  en ab le s th e  n on re si den t em ployee  to  earn  th e incom e. 
U nd er  th is  ju ri sd ic ti onal ru le , th e em ploy ee s of in te rs ta te  ca rr ie rs  comi ng  in to  
or  tr avers in g  th e S ta te  are  te ch nic al ly  su bj ec t to  inc om e ta x  li ab il it y  on th e  
al lo ca te  sh are  of  th e ir  ea rn in gs  unle ss  ex pl ic it ly  ex clud ed  by  le gi sl at io n or 
in te rs ta te  cr ed it  ar ra ngem en t.  The  pr ov is ion has  be en  dif fic ul t to  en fo rc e in  
pra ct ic e an d no t in fr eq uen tly  h as do ub tles s re m ai ne d un en fo rc ed .

The  in tr oduct io n  of  w ith hol di ng to  ass is t in  th e  co lle cti on  of  inc om e ta xes  
pion ee red by Or egon  an d Vermon t a dozen yea rs  ago , has b ru gh t th e  prob lem to  
lim el ig ht  by  sh if ti ng  to  th e em pl oy er  th e  burd en  of co lle ct in g a t le ast  p a rt  of  
th e ta x . The  ob lig at io n of  a re gula te d  mot or  c a rr ie r em pl oy er  wh o oi>era tes 
ac ro ss  S ta te  lin es , fo r ex am pl e,  to  w ithhold  inc om e ta xes fr om  wag es  pai d fo r 
se rv ice s pe rf or m ed  w ith in  ea ch  S ta te , in ef fect re quir es  h im  (a ) to  m ain ta in  se pa ­
ra te  re co rd s fo r ea ch  e mploy ee  o n behalf  of  e ac h S ta te  in  which  he  dr iv es , (6 ) to  
de du ct  S ta te  and loca l ta xes fr om  th e sa la ry  of  ea ch  in  ac co rd an ce  w ith th e 
va ry in g w ith ho ld in g pr ov is io ns  of th e  se ve ra l ju ri sd ic tions,  an d (c ) to  file ta x  
re port s on  beh al f of ea ch  em ploy ee  to  ea ch  ju ri sd ic ti on  invo lved . In  som e c ir ­
cu m stan ce s,  th e  cl er ic al  bur de n inv olve d ca n be  su bst an ti a l an d may  be of  a 
di ff er en t ord er of  m ag nitude  th a n  th a t ge ne ra lly im posed  in  conn ec tio n w ith 
th e adm in is tr a ti on  of  S ta te  an d lo ca l m ot or  fu el  ta xe s,  mot or  vehic le,  an d bus i­
ne ss  pr of its  ta x .

In  sh or t, w hi le  th e  inco me ta x  s ta tu s  of  th e em ployees of re gu la te d ca rr ie rs  
an d th e  co rr es po nd in g w ithhold in g an d re port in g  ob lig at io ns  up on  th e ir  em ploy ­
er s is  a ne ce ss ar y co ns eq ue nc e of  de ep ly  rooted , lon g st an din g, an d ge ne ra lly 
ap pl ic ab le  S ta te  a nd  loc al  ju ri sd ic ti ona l ru le s,  t he  co mpl ianc e bu rd en s im posed on 
em ploy ers in ci de nt  to th e oper at io n  of  w ith ho ld in g pr ov is io ns  is  som e ca us e fo r 
co nc ern .

In  th e tim e av ai la bl e,  it  is  no t pra ct ic ab le  to  ac quai nt ou rs elve s fu lly w ith  
th e  re le van t fa cts  in  al l of  th e S ta te s on th e spe cif ic issu es  ra is ed  by th e S. 1719. 
I t  is our under st an di ng,  ho wev er , th a t a t le ast  som e of  th e S ta te s a re  co gn izan t 
of th e  prob lem invo lved  an d th a t a lt e rn a ti ve  remed ies, su ch  as  re ci pr oc al  cre d it  
ar ra ng em en ts , ha ve  a lr eady  be en  di scus sed.

In  Pu bl ic  La w 86-263 , ap pro ve d Sep tem be r 14, 1959, th e  Con gres s has pre ­
viou sly pr oh ib ited  th e  w ithhold in g of  S ta te  an d loc al ta x es fr om  th e wag es  
of  m as te rs , officers, and  o th er se am en  wh o a re  mem be rs  of th e  cr ew  of a ve ssel 
en ga ge d in  co as tw ise,  in te rc oast a l,  in te rs ta te , or no nc on tig uo us  tr ad e.  T h a t 
legi sl at io n,  ho wev er,  af fe ct s on ly  som e of  th e  inc om e ta x  S ta te s an d is of  re la ­
tive ly  m in or  reve nu e sign ifi ca nc e to  them . The  su bj ec t bil l co uld po ss ibly  hav e 
im pl ic at io ns  fo r th e  ta x a ti o n  of  th e  em ploy ees of  o th er em pl oy er s en ga ge d in  in ­
te rs ta te  comm erc e.

In  ge ne ra l, th e Con gres s has tr ad it io na ll y  re fr ain ed  from  in tr ud in g  on  th e  
ta x in g  ju ri sd ic ti on  of S ta te  and  loc al go ve rnmen ts , p re fe rr in g  to  look to  th e  
S ta te s th em se lv es  fo r th e  re so lu tion  in th e ir  own way s of  th e ir  ju ri sd ic ti onal 
pr ob le m s w ith one anoth er . In de ed , th e  Co ng ress  by le gi sl at io n an d th e ex ec u­
tive  br an ch  by  adm in is tr a ti ve  ac tion  has in se ve ra l way s af fi rm at iv ely as si st ed  
th es e ju ri sd ic tions in  t he  e nf orc em en t of  th e ir  ta x  law s.

The  S ta te s,  if  th ey  so elec t, ca n re so lve th is  prob lem by  re ci pr oc al ly  ex em pt­
in g re gula te d  c a rr ie rs  fr om  o ne  a n o th e r’s re port in g  and  w ithhold in g r eq ui re m en ts  
w ith re sp ec t to  em ployees who  a re  no nr es id en ts . In  our vie w,  th is  so lu tio n is 
m uc h to  be pre fe rr ed  to  F ed era l legi sl at io n on se ve ra l gr ou nd s,  princ ip al ly  
F edera l- S ta te  co mi ty.  Moreo ve r, a rem ed y deve lop ed  by th e  S ta te s th em se lv es
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could be made applicable also to other groups of indust rial and commercial em­
ployers whose employees regularly i>erform services in several States.

Since the proposed legislation can have significant revenue impact fo r at least 
some States, would impinge upon long-established juri sdictional rules in State 
and local taxation, and would be contrary to the National Government’s ixilicy 
of assisting State  and local governments in the enforcement of the ir tax  laws, we 
would counsel against undue speed in its consideration. Specifically, the Bureau 
may want to suggest to the House Committee on Inte rsta te and Foreign Com­
merce th at it afford representatives of State and local tax administrations an 
opportunity to present their  views and more particularly tha t it urge these rep­
resentatives to come to  the committee with an alternative solution to the prob­
lem. Alernatively, the committee may want  to request  this Commission to explore 
solution possibilities with the States. The l atter procedure would necessarily be 
more time consuming since, within the Commission’s budgetary resources, such 
an investigation would have to be handled largely by correspondence.

In the time available, the subject mat ter of this report could not be placed 
before the members of thi s Commission and the views expressed herein are those 
of the  staff  alone.

Sincerely yours,
William G. Coleman,

Executi ve Director.

General Counsel of the Department of Commerce,
Washington, D.C., August  3, 1964-

Hon. Oren Harris,
Chairman, Comm ittee on Int ers tat e and Foreign Commerce,
House  of Representatives,  Washington, D.C.

Dear Mr. Chairman : This is in furth er reply to your request for the views of 
this Department concerning S. 1715), an act  to amend the Inters tate  Commerce Act 
and the Federal Aviation Act of 1958 in order to exempt certain wages and salary 
of employees from withholding for tax purposes under the laws of States or 
subdivisions thereof  other than the State or subdivision of the employee’s 
residence.

The act  would prohibit withholding for State  or local tax purposes by airlines , 
motor carriers, railroad and water  carrie rs with respect to wages of employees 
actual ly engaged in airc raft , motor vehicle, railway, or water vessel operations 
unless the taxing State or subdivision is tha t of the employee’s residence. The 
purpose of the act as indicated by the sponsor in his remarks at the time of intro ­
duction of S. 1719, is to eliminate multiple withholding and resulting administra­
tive burdens upon the car rier  based upon t ransit of the  employee through a num­
ber of States  during the year.

S. 1719 as passed by the Senate removes one of our objections to the bill as 
originally introduced since i t would now apply to employees of all carrie rs rath er 
than merely to those of motor carriers  and air  carriers.

We recognize that if each State which a carr ier’s employee tran sits  in the course 
of his employment were to assert a r ight to have taxes withheld from his wages, 
the resul t would be an enormous burden both on the employer and upon the 
employee who in many cases would be entitled to file for refund of the taxes with­
held. However, the same considerations would also apply with respect to any 
other  person whose employment required him to work in more than one State  for 
his employer. S. 1719 by providing relief only for operating employees of 
carrier s would therefore appear to be discriminatory. Moreover, S. 1719 appears 
deficient in tha t it would permit withholding only for the State of residence 
as shown in the employment records of the employer. We believe tha t th is might 
encourage avoidance of withholding by employees vrho could furnish, for purposes 
of employment records of the employer, a mailing address in a State having no 
income tax.

Finally, S. 1719 would appear to present serious problems with respect to those 
employees to whom it would apply. It  would prohibit tax withholding for any 
State or locality other than the State  or locality of residence. This would appear  
to deny to the State of domicile of the taxpayer the r ight to have wages withheld 
for taxes due to tha t State  unless the State of domicile also was the State of 
residence which in many instances is not the case. Generally income taxation 
on the basis of domicile is regarded as an appropriate exercise of the taxing 
I»ower of the State. Moreover, the bill w’ould prohibit furnishing of an informa­
tion return to any State other than the State  of residence, thus denying a second 
avenue of tax enforcement to other States.
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For  these reasons we are  unable to recommend enactment of S. 1719.
We believe, however, that  th e problem a t which S. 1719 is directed mig ht appro ­

priate ly be included in the study authorized under Public  Law 86-272 of  matters relating to taxatio n by the  States of inter sta te commerce or  in a similar 
study directed  solely to the  problem of multip le tax ation  by Sta tes  of the in­comes of  ind ividuals. Such a study might well develop a solution to the  problem which avoided the difficulties we believe would result  f rom enac tment of S. 1719.

Fur the rmore  this Departm ent would have no objection to recommending con­gres sional consent to an appropriate compact between the  Sta tes agreeing  to an equi table  assessment and collection of Sta te and local income tax es from those 
whose employment in inter sta te commerce requires that  they travel  through  two or more S tates .

We have  been advised  by the Bureau of the Budget th at  the re would be no objection to the  submission of our report from the stan dpo int of the  a dm inistra­tion ’s program.
Sincerely,

Lawrence J ones,
Acting General Counsel.

I nterstate Commerce Commission,
Washington, I).C., Jul y 22, 1962/.Hon. Oren H arris,

Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Chairman Harris: Your le tte r of Jun e 24, 1904, addressed to the Chair­
man of the Commission and requestin g comments on S. 1719, an  act to amend the Interst ate Commerce Act and the  Fed era l Aviat ion Act of 1958 in orde r to exempt certa in wages and salary  o f employees from with holding fo r tax purposes  
under the laws of Sta tes or subdivisions thereof other than  the  Sta te or sub­division of the employee’s res idence, has been refe rred to ou r Committee on Legis­lation . After considera tion by th at  committee, I am athoriz ed to submit  the following comments in it s b eh alf:

S. 1719 would amend the  In ters ta te  Commerce Act to p rovide  :
(1) th at  “No pa rt of the wages or salary  paid  Lby rai l, motor, and wa ter  ca rriers  subject to the provisions of the  a ct]  * * * to any  [ope rating] employee 

who performs his regu larly assigned dut ies * * * in more tha n one State , sha ll be with held  for tax purposes  pu rsu ant to  the  laws of any Sta te or subdivision thereof oth er tha n the Sta te or subdivision of such employee’s residence, as shown on the  employment records of such car rie r”, and
(2) that  no such c arr ier  “sha ll tile any info rmation re turn  or othe r rep ort  for tax purposes with respect to such wages or sal ary  with  any Sta te or subdivis ion thereof oth er than such State or subdivis ion of  residence” .
In  addit ion, it would amend titl e XI of the  Federal  Aviat ion Act of 1958 by adding similar prov isions rela ting to ce rta in employees of a ir  car rier s.
We are of the view that  in ters ta te  ca rri ers should not be burdened with  the cumbersome and expensive adminis tra tive task of complying with  an inde­

terminate number of diverse  Sta te and local nonresident withholding procedures for  each indiv idual  operating  employee. The complexity of this task  becomes apparen t when one considers that  such employees may in the  perfo rmance of their duties pass through vir tua lly  every Sta te in the  Union. Accordingly, we fav or the general objective of S. 1719 and, subject to the  opinion of those 
more versed in taxatio n ma tte rs concerning the  techn ical aspects of this measure, recommend i ts enactment.

Another mat ter,  althou gh of relat ively  minor importance , deserves mention. It  is not  clea r why this measure, which relate s prim arily to Sta te and local tax  
procedures, contemplates amendmen t of the  In ters ta te  Commerce Act. We suggest that  the  objective sought in S. 1719 may lend itse lf to cons ideration  sep­
ar at e and ap ar t from the In ters ta te  Commerce Act. and, if favorably considered, migh t be enacted  as a sep ara te sta tut e to be codified in an app ropriate titl e of the  United S tates Code.

Respectful ly submitted.
Abe McGregor Goff,

Chairman. Committee on Legislation,
Ciiarj.es A. Webb.
Laurence K. Walrath.Mr. Williams. Mr. F ort?
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STA TEM ENT  OF JAM ES FORT, COUNSEL, PUB LIC  AF FA IRS, 
AM ERICA N TRU CKING  ASSOCIATIONS

Mr. F ort. Mr. Ch airm an , I sim ply  wanted the  op po rtun ity  to in ­
troduce the witn ess fo r the  Am eric an Tr uc king  Associa tions. Our  
witn ess t hi s m orn ing is  Mr . W illi am  J . Hicke y, v ice p resid en t a nd  gen ­
era l counsel of  Consolida ted  Fr eigh t ways of  Ca lifornia .

Th e Am eri can Tr uc king  A ssoc iatio ns, as Mr . Hic key  wil l ela borat e 
on, favo rs enac tm ent of  the pend ing  leg islation , an d we fe lt  th at an 
act ive  c ar rier  co uld tell a be tte r sto ry in th is ins tan ce c er ta in ly  th at  a 
staff ma n, and th at  is why  we have  Mr. Hic key  here from Ca lif or nia 
th is  m orn ing .

STATEMENT OF WILLIAM  J. HIC KEY, GENERAL COUNSEL, CON­
SOLID ATED FREIG HT WA YS , MENLO PARK . CALIF ., AP PE AR ING
FOR AM ERICA N TRUCKING ASSOCIATIONS

Mr. H ick ey . Good  mo rning, Mr. Ch air ma n. My name is W ill iam 
J . Hic key . 1 am vice pre sident  and gen era l counsel of  Conso lidated 
Fr eigh t ways , Inc ., of  Menlo Pa rk , Ca lif . I ap pe ar  her e tod ay  to 
te st ify in supp or t of  H .R . 10743 anti S. 1710 and  I spe ak fo r Am erican  
Tru ck ing Associatio ns, Inc ., as well as Conso lidated Fr eigh tw ay s.

As you may know, H. R.  10743 an d S. 1710, if  enacted, wou ld p rovid e 
th at  ce rta in  regu la ted tra ns po rta tio n com pan ies sha ll not be subje ct 
to the  income tax  w ith ho ldi ng  requireme nts  o f t he various State s re la ­
tive to the incom e ear ned  by employees of  such  com pan ies when, as 
nonresi dents , they  op era te into  or throug h a S tat e.

In  i llus trat in g the  scope  of  th e p rob lem  as i t rel ate s t o my com pan y, 
I am, in general , des cribin g the pro blem as it  affec ts all  in te rs ta te  
reg ulated  mo tor  ca rri ers.

Conso lidated Fr eigh tw ay s is a common ca rr ie r o f m oto r f re ig ht  and  
has been eng aged in such  business since 19*29. Und er  a ut ho ri ty  of the 
In te rs ta te  Com merce Commission and of the regu la tory  bod ies of the 
several  State s, it  c ar rie s on its ac tiv ity  on a re gu la r route  b asi s in 32 
of the State s an d ce rta in  Pro vinces  of  western Ca nada , pe rfo rm in g 
interst ate an d— in some 15 State s—int ra st at e mo tor  ca rr ie r services. 
Ce rta in lim ite d ir re gu la r au tho rit ies  are  exercised in 11 othe r Sta tes . 
Th e pa rt ic ul ar  pro ble m invo lved  here concern s the  pe rfo rm ance  of 
its  in te rs ta te  comm on-ca rrier au tho rity.

Conso lidated has approx im ate ly 7,000 employees who dr ive  the  
tr ac to r- trai le r comb ina tions used in rend er ing in ters ta te  service. 
Ea ch  of  these dr iver s opera tes  in seve ral State s and a subs tan tia l 
numb er pe rfo rm  sen dees in as many as 32 States  wi thi n the per iod  
of  a ca len da r yea r. Fu rth ermor e,  due  to the  dis tan ces  tra ve led , the 
In te rs ta te  Commerce Com mission  hours  of  serv ice reg ula tions , union 
work rules, an d the ir re gula r flow of freigh t, it is impossible fo r Con­
solid ate d to d isp atch  all  o f i ts dr ive rs on reg ul ar  assigned  rou tes.  Th e 
result  is th a t Conso lidated has employees  dr iv in g tru ck s iiP o and 
th ro ug h ma ny St ates  on a bas is th at  varie s from clay to day , both as 
to the State s involved as well  as to the  ind iv idua l employees.

Th e in te rs ta te  dr ive rs are g enera lly  p aid on th e ba sis of dri ven m iles  
plu s h ou rly  wages,  for  stop ped time. Th e record  fro m which  th ey  are 
pa id is a dr iver s’ tr ip  repo rt  record , fro m which is develop ed the
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number of equipment miles driven on each trip . This information is 
used by the company to develop an equipment-miles-by-States record, 
which is the basis for prorating  State license fees, State proper ty 
taxes, State fuel taxes, State  mileage taxes, and corporate  State in­
come taxes. But there is no record of miles by States by drivers as 
would be required to satisfy State  requirements as to withholding. 
The company has found, through  a study by competent certified public 
accountants, tha t the development of th is additional information for 
a single State would cost it more than  $45,000 per year. This figure 
is based upon a report developed with  the cooperation of Interna tional 
Business Machines and certified by Peat, Marwick, Mitchell & Co.

The company presently reports the employees’ wages to the Federal 
Government and to the  employee’s home Sta te for individua l income 
tax purposes, and withholds income taxes for  the Federal Government 
and for the employee’s S tate of residence. While we are not overly 
enthused with this practice, we are not seeking relief  therefrom. It  is 
relief from the situation as it applies to the  nonresident th at we desire, 
and such is the gist of  this  legislation.

Specifically, some 20 of the 32 States  in which Consolidated Fre ight-  
ways regularly operates, and some 12 to  15 of the cities, have income 
taxes. While most of these jurisdictions  have a requirement  as to 
withholding of income tax from wages of nonresidents, the majority  
of them have in the past not sought to require withhold ing from the 
wages of our drivers performing  interstate commerce. However, be­
ginning in 1962, certain of these States have sought to require motor 
carriers  to withhold from the wages of nonresident truckdrivers. In 
one State, the company became involved in a lawsuit, seeking relief 
in the courts of t hat  S tate, from the onerous burden of computing a 
mileage prorate  of drivers’ wages in order to comply with a statute  
tha t would benefit the State f ar  less than the cost of compliance to the 
company.

I might  deviate from my prepa red remarks at this  point to say it 
would have cost Consolidated Freigh tways  in this part icular case 
$45,000 to $50,000 a year to develop a report tha t would yield the State  
$3,000 in taxes from these employees, and ultimate ly the State did 
change the law and has now passed a new law to provide relief from 
this particular situation.

Mr. Williams. What S tate  is that?
Mr. Hickey. The State of Wisconsin.
Unfortunately , the number of jurisdictions in which taxes on non­

resident income are levied is on the increase. These jurisdictions have 
found that  enforcement of such levies is enhanced by requiring em­
ployers to withhold tax from wages; in addition, such withholding 
steps up collections o f tax receipts, and in the first year assists the 
States in meeting the cash requirements of their budgets. When one 
of these jurisdictions  requires withhold ing from drivers’ wages, the 
neighboring jurisdic tions move to enforce the same requirement to 
protect their revenues, inasmuch as thei r residents will get a c redit in 
thei r home Sta te for income taxes paid to other  States. It  is obvious 
tha t once this chain reaction gets underway all jurisdictions would en­
force such withholding. If  rates and deductions were the same in 
these jurisdictions, the end result would be no gain to any one State. 
However, the expense to the employer would be a major burden. In 
fact, it  is rapidly becoming one.
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Furthermore, envision the pligh t of the unfortunate  employee. His 

pay check soon begins to show, in addition to the present deductions, a 
deduction for tax due on wages earned in each of  the various States 
through which he happens to drive. In  practice, this has more of an 
adverse effect than is portrayed by such a  statement. To illustra te, 
the driv er’s S tate of residence requires withholding based on 100 per­
cent of his wages and the other jurisdictions require withhold ing based 
on a proportion.  The result invariab ly is collections greatly in excess 
of the final tax liability  to any jurisdiction. To obtain  the return of 
his money—of which he has had no use during  the year—the dr iver is 
required to  file a State ta x re turn  for  each withholding State. All but 
one of these will be nonresident returns involving possible refunds 
from all of such States. This refund will depend on the existence of 
a reciprocal agreement between the nonres ident S tate and the  State of 
residence and will require the computation of a highly complicated tax 
credit. While a number of our drivers are college gradua tes, I do 
not think they are qualified to individually complete the involved re­
turns particularly as knowledge of the  laws of many jurisdic tions is a 
prerequisite. Unless the drive r is fortunate enough to have a lawyer 
or accountant for a wife, he must employ professional assistance.

Having briefly discussed the problem as i t relates to the employer 
and the employee, let us turn  to the taxing jurisdiction.

The varia tion in State  income tax rates would result in some net 
gain to the h igher  ra te S tates and an equal loss to the employee, since 
the employee usually receives a credit on his local State tax only to 
the extent of  the  rate in his home State. In our case, the  Sta tes with 
large population centers would lose a little  to the States  without 
large population centers, because we now withhold in th e home Sta te 
only and more of our drivers are residents of our large r base ter ­
minals in major cities. Seemingly, the cost of adminis tering such a 
procedure would in most instances be greater  than the gain.

While this expense and confusion is not great ly relished by any 
employer, it  is par ticu larly  burdensome to employers engaged in the 
conduct of intersta te commerce, adding to the cost of a service carried  
on in the public interest. Consolidated Freight ways, unlike a p rivate  
carrier, is specifically required by its ICC authority to traverse and 
serve certain S tates—it  cannot detour to avoid imposition of the  Sta te 
law.

H.R. 10743 and S. 1719 do not challenge the right  of a State  to 
tax the income of either residents or nonresidents; rather, it only 
would prevent the  burdening of regulated inters tate commerce by un ­
reasonable withholding requirements which are not in the end produc­
tive of revenues to the States. Furthermore, it creates an exception 
only for a regula ted industry—a small segment of the business area 
concerned.

We cite as a precedent for the relief we desire, the enactment by 
the Congress in 1959 of Public  Law 86-263 which prohibited State 
and local governments from requiring withho lding on the wages of sea­
men on vessels engaged in foreign, coastal, intercoastal, or noncontigu­
ous trade.

I would like to express my personal apprecia tion and tha t of Con­
solidated Freightways  for  the opportunity  to present our views in sup­
port of II.R. 10743 and S. 1719.

Thank you.
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Mr. W illiams . Th an k you,  Mr. Hickey.
Mr. F rie de l, do you have any ques tions ?
Mr. F Riedel. Not  at the moment.
M r.W illiams. Mr. S pr ing er?
Mr. Springer. Mr. Hickey , 1 have rea d 1719 here. It  seems to me 

th is is qui te clear . You have  just one idea in min d, and th at  is to 
make the  income tax  deduction applicab le only  in the  State where the  
person resides , is th at  correct ?

Mr. H ickey. W ith ho ldi ng  only in the S ta te  of residence.
Mr. Springer. Then I  tak e it  f rom  th at  th at  the  only tax  to which 

he would  be subjec t would be  in th e S ta te  of his residence .
Mr. H ickey. Tha t is not  t he int en tio n of th is  b ill. Th is  w ould  not 

go to the  r ight  or  th e pow er of  the  State in which the employee earns 
some o f his wages to tax it. We do not contest th at  ri ght at  all. We 
recognize th at  rig ht . Now, th is  does go to the  metho d of  enforce­
ment of  collection of th at  tax.

Mr. Springer. All  rig ht . Let us say, fo r insta nce,  th at  thi s man  
resides in Hanniba l, Mo., and  he does all of his wor k in the  State  of 
Ill ino is,  and  his  residence is H an niba l. He re tu rn s to  H an niba l every 
48 hours,  the  tim e he is off, a nd  tha t is wh ere he l ives.

Now, it i s yo ur though t th at  the  only State  th at  cou ld withhold  the  
tax  would be the State of Missou ri.

Mi-. H ickey . That  is corr ect.
Mr. Springer. All rig ht . Now, then , how would you expect the  

State  of  Ill ino is t o collect i ts share ?
Mr. H ickey. I would assume that  the  State  of Ill ino is,  af te r it had  

determ ined the  amount of tax that  was owed by th is  pa rt icul ar  in di ­
vid ual  in Missour i, would tak e whatever  lega l r ecourse  i t had to  co llect 
the  tax  from  thi s pa rti cu la r ind ividual th at  it wou ld have  from any 
non resident.

Now, I am no t qu ite s ure  wh at it would be in I llino is,  w hether  o r not 
it  could  enfo rce a tax  levy.  I would  assume the y could serve  it on 
his  emp loye r who is a citi zen  of Ill ino is for purpo ses  of  service. I f  
you tak e our company as an exam ple, our com pany would hav e a 
terminal  and  does have  t erm ina ls in Illinois.  I f  we were wi thh old ing  
only  in Missouri,  I  th in k we would be subject pe rhap s to service in 
the State  of Ill ino is as to  th is employee, bu t th is wou ld not invo lve 
our prep ar ing the  records on his employm ent.  I t  would not  involve 
ou r prepar ing  the dri ver -miles-bv-S tate record  th at  is req uir ed for 
the  S tat e to enforce thi s w ithholding.

Mr. Springer. Now, I  suppose , th en th at  the St ate of  I llino is would  
file a sui t aga inst the  St at e of Missouri in o rder to collec t th ei r sha re?

Mr. H ickey . To  a su it ag ain st th e S ta te  of M issouri ?
Mr. S pringer. Yes.
Mr. H ickey. I  sh ouldn ’t thi nk  so.
Mr. Springer. Then wou ld you say th at  if  some of the  work or the  

ma jor  portio n of the  work or all of the  work was done  in the  State  
of Illinois th at  unde r th is  law, if you had  it in effect, if  you had the  
withhold ings applied as in th is b ill, t ha t then it would be a sole  defe nse 
to  you to say we have pa id  th e S tat e of  Missour i ? In  accordance wi th 
th is law.

Mr. H ickey. Of  course, t he  answe r to  yo ur  questio n would be “yes.” 
On the  oth er hand , you are  tak ing as an example a situa tio n th at  is
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unusual because we do not have many situations where any of these 
drivers earn a substantial part  of thei r wages in one State. They 
traverse so many States  that the spread  is qui te substan tial, and the 
breakdown would be merely a fract ion for any one part icular State. 
And this is, of course, what complicates our problem. If  we had a 
simple problem like—if we only had terminals in two States, so a sub­
stantia l portion of  the income would be earned in one or another of the 
States, it would not be so great a problem for us. But  we do not have 
tha t situation.

On the other hand, the answer to your question is “Yes,” if we had 
one isolated situation where we only had a two-State division of income.

Mr. Springer. Let me give you another:  I think this problem is 
going to arise and I might as well get to the central par t of this. 
Suppose tha t your company had a terminal at Quincy, Ill., which is 
on this side of the river, and the other  terminal was in Kansas City, 
Kans., and that  your company did  business only between Quincy, Ill., 
and Kansas City, Kans. All three States  have a provision for with ­
holding—a provision for taxat ion of tha t part icular driver.

Now, how do you propose tha t thei r being no terminal in the State 
of Missouri, only in Quincy and Kansas City, Kans., how do you pro ­
pose tha t the State of Missouri would collect its share of withholding 
tax?

Mr. H ickey. I do not have a firm proposal as to how the State  
should remedy th is enforcement. I am more concerned with the nega­
tive effect on interstate commerce by the enforcement of the with ­
holding. How they  would get th eir tax is quite another question.

Now, I am n ot sure, when you cite an example like this with te r­
minals in Illino is and Kansas but merely opera ting through Missouri, 
how much of the d river’s wages should be taxed in Missouri. I think 
this is still another question aside from the enforcement. How Mis­
souri would go about this I really don’t know. As I said before, I 
assume tha t the Sta te of Missouri would pursue this tax  in the fashion 
tha t they would against any nonresident withou t withholding.

You see, they jus t happen to have a car rier who runs  through there 
that  they can get to. Now, if  it was someone else like a travel ing sales­
man who went through tha t and earned part of his salary in Missouri, 
how would they get to his tax ?

Mr. Springer. The reason I am raising these—these are both ex­
treme examples, but they present the question r ight  on the face of i t— 
if this truc kdriv er drove only between Kansas City, Kans., and Quincy, 
111., very obviously, the overwhelming portion of his mileage or of his 
work would be in the State of Missouri, and the problem immediately 
raised is, if Missouri is ent itled to withholding, how would they col­
lect? This is the thing that  is going to arise immediately when th is 
bill, the knowledge gets out to the States, is: How are we going to 
get our share? This would relieve you of a problem, I can well u n­
derstand  it. Maybe it has justice on your side. I can certainly  unde r­
stand what you are getting at, tha t a whole lot of States  are going to 
try to get thei r share. This is a problem that  is immediately  going to 
ari se: How do we collect our share ?

Mr. H ickey. Well, I might say, this problem came about in the. 
Slate of Wisconsin, too, when we had the situat ion come to a head 
there and we had to take that part icul ar statu te and litigate in the
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courts to get attention for the  problem that  we had. The obvious an­
swer to the question tha t they asked there and the question you are 
asking is tha t the motor carr iers should not be subjected to the with­
holding that  we are talking  about here because, in their  particular 
business, you don't normally have the  kind of situation tha t you are 
talking about. We do not normally have a high concentration of 
earnings in one State. We would not normally have a driver going 
from Quincy to Kansas City and spending 90 percent of his time in 
the State of Missouri. This just does not exist in our company. At 
least I can never identify a situation like that . So that when we asked 
relief in Wisconsin, and obtained relief from the legislature there, it 
was on (he basis of a motor carri er in inters tate commerce being a 
peculiar type of animal that is subject to a grea t deal of harrassment 
in (his type of thing. That does not deprive the State of a large 
amount of revenue, but we are talkin g about such fractional  portions 
of a driver 's wages that it does not substantially affect the Sta tes and 
yet constitutes a tremendous harrassment to the particular carrier 
involved.

Mr. Springer. I understand your position on this perfectly. The 
legislation does not contemplate or does not provide any remedy or any 
division of withholding. All it does is relieve the t ransp ortation it­
self, we will say, from the burden of having to figure withholding 
through the States in which it travels, providing that it may be with­
held only in the State in which the person resides.

Mr. H ickey. Tha t is correct.
Mr. Springer. That is all, Mr. Chairman.
Mr. W illiams. Mr. Fr iedel?
Mr. F riedel. I would like to ask this question: How would it affect 

the State? Jus t using a figure of 1 percent withholding tax on non­
residents, and that would be at  his home base, and also he would have 
to pay his income tax in his home State. Use, for example, Baltimore 
as the home base, and he goes all through New York State, and New 
York State would require a 1-percent withholding tax on nonresi­
dents. How would this bill affect other than  common carriers? How 
would it affect the other people involved?

Mr. H ickey. Nonregulated?
Mr. F riedel. Nonregulated.
Mr. Hickey. It  would have no effect at all.
Mr. F riedel. In other words, the State could collect thei r 1 percent 

for nonresidents tax, and the employee -would get credit from their  
home State. They generally get credit from tlie State where they 
pay the withholding tax.

Mr. Hickey. Tha t is correct; this would have no effect on non­
regulated businesses.

Mr. F riedel. Only regulated.
Mr. Hickey. Tha t is correct. This legislation goes solely to regu­

lated carriers and in particular the motor, rail, and a ir carriers. The 
water carriers already have the relief in the bill tha t I cited in my remarks.

Mr. Friedel. Thank you.
Mr. Williams. Mr. Jarm an?
Mr. J arman. Air. Hickey, I have been given a statement of Cali­

fornia’s position on the  bill before us and I would like to get your 
comment on one or two things th at are set out in tha t statement.
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One ti ling they argue is tha t Califo rnia has not enacted a general 
withholding tax law and that , therefore,  their main tool in income 
tax enforcement is informat ion returns . They say that  the informa­
tion returns , however, are not required to be filed until an employer 
pays salaries and wages to a single employee in excess of $1,500 a 
year, th at amount soon to be increased to $2,000 under the 1964 amend­
ment, or over $3,000, th at amount to be increased to $4,000, under the 
1964 amendment in the case of a married couple.

They argue that,  with tha t limita tion, nominal payments are not 
subject to withhold ing or reporting. Californ ia law creates no undue 
burden on carrie rs or their  non-resident-operating employees.

I would be interested in any comments you might  make on tha t 
contention.

Mr. H ickey. The ir point is tha t if  a single employee earns less than 
$2,000 a year in tha t Sta te ?

Air. J arman. Tha t is my understanding under  Califo rnia law. At 
least, t hat  is what is set out in  th is paper. Cali fornia has no general 
withhold ing tax law’.

Air. H ickey. Tha t is true.
Air. J arman. But Califo rnia has this requirement based upon the 

amount of money earned, either as an individua l or as a married 
man.

Air. H ickey. Of course, this  would nevertheless constitute  a burden 
in the part icular State you cite there because w’e do have a number 
of operations for example, between Seattle  on the  one hand and Los 
Angeles on the  other , so that perhaps as much as one-half  of the total  
trip  would be throug h the State of California. And these d rivers  who 
would make th at run as a regular assignment, i f there are any, would 
perhaps be earning in the neighborhood of $16,000 to $18,000 a year. 
So th at easily even i f it were a married couple, $4,000 would be ex­
ceeded in the State of Californ ia. Thus  if they had withholding, we 
would have to withhold or provide the same information.

Now, I  agree with them th at under the present law’ it  is not a burden 
because they  do no t have withholding. And if they had it and they 
had an exemption for $2,000 or $4,000, it would provide  some relief, 
but nevertheless we would have enough people operating  above the 
limitation  in Califo rnia in part icular so that it would be a burden.

Air. J arman. Out of your own company’s 7,000 employees, do you 
have any—have you compiled any figures as to the number on which 
you would have to supply information s tatements ?

Air. H ickey. I do not have that informat ion offhand.
Air. J arman. T wonder how it affected your own company.
Air. TTtckey. Well, T can say this, tha t we have a h ighly  advanced 

IBAI concentration of machines in Port land , and I would estimate 
that 25 percent of  tha t machine time is spent on employee pay reports 
and information reports  of the type you are talk ing about.

Now, to break it down by the exact number of employees would be 
most difficult because we have in fact many more than the 7,000 em­
ployees. These are just 7,000 truckdrivers.

Air. J arman. I  have just one other part of tha t Cali fornia state­
ment tha t has been given me on which I would like to ask for a com­
ment. They say apparently it is not the intent of H.R. 10743 to 
deprive the State of its right to tax. Under California law, if the
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employer does not withhold the State  unemployment compensation 
disability tax from employees, the employer becomes liable for  the tax. 
Thus the effect of the bill may be to shif t the tax liability from the 
employee to the employer. I)o you have any-----

Mr. H ickey. Tha t is correct. We understand tha t to be the effect 
of the bill.

Mr. J arman. I think th at is all.
Mr. Williams. Mr. Devine ?
Mr. Devine. Mr. Hickey, do you or your organizat ion, either Con­

solidated or the trucking associations, have a basic feeling against 
withholding jus t as a general principle?

Mr. H ickey. No. Not at all. We have a very definite opinion as 
to withholding on the income taxes tha t I have talked about in my 
remarks because of the de facto  burden tha t it creates on the admin­
istrative processes of our parti cular company, hut we have no pre­
disposition against wi thholding in general.

Mr. Devine. The withholding principle was adopted I guess be­
cause of the ease of collection; tha t the Government could not afford 
to send people out to collect income taxes from the  Federal standpoint 
clear across the Nation, and the States have now adopted it, and it 
is becoming broader and broader, so tha t even municipalities are per­
mitted to withhold. I just thought perhaps your organizat ion had a 
set policy either for or against the withhold ing principle.

Mr. H ickey. No. If  we have any policy it is in favor of cooperat­
ing with those States where withholding  is reasonable, and doing all 
that is required under the law.

However, our position here is tha t mult iple withholding in our situ ­
ation which could be as many as 32 or more for 1 individual is 
unreasonable.

Mr. Devine. It  could become overwhelming. Of course, many per ­
sons have stated that  over the years as far  as the Federal withhold ing 
plan is concerned that it is a very serious situat ion, that if the tax ­
payers of this Nation realized how much was being withheld, they 
would probably revolt against  this whole system because today the 
wage earner is not concerned with what he makes. He is concerned 
with what his take-home pay is. That is all he looks at. He does 
not care about what is withheld.

Mr. Hickey. That is correct.
Mr. Devine. These laws lend themselves to a situat ion where they 

are not concerned with what is withheld in Washington nor what these 
fellows down in Washington are doing with thei r money.

Mr. H ickey. Well, the burden, as I  pointed out before, the burden 
on the employee is just as substantial in a sense of the word as the 
burden on the employer in this case because it could get to a point 
where a substantial pa rt of the employee’s wages would be kept out of 
his use or beyond his utilization during the full year until he could get 
it back, if  he ever got it back. This is so because some of these people 
migh t not take the appropria te steps to get refunds when they had 
them coming. So I think both from the standpoint of the employer 
and the employee, this par ticu lar bill limit ing withholding is certainly 
most desirable and reasonable.

Mr. Devine. I have no further questions, Mr. Chairman.
Mr.W illiams. Mr.Watson?
Mr. Watson. Thank you, Mr. Chairman.
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Mr. Hickey, since we represent by and large a group of residents 
rather than nonresidents, help me to justi fy in my mind the p ropriety 
of forcing the resident to have his income tax withheld and the non­
resident of being excluded from that. Aft er all, you have in mind that 
we represent more resident constituents than we do nonresidents. Now, 
you help me to go back home and tell my people tha t we won't require 
the nonresident to have his income taxes withheld, but we do require 
99 percent of o ur own people to have theirs withheld.

Mr. H ickey. Mr. Watson, I would rath er turn  th at around and if I 
could help you, help you in this way to go back to South Carolina and 
point out to the residents who are there who happen to be truck- 
drivers  for  intersta te truckers, and I understand you have quite a few 
who are based in your S tate, I would rather have you explain to them 
tha t you have supported a bill th at would relieve them from an undue 
burden because I do not think that what we are talking about is depriv­
ing South Carolina  of any revenue. On the contrary,  I think  we are 
talking about p rotecting the income, not  only of the employee truck- 
drivers in South Carol ina but the financial well-being of the interstate 
motor carriers  who are based in your State.

Mr. Williams. Would the gentleman yield at that point ? You used 
the term of “protecting the income” of these people. Are you suggest­
ing t ha t without—in the absence of  the withholding tax on nonresi­
dents, tha t there would be no tax on the income of these people ?

Mr. H ickey. No. That was not my suggestion. I was going back 
to the point tha t I  made before, that with multiple withholding, these 
people are deprived of more money during  the year than they actually 
owe in taxes.

Mr. Williams. There  is no depreciation of income.
Mr. H ickey. No.
Mr. Williams. Nor is there any release from the  liability or obliga­

tion to pay the income tax -----
Mr. Hickey. Not at all.
Mr. Williams (cont inuing). In these other States.
Mr. H ickey. I was direc ting my remarks more to the protection of 

the utilization of pa rt of the income because as I  pointed out before, 
a substantial p art  of the  employee's salary which would not ultimately 
be due in taxes would be beyond his reach during  the year, and per­
haps never recovered i f he didn 't make the appropriate  refund  ap pli­
cations.

Mr. Williams. There is nothing novel about Federal withhold ing 
programs and all of the withholding programs in the  several States, 
is there?

Mr. H ickey. No; the only novel point is the multipl icity of the 
withholding.

Mr. W atson. Mr. Hickey, on page 4 you admit in the second pa ra­
graph tha t such w ithholding procedure “steps up” collections of tax 
receipts. So you admit by your statement that certainly  this method 
does step up the tax receipts of the individual States.

Mr. H ickey. I think that  is certainly one of the prime purposes of 
withholding.

Mr. W atson. Yes; and there is no admission nor is there  any con­
tention on your  pa rt at this time tha t any State  is collecting any tax 
from any truckdr iver which is not due.

Mr. H ickey. Pardon me ? I  didn’t hear all of that.
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Mr. Watson. Certainly you do not contend now that any State is 
collecting any income tax from any truckdriver which is not due.

Mr. H ickey. Tha t is correct.
Mr. Watson. Tha t is correct. So this whole problem is not a mat­

ter of a State collecting any income tax which is not due that State, 
but rath er is directed to the bookkeeping problem which you and 
others similarly situated  have.

Mr. H ickey. That  is correct.
Mr. Watson. Now, your business is not typical of the trucking busi­

ness in general. I mean, most of them are not as large as yours, are 
they ?

Mr. H ickey. No; I do not know of any other that  is as large. On 
the other hand, the problem is typical, I think. 1 think if you looked 
at a cross section of the interstate motor common carr iers, the  average 
truckline, if there is an average truckline, would operate in a t least 
six or seven States. I must admit  our 32 States is somewhat unusual. 
I would guess there are not more than 7 to 10 carriers  in tha t position. 
But even if you reduced the problem to seven, eight, or nine States, 
which I think would be average for an interstate motor carrier,  the 
problem is still significant because as you reduce the number of States 
served, you reduce the size of the carrier, too, and the burden that  32 
States is to our company doing over $100 million a year is perhaps 
quite the same for a ca rrier  doing perhaps $2 or $3 million a year in 
7 or 8 States.

Mr. Watson. Of course, you have a responsibility of gather ing 
information for a great portion of this burden already in the matter 
of filing your mileage taxes, prorating that among the States wherein 
you operate, and additional ly the filing of your corporate income 
taxes. You still have to break it down among the various States 
within which you operate, don't you ?

Mr. H ickey’. Yes: but this information comes from the dr iver trip  
record that goes with  the  piece of equipment and is very easy to con­
vert to the machines that  we have. It  would be much more difficult 
to break down the mileage by drivers than by equipment because we 
can keep the records with equipment. We may have three different 
drivers driving  one piece of equipment when it goes from one terminal 
to the other and we take the record from the  truck and we know how 
many miles it is driven. It  has an odometer on it. But we have to 
go back through a very complicated process to determine just  how 
many of those miles are driven by each driver,  and this is not nearly 
so susceptible to machine accounting as the miles we talk about in my 
prepared remarks tha t we use in preparing our reports to States on 
fuel taxes and mileage taxes.

Mr. Watson. Would your company have any objection to the filing 
of information re turns to the various States within which you operate, 
so far  as it relates to employee income tax?

Mr. H ickey. I th ink at the present time we do—we are required in 
certain States to file informat ion returns, but T would have to say that 
cautiously. I am not sure. We would have perhaps the same objec­
tion to an information return if it required the same amount of record­
keeping tha t the withhold ing would because the actual withhold ing 
itself, the actual act of withholding rather than the computation of 
all the information necessary to compute the withholding, is not so 
burdensome as the gathering of this information.



STATE WITHHO LDING TAXES IN INTERSTATE COMMERCE 21

Mr. Watson. Then, to develop the line of questioning my colleague, 
Mr. Springer, projected to you a moment ago, explain to me as a 
practica l matte r how a State would be able to determine who owes 
what tax in what amount, in the absence of either the withholding 
or of an information return tiled with the respective States. As a 
practical matter, how could this be determined ?

Mr. H ickey. I think  that question probably has been asked three 
or four di if erent ways, and the answer 1 can't  improve upon. I t is 
that  tlie States would have to collect th is part icular tax and get the 
information to collect the tax in the way that they presently do against 
any nonresident, as they would agains t a corporate nonresident.

Mr. Watson. But so far as the matter of a S tate being able to dete r­
mine what driver owes any income tax to tha t par ticu lar State  for 
work perform ed within it, and the amount of the tax, it would be im­
possible to determine that, would it not ?

Mr. H ickey. I think the answer to your question, and I have said 
this before, is “Yes” ; tha t they would be at somewhat of a disad­
vantage in the m atter of getting  the in formation necessary to  compute 
the tax, but I think the mere fo rtuitous situation tha t you have with 
the regulated carrier who operates in and throu gh and is subject to 
service in every State through which it operates  puts it in a peculiar 
position because you certainly have many other  nonresident wage 
earners who are individually earning a por tion of the ir annual income 
in a par ticu lar State and from whom the S tate  could never collect the 
tax or get the information, so we have the fortui tous situat ion where 
you happen to have a regulated  carr ier who actually is in a position 
where they can get the informat ion from him at greatest expense. Of 
course, the other party, for instance, a salesman who does not have an 
office in the State but earns a good deal of his income in the State, is not 
subject to the same burden.

It  seems to me this  is the real heart and soul of this bill, that  the 
withhold ing on nonresidents in the fashion we have described discrimi­
nates unduly against regulated carrie rs and clearly places a burden 
on it that  is not at all within reason. It is strict ly a burden on the 
adminis trative processes of a company such as ours.

Mr. Watson. I can appreciate the burden tha t you have. Of course, 
it natura lly follows when you have a big business tha t you have these 
additional burdens and responsibilities both to the Federa l Govern­
ment and I  th ink likewise to the various  S tate  governments.

Answer this  question. Help  me get  a littl e ligh t on it in my think­
ing. Is that not going to open the door for all other nonresidents, com­
panies, to ask for the same consideration? And would they not be 
justified in asking for the same exemption?

Mr. H ickey. I t certainly is not our intention  to  open the door to a 
blanket relief from withhold ing tax. Certainly we have tried to make 
it very evident in thi s bill tha t what we are direc ting our a ttention to 
is a very, very limited situation. I think t ha t beyond the question of 
regula ted carr iers of the type we describe in the bill we do not propose 
any relief from this because I do not thin k the problem becomes as 
grea t when you get beyond the regulated industries . I think when 
you are talking  about just a manufacturing company, it is not nearly 
such a great problem, and certain ly the only aspect of this problem 
that we intend to reach here or th at we intend to remedy bv this bill is 
tha t portion which relates solely to regula ted transportation .
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Mr. W atson. Are you aware of the fact tha t there has been a bill 
already introduced in the House to exempt those nonresidents em­
ployed on Government reservations from the same provisions of State 
withholding as you are requesting now?

Mr. Hickey. I am not familiar with  the bill.
Mr. Watson. I would say for your informat ion tha t such a bill has 

been introduced, and I can see where very well it could present a prob­
lem to these States. Frankly, in my mind, if we exempt one we should 
exempt all, regardless of the size. I see no basic just ification, simply 
because one company is l arger  and has a part icula rly heavy burden, 
including all of this information, fo r exempting it i f the litt le company 
is not exempted. Tha t is the problem with which I  am wrestling in 
my mind, especially in view of the fact tha t you s tated tha t no Sta te 
is attempting to collect any tax from any nonresident individua l which 
is not due that State. You did agree with that , d idn’t you ?

Mr. H ickey. You were ta lking about our company in particular.
Mr. Watson. Yes, sir.
Mr. II ickey. Well, of course, there is no State collecting any tax 

from us now except the State of residence.
Mr. Watson. 1 understood from your statement tha t more and more 

States are going out and requir ing the withholding of income taxes 
from your employees; or did I misunderstand you? If  I misunder­
stood you, then I  fail to understand why you are here today.

Mr. H ickey. No. This is—the statement t ha t I  made, and I think 
you a re refer ring to page 4 of my statement, is t ha t the number of 
jurisdictions in which taxes on nonresident income are levied is on 
the increase. Now, as to what taxes are paid by the employee, we 
would not know that because they do not withhold. The only one that 
has actually enforced the withhold ing requirement against the non­
resident was the State  of Wisconsin tha t I  am fam iliar  with.

Mr. Watson. But you anticipate  that  more and more States will-----
Mr. Hickey. That is correct.
Mr. Watson. Thank you.
Mr. H ickey. Now, as to what tax they would collect and whether 

it would be all t hat  we said or not, of course, I  cannot answer.
One point th at you brought up—perhaps i t was Mr. Jarm an—tha t I 

should clarify, when I agreed that the employer would be responsible 
for the unemployment compensation tax, my thought was tha t this 
bill relates only to income tax. However, if II.R.  10743 is a broad 
exemption of withholding, then it would, I  assume, cover the unem­
ployment compensation tax as well so that  the employer would not  be 
responsible.

Mr. Watson. Thank you, Mr. Chairman.
Mr. Williams. Mr. Sibal ?
Mr. S ibal. Mr. Hickey, in that lawsuit having  to do with the S tate 

of Wisconsin, what was the decision in tha t case? What was the 
decision of the court ?

Mr. H ickey. The lawsuit became academic because the law was 
changed.

Mr. Sibal. Prior to decision.
Mr. Hickey. That is correct.
Mr. Sibal. So tha t the suit was wi thdrawn, was it, or dropped?
Mr. H ickey. It  is in the process of being dismissed now.
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Mr. Sibal. I know you stated this, but  jus t to make the record clear, 
at the  moment you do not have any problem of having to comply with 
this withholding . You anticipa te a problem, is tha t correct ?

Mr. H ickey. Tha t is correct at the present moment. When this 
bill was introduced, we did. This was an active problem. But a t the 
present time I do not know of any part icular state tha t is requiring 
withholding. I say tha t rather boldly. I do not know of any State 
where we have the problem. I know of two or three States  where 
the problem is rapidly coming to a head because we have been told 
tha t the withholding is going to be enforced.

Mr. Sibal. So you have this—this  is not just  some theoretical 
problem.

Mr. Hickey. No, no.
Mr. Sibal. It  is right around the corner.
Mr. Hickey. This  is just around the corner.
Mr. S ibal. Now, we always hear a lot of criticism about people pu t­

ting their  nose in private business. Can you anticipate if we pass a 
bill to prevent withhold ing, some kind of a system evolving where 
your private records would be scrutinized constantly by some agent of 
some State or some agency to find out this information ?

Mr. H ickey. At the present time we have a situation with the va ri­
ous States  throu gh which we operate whereby they are scrutiniz ing 
our records for information of this type. This would be one answer 
to the previous question. If  they wanted to find out about our em­
ployees, our records are available, and if the State auditors want to 
come in and look at. them, we make them available and they could 
determine from tha t how much the driver’s total mileage was in a p ar­
ticu lar State and divide  that back against his wages.

Mr. Sibal. And you prefer this to having to withhold yourself.
Mr. H ickey. Well, clear ly i f we have to dig this  information out as 

I have indicated before, the cost to us in just  one State is between 
$40,000 and $50,000. And it is obviously preferable  from the stand­
point  of a public service company such as Consolidated Freightways 
not to spend what dollars it gets in revenue on what it considers to be 
useless recordkeeping of this type.

Mr. Sibal. Don’t you have to make personnel available to these 
government people, though, in order to help them find information, 
keep the thing under some kind of an orderly procedure?

Mr. H ickey. Normally the individuals  tha t I have encountered 
from the various State governments who visit our offices to examine our 
records are so familiar  with the records of tha t par ticu lar type of 
industry tha t they need very little  help. In fact, many times they 
don’t particularly want it. But if it is required, we would make it 
available. Yet we are not talking about anything in the range of 
$40,000 to $50,000 a year, though.

Mr. Sibal. I see. Thank  you, Mr. Chairman.
Mr. Williams. Any further questions ?
Mr. Springer. Ju st one question. Mr. Hickey, what did you say 

the outcome of the Wisconsin decision was ?
Mr. H ickey. The su it became academic when the last session of the 

legislatu re there amended thei r law to provide relief.
Mr. Springer. All right . Then in fact you didn ’t get any result 

from tha t decision one way or another.
Mr. Hickey. Tha t is correct.
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Mr. Stringer. Now, I take it  that at the present  time if you raised 
this question, and it would be possible for you to raise the question, 
the burden on inters tate commerce at the present time, you could 
raise that question in court proceedings now.

Mr. Hickey. If  a State were to enforce its withholding tax, we could 
raise that question.

Mr. Springer. Now, if this law is passed, you still would have the 
constitutional question, would you not, whether or not it is a burden 
on interstate commerce ?

Mr. Hickey. Yes. On the other hand, you would have the clear 
statement in the  law tha t limits the withholding to the place of resi­
dence of the employee.

Mr. Springer. What I am try ing  to get at is this. At the present 
time you do have the power and the legal right to raise the question 
of whether or not this is a burden on intersta te commerce.

Mr. Hickey. That is correct.
Mr. Springer. Now, we pass this law and assume it is a lready on 

the books. It  still would be a constitutional question even with the 
law on the books, as to whether or not i t is actually a burden  on inter­
state commerce.

Mr. Hickey. I think  as an academic question, perhaps what you 
say is so. On the o ther hand,  I  think tha t the bill tha t we have before 
us is not o f the type tha t would be subject to tha t kind of an attack. 
For example, the bill t ha t was enacted into law concerning the water 
carriers and the employees of water carriers to my knowledge has 
never been challenged.

Mr. Springer. In  other words, what  you would be in fact  doing 
would be strengthening the case, substantia lly.

Mr. H ickey. Or hopefully eliminating the possibility of having to 
litigate  the constitutional question.

Mr. Williams. Mr. Hickey, you indicated in your statement, I be­
lieve, that your company operates in some 32 States. I think tha t is 
on page 1. And certain provinces of western Canada with which, 
of coui-se, we cannot concern ourselves here, performing interstate,  
and in some 15 States, intra state  motor carrie r operations.

Of those 32 States, how many have withhold ing statutes?
Mr. H ickey. I have discussed this problem once before, and I be­

lieve the number of S tates to be 14 of the 32 that we are talkin g about 
at the present time. In addit ion several cities require withholding. 
But I would prefer if I may, Mr. Chairman, to supply for the record 
informat ion on this part icular point at a later  date.

(This  information appears on p. 28.)
Mr. Williams. All r ight , sir.
I)o you operate in Utah ?
Mr. H ickey. Yes, sir.
Mr. W illiams. According to information which has come to me in 

the form of a letter  from the commissioner, State tax commissioner 
of the S tate of Utah, they have in effect a regulation purpo rted to deal 
with this problem tha t provides as follows:

Withholding will not be requ ired  in the  case of wages paid  by licensed com­
mon car riag e or employers with sim ilar type business operations to employees 
who are bona fide residen ts and domiciled in a Sta te other tha n Utah and who 
engage  in services that  o riginate  outsid e of Utah and eith er terminate in o r pass thro ugh  Utah.
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I would like to know how many of these 10 States  have in effect 
the same type of regulation.

Mr. H ickey. 1 do not believe any do.
Mr. W illiams. I think it would be well for the committee to have 

tha t information also.
Mr. H ickey. Well, my recollection, Mr. Chairman, is t ha t in the 

case of the State of Utah, the problem of withholding  nonres ident in­
come tax  did come to the fore at one point in the past and tha t the 
restric tion tha t you speak of was in the way of amendatory language.

Now, to the best of my knowledge, none of the other taxing  jurisd ic­
tions which have withholding provisions have a similar  exemption 
other th an Wisconsin which has just passed it.

Mr. W illiams. Wisconsin does have a similar provision.
Mr. H ickey. Aft er this last session when a bill was passed to relieve 

us from the problem that was raised in the lawsuit, we have an ex­
emption. It  is not in t ha t form, but i t is an exemption from the with­
holding.

Mr. W illiams. Now, do I understand correctly, in your response to 
a question asked a moment ago, t ha t this is not an existing problem 
but that you a nticipate difficulty in the future  ?

Mr. H ickey. Well, the problem when it first came to the surface 
was a very real problem tha t we had at tha t time with Wisconsin. 
The problem today insofar as Consolidated Freightways is concerned 
is one which is just around the  corner because we have been told it is 
going to be enforced. However, I am informed tha t other carriers , 
since we only operate in 32 States,  and there are 18 others involved, 
I am informed tha t carrie rs opera ting in some of the other 18 States 
do have this problem, tha t it is real today, and I am here today to 
speak not only for Consolidated Fre igh t ways but the American Truck­
ing Associations.

Mr. Williams. Let us see how widespread the problem is at present, 
if you can, not anticipated but a t present. How many of the 50 States 
employ withholding tax ?

Mr. II ickey. I do no t have tha t answer, Mr. Chairman. I would 
have to supply that information.

Mr. W illiams. I)o you know how many States who do have with­
holding taxes or w ithhold ing tax laws subject nonresidents engaged in 
inters tate ca rrier  operations to withhold ing?

Mr. H ickey. I do not have t ha t information abstracted, Mr. C hair­
man. However, in the Senate hearing on this bill, on page 3 of th at 
repor t the re is a schedule. I could go through i t if  you wanted me to, 
but I do not have the information abstracted at this time.

Mr. W illiams. I  think  i t might be well to include thi s let ter in the 
House hearings also, and we will do that later.

Mr. IIickey, you understand tha t in this legislation is involved an 
issue tha t raises a serious problem in connection with the Federal-S tate 
relationships . Would you agree with that statement  ?

Mr. H ickey. Yes.
Mr. W illiams. There is a serious question in my mind, at least, and 

apparently  it also concerns others—I have just read several of the 
agency reports on this  legis lation, and they raise the point also—tha t 
this  legislation may in some way encroach upon the constitutional 
righ ts of the several States.
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Would you like to comment upon the extent to which you believe here is a definite encroachment on the reserve powers ancl the desig­nated constitutional powers of the several States ?
Mr. H ickey. Our position, Mr. Chairman, has been that the t hrust of this bill goes solely to the righ t of the S tate to enforce withho lding by the employer of a nonresident employee. It  does not go to the right of the Sta te to tax this employee, or to collect the taxes due to it, which, of course, we don’t challenge in any way. We do challenge thei r righ t to enforce these withholding laws in a fashion tha t we consider to be unreasonable, an undue burden on interstate  commerce. However, we feel that  the bill does not encroach on any of the con­stitutional right s of the State in this respect.
If,  on the other hand, the bill were designed to somehow limit the righ t of the State to collect taxes, I would feel differently, but this is not our intention at all.
Mr. W illiams. Isn’t that  answer to some extent equally applicable to the Federal  withholding tax laws, getting  away from the State- Federal relationship just  a moment, and getting  into the constitu­tionality  of withholding as such ?
Mr. Hickey. Well, of course, the problem of-----
Mr. W illiams. The point tha t I want to make is this. The point of my question is this. Under our Constitution, wouldn’t you say tha t a State  had as much righ t to withhold income taxes as the Fed­eral Government does? Is there any limitation in the Constitution 

other than  the undue burden or other than the commerce clause that you-----
Mr. H ickey. Not in so far as the State withholding of income taxes resembles the Federa l withholding of income taxes, I don’t think there is any question but it is the constitutional right  of the States, and we do not challenge the righ t of a S tate to require withholding from an employer of a resident of the State or  one who is princ ipally  employed there which is after  all what the Federal Government does. They do not. have a situation tha t is a t all similar to the one we described here since you do not have the problem of multiplici ty of jurisdictions for withholding.
Mr. Williams. All right.  You pay a corporate withhold ing tax in several States  in which you operate.
Mr. H ickey. Corporate withholding tax?
Mr. Williams. Yes, sir.
Mr. II ickey. Corporate income tax.
Mr. Williams. Corporate income tax.
Mr. H ickey. Yes, sir.
Mr. Williams. And you have to file in formational returns,  I sup­pose, in those States.
Mr. H ickey. That is correct.
Air. Williams. This bill does not  relieve you of that responsibil­ity, does it ?
Mr. H ickey. No, it does not.
Mr. Williams. But it does relieve you of the responsibility of fil­ing informational returns on your employees who are nonresidents of th at State.
Mr. H ickey. That is correct.
Mr. Williams. Isn ’t the principle the same as to the taxation of an individual and a corporation?
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Mr. Hickey. I would think  not, Mr. Chairman, since a corpora­

tion sees lit to do business in a State  and desires affirmatively to be 
lor  certain purposes a citizen of tha t State, it undertakes volu ntar ­
ily some of the obligations of an ordinary resident, and in tha t re­
spect is required, and righ tful ly so, to pay corporate income taxes 
and to make reports to the State. But on the other hand, when you 
have a nonresident employee who has no control, nor does the em­
ployer, over the routes over which he must travel and the time he 
must spend in certain States, I  th ink it is a little  different. You have 
a little  different situation  than  the volunta ry act of citizenship in a 
part icular State.

Mr. Williams. The repor t of the Bureau of the  Budget is accom­
panied by a statement of policy or a recommendation commenting on 
this legislation over the signature of the Executive Director of the 
Commission on Intergovernmental Relations. He makes this state­
ment in his closing paragraph. I would like to have you comment on 
it in view of the fact tha t this appears not to be a widespread prob­
lem a t the moment but one which is pr imar ily anticipated . He says 
this :

Since the proposed legislation can have significant revenue impact for  at least 
some States, would impinge upon long-established jurisdict ional rules on State 
and local taxation, and would be contrary to the National Government’s policy 
of assisting State and local governments in the enforcement of thei r tax laws, 
we would counsel against undue speed in its consideration. Specifically, the 
Bureau—
and they are suggesting this to the Bureau of the Budget—
the Bureau may want to suggest to the House Committee on Inte rsta te and For­
eign Commerce tha t it afford representa tives of State and local tax adminis­
trat ions  an opportunity to present thei r views and more particularly tha t it urge 
these representatives to come to the committee with an alternative solution to 
the problem. Alternatively,  the committee may want to request this Com­
mission—
tha t is the Commission on Intergovernmental Relations—
to explore solution possibilities with the States. The lat ter procedure would 
necessarily be more time consuming since within the Commission’s budgetary 
resources such an investigat ion would have to be handled largely by corre­
spondence.

What would be your objection, if any, to this  committee’s requesting 
this Commission to make a study and report back to them ?

Air. H ickey. The principal objection, Mr. Chairman, would be the 
amount of time involved in having  such a study, and while the letter  
from the Bureau of the Budget reports the problem not to be wide­
spread at the moment, this  is something tha t I would like to provide 
you with more information on, and I am not certain that I agree with 
that, statement at all. I think  tha t problem may be a very real 
problem.

Mr. Williams. To what extent have you sought to straigh ten this 
out at the State  level? Apparent ly you were successful in Wiscon­
sin. Evidently they have been successful in Utah.

Mr. ITickey. Yes. We were successful in Wisconsin at great ex­
pense. I do no t honestly believe th at we could be successful in the 
other States without simila r expense. I t is ha rdly a palatable  solu­
tion for us to go to each of the States  that  decides to enforce with­
holding tax and to litigate the question repeatedly. This is the whole 
purpose of the Federal  legislation, to in one motion avoid the problem.
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The State  tax people, I understand, are here today, too, and will 
have an opportunity to speak on this, so if they were to report to this 
Commission, I think they could report to the committee today as well.

Mr. Williams. Where have you sought to st raighten this out at  the 
State  level where it has not been straightened out?

Mr. H ickey. In what p artic ular  Sta te?
Mr. Williams. Just how unreasonable and arb itra ry have you found 

State legislatures in recognizing and dealing with the problem?
Air. H ickey. I speak, as I  say, f or the American Trucking Asso­

ciations but  with respect to  the impact of this problem, on many of 
the other carriers  who are members of this association, I would ask 
your indulgence and supply this information because I do not have 
it offhand. But as one of thousands of carriers in this  country, I can 
say that  it took us 2 years to straighten the matter  out in Wisconsin; 
2 years and a great deal of expense.

(Subsequent information supplied  by Mr. Hickey is as follows:)
Su pp lem en ta l  I nfo rm at io n  S u pp lie d  by  Con so lid at ed  F r eig h tw a y s , I nc.

D ur in g th e yea rs  Con so lid ated  F re ig htw ay s,  Inc ., has be en  ap pr oa ch ed  by a 
nu m be r of S ta te s co nc er ni ng  it s duty  to  w ith ho ld  S ta te  inc om e ta x  from  th e 
wa ges of  no nre si de nt  d ri vers  en ga ge d in  th e pe rf or m an ce  of  in te rs ta te  com ­
merce  in an d t hr ou gh  tho se  S ta te s.

M on ta na  co nt ac te d th is  co mpa ny  by  m ai l in  1958. A ft er an  ex ch an ge  of  
co rres ixmde nc e it  w as  ad vi se d by a le tt e r from  th e S ta te  dat ed  Aug us t 13. 1958, 
th a t “a s yo u a re  no t en ga ge d in bu si ne ss  in  M on ta na  an d you r tr ucks a re  on ly 
pa ss in g th ro ugh th is  Sta te , you will  no t be  re qu ired  to w ith ho ld  M on ta na  Sta te  
incom e ta x  on yo ur  nonre si den t d ri vers  unde r our  pre se n t la w .” Ther e were 
se ve ra l te rm in al fa c il it ie s in  M on ta na  a t th a t tim e. The  le tt e r w as  ac ce pt ed  
fo r w hat it  sa id , an d th ere  hav e be en  no  su bs eq ue nt  re qu es ts  to  with ho ld .

Sho rt ly  th ere aft er,  U ta h w ro te  to  th e co mpa ny  an d as ke d fo r w ith ho ld ing.  
On ad vice  th a t M on ta na  wou ld  not  re quir e w ith ho ld ing,  U ta h ag re ed  not to  re ­
qui re  it  sin ce  it  w as  on ly  pro te cti ng  it se lf  be ca us e M on ta na  had  be en  re quir in g 
it  th er et of or e.  By re gul at io n.  U ta h now do es  no t re qu ir e  w ith ho ld in g fro m 
com mo n ca rr ie rs  from  th e wag es  of  no nr es id en t em ploy ee s en ga ge d in th e per­
fo rm an ce  of  in te rs ta te  comm erc e. T h is  w as  th e st a tu to ry  la ng ua ge  qu oted  by a 
mem be r o f t he  co m m itt ee  d uri ng  my te st im on y.

I t  appears  th a t se ve ra l year s ag o Io w a ap pr oa ch ed  M id wes t tr uck in g co m­
pa ni es  fo r w ith ho ld ing,  an d th a t th ey  wer e conv inc ed  by th e loca l truc kin g as so ­
ci at io n  an d th e un io ns  th a t th ey  sh ou ld  no t. B ut Io w a is  now re quir in g w ith ­
ho ldi ng . I ts  s ta tu te  re quir es  w ithh old in g from  no nr es id en ts  an d it s re gul at io ns 
re quir e w ith ho ld in g on a  tim e or m ile ag e bas is  fr om  wag es  of  no nre si de nt 
tr uck dri vers .

In dia na,  which  had  a gr os s inco me ta x  p ri o r to  1963. once  ad m in is tr a ti vely  de ­
cid ed  no t to re quir e w ithho ld in g fr om  wag es  of  no nr es id en t tr uck driver s.  But  
it s new ne t inc om e s ta tu te  re qu ir es su ch  w ithh ol di ng  on  a  mile ag e- pr op or tio n 
ba si s.

M is so ur i’s inc om e ta x  s ta tu te  re quir es  w ith ho ld in g fr om  th e  wag es  of non re si ­
den ts  a nd  M iss ou ri is en fo rc in g it s  s ta tu te . Con so lida te d’s o per at io ns in M isso ur i 
a re  su ch  th a t ex ce pt  fo r ve ry  m in or si tu a ti ons it s d ri vers  in  Miss ou ri a re  Mis­
so uri  re side nt s,  th er ef or e,  Con so lida te d Fre ig ht w ay s,  Inc. , is  no t w ith ho ld in g fo r 
no nr es id en ts  in M isso ur i an d is  not  in an y su bst an ti a l viol at io n.

W isco ns in  is th e S ta te  which  bro ught  th e wh ole  prob lem  to  th e fo re fr on t.  
Fa ce d by  a pr ob lem o f W isco ns in  r esi den ts  w or ki ng  in M in ne so ta , which  re qu ir ed  
w ith ho ld in g fro m th e em pl oy er  in Minne so ta , W isco ns in ’s re ta li a to ry  s ta tu te  
spec ifi ca lly  re qui re d w ith ho ld in g fr om  wag es  of, am on g ot he rs , nonr es id en t 
truck drivers . A ft er  18 m on th s of  vi ol at io n duri ng  which  Con so lid ated  Fre ig ht - 
way s, Inc.,  su ed  in  th e W isco ns in  co urt s fo r an  in ju nc tion , W isco ns in  am en de d 
it s  st a tu te  to  pr ov id e th a t un le ss  an d un ti l th e  em ploy er  ex pe cted  an y dri vers ’ 
wag es  wo uld ex ceed  .$1,500, no  w ith ho ld in g wou ld be  re qu ired . Con so lid ate d 
F re ig htw ay s,  Inc.,  w ill  se tt le  it s la w su it  an d it s p ri o r (com pa ny ) li ab il ity  fo r 
fa il in g  to w ith ho ld  ; an d th e c om pa ny  is  now  w ith ho ld in g from  th e wag es  of five
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nonresid ent drivers for  Wisconsin, the  remaind er being exempt und er the  $1,500 
minimum sta tute.

In the  balance of the States, which have minimums of from $1,500 in Cali forn ia 
down to zero, Consolidated  Fre ightways, Inc., continues to with hold on all  the 
wages of an individual for  the  Sta te of his working domicile, or, if th at  Sta te 
has  no income tax  and his differen t residen t Sta te does, for  the  residence State. 
Thus, the  company is with hold ing for  one Sta te only, on all  the  wages of the 
employee.

It  is respectfully  suggested that  if II.R. 10743 and S. 1719 fail  of passage a 
number of Sta tes  will st ar t enforcing  the ir withholding s ta tu te s;  and  when they 
do the  res t of the  Sta tes  will have  to enforce the irs  in ord er to pro tec t the ir 
revenues.

The Sta tes  which presently require  withholding from the wages of nonresi­
den t tru ckdriver s passing through  their  State s, and their  minimums, are:
Alaska______________________  $000
Califo rnia___________________ 1, 500
Delaware____________________  600
Ind ian a_____________________  100
Iow a________________________1, 000
Kentucky (and ci tie s)________  600
Marylan d____________________  800

Massachusett s________________  $0
Minnesota___________________  (500
Missouri____________________ 1, 200
Montana____________________  500
New York___________________  600
Oregon______________________  600
Wisconsin___________________ 1, 500

The Sta tes  which exempt nonresiden t truc kdrivers ’ wages are Arizona, Colo­
rado, Utah , and  Idaho.

Mr. Williams. How much withhold ing tax did you pay durin g 
tha t time?

Mr. H ickey. In  Wisconsin?
Mr. Williams. Yes.
Mr. H ickey. None. On the other hand, they were attempting  to 

collect it. This was a matt er of disagreement between Wisconsin 
and ourselves and the question of the back tax has not yet been 
resolved.

Mr. Williams. In  Wisconsin—and I am not t ryin g to be argumen­
tative but simply try ing  to  ge t information—you did find an avenue 
of relief without  having to  go to the Federal Government for it?

Mr. H ickey. Yes; however, the suggestion tha t is impl icit in what 
you say is tha t the proper way of relieving this problem would be to 
litiga te in each State tha t brings up  the question of withholding from 
nonresidents and then attempt, if you cannot get relief in the courts, 
to seek legislative re lief there as well which is a very expensive, time- 
consuming, and somewhat doubtful  process.

Mr. W illiams. I believe th at is all I have.
Mr. Springer. Mr. Chairman, may I ask one more question?
You raised the question, Mr. Hickey, a moment ago which I did not 

know. Did you say that the water carrie rs now have th is relief?
Mr. H ickey. That is correct.
Mr. Springer. Can you tell me when such a statute was passed— 

approximately when ?
Mr. H ickey. In 1959.
Mr. S pringer. 1959?
Air. H ickey. That is correct.
Mr. Springer. Out of this committee?
Mr. H ickey. Merchant Marine and Fisheries.
Mr. Springer. It  came out of  Merchant Marine and Fisheries, and 

it not only took the commercial waterways over which we have jur is­
diction but the coastwise and intercoasta l waterways.

Mr. H ickey. That is correct.

39 -668— 64-------3
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Mr.  Springer. Now, I  tak e it  you  believe  you are  en tit led  to the  
same kin d of reli ef. Is  th at  in essence wh at you are  say ing ?

Mr. H ickey. Wel l, we are  say ing  th at  and  even more so because I 
th ink the  problem  is gr ea ter wi th respect to some of  the people 
involved.

Mr. Springer. There  is no doubt bu t th at  oth er ind ustries  will be 
testi fy ing tod ay but what you are ask ing  is the  same tre atm en t as 
wate r.

Mr. H ickey. Tha t is correct.
Mr. W illiams . Wil l the  gen tlem an yie ld at  th at  po int? Acc ord ­

ing  to the  s tatement  o f the  Com miss ioner  of Governmental Relations  
makin g refe renc e to  Pu blic Law  86-263, which you just m ent ioned,  ap ­
proved  on Sep tem ber  14, 1959, the y sta te : “Congress ha s previously 
proh ibi ted  the  wi thh old ing  of St ate and  local taxes fro m the  wages 
of masters, officers, and  othe r seamen  who are  mem bers  of  the crew 
of a vessel engaged in coastw ise, inte rcoastal, int ers tat e, or  noncon­
tiguous trad e. Th at  legisla tion , however, affects  only some of  the  
income tax  Sta tes  and  is of rel ative ly minor reve nue  signi ficance to 
them. The subject bill could  poss ibly  have implicat ion s fo r the taxa ­
tion of  employees of  othe r em ployers  engaged in in terst ate comm erce.”

I thou gh t perha ps  th at  sho uld  go into the record  at th is point fo r 
certa in clar ification. Tha t is the answer  of  the  Com missioner of 
Interg overn me nta l Relations.

Mr. W atson. Mr. Ch air ma n, ca rry ing the  po in t made by my dis ­
tinguish ed colleague, Mr. Sp rin ge r, ju st  a  moment ago, you are  a sking 
fo r th is leg isla tion  because  of  simple jus tice  inasmu ch as the  wa ter  
ca rri ers have such  an exc lusion now.

Mr.  H ickey. I th ink we use, as one of the arg um ents to  sup port 
the  passage of th is bill , the  exis tence  of  sim ila r rel ief  fo r a sim ila r 
need. How ever , I th ink the cause  f or  re lie f, here based purely on the  
merits  of ou r own case, is s tro ng  enough  to sup po rt the  passag e of  th is 
bill.

Air. W atson. I  agree you have a real prob lem. Of 00111*86, there is 
every ind icat ion th at  oth ers  will come in and it  wou ld lie perfectly 
logical  and jus tifiable fo r us to  g ra nt  th em the  same reli ef. In  fac t, 
since t hi s bi ll has come o ver  to  the House , we h ave  an ad dit ion al group 
of  employees who wa nt  t o be incl uded in the  bill.  Are you  aware  of 
that?

Mr. H icke y. I know  of  one  gro up  th at  wan ts to  expand its  coverage.
Mr.  W atson. That  is ri gh t.
Mr. Sibal. W ill  the ge ntleman y ield  ?
Mr.  W atson. Yes; go ahead.
Mr. Sibal. Ju st  fo r my own cla rificat ion , the gent lem an h as ref err ed  

to  “othe rs” a couple of  othe r time s and  I  am no t cle ar on what you 
mean.  I t  seems to me thi s bi ll relate s pr et ty  clear ly to carr ier s. Would 
you  ca re to  cl ar ify  for  th e rest of  us wh at  you m ean by “o the rs coming 
in” ?

Mr. W atson. We ll, as I  unde rst and, th is bill  wou ld include only 
the  opera tin g employees of  rai lro ads, and  the y wish to expan d it to 
include the n on op erati ng  employees. Th e on ly fear  I  have—not neces­
sar ily  a fea r, bu t I  th in k it  is pe rfe ctl y logica l th at  we are ju st  g oing  
to open the  P an do ra ’s box and  we wi ll have to  inc lud e al l o ther groups.

Mr. H ickey. Of course, I  do no t supp or t opening Pa nd or a’s box 
in any sense o f the word and , as the  b ill was or iginall y int roduced, it
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was lim ited to  moto r and air . Th e inc lus ion  of  othe r ca rr ie r- re gu ­
lated  ca rr ie r grou ps  in  her e ha s come ab ou t sinc e the  or igi na l in tro­
duction  of th e bi ll.

Mr . W atson. Yes. T hat  is  a  pe rfe ct ly  log ica l dev elopm ent  and, as 
soon as th e o thers  find out  about th is  bill be ing  considered, i t is p erf ec tly  
logical  th at they  would  come in an d ask  to  be inc lud ed.  In  fac t, in 
response to  my colleague ove r there, I  un de rs tand  fro m counsel th at  
pe rhap s oth ers  w ho asked to be inclu ded wi ll be te st ifyi ng  even toda y 
th at  th is  leg isl ati on  s hou ld be b roa dened to  i nc lud e t hem . That  is the  
major  pro blem I  am t ry in g to p oint  out.

Mr . H ick ey . I  on ly s peak for  Co nsolida ted  Fre ight way s a nd  f or  th e 
Am erican  Tr uc ki ng  Ass ocia tion s an d fo r all  of  th e moto r ca rri ers— 
the in ters ta te  moto r ca rri ers—who have  th is  problem. Now,  if the 
problem exi sts  o f e xp an ding  th e bil l, it  does no t dim inish  t he  exi sting 
problem an d the me rit s of the  case of  the se in te rs ta te  moto r ca rri ers 
who are  faced w ith  the  real  pro blem .

Mr.  W atson. I gra n t you th at , bu t you mus t admi t th at  it does in­
crease the  p rob lem , so fa r as th is com mit tee  is concern ed, in try in g to 
keep  i n pr op er  perspec tive the res ponsibi lit ies  of  the  Fe de ra l Go ver n­
ment no t to  place an y road blocks  ag ains t a St at e in the coll ection of 
taxes which are ju st ly  due. That  was  th e only point  I was try in g to 
make, a nd I  ho pe you ap prec iat e th e p rob lem  tha t we have , as I  ap pre­
cia te th e ve ry real  problem  th at you  have .

Mr.  H ickey. I  ap prec iate  you r pro blem.
Mr. F riedel (now  p re sidi ng ). An y othe r questions, gen tlem en?
(No resp onse .)
Mr. F riedel. I  wa nt  to t ha nk  you, Air. I lic ke y,  fo r coming.
Air. H ick ey . Tha nk  you.
Air. F riedel. Our  ne xt  wi tness will be M r. Pau l L . Co urtne y, execu ­

tiv e vice pres ide nt,  Na tio na l Associa tion  o f Wholesale rs.

STATEMENT OF PAUL L. COURTNEY, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF WHOLESALERS

Air. Courtney. Tha nk  you,  Air. Ch air man .
Aly name is P au l L.  Co urtney. I  am ap pe ar in g he re  to da y as execu ­

tiv e vice p res ide nt o f the N at ion al A sso cia tion o f AVholesa lers, a f ed er a­
tio n of  39 na tio na l wh ole sal e-d ist rib uto r associat ion s wi th  ove r 17,500 
mem ber  firms. Th e m erch an t w holesale di st ribu tio n in du st ry  is a $160 
bil lio n indu str y wi th ove r 2 m illi on  emp loyees in  t he  50 S tat es .

Th e problem s o f in te rs ta te  ta xa tio n,  Air . Cha irm an  an d members of 
the subc omm ittee , have lon g plag ue d ou r in du st ry . Th e pa rt ic ul ar  
asp ect  o f the overa ll pro ble m which  you  ar e co ntem plat ing act ion  on 
in yo ur  co nsider ation o f th e b ill befor e you,  S. 1719, is of  v ita l conc ern 
to  our  i nd us try . A lar ge  segm ent  o f ou r in du st ry  is ac tively  e nga ged  
in  in te rs ta te  commerce. A goodly perce nta ge , prob ab ly  as many as 
20 percent  of a ll ou r employees are tru ck dr iv er s an d helpe rs,  many of 
whom cross St ate lines da ily  an d,  in some ins tan ces , ma ny  tim es each 
day .

Th e bil l, S. 1719, as writ ten,  an d as passe d by the U.S . Sena te 
wou ld—
exempt the  wages and sal aries of cer tain employees of regula ted  in ters ta te  transpo rta tio n ca rriers  from the  with hold ing tax  require ments  of Sta tes  and  local subdivisions, except in the  Sta te or local subdivision  of the  employee’s resi -
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dence. I t wo uld  a lso re lie ve  th es e ca rr ie rs  o f a ny  duty  t o file in fo rm at io n r e tu rn s 
fo r ta x  pu rp os es  on th e wag es  a nd  s a la ry  o f c ert a in  em plo yees,  e xc ep t in  the  S ta te  
or loc al su bd iv is io n of  su ch  em ploy ee ’s re sid en ce . In  so do ing , th e bil l wou ld  
remov e th e su bst an ti a l bur de n to  in te rs ta te  co mm erc e which  th e  im po si tio n of  
w ith ho ld in g ta xes  on th e nonre si den t em ploy ees of  th es e ca rr ie rs  by S ta te s an d 
loca l su bd iv is io ns  h as  c au sed.

The above is a direct quote from the Senate Committee Report, No. 
1076, accompanying the bill S. 1719 to the floor of the Senate for con­
sideration. Our industry is in hearty accord with the objectives of the 
bill, Mr. Chairman. We agree with the conclusions of the Senate com­
mittee and the Senate tha t the  withholding requirements of State and 
local subdivision income tax laws constitute a serious burden on inter­
state business.

We applaud the recognition of the problem by the Congress and urge 
early action. We feel compelled to point out, however, Mr. Chairman, 
tha t the pa th being taken in the bill before you for consideration today 
is very narrow; it is very limited in its effectiveness. The problem is 
much broader than  tha t of regulated  inters tate carriers. In  fact, if 
it is only your intent to prohibi t States and subdivisions from requiring 
employers engaged in inters tate transportation from withholding 
taxes and filing information returns on the wages and salary of em­
ployees who are nonresidents of the State or subdivision, we would 
suggest that you consider amendment of the bill to include all  inter ­
state carriers, nonregulated as well as regulated.

If  the Congress feels it  is wise to pass “stopgap” legisla tion at this 
time to relieve employers of  air, rail, and truck  tra nsporta tion  crews 
from the tremendous burden tha t would arise as a resul t of State and 
subdivision enforcement of thei r withhold ing tax laws, should not 
interstate private t ruck  operators be given the  same protection ? The 
burden on them would be as great,  if not greater.

We wholesale-distributors operate tens of thousands of our delivery 
trucks across State lines. We cross and recross State  and political 
subdivision boundary lines many times a day in thousands of cases. 
The burden on us of keeping track  of minutes o r hours worked in each 
subdivision, or even each State, would be many times the amount of 
tax to be withheld as is so clearly set for th in the Senate report on 
S. 1719. We are already engaged in the task of keeping tra ck of hours 
worked in the State or subdivision of residence of our employees. 
This is a real problem in some border marke t areas such as the New 
York-New Jersey-Connecticut-Pennsylvania area, and the Distr ict 
of Columbia-Delaware-Maryland-Virginia area, to  cite only two read­
ily recognizable market areas. There are dozens of others almost as 
bad, Mr. Chairman.

We realize that  thi s expense and trouble is one of the hazards o f the 
business world and do not seek relief from it. On the other hand, 
with more and more States and political subdivisions seeking more and 
more sources of tax  revenues and looking to out-of-State, nonvoting, 
nonresident vendors of all types as sources of new revenue income 
through the device of sales and use taxes, income taxes, license taxes, 
franchise taxes, and a host of others not yet dreamed of, our book­
keeping burdens with respect to taxes alone are becoming insurmount­
able. All these burdens increase the  cost of doing business and tend 
to cause higher prices as all costs must be borne by the ultimate con­
sumer, in the end.
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We would therefore suggest, Mr. Chairman, tha t if your subcommit­
tee feels it is wise to act to protect interstate air, rail, and truck car­
riers from the burden of withholding income taxes on their employee’s 
wages and salary in Sta tes and subdivisions other than their places of 
residence, we would ask that  you amend S. 1719 to  include employees 
of private carrie rs of property who perform regularly assigned duties 
on a motor vehicle in more than one State  or subdivision thereof.

We would respectfully suggest th at this might be accomplished by 
the following language:

Parag rap h (3) of subsection (a) of section  204 of the  In te rs ta te  Commerce 
Act is amended by str iking  out  “and 224” and  insert ing  in lieu thereof “224; 
and 226A.”

We realize tha t thi s legislation has been proposed by in tersta te car­
riers as a result of actions initiated against  them to enforce them to 
withhold taxes on wages and salary payments to employees engaged 
in interstate activities in States  and subdivisions other than  their  
places of residence. As I stated earlier, Mr. Chairman, we applaud  
this prompt consideration by the Congress of the problem and the 
Senate’s action to relieve the situation.

We submit, however, that this bill would extend the provided relief 
to only a small segment of the business community that is faced with 
the problem. There are  thousands of salesmen, detail men, promotion 
men, service technicians, maintenance engineers, et cetera, in our in­
dustry  alone, that earn thei r wages and salary in more than one Sta te 
and subdivision other than tha t of thei r legal residence.

I mention only some of the types of trave ling employees of whole- 
sale-dist ributor firms. There are millions of employees of manufac­
turing, mining, construction, petroleum, distribution, and service in­
dustries  tha t regu larly earn their wages and salary in the performance 
of th eir assigned tasks in more than one State  or political subdivision 
other than th eir legal place of residence.

I do not wish to seem facetious, gentlemen, but I would ask you 
to consider my own pa rticular case, for example. I am a trade  associa­
tion executive, and as such, my board of trustees and executive com­
mittee insist tha t I attend many committee meetings, conventions, 
regional and local meetings of the 39 affiliated nationa l wholesale- 
distr ibutor trade associations who comprise the National Association 
of Wholesalers. In  the performance of these assigned tasks I spend 
over hal f of my time each year in trave l, most of i t by air.

When I fly to Chicago, for example, I  am working—I am earning 
my salary. I pass over par t of Virginia, West Virgin ia, Pennsy l­
vania, Ohio, Indian a, possibly Michigan for a few seconds, and Illinois. 
Heaven knows what  subdivisions I am over for a few second or minutes 
tha t have income tax laws wi th withhold ing tax provisions applicable 
to nonresident employees earning wages and salary  there. What kind 
of log could I  keep tha t would allocate my time to the hundreds of 
possible States and subdivisions in which my employer might incur 
withholding tax liabil ity as a result of my travels on just one such trip.

In  the course of  1 year, I am usually in, or over 40 or more of the 
50 States, I am sure. For how long and over what States and sub­
divisions would be an impossible task to allocate. Yet, under present 
laws, State and subdivision, my employer is supposed to withhold 
from my salary a proportionate  share of taxes due on my income earned
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in 30 States and 26 subdivisions. It  is 30 States  and 26 subdivisions 
today, or it was when the Senate committee rep ort was written and 
filed on dune 12th. How would I know what it is today actually, 
August 4 ?

I am told that there are 110,000 political subdivisions in the 50 
States. Could each of the millions of employers in the Nation tha t 
have people traveling in more than  one State or subdivision, other 
than their place of residence, keep track of the actions of those 110,000 
political subdivisions? They are required by law to do so, today.

The Congress in its wisdom faced this problem in 1959 and enacted 
the Interstate  Tax Act of 1959 (Public  Law 86-272). When it was 
being debated on the floor of  the Senate it was re ferred to as “stop­
gap” legislation and the Congress wisely provided for a s tudy of the 
overall problem and a full repo rt to be submitted. The original act 
was directed only to income tax problems. However, in 1961, the 
Congress broadened the study to include “all matters pe rtain ing to the 
taxation of interstate commerce by the States * * * or any subdivision 
thereof  * * *” (Publ ic Law 87-17, 75 Stat. 41, 1961).

This study is now going on, being conducted by the Special Sub­
committee on State  Taxation of Inte rsta te Commerce, of the Com­
mittee on the Judiciary of the House of Representatives, under the 
able leadership of the Congressman from Louisiana, Mr. Edwin E. 
Willis, chairman. The first two volumes of repor ts by this special 
subcommittee were released within the past month, dealing specifically 
with the income tax problems. It  is my understanding th at the special 
subcommittee is now studying and will report next on the problems 
arising under Sta te sales, use, and franchise tax laws and their possible 
burden on interstate commerce.

We would respectfully suggest, Mr. Chairman, tha t if your sub­
committee deems it  advisable to protect inters tate carrie rs from the 
withholding provisions of State  and subdivision income tax laws at 
this time, that S. 1719 be amended to include private  interstate t ruck 
carriers , as outlined earlier . We would fur ther  suggest tha t your sub­
committee take cognizance of the broader, remaining problem of many 
of the same employers with respect to some of thei r o ther employees, 
especially we wholesale d istributors, as well as the millions of other 
employers to whom this bill would provide no protection whatsoever, 
and to whom the problem is equally real and burdensome.

W e are fearful tha t restrictive action in one narrow segment of the 
overall problem, without mention of the remaining problem, might 
lead some to the conclusion tha t the Congress believes it should act 
to restrict interstate  withhold ing only in these areas. It  is hoped 
tha t if you report S. 1719, both the committee report and the legislative 
record in discussion on the floor would make it abundant ly clear tha t 
this is “s topgap” legislation to temporarily protect industries already 
subject to l itiga tion from fur ther harassment until such time as the 
Congress may study the to tal problem and arrive  a t an equitable solu­
tion.

Thank you very much, Mr. Chairman.
Mr. Friedel. Thank you, Mr. Courtney.
Air. Jarman ?
Mr. Jarman. No questions.
Air. Friedel. Air. Sprin ger ?
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Mr. Springer. No questions.
Mr. Friedel. Mr Watson ?
Mr. Watson. I appreciate  your statement which touches on the early 

apprehension I  had concerning this particu lar problem.
Let me ask you this. I do not know whether or not you are a lawyer. 

But in your judgment, would not  the passage of this bill, as i t is pres­
ently written , give rise to a suit by a member of your association, a 
private interstate  truck carrier, or perhaps  any nonresident taxpayer  
who has his income withheld, agains t a part icular Sta te for nonprotec­
tion of the laws as provided in the bill ?

Mr. Courtney. I am not a lawyer, Air. Watson, and I  do not know 
that the passage of this bill protec ting a segment, a specified segment 
of the indus try, from the necessity of withholding would give o ther 
nonprotected segments the righ t to go into court and sue under  State 
law. Public Law 86-272 was a ttacked on constitutional grounds in 
the courts of the State of Louis iana. The Louisiana Supreme Court 
has upheld the consti tutionality of this law which prohibited  States 
from levying and collecting income taxes on nonresident business cor­
porations who had no nexus with the Sta te ; tha t is, no place of business, 
no office, no sales office or warehouse.

Mr. Watson. Let me ask you this. While  I  am not against making 
preparations to prevent a problem from arising, actually, as you are 
presently situated now, this does not constitute a problem for you and 
your associates.

Air. Courtney. This is merely a threat to our membership.
Air. Watson. Alerely a threat.
Air. Courtney. Yes, sir.
Air. AV atson. And additionally I ask you, sir, -whether you had 

initiated any action to get a bill, comparable to  the  one which we are 
presently considering, introduced into Congress prior  to finding out 
that  this bill had been introduced ?

Air. Courtney. Sir, in answer to tha t question, the National Associa­
tion of AVholesalers was one of the organizations who first broug ht this 
whole question of inters tate taxation to the attention of Congress back 
in 1958. We strongly  supported the passage of 86-272 and the bill 
that  was passed in 1961 to broaden the area of investigation to cover the 
whole area of inters tate taxation because it  is becoming a tremendous 
burden on intersta te commerce, not only with respect to income taxes 
and withholding taxes b ut also with respect to franchise  taxes, license 
taxes, sales and use tax collections, and the voluminous files of exemp­
tion certificates th at we must keep, et cetera, when we are engaging in 
interstate  business transactions.

Air. Watson. One final question. Do you personally feel that it 
would be advisable to proceed with  this  legislation or should we await 
the final determination of the study being made under the chairman­
ship of Air. Willis of Louisiana ?

Air. Courtney. AVell, sir-----
Air. AVatson. So as to have an all-inclusive solution to this problem, 

if one can be found ?
Air. Courtney. I would say in all fairness that the hammer hangs 

heavy over the heads of some of those in the room, I am sure, because 
of the easy access to them and th eir operations by State  tax collectors, 
and they very possibly might be proceeded agains t as some of them
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already have been in the next few months while the overall study is 
taking place. I understand perfectly their  concern for quick action 
by the Congress because I  am sure that many State tax commissioners 
plan to move if nothing is done in this session.

Mr. Watson. But in sense of fairness, it would be better to  deal with 
the overall problem and treat all aspects alike.

Mr. Courtney. Eventua lly; yes, sir.
Mr. Watson. Thank  you very much.
Mr. J arman (now presiding). Any other questions ?
Mr. Springer. No.
Mr. Jarman. Thank  you, Mr. Courtney.

STATEM ENT OF LEO SEYBOLD, VIC E PRESIDEN T, A IR  TRANSPORT 
ASSOCIATION, WASHINGT ON, D.C.

Mr. J arman. Our next witness this morning is Mr. Leo Seybold, 
vice president of the Air Trans port  Association.

Mr. Seybold. Thank vou, Mr. Chairman.
My name is Leo Seybold, vice president of the Air  Transpor t As­

sociation of  America. Our membership consists o f substantia lly all 
of the certificated scheduled U.S.-flag airlines. We appreciate the op­
portunity to appear before this subcommittee in support of S. 1719 and 
H.R. 10743.

S. 1719 is designed to  protect the instrumentalities  by which inter ­
state commerce is conducted from unduly burdensome and duplica­
tive tax compliance procedures. It  would amend the Inte rsta te Com­
merce Act and the Federa l Aviation Act of 1958 in order  to  exempt 
wages and salary of certain employees of regulated  inters tate tran s­
portation  car riers from withhold ing for tax purposes under the laws 
of States  or subdivisions thereo f in instances other  than  those in­
volving the State of tha t employee’s residence. We are in agreement 
with  its purpose.

States and cities which require withholding of wages for income 
tax  purposes frequently fur the r require tha t withholding be made 
from  wages earned in that  S tate  or city even though the wage earner 
may not be a resident thereof. From the point of view of the airlines’ 
accounting and repor ting requirements, an involved and expensive 
situa tion develops if a State attempts to require reporting  or with­
holding of wages earned by crews of airc raf t while engaged in flying 
into or over the State. This  arises out of the  various employees’ flight 
assignments and the many tax jurisdictions in or  over which some of 
thei r income would be determined to have been earned during the 
course of a year.

In the case of air  carirers receiving public service payments, the 
National Government would be paying a portion  of these additional 
costs.

We believe th at such a burdensome development should not be per­
mitted. We, therefore, support S. 1719 with a suggested amendment 
to section 4, t ha t section of the bill dealing with aviation, intended 
to clarify its application an d purpose.

Neither  the bill as i t passed the Senate nor the suggested amend­
ment would in any way affect the  liability of any individual  to pay 
any tax on his income which any State or political subdivision might 
levy.
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The suggested change clarifies the primary inten t of the bill by 

precluding States and their  political subdivisions from requir ing the 
withholding of employees’ wages solely by reason of the fact tha t 
some portion thereof may have been earned in the course of perform ing 
duties on board aircra ft in or over the geographical area of  a State or 
its subdivisions without reference to any other justification, such as 
residence of the employee within the  State  or the location therein of his 
principal place of employment. We suggest, therefore, tha t lines 8 
through 14 of page 5 of S. 1719 be stricken and the following inserted 
in lieu the reo f:
to the laws  of any Sta tes  or subdivis ion thereof  solely hy reason of the  operation  
of such a ircr af t into  any State or subdivis ion thereof, or through or in the a irspace  
overlying any  Sta te or subdivision th er eo f; nor shall such ca rri er  file an y infor­
mat ion re tur n or other rep ort  for  tax  purposes with respec t to such sal ary  or 
wages with such Sta te or subdivision thereo f.

This amendment would not affect any other basis for lawfu l im­
position of withholding or report ing requirements by the States  or 
their  cities.

With  this amendment, proposed subsection (a) of section 1112 of 
the Fede ral Aviation Act of 1958 would read as follows:

Sec. 1112. (a ) No p ar t of the wages or salary  paid  by any ai r ca rri er  to an 
employee who performs his  regular ly assigned duties as such an employee on an 
ai rc ra ft  engaged in ai r tra nspo rta tio n in more tha n one Sta te shall be withheld  
for  tax  purposes pu rsu an t to the  laws of any Sta te or subdivis ion ther eof  solely 
by reason of the  opera tion  of  such ai rc ra ft into any Sta te or subdivision  ther eo f; 
nor  shall such c arrie r file an y information  r etu rn  or oth er report for  ta x purposes 
with respect  to such sal ary  or  wages with  such Sta te or subdivision thereof.

As thus amended, S. 1719 has our full support.
Thank  you, Mr. Chairman. Tha t concludes my statement.
Mr. Williams (now pres idin g). Thank you.
Any questions ?
Mr. Springer. Mr. Seybold, I  think  in connection with your state ­

ment, would you explain that amendment to section 4 again, please?
Mr. Seybold. Yes. As one who spent a number of years of my life 

promoting interstate  and Fede ral-State cooperation as an employee of 
the Council of S tate Governments, I  became quite aware of the prob­
lems of the States in the administration of their tax laws. It is the 
feeling of the ai r carriers tha t, while we have no serious problem at the 
moment—at least tha t I have been informed about, it is par tly be­
cause of the failure to enforce laws which State administrato rs now 
have an obligation to carry  out but which they are not carrying out. 
Tha t is why we have been able to solve this problem satisfactorily.

The purpor t of the amendment is to say tha t residence alone might 
not be the only basis for requiring tax withholding or an informa­
tion return, and we suggest by this language, as the alterna tive of 
either the place of employment or the  residence. In other words, this 
amendment tends to narrow down the jurisdictions  which could require 
withholding or an information retu rn to two princ ipal State juri s­
dictions, e ither the residence or th e place of employment or both.

Mr. Springer. You say, then, the State  could say with which it 
would-----

Mr. Seybold. We would then  leave it to the  States to work out be­
tween themselves and with the employer what return should be filed or 
what wage should be withheld.



38 STATE WITHHOLDING TAXES IN INTERSTATE COMMERCE

Mr. Springer. Will th at bring  it complications ?
Mr. Seybold. We think tha t is the basis on which most of this is 

being worked out at the present time. At  least in complex metro­
politan areas such as the Connecticut-New York-New Jersey area, or 
the St. Louis area or similar metropol itan areas where you have em­
ployees living in one State and going to work in another State, re­
porting to work in another State. We a re simply concerned with  the 
fact tha t the State laws in  many cases at the present time require  this  
information to be returned or wages to be withheld, b ut the adminis ­
trators, because of the practicalities of the problem are no t enforcing 
it with respect to operat ing employees of intersta te carriers.

It  is a thre at tha t is held over our head, and it is an obl igation tha t 
they have which they are not carrying out. They are no t complying 
with thei r own law. Tha t is a pract ical administrative way to meet 
the problem.

Mr. Springer. Tha t is all, Mr. Chairman.
Mr. Seybold. Maybe the S tates have some other way of approaching 

it.
Mr. Williams. Mr. Watson?
Mr. Watson. Mr. Seybold, since under  the provisions of this  bill 

the tax would no longer be withheld on the nonresident employee, 
and information returns would not be filed, would you or would the 
members of your association agree to assume the tax  l iabilities of the 
individual employees if and when the  States were able to establish 
such liability ?

Mr. Seybold. I do not thin k they would ever agree to assume the 
tax liability of the employee. Wh at we are suggesting is no t neces­
sarily only the State  of residence. We have suggested tha t the State 
of the princ ipal point of employment may also have the right and 
perhaps an administrable right to ask us to withhold or file returns. 
In other words, we are not saying only State of residence.

Mr. Watson. Since you would be excluded from the burden of 
withholding the taxes and also the burden of filing the informational 
returns , you do not believe that the members of your association would 
be willing to cooperate with the States  to  the extent of tr ying to help 
them to collect their taxes.

Mr. Seybold. Oh, heavens, I certainly  would not agree to that. 
Our members want to cooperate with the States all the time, anv time.

Mr. Watson. To the extent of lettin g the tax later  be a charge 
against the salary of your individual employees?

Mr. Seybold. Wha t would be the situation in which tha t would 
arise? Do you mean if  an employee flying over a Sta te has been de­
termined by that State administ rator to be liable for a tax for having 
flown over his State, would our  members agree to accept the liability 
for tha t tax ?

Mr. Watson. At least to the extent of deducting it from the wages 
of the part icular employee involved.

Mr. Seybold. Well, at the  present time we are doing that i f the State 
requires it. That is w hat we are—tha t is the  purpor t of the bill, to 
sav that no, we should not have to do that.

Mr. Watson. I understand, but this bill would exclude you from 
tha t requirement. The States  are going to have a difficult time in
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establishing who is responsible for  any income taxes wi thin the State,  
and additionally over the burden of tryi ng to collect the  taxes. The 
only question I would have is whether you would be willing to help 
the States in the collection of those taxes once they have been estab­
lished.

Mr. Seybold. We want to cooperate with the States, but I believe 
they have an obligation and a job here to do to help work out this 
problem.

Mr. Watson. I agree with you. But do you think it is Congress’ 
responsibility to try  to increase the burden of local political subdivi­
sions in collecting taxes?

Mr. Seybold. Well, I do not think Congress should ever make it 
more difficult for States  to collect taxes unless there  is a good reason 
for them to. It  has only—this bill is only suggested because there 
have been problems in the States in requiring the withholding of in­
formation, I mean, the filing of information returns or the with­
holding of w ages, in situations where ul timately  there was no tax or 
there w as no liability o r possibly there should not have been, and as I 
said, w’e have situations where the State law’ today apparently  re­
quires the administ rator  to collect a tax from an employee who has 
earned it in flying over the State somehow or other. We do not know’ 
how much he has earned. li e does not know’ how much he has earned. 
The administrator does not know’ how much he has earned in flying 
over a par ticu lar State.

I am not saying whether they do have tha t right , but that  is the 
contention.

Now’, shouldn’t the States  approach the problem by working out 
some other  basis for determining their  tax  l iabili ty of the  individuals 
w’ho are engaged in intersta te commerce?

Mr. W atson. Whatever basis should be worked out, it seems to me 
it must be tied in somehow with cooperation, if not actual information, 
received from the employer.

Mr. Seybold. Well, as fa r as the a irlines are concerned, they want 
to cooperate and have cooperated and I am sure will continue to co­
operate with State tax administra tors in solving these problems and 
in determining liability o f a given employee.

Mr. W atson. Do you agree  w ith the earlier  witnesses that actually 
this is an anticipated problem rather than  a presently existing prob­
lem ?

Mr. Seybold. It  is my understanding from the carrie rs’ tax people 
tha t they have one w’ay or another been able to work things out rea­
sonably satisfactorily.

On the other hand, they have these laws hanging  over thei r heads. 
Therefore , something should be done to remove wha t is a t present a 
legal obligation which the administra tor or the companies or the 
employee determines is not an enforceable one, I think .

Mr. Watson. Thank you, sir.
Air. W illiams. Air. Springer?
Air. Springer. No more questions.
Air. Williams. Thank you, Air. Seybold.
Air. Seybold. Thank you, Mr. Chairman.
Mr. W illiams. Mr. Larsen?



40 STATE WITH HOLD ING TAXES IN INTERSTATE COMMERCE

Mr. Larsen, the time is 12 o’clock. We anticipate we will be called 
over to the Ilonse session in a few minutes. I see tha t you are lo­
cated here in Washington anyway, aren’t you?

Mr. Larsen. No, I am not in Washington, sir. I am from New 
York.

Mr. Williams. Well, would it seriously inconvenience you to be 
available in the morning rather than  today ?

Mr. Larsen. No, indeed. I can suit your convenience on it, Mr. 
Chairman.

Mr. Williams. All right.  I would hate for you to get into your 
testimony and then have it interrupted. I think that it would be 
perhaps best to wait until tomorrow and let you st art  out anew if that 
is all right with you.

Mr. Larsen. Fine. I can arrange  it.
Mr. Williams. The committee will adjourn until  10 o’clock to­

morrow morning. Mr. Larsen will be the first witness.
(Whereupon, at 12:05 p.m., the subcommittee was recessed, to re­

convene Wednesday, August 5,1964, at 10 a.m.)
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H ouse of R epr ese ntatives ,
Subc ommit tee  on T ransportatio n

and A ero nautics  of the  Com mittee  
on I nter stat e and F oreign Comm erce,

ITas/mu/fon, D.C.
The subcommittee met, pursuant to recess, at 10 a.m., in room 1334, 

Longworth House Office Building, Hon. John Bell Williams (chair­
man of the subcommittee) presiding.

Mr. Williams. The subcommittee will be in order.
Yesterday I told Mr. Larsen tha t we would call him first. It  is the 

usual practice of the committee to call any Members of the Congress 
first. We have two Members of Congress present who would like to 
make statements to the  committee. The f irst is the  Honorable  Robert 
F. Ellsworth.

STATEMENT OF HON. ROBERT F. ELLSWORTH, A REPRESEN TATIVE 
IN  CONGRESS FROM THE STATE OF KANSAS

Mr. E llsworth. Certa inly at the outset I want to say how much I  
appreciate the oppor tunity to appear and, also, I  want to than k you 
for letting me go first. 1 have two other committee meetings tha t I 
am supposed to attend.

If  it pleases the chairman and the subcommittee, I would just like 
to file my statement  and say very briefly three things  about this 
measure, and my interest  in it.

Fi rst  of all, the problems of the  States and the munic ipalities w ith­
holding on employees who are engaged in interstate commerce, such 
as a irline pilots, railroad employees, or truckdrivers , came to my at­
tention  because of the fact  tha t I have a grea t many airline  pilots 
living in my district.

The problem seems to be that  a number of  States and municipalities 
are insisting on withholding on a pro rat a basis the men's and women's 
wages on what I think is a pretty tenuous basis.

Fo r example, in  the case of one city they will withhold the pro  ra ta 
share of the man’s wages if  he just lands the airplane in their city.

The committee has numerous examples of the kind of problems 
which have given rise to this legislation.

The second point th at I want to  make is that,  so fa r as I  can see. all 
employee and employer associations and organizations are in agree­
ment on the necessity for  some kind of legislation in this  field and the 
benefits tha t will come from it, and the inequities tha t will be cor­
rected by the enactment of this kind of legislation.

41
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And the th ird  point that I want to make is t ha t th is legislation, as 
I am sure the subcommittee knows, has no effect whatsoever on the 
States right s or powers to tax. That is a completely separate  ques­
tion.

The think  th at this legislation is aimed at is simply the unfair  and 
inequitable application of the methods of collection.

It  appears that some States and municipalities are taking advantage 
of the withholding device to withhold wages from employees or to put 
taxes on wages of employees when, really, they would not have the 
righ t to levy a tax or, at least, certainly not as much tax  as they with­
hold.

Tha t concludes my brief summary of my statement. If  there are 
any questions, I shall be glad to answer them.

Mr. Williams. Thank you very much. Are there any questions?
Mr. Friedel.
Mr. F riedel. Thank you. No questions.
Mr. Williams. Your prepared statement  will be made a par t of 

the record at this point.
(The statement of Hon. Robert F. Ellsworth follows:)

Statement of Hon. Robert F.  Ellsworth

I am pleased to appear before tlie subcommittee today in strong support of 
my bill, H.R. 10743, and the general purposes of S. 1719, which has already been 
I>assed by the Senate.

First , I want to thank  Senator Monroney for  his action in initi ating  th is vital 
legislation and for his efforts to secure prompt and favorable action by the 
Senate on S. 1719.

This deplorable multiple t axation problem facing employees of regulated inter­
state  tr anspo rtatio n companies was first brought to my atten tion by a number of 
airline pilots who are based in the Greater Kansas City area  and have their  resi­
dences in my district. These gentlemen are paying their  full share of taxes to 
the Federal Government and the State, city, and county governments where 
they have thei r legal residences. However, without corrective legislation, as 
embodied in H.R. 10743 and S. 1719, they face continued harrassmen t by other 
States attemp ting to withhold taxes  on thei r wages because they simply land 
in these Sta tes or, in some cases, lay over for a day or 2.

The problem also confronts employees of regulated motor carriers, water 
carriers, and ra ilroads  operating in more than one State. Again, th is is especially 
pertine nt to the Greater Kansas City area  since it  serves as  a rail and trucking 
center for movement of commodities to the West and for transp ortation of 
agricultural products, primarily wheat, wheat products, and beef to the East.

Since the legislation would not impair  the taxing authority  of State and local 
governments in any way, and would not relieve the workers exempted from 
withholding of their liability to pay any taxes which are properly due to the 
State and local governments, I can see no valid objection to  its enactment.

Amendment to S. 1719 by Hon. Robert F. Ellsworth

Through an oversight, I believe, and not by intent, the Senate bill we are  con­
sidering, S. 1719, would provide only part ial and inadequate coverage to rail ­
road and railway-express workers who perform their assigned duties in more 
than  one State, and H.R. 10743, as originally drafted would have applied only 
to motor and a ircr aft carriers .

The Senae bill would extend withholding tax  exemption on nonresident 
employees to all employees who work on regulated motor carriers, air carriers, 
and water carrier s in more tha n one State but, in the case of railroad, express 
company, or sleeping car company employees, the exemption would be limited to 
those described as an employee who “performs his regularly assigned duty as 
such an employee on a locomotive, car, or other track-borne vehicle.” This
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provision would app ear  to limit the exemption in the ease of rail roads, express, 
and  sleeping ea r companies undu ly a nd by doing so it unfairly, in my view, omits 
thou sands of oth er rai lroad workers, including maintenance  of waymen,  signal­
men, shop craf t workers, and  others, who also are requ ired to cross Sta te lines 
in the perform ance  of th eir  duties  in rai lroad employment.

Therefore, I urge  th at  the  committee adopt the  following amendment to 
S. 1719:

On page 2, line 7, str ike  out “reg ula rly”.
On page 2, line  8, str ike  out “on a locomotive, car, or other track -borne 

vehicle.”
Mr. Williams. We have our colleague, Air. Quillen, from Tennessee. 

We shall be glad to hear from you now.

STATEMENT OF HON. JAMES H. QUILLEN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TENNESSEE

Air. Quillen. Mr. Chairman and members of the subcommittee, 
I am delighted to have this oppor tunity to be here this morning. I 
have long recognized this problem of nonresident income taxation.  
Living  on the border  of two States, I fully recognize the problems 
involved in transporta tion, particularly, with the trucking indust ry, 
the railroads,  the airlines, and the water  carr iers when the employees 
travel though one or more States and a nonresident income tax is 
levied on their earnings while they are traveling through these various  
States. It  presents quite an ineq uity; a discriminatory matter.

For  many years, as a member o f th e Tennessee Legislature, I have 
been cognizant of these problems. In  1959 I traveled to Richmond, 
Va., when the legislature there was in session and appeared  before 
the sessions and the Governor of the State of Virginia,  at that time 
asking for rel ief for  Tennesseeans.

Aft er tha t I  went to the Council of State Governments, to the Na­
tional Legislative Conference, and introduced a resolution call ing for 
a national study of the problem involved. The resolution was adopted. 
I was named chairman of the committee and made a nat ional study of  
the overall picture of nonresident income taxation.

The bill I introduced yesterday covers that. And, at th is point , Air. 
Chairman,  I would like to have made a pa rt of the record this bill 
I have presented. I should like to have tha t made a pa rt of the  record, 
without  objection.

Mr. Williams. It  will be made a par t of the record at this point.
(The bill follows:)

[H.R. 12219, 88th Cong., 2d sess.]
A BILL To amend the In te rs ta te  Commerce Act and the  Federal  Aviation Act of 1958 in order to exempt cert ain wages and salary of employees from withholding for  tax  purposes unde r the  laws of Sta tes  or subdivisions thereof oth er tha n the Sta te or subdivision of the employee’s residence.

Be it enacted  by the Sena te a nd House  o f R epre sentatives of the United Sta tes  
of America in Congress assembled,  Th at pa rt  I of the  In te rs ta te  Commerce Act 
is amended by r edesignating section 26 as section  27 and by in ser ting before such 
section a new section as  fol low s:

“ex em ption of certa in wag es and  salary of em ploy ees from  w ithh ol ding  
BY OTH ER TH AN RESIDENCE  STATE

“ Sec. 26. (a ) No pa rt  of the wages or sal ary  paid  by any rail road, express 
company, or sleeping  ca r company, subject to the provisions  of thi s part, to an 
employee who performs his  reg ula rly  assigned dut ies as  such an employee on
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a locomotive, car, or other track-bo rne vehicle in more tha n one State , shall be withheld for tax  purposes pu rsu ant to the laws of any State  or subdivision thereof other tha n the Sta te or subdivision of such employee’s residence , as shown on the  employment records of any such ca rr ie r;  nor shall  any such carrier tile any  in form ation  ret urn or other report  for tax  purposes with  respect to such wages or salary  with any Sta te or subdivis ion the rof  othe r than such Sta te or  subdivision of residence.
“ (b) For the purposes of thi s section, the  term ‘State’ also means the  D istr ict of Columbia.”
Sec. 2. (a ) Section 202(b) of the In ters ta te  Commerce Act is amended by inse rting af te r “Nothing in this par t” a comma and the follo wing : “except as provided in section 226A,”.
(b) Par t II  of the In ters ta te  Commerce Act is amended by inserting af ter section 226 a new section as follow s:

“exem pti on  of certain wages and  salary of em plo yee s from  withh ol di ng  by 
OTH ER  T H A N  RE SI DEN CE ST AT E

“S ec. 226A. (a) No pa rt of the wages  or salary  paid by any motor  carrier subject to the provisions o f this  p ar t to any employee who performs his regu larly  assigned duties as such an employee on a motor vehicle in more t han one State , shall be withheld for tax  purposes  pursu an t to the  laws  of any Sta te or sub­division thereof othe r tha n the State  or  subdivision  o f such employee’s residence, as shown on the employment records of such ca rr ie r; nor shal l such carri er  tile any info rmation  r etu rn or other rep ort fo tax  puposes with resi>ect to such wages or salary  with any Sta te or subdivision  thereof oth er tha n such Sta te or sub­division of residence.
“ (b) For  the purposes of this section,  the  term ‘State ’ also means any posses­sion of the United Sta tes or the  Commonwealth of Pue rto  Rico.”
Sec. 3. (a ) Pa rt  II I of the In te rs ta te  Commerce Act is amended by redesig ­nat ing section 323 as section  324 and  by inse rting before such section a new sec­tion as fol low s:

“ EX EM PT IO N  OF CER TA IN  W AGES  AN D SA LA RY  OF EM PL OYEE S FR OM  W IT H H O LD IN G  BY 
OTH ER  T H A N  RES ID EN CE  ST AT E

“ Sec . 323. No p ar t of the  wages  or salary  paid  by any wa ter  carrier subject to the provisions of th is pa rt  to  an  employee who performs his regu larly  assigned duties as such an employee on a  vessel  in more than one State, shall  be withheld for tax  purposes pu rsu an t to the laws  of any Sta te or subdivision ther eof  other tha n the  Sta te or subdiv ision  of such employee’s residence , as  shown on the em­ployment records of such ca rr ie r;  nor shal l such ca rr ier tile any information ret urn or other rep ort  fo r tax  purposes with  respect to  such wages o r salary with  any Sta te or subd ivision thereo f oth er than  such Sta te or subdivision of residence.”
(b) The table of contents  contained in section 301 of the  In ters ta te  Com­merce Act is amended by str iking out 

“ S ec . 3 2 3 . S e p a r a b i l i ty  o f  p r o v is io n s .” 

and  ins ert ing  in lieu  th er eo f:
“ S ec . 3 2 3 . E x e m p t io n  o f  c e r t a in  w a g e s  a n d  s a la r y  o f  e m p lo y e e s  f r o m  w it h h o ld in g  by  o th e r  

th a n  r e s id e n c e  S ta t e .
“ S ec . 3 2 4 . S e p a r a b i l i ty  o f  p r o v is io n s .”

Sec. 4. (a)  Titl e X I of the Fed era l Aviation Act of 195S i s amended by inse rt­ing a fter  section 1111 the  fo llowing new section :
“ EX EM PTIO N  OF  CE RTA IN  WAG ES  AN D SA LA RY  OF EM PL OYEES  FR OM  W IT H H O LD IN G  BY 

OTH ER  T H A N  RES ID EN CE  ST AT E

“S ec. 1112. (a) No pa rt  of the wages or salary  paid  by any ca rri er  to an employee who performs his reg ula rly  assigned dut ies as such an employee on an ai rc ra ft  in more than  one Sta te shall be withheld for tax  purposes pursuant to the laws  of any Sta te or subdivision thereof othe r tha n the  Sta te or subdivision of such employee’s residence , as shown on the employment records of such carr ie r; nor shall  such c ar rie r file any info rmation retu rn o r o ther  report for tax  purposes with respe ct to such wages  or sal ary  with any  Sta te or subdivision  ther eof  other than such Sta te or subdivis ion of residence.
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“ (b) Fo r th e purpo ses  of th is  sect ion , th e ter m ‘Stat e’ al so  m ean s th e D is tr ic t 

of Colum bia an d a ny  of  th e possess ions of th e U nited  S ta tes.”
(b) T hat  i>ortion of th e table of co nten ts con tained in th e fir st sec tion of the  

Fe de ra l Av iat ion  Act of 1958 which  ap pe ars un de r the he ad ing  “T IT LE X I— 
MISCELLANEOU S” is amend ed by adding  a t the  end thereo f th e fol low ing :
“Sec. 1112. Exemption of cert ain wages and sala ry of employees from withholding by oth er 

tha n residence Sta te.”
Sec. 5. The am endm ents made by th is  Act  shall  become effective on the firs t 

day of th e fir st  ca lend ar  ye ar  beg inn ing  af te r the da te  of en ac tm en t of th is  
Act.

Mr. Quillen. This is one facet of the overall problem in America 
today, and I sincerely believe th at the passage of the bill which I  in­
troduced will s tar t a movement which will cover this situation. And 
I concur in the statements made by my colleague, Robert F. Ellsworth .

The bill I have introduced is simila r to the Senate hill, but in listen­
ing to the remarks of Mr. Ellsworth I urge tha t an amendment be 
added in accordance with his suggestion, which is contained in his re­
marks on page 2, line 7, to strike out “regularly” and on page 2, line 8, 
strike out “on a locomotive, car or other track-borne vehicle.”

This is a serious matter tha t I am glad to see this subcommittee 
undertaking. I believe the passage of this bill would adequately 
stimulate  a better relationship between the States, and certainly with 
the employees involved, because the man who lives in a locality and 
travels  to  perform his duties and his work should only be required to 
pay taxes on his earnings  in the place of his residence.

Thank  you very much for the opportuni ty o f being here this morn­
ing. I urge favorable  consideration of the bills here before the sub­
committee.

Mr. W illiams. Than k you very much. Let me ask you a question 
before you leave. You say tha t you feel tha t he should pay taxes only 
at the place of his residence, that you feel tha t way ? This legislation 
that, is before the committee—I do not know about you r bill—but Sen­
ate 1719 and H.R. 10743 do not relieve a person of the tax l iability  in 
the State, other than the State  of his residence, when he is engaged in 
inters tate commerce. These bills certainly  relieve him from the duty 
of having wages withheld for those taxes. Does your bill relieve him 
of tha t?

Mr. Quillen. My bill is the same as the Senate bill.
Mr. Williams. All r ight . Thank you.
Are there any questions by the members of the committee?
Mr. Friedel. I should like to cite the law tha t I know affects the 

city of Philadelphia.  People come over from Camden, X.J., and 
work in Philadelphia . The city of Philadelph ia puts a tax on their 
earnings. Would this in any way affect that  situation? And as a n­
other example, people living in Baltimore County work in Baltimore  
City. They have all of the benefits of the city of Baltimore, but pay 
nothing there whatsoever in the way of taxes.

We are trying to get authority  from the S tate legislature to impose 
tha t tax  on wages.

Mr. Quillen. I think  that is a real good point, I think  tha t this 
study and this legislation involve tha t question, and I think,  Mr. 
Chairman, tha t this subcommittee could well consider an amendment 
to my bill and the o ther b ills where it would actual ly make the point 
of residence where the taxes would be imposed on the earnings. If

39-668—64
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a man travels through one State, then the nonresident provision would 
apply—tha t particular State  could not collect the taxes, whereas my 
bill does not include that.

1 would recommend to this committee th at the point of residence be 
the only place where income taxes could be charged to these carriers, 
whether it  is the t rucking industry, the rails, the airlines , or the water 
carriers. And I think  in doing that , if an amendment is adopted, it 
would lie one way of probably getting the foot in the door to correct 
the inequity tha t the Member here mentioned in his area. And, cer­
tainly, that exists in my area, too.

Mr. F riedel. I have a le tter from the Comptroller of  the Treasury’s 
office, signed by Mr. Benjamin F. Marsh, Chief of the Income Tax 
Division, which handles the m atter  of income tax and, na tural ly, he is 
opposed to the provisions in  S. 1719. He says:

We feel that  this  is a ma tte r to be hand led by the  Sta tes  and th at  there is no 
actu al need for  Federal in terventio n.

Wh at can be done by th e States in  this regard  can be c lear ly demonst rated  by 
the present reciprocal provis ions of the laws  of the  Dist ric t of Columbia, West 
Virgin ia, Virginia, a nd M aryland.

In  o ther words, if  they pay thei r tax in the Dis trict  of Columbia, 
they do not pay it in the other  two States. If  they pay it in Virginia 
they would not pay it in Maryland.  They pay only in  one State. It  
is a reciprocal arrangement.

On the  other  hand, we have people who live in Delaware who work 
in othe r Sta tes and  we do not have a reciprocal agreement with Dela­
ware and they claim tha t they would not be able to  collect these taxes 
unless they received the information and the withholding tax would 
not be collected. Definitely, I am in sympathy with the employees, the 
pilots, and the  rail road  men who have taxes withheld  in three or four 
different cities and States, and something ought to be done about it.

I would like to have this lette r inserted in full in the record.
Mr. Williams. Yes. It  will be made a pa rt of the record at this 

point.
(The letter dated August 3,1964, follows:)

State of Maryland, 
Comptroller of th e Treasury,

Annapolis, ild ., August 3, 1961/.
Re S. 1719.
Hon. Samuel N. F riedel,
House of Representatives, Washington, D.C.

Dear Congressman Frie del: There is pending before a Subcommittee on 
Tra nsp ortatio n and  Aeronautics, of which you are a member, S. 1719 which has 
to do with  Sta te tax ation of employees engaged in regu lated inter sta te 
transportatio n.

S. 1719 passed the  Senate, apparen tly,  with no he arin g inso far  as the opponents 
of the measure were  concerned.

As chief  of the  income tax  division, Office of the  C omptroller of the Treasury, 
Sta te of  Maryland, I wish to voice our  opposition to t his  bill.

The bill does not accord  exemption to those  employees of cer tain regulate d 
inter sta te transp ortation  companies, but it  would prohib it the withholding of 
Sta te income taxes from their  wages, and would, thus , leave those State s, in­
cluding Maryland, with  no provis ions for  the  collection of the  tax, and  to a 
gre at extent would make next to impossible the  enforcement of Sta te income 
taxes as now imposed on nonresidents who a re  engaged in inter sta te tra nspo rta ­
tion pursui ts.
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We feel th at  this is a matt er  to be handled  by the Sta tes  and  th at  the re is no 
actua l need for  Federa l interven tion.

What can be done by the Sta tes  in this  regard  can be c learly dem onstrated by 
the present reciprocal provisions of the  laws  of the  Distr ict  of Columbia, West 
Virginia, Virginia, and  Mary land.

Residents of Mary land, for  example, who a re engaged in inter sta te tra ns po rta ­
tion, are  exem pt for  income taxes on wages earn ed in the  Distr ict  of Columbia. 
West Virgin ia, and  Virginia. While  in Delaware a Maryland residen t employed 
in th at  Sta te has no Dela ware income tax  withholding on wages of less tha n 
$160 pe r week.

These reciprocal provisions have not  been designed for  relief of interst ate 
tra nsp ort ation  w orkers alone, b ut they apply to al l nonresidents.

While  S. 1719 would have  no appreciable effect on our revenue, it  is, as we 
have alre ady  indic ated, a matt er  which should  remain within the jur isdiction 
of the  States,  and  should  S. 1719 be enacted we fear  th at  it  may open the  door 
to more and  more Fed era l legislation which in time will cripple the  Sta tes  and 
act adversely  on the ir sources of  revenue.

We the refo re most respectfu lly requ est th at  you oppose the  bill and  th at  you 
do whatever you can to brin g about it s defeat.

Very tru ly yours,
Benjamin F. Marsii,

Chief, Income Tax Division.
Mr. Quillen. To digress a moment, without considering any con­

tent of either of  these bills, when I  was chairman of the  national com­
mittee making the study on nonresident income taxation I  found out 
tha t many, many of the States have problems involved.

Well, for instance, take Tennessee versus V irginia—Tennessee has 
no income tax and I represent a border ci ty with the State line being 
the center of one of the streets. People living in Tennessee and work­
ing in Virginia must pay an income tax on their wages earned in tha t 
State, but the residents of Virginia working in Tennessee contribute 
nothing to the State  of Tennessee.

So in many cases the re are inequities t ha t should be corrected.
I feel th at this bill, if the committee in its deliberat ions considers an 

amendment making the State  of residence the  only State tha t could 
impose taxes of any kind on the wages of that  individual , th at it  would 
be one way of beginning to solve the problem.

On the other hand, if this bill passes as it is, it is a beginning  to  
solve the tremendous problem tha t faces all of the people who work 
across the  border lines.

I want to commend the committee aga in for its taking this  study 
under advisement because I think  only good can come from it.

Thank you very much.
Mr. Williams. Are there any furt her  questions ?
Mr. Devine?
Mr. Devine. I have no questions.
Mr. Williams. Thank you very much.
Mr. Irv ine H. Sprague, deputy d irector o f the  State Department  of 

Finance of  the State of California was to appear here today, but  c ir­
cumstances have made it impossible for  him to do so, and I request 
permission to inser t his  s tatement of  pos ition on th is legislation into 
the record. And without objection it  will be received into the record 
at this point.

(The  statement referred to follows:)
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Statement of Irvine H. Sprague, Deputy Director, California State 
Department of F inance

POSITION  OF CAL IFORNIA ON II .R . 10 74 3

H.R. 10743 provides th at  no pa rt of the wages paid  to employees of cer tain  
inters tat e carri ers who perforin services in more tha n one Sta te sha ll be with­
held for tax  purposes by any Sta te or subdivision thereof other than  the  State 
or subdivis ion of the  employee’s residence. H.Ii. 10743 fu rth er  provides tha t 
none of these  carri ers can be requ ired to tile informa tion  ret urn s or tax  repo rts 
except by the  Sta te or subdivis ion of the employee’s residence. Each  of these 
two provisions would present problems under Cal ifornia’s temporary disability 
law and  income tax  law.

SUM MARY OF STATE LAW  AND PROBLEMS

A. Temporary disability law
California  law requires employers to withhold  1 percent of each worker’s a n­

nua l wages up to $5,100 to suppor t a prog ram of unemployment compensation 
disab ility benefits. They pro tect  the worker who is injure d or suffers  an illness 
that  is nonwork connected. They fill the gap between unemployment compensa­
tion and workm en’s compensation. Unemployment compensation protects  the 
unemployed worker able to work but who loses his job because  his employer  no 
longer h as work fo r him. Workmen’s compensation  protect s the disabled worker 
who is hu rt on the job. Unemployment compensation  disabi lity  benefits protect 
the disabled unemployed worker who becomes ill or is injure d off the job. Based 
upon an ann ual  maximum premium of $51, the worker may obtain a maximum 
weekly benefi t of $77 for 26 weeks of such benefits, totalin g $2,002. In addit ion, 
he may receive $12 a day fo r 20 days if hospitalized.

Many workers have the ir principa l place  of employment in  Cal ifornia although 
they reside in borde ring communities such as Oregon, Nevada , Arizona , and 
Baja Cal iforn ia.

H.R. 10743 raises  grave  doubts  as to Cal iforn ia’s rig ht to require a 1-percent 
contribution of nonreside nt workers who are  otherwise  subject to Cal ifornia’s 
unemployment compensat ion disa bili ty law. The bill imperils the benefit rights  
of these workers.
II. Income tax  law

California has  not enac ted a general withholding  tax  law’. Therefore , our 
main tool in income tax  enforcement is info rmation retu rns . Info rma tion  re­
turn s, however, are  not required to be filed unless an employer  pays salaries and 
wages to a single employee in excess of $1,500 or over $3,000 in the case of a 
marrie d couple. This amount will soon be increased  to $2,000 and $4,000 as the 
res ult  of a 1964 amendment.

Since nomina l payments  a re not subje ct to w ithho lding  or reporting , Cali forn ia 
law create s no undue burden on carri ers or their  nonresident operating  em­
ployees. Bu t if Cali fornia is denied  info rmation re turns its tax enforcement 
prog ram as to nonresiden ts is impa ired and the  Sta te will be deprived of income 
tax  revenue now obtained from nonresid ent employees of intersta te  carr iers .

DETAILED DISCUSSION OF CAL IFORNIA POSIT ION

A. Temporary  disabil ity law
The  S tate of California finances its unemployment compensation disability law 

by a 1-percent t ax on employees. The tax  applies to the  wages  paid  a worker in 
employment subjec t to the Cali forn ia law, up to  $5,100 annually. The employer 
is required to withhold the  employee’s tax from  wages paid. He transm its  the 
tax money qua rterly  w ith his tax  ret urn s specify ing the  employee’s name, social 
security account number, and amount o f wages. Cal ifornia records this  info rma­
tion and  uses it  to pay c laims for  d isab ility  benefit s a nd unemployment in surance 
benefits.

Many nonresident employees of the  var ious ca rriers  covered by H.R. 10743 
(except those  covered by Fed era l unemployment compensation laws) wdio per­
form  services  in several States are subject to Cal ifo rnia’s State  unemployment 
compensation disab ility law. This coverage applies where some work is per ­
form ed in Califo rnia and  their  out-o f-State service is inciden tal to prim ary
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em ploy men t in  C al ifor nia , or  th e ir  ba se  of  ope ra tions is  in  C al ifor nia , or th e ir  
se rv ices  a re  d ir ec te d o r c on trol le d fr om  C al ifor ni a.

H.R. 10743 appare n tl y  wou ld pro hib it  C al if or ni a fr om  re quir in g  th e  ca rr ie r 
em ploy ers to  w ith hol d un em pl oy men t co m pe ns at io n d is ab il ity  ta xes from  th es e 
co ve red no nr es id en t em ployees. I t  wou ld  al so  pro hib it  C al if orn ia  from  re q u ir ­
ing  th a t su ch  ca rr ie r em pl oy er s til e q u art e rl y  in fo rm at io n re tu rn s w ith th e S ta te  
of  C al if orn ia  w ith re sp ec t to  th e wag es  pai d th es e nonr es id en t em plo yees.  Ap ­
par en tl y  it  is  no t th e  in te n t of  H.R.  10743 to  de pr iv e th e  S ta te  of  it s ri g h t to  
ta x.  U nd er  C al if orn ia  law , if  th e em pl oy er  does no t w ith ho ld  th e S ta te  un em ­
pl oy men t co m pe ns at io n d is ab il it y  ta x  from  em plo yees,  th e  em ploy er  becom es 
liab le  fo r th e  ta x . Thu s,  th e ef fect  of  H.R. 10743 may  be  to  sh if t th e ta x  li ab il ­
ity  from  th e em ployee  to  th e  em ploy er . If . ho wev er , C al ifor ni a ca nnot pro pe rly 
re qu ir e in fo rm at io n re tu rn s  from  th e  em ploy er , th en  it  wo uld  appear th a t ta x  
mon eys will  be rece ived  from  th e em pl oy er  w it hou t id en ti fy in g th e em plo yee 
an d hi s wag es . Empl oy ee s wou ld  th en  ha ve  th e on er ou s bur de n of  prov in g 
th a t th ey  ha d rece iv ed  su ch  wag es  as a p a r t of  th e  co nd it io ns  fo r es ta bli sh in g 
a va lid claim fo r d is ab il it y  be ne fit s or fo r un em pl oy men t in su ra nce  benefits.

H. R. 10743 is  appare n tl y  dir ec te d so lel y a t pr ob lems in co nn ec tio n w ith th e 
w ith ho ld in g of  inco me ta xes.  W e a re  no t aw are  of an y ob ject ion by  ca rr ie r 
em ploy ers to  w ith hol di ng em ploy ee  ta xes or fil ing q u art e rl y  re tu rn s under  Cal i­
fo rn ia ’s un em pl oy men t co mpe ns at io n d is ab il it y  la w  as to  no nre si den t em plo yees  
wh o a re  cove red . In  o rd er to  av oid im pa ct  on o th er S ta te  ta xe s,  C al ifor ni a 
su gg es ts  th a t cl ari fy in g  la ngu ag e be  in se rt ed  to  ap ply to  ea ch  F ed er al  a c t which  
wo uld  be am en de d by H.R.  10743. The  pr op os ed  la ng uag e is as  fo llow s:

Sec. 6. The  am en dm en ts  m ad e by th is  Act sh al l no t be  ap pl ic ab le  to  an y te m ­
pora ry  d is ab il ity  law or  un em pl oy m en t co mpe ns at io n law of  an y S ta te  whic h 
re qui re s th e w ithho ld in g of  ta xes or contr ib utions from  th e wag es  pai d to  em ­
plo yees  s ub je ct  to  suc h law .

Thi s la ng ua ge  wou ld pre ven t an y im pa ct  under H.R. 10743  u po n th e te m pora ry  
di sa bi li ty  law of  C al iforn ia , New  Yo rk,  New  Je rs ey , and Rho de  Is la nd. I t 
wo uld  ai so  av oi d an y im pa ct  up on  th e  w ithho ld in g fr om  em ploy ees of  ta xes fo r 
un em pl oy men t in su ra nce  pu rp os es  unde r th e  S ta te  la w s of  Alaba ma,  A lask a,  an d 
New Je rs ey .
B. In co me ta x  law

As w as  no ted by  le tt e rs  from  th e D ep art m ent of  Co mmerce  an d F ed er al  Avia­
tion  Agenc y di re ct ed  to  th e  chair m an of  th e  Sen at e Com m itt ee  on Comm erce, 
which  ac co mpa ny  th e  Sen at e bi ll,  co m m itt ee s of  th e Con gres s a re  now  stud yi ng 
al l m att ers  re la ti ng  to  ta xa ti on  by th e  S ta te s of in te rs ta te  comm erc e. The  le t­
te rs  su gg es ted  an d C al iforn ia  ag re es  th a t th e  pr ob lems which  th e bi ll se ek s to 
re so lve sh ou ld  be  co ns id er ed  on ly  a ft e r al l fa c ts  ha ve  be en  de ve lop ed  by th e 
ex is ting  c om m itt ee s or th ro ugh  some  o th er stud y.

I f  th e scope of th e  pr ob lems to  which  th e bi ll re la te s a re  not under ac tive  
co ns id er at io n by ex is ting  co ng re ss io na l co mmitt ee s,  it  is  su gg es ted th a t th is  
co m m itt ee  m ig ht  re quest  th e  A dv isor y Co mmiss ion on  In te rg over nm en ta l Re­
la tions to  find  th e fa c ts  an d co ns id er  th e fe asi b il it y  of a lt e rn a ti ve  so lu tion s to 
w hat ev er  prob lem  is fo un d to  ex is t.  I f  so re fe rr ed  th e Co mm iss ioi  sh ou ld  be 
re qu es te d to  d et er m in e am on g o th er f a c t s :

I.  The  to ta l nu m be r of em ploy ee s an d em ploy ers inv olv ed .
2. The  to ta l am ou nt  of  re ve nu e now  ob ta in ed  by  S ta te s fr om  nonr es id en t 

em ploy ee s of  ca rr ie rs .
3. The  am ou nt  of re ve nu e whi ch  S ta te s w ill  lose  if  de pr iv ed  of in fo rm at io n 

re tu rn s an d th e ir  addi tion al  en fo rc em en t co st s in  th e  ab se nc e of su ch  re tu rn s.
4. Em pl oy er s’ co st  of  co mp lia nc e.
5. T he  ex te n t to  which  em ploy ee s’ ad dr es se s,  as  sh ow n by th e ir  em ploy men t 

reco rd s, re flec t th e ir  c u rr en t S ta te  o f r es id en ce  or domi cil e.
6. The  nu m be r of em ploy ee s whi ch  wou ld be  af fe cted  if,  fo r ex am ple,  th e  

fi rs t $1,000 , $2,000, o r $3,000 ea rn ed  by  af fected  em ploy ee s is  ex em pt ed  from  
w ithho ld in g or re port in g  r eq ui re m en ts .

7. W het her or  not th e  pr ov is io ns  of  th e  bi ll  sh ou ld  be  ex te nd ed  to  an y ot her  
em ploy ee s or  em ploy ers.

8. W heth er or  not  some a lt e rn a ti ve  m ig ht  be deve lope d whi ch  wou ld en ab le  
S ta te s to  o bta in  info rm at io n e ss en tial  to  p ro per  ta x  en fo rc em en t.

Only whe n su ch  in fo rm at io n has  be en  deve lope d ca n th e  need  fo r th e  b ill  an d 
it s ef fect  on  S ta te  rev en ue  be pro pe rly ev al uate d.
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C ali fo rn ia  ag re es  w ith  th e  ob je ct iv e of  th e bi ll,  w hich  is  to  re liev e in te rs ta te  
c a rr ie rs  an d th e ir  no nr es id en t op er at in g pe rson ne l from  an y un du ly  bu rd en so me 
an d dup li ca ti ng ta x co m pl ia nc e pr oc ed ur es . On th e o th er  han d C al if or ni a,  an d 
o th er  S ta te s,  sh ou ld  no t be  de pr iv ed  of  ta xes  or es se nt ia l ta x  en fo rc em en t in ­
fo rm at io n wh en  no bu rd en so me an d du pl ic at in g ta x  co m pl ia nc e pr oc ed ur es  are  
pr es en t. F o r ex am ple, if  a  ta x p ay e r liv es  in  a S ta te  wh ich  h as  no t im po sed an  
inc om e ta x, bu t de rive s 95  pe rc en t of  his inc om e fro m a ne ig hb or in g inc om e ta x  
S ta te  n eit h er th e em plo yee no r his  em ploy er is  un du ly  bu rd en ed  by co mp lying  
w ith  th e la w s of  th e S ta te  w he re  su bst an ti al ly  al l of  th e  inc om e is ea rn ed .

The  C al if or ni a la w  is  se le ct iv e in it s ap pl ic at io n an d is  de sign ed , in so fa r as  
po ssi ble , to  av oid  an y un du e bu rd en . On ly non re si den ts  a re  su bje ct  to w it h ­
ho ldi ng , an d th en  in th e ca se  of  a m ar ri ed  pe rson  on ly a s  to  wag es  or  sa la ry  in  
ex ce ss  of  $3 ,00 0. Thi s am ou nt  w ill  soo n be  in cr ea se d to  $4 ,000  as  a re su lt  of  a 
19 04  am en dm en t to  th e law . As a re su lt  of  th is  high  st a rt in g  i>oint, em plo yees of 
in te rs ta te  mot or  c a rr ie rs  ha ve  n o t be en  su bj ec t to  w ith hold in g an d th e  to ta l 
am oun t w ith he ld  an nu al ly  from  ra il  and  a ir  c a rr ie rs  i s ab out $8 ,00 0. Thi s,  ho w ­
ev er , do es  no t ta ke  in to  ac co un t ta xes  as se ss ed  or co lle cte d th ro ug h th e us e of  
in fo rm at io n re tu rn s.  Th us , it  is  ev id en t th a t C al if or ni a la w  h as  af fecte d on ly  a 
fe w of  in te rs ta te  c a rr ie rs ’ em plo yees,  an d th en  on ly w her e th e ir  ea rn in gs are  
su bst an ti al .

In  th e  ab se nc e of  a ge ne ra l w ith ho ld in g ta x  law , th e m ai n en fo rc em en t too l in 
inc om e ta x  adm in is tr at io n  is  in fo rm at io n  re tu rn s.  Eve n w it h  in fo rm at io n re ­
tu rn s on e of th e ta x  ad m in is tr a to r’s m os t dif fic ul t ta sk s is to  as se ss  an d co lle ct 
ta x  du e fro m no nr es id en ts . Su ch  ta x p ay ers  sel do m ha ve  pe rm an en t tie s or 
ass et s w ithin  th e S ta te  w he re  th ey  ha ve  ea rn ed  th e ir  inc om e;  th er ef or e,  th ey  
m ay  no t be co mp ell ed  to  dis ch ar ge  vo lu nta ri ly  th e ir  ta x  ob lig at io n.

If , as  th e bil l pr ov ides , em pl oy er s a re  no t re qu ired  to  re p o rt  in fo rm at io n co n­
ce rn in g inc om e of  th e ir  non re si de nt  em plo ye es  wh o e n te r S ta te s in  th e no rm al  
di sc ha rg e of  th eir  du ti es  an d th er eb y in cu r a ta x  liab il ity,  pr oper  ta x  ad m in is ­
tr a ti o n  is se riou sly im pa ired . W ithou t th is  v it al  in fo rm at io n nonr es id en ts  wi ll 
e it h er av oid  th eir  ju s t ta x  li ab il it y  or  th e ta x  ad m in is tr a to r w ill  be fo rc ed  to 
ad opt  mor e comp lex  an d un do ub te dl y mor e co stl y en fo rc em en t te ch nq ue s. F or 
th is  re as on  C al ifor ni a be lie ve s th a t it  sh ou ld  no t be de ni ed  in fo rm at io n re tu rn s.

If  th e  bil l is  no t to  be su bj ec te d to  a co m pr eh en sive  st udy a t th is  tim e, it  is 
su gg es te d th a t be fo re  fu rt h e r ac tio n is  ta ke n th e be st  so lu tio n to  th e prob lem is 
fo r Co ng res s to  pe rm it  th e  S ta te s an  op po rt un ity to  adopt  a de  m in im is  policy.

U nd er  such  pol icy  th e S ta te s wo uld  ex em pt  from  w ith ho ld in g or in fo rm at io n 
re tu rn  re qu irem en ts  an  am oun t to  be se t high  en ou gh  so as  to  av oid  an y un du e 
h ard sh ip  on carr ie rs  an d th e ir  em plo yee s, w ithou t el im in at in g w ith ho ld in g an d 
in fo rm at io n re tu rn  re qui re m en ts  w he re  th er e is no ha rd sh ip . Th e am ou nt  cou ld 
be  d et er m in ed  th ro ug h hea ri ngs co nd uc te d by th is  c om m itt ee , or  if  pre fe rr ed , th e 
Adv iso ry  Co mm iss ion  on In te rg ov er nm en ta l R el at io ns  co uld  be  re qu es te d to 
de ve lop th e ne ce ss ar y fa ct s.

On ce th e  fa ct s ha ve  be en  devel oped  th e S ta te s m ig ht  th en  be  per m it te d a 
re as on ab le  tim e to  v olu nta ri ly  ad opt  su ch  i>oliey, an d if  they  fa ile d to  do so 
F ed era l le gi slat io n wo uld  th en  be in  or de r.

I f  th e bil l is ap pr ov ed  a t th is  tim e w ith out  fu rt h e r st ud y,  C al if or ni a su gg es ts 
th a t it  be mod ifie d a s  f o ll o w s:

( a )  T h at th e  pr ov isi on  ex em pt in g c a rr ie rs  fro m fili ng  in fo rm at io n re tu rn s 
or  o th er re jx ir ts  fo r S ta te  ta x  pu rp os es  be  d ele te d ; an d

(b )  T h at it s pr ov is io ns  be  re st ri ct ed  to  in st an ce s w he re  th e bu rd en  of  com ­
pl ia nc e upon c a rr ie rs  an d th e ir  em ploy ee s is cl ea rly d is pro port io nat e to  th e ta x  
li ab il it y  inv olv ed.

T he  pr op os ed  a m en dm en ts  a re  a s fo ll o w s:
( a )  On pa ge  4, lin e 18, of  S. 1719,  a s  am en de d in Sen at e Ju ne 12, 19 64 , a ft e r 

“c a rr ie r” st ri k e  ou t ” ; no r” an d lin es  19  a nd  20.
On pa ge  5, st ri k e  o ut  lin es  1 an d 2.
On pa ge  6. lin e 1, a f te r  “c a rr ie r” st ri k e  ou t ” ; n or sh al l su ch  c a rr ie r” an d 

lin es  2 to  5 . inclu siv e.
On pa ge  6, line  22, a f te r  “c a rr ie r” st ri k e  out  ” ; nor  sh al l su ch  c a rr ie r file an y 

in-” an d lin es  23,  24 , an d  25.
On pa ge  7, line  16, a f te r  “c a rr ie r” st ri k e  ou t ” ; no r sh al l su ch ” an d lin es  17 to  

20,  inc lus ive .
tb ) On pa ge  4 . line  10.  pa ge  5.  lin e 14, pa ge  6 , line  15,  an d pa ge  7, lin e 10 a ft e r
“No p a rt  o f’’, i n s e r t: th e  fi rs t $  of
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Mr. W illiams. Our next witness is Mr. A. E. Larsen., director, Ac­
counting Division, and assistant contro ller of Railway Express  
Agency, Inc.

We shall be glad to hear from you now.

STATEMENT OF A. E. LARSEN, DIRECTOR OF ACCOUNTING DIVISION
AND ASSISTANT CONTROLLER OF REA (RAILWA Y EXPRESS
AGENCY, INC .), ACCOMPANIED BY JOEL H. GROSS, ATTORNEY,
REA

Mr. Larsen. My name is A. E. Larsen. I am director of the Ac­
counting Division and assistant controller of R EA  (Railway Express 
Agency, Inc .).

Let me first express R EA ’s apprec iation  for permitting me to ap­
pear before your subcommittee to present its views on S. 1719 and
H. R. 10743.

REA operates in all 50 Sta tes of the Un ited States  and in the Com­
monwealth of Pue rto Rico.

The following table indicates the various State and local income tax 
withhold ing requirements to which R EA  is p resently  subject:
I.  T o ta l nu m be r of  S ta te s w hi ch  re quir e w ithhold in g of  inco me ta x  a t

so u rc e :
(a ) R es id en ts  onl y___________________________________________________  2
(6 ) N on re side nt s on ly _______________________________________________  1
(c ) R es id en ts  and  nonre si den ts ______________________________________  28

T ota l___________________________________________________________  31
2. T ota l nu m be r of  S ta te s w hi ch  re quir e fil ing of  i n fo rm ati on  re tu rn s in  l ie u 

of  w ithhold in g:
(a )  R es id en ts  onl y----------------------------------------------------------------------------- ------
(?>) N on re side nt s on ly _______________________________________________ ____
(c ) R es id en ts  and nonre si den ts ______________________________________  6

T o ta l___________________________________________________________ G
3. T ota l nu m be r of  m unic ip al it ie s which  re qu ir e  w ithhold in g of  inco me ta x  

a t  so u rc e :
(« ) R es id en ts  onl y__________________________________________________  12
(fo) N on re side nt s on ly _______________________________________________ ____
(c ) R es id en ts  an d nonre si den ts _____________________________________  67

T ota l__________________________________________________________  79

REA has approximate ly 1,300 train  service employees who ride rai l­
road trains as messengers, guarding express traffic in railroad cars, 
arra ngin g lading to  expedite off-loading en route and at destination, 
and actually handling the loading and unload ing of express traffic at 
the various station stops.

Approx imately  three-qua rters of this total number o f employees is 
assigned to runs which operate in  two or more States. This  includes 
about 400 employees on runs which are in 3 States, 100 employees on 
runs which are in 4 States, and 50 employees on runs  which are in more 
than  4 States.

The task of calculat ing State withholding tax for  more than  one 
State, in situations such as this, imposes a  tremendous  burden. The 
major problem is th at of apport ioning the employee’s time to each of 
the several States. Is it  to  be on the basis, for instance, of mileage
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covered in each  of  the several State s?  Thi s might  be the  easiest 
appro ach b ut  it  is not  necessar ily the  most ac curate .

Since the  pa y of  these tr ai n  service employees is ul tim ately  based 
upon the  numb er of  hours worked  mul tip lie d by the established ra te  
of pay fo r the  posit ion , the  more  accurat e way  to  cal cul ate  th e with­
holding  tax fo r more than  one St ate is to pr or at e to each  St at e the  
ear nin gs  of  these  employees on t he  basis of  t ime worked in e ach of  t he  
severa l Sta tes . Th is req uir es an  accurat e rec ordin g of  tim e ac tua lly  
worked  in each Stat e.

These employees fre quently  ear n ove rtim e. Is  th ei r overtime pay 
to be ap portioned  to  the St at e in which  the overtime is pu t in, based 
on the  hours in excess o f the establ ished norm fo r a day or  fo r a run, 
or  shou ld the ad di tio na l tim e be ap po rti on ed  to the seve ral St ates  in 
whi ch the  employee w orks ? In  e ith er  case,  th e m agni tud e of  th e tas k 
of c om puting the  ta x t o be w ith he ld  f or  the se vera l S ta tes where wo rk­
ing  con dit ion s va ry fo r each  emp loye e fro m day  to day  cre ate s an 
onerous and  cos tly burd en fo r R EA .

Th e bulk of  R EA  in ter cit y line ha ul  tra ns po rtat io n services is pe r­
formed by ra il,  air , and mo tor  ca rri er s un de r various  contr ac tual 
arr angeme nts . REA em ployees are  n ot  in volved  i n th is phase  o f our 
service.  In  many cases, however , R EA  pe rfo rm s in te rc ity  lin e haul  
service in it s own tru ck s opera ted  by R EA  perso nnel;  175 of  such 
rou tes  operated  by REA  are  in te rs ta te  in chara cte r. Th e wi thh old ing  
problems re la ted to tr ai n  service e mplo yees  a re prev alen t in th is  over- 
the-r oad tr uc k se rvice  as wel l.

One  othe r ty pe  of  R EA  serv ice req uir es  consider atio n in th is  ov eral l 
prob lem. Thi s is the  re gu la r pickup  and  del ive ry service pe rfo rm ed  
by RE A.  No rm ally th is is res tri cted  to one com munity  or  to several 
com muniti es loca ted rel ati ve ly close to  one ano the r. Nevertheless, 
REA  has abo ut 75 offices located in 32 dif fer ent State s ser vin g 352 
com muniti es, in whi ch in ters ta te  opera tions  are  invo lved . For th is 
type  of  service, the  problem of  ap po rti on ing ea rni ngs to the var iou s 
St ates  on the  basis  o f tim e wor ked  in each is sim ila r to  the  difficulties 
enc ounte red  wi th tr ai n  service employees and those in over- the -road 
tru ck  serv ice o peratio ns.  Ag ain , th e p rob lem  is m agnified by the  need 
to main ta in  separat e ind ivi du al da ily  records fo r each  employee to 
accurately  ap po rti on  the time to  the resp ect ive  Sta tes .

REA , as do mos t m odern  t ra ns po rtat io n companies, uti lizes mecha­
nized acc ounting  to  the maxim um  exten t possib le. Mo dern busin ess 
mac hines are  best  ad ap ted fo r tu rn in g out gr ea t volumes of work in 
rel ative ly sho rt periods of tim e where specific fac tors are rep eti tive. 
As an ill us tra tio n,  ca lcu lat ing pa yrol ls fo r employees who are  on a 
normal 40-hou r week, and  who work at  a fixed wage ra te  is a re la ­
tively  easy  pro posit ion . When the hours  worked va ry, the problem  
becomes more  difficult because of  t he  need to de termi ne  the dev iation 
fro m the nor ma l workweek . Simila rly , if  employees are pa id  on a 
basis of  an hourly wage  rat e, the ad dit ion  of  o ver tim e hours at  v ar y­
ing  rat es  of pay  fu rther  compl icates the  process. Th e difficu lty lies in 
pr ep ar ing the basic  data  which mu st be fed  into th e mechaniz ed equip ­
ment to make necessary calcul ations auto ma tically.

Machine s can be program ed to compute earni ngs, deductions , pre ­
pa re  checks, and t o p erf orm rel ate d opera tions  a t g reat  speeds. In  a d­
dit ion , modern e quipment  w ith  so-called  mem ory cap aci ties  are  capable
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of sto rin g specif ic wage rates  so calc ula tions  may  be made when  dev ia­
tions  fro m th e norm are  fu rn ishe d to machine opera tors.

I t  is imperat ive , however , t ha t the un de rly ing source da ta  be av ai l­
able. I f  in the  in te rs ta te  opera tio ns  of  t ra in  s ervice employees, over-  
the-road  tru ck  operato rs,  or  ou r pic kup and del ive ry dri ve rs,  th e re ­
spectiv e St ate po rti on s are fixed  on  the bas is of mile age  o r some fixed 
fac tor , the pro blems  of  all oc at ing ea rn ings  and comp uti ng  wi thho ld­
ing tax fo r each of  the several  St ates  involve d is simplif ied to some 
extent .

When the  earning s an d subsequen t wi thh old ing s a re based on actual  
hours wor ked  in each State , the pro blem is fa r more complex. W ha t 
happens is th at  e ach  emp loye e’s pa yrol l mu st be c omputed sep ara tely 
fo r each  day, since an employee whose services are  p erf orme d in two  
or more States  w ould no t be dividing  hi s time  between each of  th e sev­
era l States  in exact ly the same way  each day  o f each week th roug ho ut  
the ye ar.  I f  pa yrol l an d wi thho ld ing c om putat ion s must  be perfor me d 
each  day anew  f or  each em ployee in th is  type  o f service, the a dvan tag e 
of  us ing  mecha nized equ ipm ent fo r pa yrol l and rel ate d wor k is 
defeated.

Th e leg islative  re lie f which S. 1719 wou ld affo rd would go a long  
way  t ow ard res olv ing  th e problems t hat I  have ju st  discussed. Ho w­
ever , the same cannot be sa id fo r H.R . 10743, which is ac tua lly  the  
or igi na l version of  S. 1719 as  fi rst  i ntr oduced  by  S en ato r M onro ney  in 
the Senate.

As I  poin ted  out  to th e Senate Com merce Commit tee d ur ing i ts h ea r­
ing s on S. 1719, R EA ’s st atus  as  a  common ca rr ie r is unique  i n th at  i t 
is subjec t to  p art  I  o f the In te rs ta te  Comm erce  Act  as an e xpress  com­
pa ny  and  to  p art  I I  o f th e I nt er st at e Commerce A ct  as a mo tor  car rie r.

Since, wi th  respe ct to  the In te rs ta te  Commerce Act, H. R.  10743 p ro ­
poses  to  am end  only p a rt  I I  o f t hat  a ct, REA  w ould be fa ced  w ith  th e 
ad di tio na l bu rden  of  de term in ing whi ch of  its  employees are  en ­
gaged in pa rt  I  o perat ion s, and therefore not e nt itl ed  to  th e with ho ld­
ing exe mption , an d whi ch of its  employees are eng aged in pa rt  I I  
opera tions  and consequen tly en tit led  to the  bene fit of  t lie exemption . 
Sinc e any  single  REA  employe e may be engag ed in bo th typ es of 
opera tio n du ring  any one pa y per iod , it  is  easy to see how II. R. 10743 
wou ld inadve rte nt ly com pou nd R E A ’s acc ounting problems.

S. 1719, in the ver sion in which  i t passed th e Senate and is now be­
fore th is subc omm ittee , avoid s th is  pi tf al l to  some ext ent . By  in ­
clud ing an amend ment to  par t I  of  the In te rs ta te  Com merce Ac t, it  
br ings  all REA  employees who  pe rfo rm  regu la rly  ass igned du tie s 
on trai ns , as well as in  m oto r v ehic les in over- the -ro ad service , in more 
th an  one St ate wi th in  th e am bi t of  the wi thho lding exempt ion.

However , th is  leaves R EA  employees engaged in  pickup and  deliver y 
serv ice which, in some cases, inv olves crossing S ta te  lines , subject to  the  
same burden som e circ umstance s th at the am end ment is int ended to 
cure , an d leaves R EA  w ith  the  same difficulty of  d ete rm in ing to  w ha t 
ex ten t they  are  eng age d in p a rt  I I  opera tions , and therefor e en tit led  
to  the  w ith ho ld ing exe mption , an d to  w ha t ex ten t the y are e nga ged  in 
par t I  opera tions,  and th erefor e sub jec t t o mul tip le  wi thh old ing .

Th ere  is no logical  reason  wh y th er e should  no t be un ifo rm  tr eat­
ment of  all REA  employees who may be sub jec t to  the se onerous  
mul tip le- wi thho ldi ng  req uir ement s.
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It  is with this thought in mind that we urge this subcommittee to 
adopt S. 1719 as passed by the Senate with the following modifica­
tion:

Page 2, line 8, delete “on a locomotive, car, or other track-bome 
vehicle.”

Subsequent to submission of my original  sta tement in th is hearing, 
it was called to my attention that the deletion of the words “on a 
locomotive, car, or  other track-borne vehicle” from the Senate-passed 
version of S. 1719 might  have the effect of broadening the coverage 
of the withholding exemption more than it was intended.

It  is with tha t view that , in addition to the deletion on line 8 of 
page 2 which I  have suggested, I  also recommend that the following 
words be added on line 9 of page 2, after the word “Sta te” :
but not including an executive, adm inis trat ive , or clerical employee of any such 
carrier who may perform his  duties in more th an  one Sta te.

Mr. AVilliams. Poes that complete your statement ?
Mr. L arsen. Yes.
Mr. Williams. Are there any questions, Mr. Friede l ?
Mr. F riedel. No.
Mr. W illiams. Mr. Devine?
Mr. Devine. No.
Mr. Williams. Mr. Jarm an?
Mr. J arman. I have no questions.
Mr. Williams. Mr. Sibal?
Mr. S ibal. No questions.
Mr. Willlxms. Mr. Watson?
Mr. W atson. Ju st one question. I would appreciate your helping 

me understand the equities involved in th is matter of failing to treat  
resident and nonresident taxpayers alike. I never could understand 
and explain to my people why we would require the residents to have 
taxes withheld from their  salaries, b ut not requir ing tha t of nonresi­
dents. Help me unders tand the equities involved, will you, please?

Mr. Larsen. We have the inte rstate  characteristics of the work per­
formed by the nonresidents. I have the feeling th at we are subjected 
on our side of it to a heavy administ rative cost to attempt to divide 
the man's wages between States A, B, and C—to attempt to compute 
some part of the tax for each o f the several States. I am not sure 
tha t we should necessarily be subject to this  additional administ rative 
work in order to have the man’s wages and subsequently tax with­
holding divided between the  several States.

With  the resident, on the other hand, if we restric t the withholding 
to the  resident in his own State, tax is withheld from his sa lary only 
in the State of his residence and he works out his tax liability with 
the several States involved, i f he has this complication.

Mr. W atson. I notice from your figures that presently this, really, 
is not a burden on you, b ut you anticipate, as have the others who 
have testified, that the S tates will in increasing numbers require with­
holding the tax. Do you anticipate tha t it really could become quite 
an onerous burden?

Mr. Larsen. It  could become an onerous burden if several of the 
States  were to adopt this and we have to file detailed records which 
it would seem to me to be necessary in order  to come up with the cor­
rect allocation of salary. It  is not a problem at the present time but,
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if you look ahead and if the State s are going to insist tha t there be 
an accurate distribution of the man’s wages, there would be a with­
holding based upon some accura te calculation of salaries and it could 
become a problem.

Mr. F riedel. The purpose is to have the withholding at the place 
of residence. In  other words, you will have the  withholding tax but 
you will not have a multiple withholding tax.

Mr. Larsen. Th at is correct.
Mr. F riedel. You will have the withholding.
Mr. L arsen. Yes, indeed; there would be a withholding tax based 

upon the requirements of the State o f the man’s residence.
Mr. Watson. Th at is purely on the basis of his residence. You 

would not have any withhold ing on nonresidents if the bill were 
passed ?

Mr. Larsen. That is correct.
Mr. Watson. Do you agree with the earlie r witnesses that there is 

no question about or any allegation tha t a State has attempted to 
collect or  levy any t ax which was not due, but the problem is simply 
a bookkeeping burden which you anticipate on your individual 
business ?

Mr. Larsen. Yes; I would say th at essentially. Certainly i t is dif ­
ficult to predict whether  the  amount withheld  from a man’s wages in 
interstate  activity  will actually equal the amount of the tax tha t would 
be due if the salary were allocated to the several States. To t ha t ex­
tent there could possibly be overwithholding and underwithholding, 
perhaps. Fundamentally, I would say that the attempt with with­
holding is to obtain from the wage the  amount of the tax that would 
normally be due for the services performed in the State .

Mr. Watson. One final question: Should th is bill become law, when 
a State or political subdivision should determine tha t the tax is due 
from one of your nonresident  employees, would you, as a company, 
still assist the State in the collection of that, tax t ha t may be due?

Mr. Larsen. I think tha t we would assist in the collection of that tax  
to the extent of cooperating  with  the State. That is our policy at all 
times, to do so in the fu rnish ing of such data as the S tate may require 
to determine the length of the run in the part icul ar State. I do not 
know what basis of  allocation of sala ry they would make, but we cer­
tainly  would cooperate with the  State authori ties in making avai lable 
what records we might have which would assist them in the collection 
of the tax. I do not  know about how far  we would have to go with  
withholding wages or whether there would be a suit brought or levied 
against the employee for nonpayment of taxes. I thin k tha t this 
would get into the area of the  legal side of it.

Fundamenta lly, we would cooperate with the State. As I  say, our 
policy is to do it in all matte rs anyway. We would continue tha t 
policy.

Mr. Watson. Than k you. Tha t is all.
Mr. W illiams. We want to thank you very much.
Mr. Larsen. Thank you.
Mr. Williams. We now have the representatives of the National 

Association of Tax Administ rators.
Mr. Charles F. Conlon, I  believe, is the executive secretary of the 

National Association of Tax Administrators. Would you like to
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make the p res en tat ion  by your  people ? I)o  you want to call one af te r 
the oth er '(

Mr. Conlon . I f  I may , I will say a few words and the n I will call 
on the  ot her gentl eme n fol low ing  me.

Mr. W illiams . Al l rig ht . You  m ay proceed.

STAT EMENT OF CHARLES F. CONLON, EXECUTIVE  SECRETARY, 
NATIONAL ASSOCIATION OF TAX ADM INISTRATORS

Mr. Conlon. Mr. Ch air ma n and members of the  subcommittee , my 
name is Charles F.  Conlon, and I am the  executive sec retary  of the  
Na tional Asso ciat ion of  Ta x Adm inist ra tors  wi th head qu art ers in 
Chic ago,  Ill . Th is is an organiz ati on  ma intain ed by the tax de pa rt ­
men ts o f th e severa l S tat es  to  con duc t re search in m att ers of  substance 
and a dm inist rat ion  relat in g to t he  t ax  laws of the  several  S tates,  to  as­
sist  in the  solu tion  of the  in ters ta te  and interg overn me nta l tax prob ­
lems, to exchang e inf orma tio n am ong the State s on op erat ing tech­
niques a nd  to  promote un ifo rm ity  in the  a pp lication  o f St ate tax  laws 
affecting i nter state commerce.

Two illus tra tio ns  of  th is  la tter  ac tiv ity  would be the asso cia tion ’s 
rece nt recommen dation th at  any possibili ty of double taxa tio n in the 
sale s-and-use-tax  field lie elim ina ted  by the provision of a t ax  credi t in 
the several Sta tes . Thi s pro posal  has been accepted by abou t one- 
ha lf  of the  State s imp osing sales  and use taxes, and  a good many of 
the  State s will  have bill s of th at typ e in the  leg isla tive sessions in 
1965.

An othe r inst ance of th is work of  sim pl ify ing  compliance with tax 
laws where in ter sta te commerce is concerned  involves t he  development 
of a w ith ho ldi ng  fo rm  wh ich cou ld be used fo r b oth  the Federal  wi th­
ho lding  and  the  St at e wi thh old ing  require ments in a sing le mach ine 
appli cat ion .

Th roug h some slip-u p in communica tions there was no test imony 
pre sen ted  on beha lf of  the  St at e tax  departm ents in the  hearings on 
th is bill before  the Sen ate,  bu t Mr.  McGowan, the  counsel fo r the  
Senate Commerce Com mit tee asked th at  the  views of the  State  tax  
depa rtm en ts on th is pro posal be compiled  and  t his  t est imo ny is based 
on his  request and on the  s tatements subm itted by t he  tax departm ents 
of  the  several Sta tes .

Mr.  W illiams. As I un de rst an d you, you say th at  the  State s did  
not  exp ress th ei r views to the Sen ate  Commerce Committee?

Air. Conlon. Yes, sir.  Th roug h some slip -up  in commun icat ions  
the hearings had been completed befo re we knew th at  the hearings 
ha d been scheduled. They were o rig ina lly  set las t year an d were p ost­
poned and we ju st  d id not hav e any  w ord o f t he  reconvening, bu t Air. 
AlcGowan asked th at  the ma ter ial  be compiled and it was.

Air. W illiams. Y ou were no t notifie d of  the he arings?
Air. Conix)n . We  did  no t receive word of  them.
Th e tax commiss ioner s of  23 State s and the  Dis tri ct  of  Columb ia 

hav e expre ssed  thei r opp osi tion to S. 1719 on seve ral grou nd s: (1) 
Tha t it is und esi rab le on pri nc ipl e as an interfere nce  with St ate tax  
pow ers ; (2) th at  i t wou ld be a bad pre ced ent ; (3) th at  i t is unneces­
sary’; and , pro bab ly mos t im po rta nt  of all, because it  would eliminat e
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enforcement procedures tha t are necessary for the fai r and equitable 
adminis tration of  State  income tax laws.

These States ar e:
Alabama, Alaska, Californ ia, Colorado, Delaware, Dist rict of Co­

lumbia, Georgia, Idaho , Iowa, Kansas, Kentucky , Louisiana,  Mary­
land, Massachusetts, Minnesota, Missouri, New Mexico, New York, 
North Carolina, Oklahoma, Oregon, South Carolina, Vermont, 
Virginia.

There are three other States, Mississippi, U tah,  and West Virginia, 
where S. 1719 would not affect the State's  curren t prac tice, in Missis­
sippi, for example, because the State does not have withholding. 
However, the tax  commissioners of these States  have expressed their  
opposition to the bill on the grounds that  t his affects a mat ter tha t 
can be handled by the States.

We are dealing with income taxes here, bu t I  might point out to the 
committee that in addition to  the income tax question, S. 1719 would 
also affect the unemployment compensation disabi lity program which 
is financed by withholding taxes on employees’ incomes and such pro ­
grams are, in effect, I believe, in the S tates of Cal ifornia , New Jersey, 
New York, and Rhode Island.

I think  tha t the statement  tha t Mr. Sprag ue has submitted to the 
committee deals with this point and the effect of the bill beyond the 
income tax field strictly  speaking.

I would also at this time, Mr. Chairman, like to introduce a resolu­
tion tha t was adopted by the Southeastern  Association of Tax Ad­
ministrators at their meeting jus t concluded last week in Biloxi, Miss., 
in which the States in t ha t region also expressed the ir opposition to 
S. 1719, for the general reasons I have already stated.

Mr. W illiams. That will be made a part  of the  record a t this  point.
(The resolution in opposition to S. 1719 follows:)

Resolution, in  Opposition to S. 1719, Unanimously Adopted by tiie South­
eastern Association of Tax Administrators at Its 14th Annual Confer­
ence, B iloxi, Miss ., J uly 29,19G4
Whe reas  S. 1719 would elim inate withhold ing and  inform atio n re turn  req uire­

ments  with respect to income earned  by nonresid ent employees of var ious tran s­
por tat ion  companies, and

Whereas information a t the  source  is  an  indispensable require ment for  the fa ir  
and  equitable  administration of Sta te income taxes on wages and  sa lar ies  earned  
within a Sta te by nonres idents , and

Whereas  such action  would seriously jeopardize the  fai r and  eq uitable enforce­
ment of Sta te income tax  laws, and

Whereas the  enactmen t of S. 1719 would constitute  a  precedent for  exempt ion 
or pre ferr ed treatm ent of o the r groups of nonresident employees, a nd

Whe reas  the limited problem which S. 1719 is intended  to deal  wi th can be 
remedied by reciprocal Sta te action  along  the lines alread y followed by a number 
of income tax  S ta te s: Now, therefo re, be it
Resolved, Th at  the  Sou theaste rn Associa tion of Tax Adminis tra tors opposes 

the  enac tment of S. 1719 because  it  is unnecessary, it would set  an undesira ble 
precedent, and  it  viola tes the principle th at  Congress  should re frain from inter­
fering with  the  opera tion of Sta te tax  laws to remedy difficult ies th at  a re  wi thin  
the  powers of th e S ta te ; and be it  fu rth er
Resolved, T ha t thi s r esolu tion be presented to  the  Subcommittee on T ran sporta­

tion  and  Aeronaut ics of the House Committee on In te rs ta te  and  Fore ign Com­
merce as an expression  of the  tax  commissions o f the several Sta tes  cons titu ting  
the  Sou theaste rn Association of Tax Admin istr ato rs in opposi tion to  the  enact­
ment  of S. 1719; and be it fu rth er
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Resolved, Th at  a copy of thi s resolution  be forwarded for thw ith  to each 
member of the  House Committee on In ters ta te  and Fore ign Commerce before 
which th is proposed leg islation now stands.

Mr. Conlon . One po in t th at  has  been mad e by the  tax commis­
sion ers  in com mentin g on S. 1719 is th at  it rea lly  is no t necessa ry to 
hav e Fe de ra l leg isla tion  to dea l wi th th is prob lem. Sev era l tax  com­
missioner s wi th long e xperience in the  admin ist ra tio n of  wi thho ldi ng  
law s po in t out th at  there  is no need fo r swe eping leg islation  of the  
kind  pro posed in S . 1719. Mr. Pa ul  F.  L inige r, member o f the  Oregon 
Ta x Commiss ion said  t hat  the  O reg on wi thho ldi ng  law—the firs t one 
ena cted by a State —has  been in effect since  1947 and th at  the  com­
mission  h as had no prote sts  w ith  respec t to the opera tio n of  its  wi th ­
ho lding  pro vis ions th at  req uir ed  more th an  merely  an expla nation 
of  the law ’s appli cat ion  and ce rta inly  no th ing th at  would  ind ica te 
th at  the wi thh old ing  req uirement  was such  an one rous one as to re ­
quire  the in troduction  of  S. 1719.

Com missioner of Revenue J am es  E . Lu ckett , o f K en tuc ky , a nd  Col­
lec tor  of Revenue Ashto n Mouton , o f Louis ian a, make the  same point.

Di rector  of Revenue  W ayne E . McCoy, of  K ansas , ind ica tes  his ex­
per ience is sim ila r wi th respec t to in form at ion re tu rn  requirements. 
Ka nsas  being a St ate which does no t have gen era l wi thh old ing .

Th e chara cte ris tic  ap pl icati on  o f the wi thho ldi ng  req uir em ent does 
not au tom atical ly constitu te a ha rd sh ip  s itu ati on  w ar ra nt in g con gres ­
sion al action.  All  ta x ad min ist ra to rs  agree th at  to the ex ten t em­
ployment  in several S ta tes m ight  give rise  to  unnecessary  a nd  m ult iple 
wi thho ldi ng  req uirements, a pp ro pr ia te  ac tion  sh ould be tak en throu gh  
in te rs ta te  cooperatio n by mea ns of rec iprocity  agr eem ents to relieve 
the  employer  of th is burde n. Th is  type  of act ion  has been tak en in 
ma ny in stan ces alr eady —with  eminen tly sa tis fac tor y result s and there  
is no reason t o believe it  will not be equally  sa tis factory in any  such si t­
ua tio ns  ari sin g in  the  fu tur e.

Mr. W illiams. May  I in te rrup t you at th at  po int? Are the re any 
efforts be ing  made to provide  fo r any  kind  of  un ifo rm  rec iproci ty 
agreements  between th e several State s ?

Mr.  Conlon. Th ree general  app roa che s are  now’ used  to deal  wi th 
th is  prob lem. One  invo lves  the rec iprocity  agreem ent . Th ere  are  
some othe r m ethods  by which the  same e ffect is achieved . I will men­
tio n these a l it tle la te r on. Also , I  ha ve a f urther  su gge stio n wi th re ­
spe ct to  un ifo rm  pro vis ion s th at  I  wou ld like  to  make at  the  end  of 
my pre sen tat ion . I t  will inc lude thes e rec iprocity  agree men ts.

For exam ple,  the Nor th  Ca rolin a Dep ar tm en t of  Revenue  has an 
agreeme nt o f th e t ype r efer red to wi th its  neig hb or ing State s of  S outh 
Ca rolin a and Vi rg in ia , prov id ing fo r the wi thho ldi ng  of  income tax  
fro m employees  of  common ca rri ers on the bas is of  residence  unless 
the employee ha s his  pr incipa l job  situs  in a St ate othe r than  his 
St ate of residence.

You will  recall  t hat  t he  basis of  t he  j ob situs  was recognized as ap ­
pr op riate fo r the wi thh old ing . Ac tua lly , th is  was the substan ce of 
the  amend ment th at  M r. Seybold  reco mmended yes terday .

The commiss ioner  of  r evenue of N or th  C aro lin a wil l make a sim ila r 
agreem ent  with any  ot he r S ta te  whe re a m ul tip le  w ith ho ldi ng  problem 
migh t arise . Th is agr eem ent  fu rthe r provide s th at an em plo yer  in 
Nor th  Ca rolin a may  discon tinue wi thho lding if  the No rth  Ca ro lin a
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resident works outside the State and his employer is required to with­
hold for another State.

In  tha t type of situation you s till have only one withholding.
West Virginia similarly has reciprocal agreements with its neighbor­

ing States of Virginia, Kentucky, and Maryland. South Carolina  has 
agreements with North Carolina and Georgia.

The Commonwealth of Kentucky has agreements with West Vir­
ginia and Ind iana and Virginia.  And since Mr. Friede l mentioned 
it this morning, there is the area of Maryland, the  Dis trict  of Colum­
bia, Virg inia, and West V irginia where a similar policy prevai ls with 
respect to the reciprocal agreements affecting withholding, where there 
is employment in the State other than  the State of residence.

Another example is India na, a State which has only recently 
adopted a personal income tax. The commissioner of revenue of In ­
diana has expressed his willingness to make such an agreement with 
any other income ta x State  on a reciprocal basis and has already en­
tered into agreements with Kentucky, Wisconsin, and Georgia, and 
has agreements pending  with the States of West Vi rginia  and North 
Carolina.

Tha t is one way of hand ling this problem. Anothe r way is by 
agreement w’orked out  within the State  between the  t ax department 
and the employers.

In  Oklahoma, the tax commission has handled this  problem with 
the railroads by provid ing tha t the tax on wages paid to road and 
bridge crews be withheld on the basis of source; and tha t on wages 
paid to tra in crews, on irregu lar routes, on a domiciliary basis.

If  the employee’s domicile is outside of the State of Oklahoma, the  
State of Oklahoma does not require the employer to withhold on 
salaries paid  for  those services.

The State of Colorado is ano ther one where the ra ilroad problem is 
handled in that way.

In the State of Utah , the tax commission achieves the  same result 
by a regulation which provides tha t withholding is not required on 
wages paid by licensed common car riers to employees who are bona 
fide residents and domiciled in a State other than Utah and who are 
engaged in services that originate outside and either terminate in or 
pass through Utah .

A four th method mentioned at the  hearing yesterday has been used 
effectively. This  method relieves multiple withholding burdens on 
employers of nonresidents by specifying a minimum amount under 
which the withholding requirement does not apply. This is done by 
regulation in Minnesota, and is provided by a statute,  recently en­
acted, in Wisconsin, the annual  amounts being $700 and $1,500, re­
spectively.

It  should be noted tha t these reciprocal agreements general ly recog­
nize the desirabil ity of maintaining the withholding requirement 
where the princ ipal job situs  is with in the  Sta te and thus they are not 
tantamoun t to general exemptions for nonresident employees as S. 
1719, in practice, actually would provide. From the standpoint of 
orderly  and fai r adm inistration o f the tax laws, these reciprocal agree­
ments are, therefore , much superior to the meat axe approach of S. 
1719, considering the in terests of the  Sta te and its residents as well as 
nonresidents.
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These are examples of steps which State tax officials have taken to 
meet this practical problem when it has been brought to their  atten­
tion; and I think tha t the same kinds of  procedures could be applied 
to any o ther specific problems of this type  which would come up in the 
future. As I  recall the testimony yesterday, there were no specifically 
identified instances of insoluble problems tha t are presently causing a 
difficulty of the kind sought to be eliminated. So I  suggest tha t the  
inference is tha t the approaches that  the States  have taken here in 
either of these ways I  have described have been effective to  meet the 
withholding problem.

There are some adverse effects tha t might be anticipated from the 
operation of S. 1719, and I would like to advert to these very briefly.

In some metropolitan border  situations the practica l consequences 
of S. 1719 would be to provide wholly unwarranted tax exemptions. 
This would be so, for example, in a situation where an employee based 
in a border city in State  A derives 95 percent of his income from 
services performed wholly in neighbor ing State  B on a regular daily 
trip  basis. Under  present law, the employer withholds the tax due 
State B. Under S. 1719 he would not withhold tax and would not 
even file the information return . Neither of these requirements could 
possibly be characterized as burdensome in any practical sense let 
alone being sufficiently serious to war rant action by Congress.

Specific examples of situa tions of this k ind were cited by Mr. R. E. 
Wilson, direc tor of  the  Oklahoma Income Tax Division, wi th respect 
to Oklahoma-Arkansas border areas, in a letter  to a member of this 
committee, Mr. Jarman, with respect to the Oklahoma-Arkansas 
border areas, and by Mr. Wayne E. McCoy, director of the Kansas 
Department of Revenue, with respect to the Kansas City, Mo., and 
Kansas City, Kans., areas. There  are many other instances of tur n­
around situations involving truck  routes where S. 1719 would have a 
similar effect.

The other point, probably, that  is the most im portant of all about 
S. 1719 would be its effect on enforcement procedures.

A number of the tax administra tors, including some who would not 
oppose the elimination of withhold ing, said tha t in any event the 
bill should impose on the employer the responsibility of maintaining 
accurate and current records on the actual residence of the employee.

They point out tha t S. 1719 provides tha t the employee’s state­
ment is governing and that  if he lists as his residence a State which does 
not impose an income tax, there will be no withhold ing and no infor­
mation return filed in any State.  While the bill does not purport to 
affect the employee’s liabi lity for taxes in any State,  the practical  
effect may be that neither the S tate  of his residence nor any other State  
will have information as to  the source of earnings. Therefore, if in 
such a situation the employee does not voluntarily file a return, there  is 
not much the tax official can do to  identify and locate such a taxpayer 
and collect the tax from him.

It  might be noted tha t there  was no suggestion tha t would really 
be effective in overcoming this basic difficulty made in the testimony 
yesterday, although the question was pu t several times.

The general feeling about the impact of the bill is summed up very 
well by Mr. Joseph H. Murphy, pres ident of the New York Tax Com­
mission, who said tha t the proposed elimination of the withholding
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and information requirements would so hamper the adminis tration 
of  State income tax laws as to constitute an unwarranted  impair­
ment of the righ ts of States  to impose taxes within thei r respective 
jurisdictions.

There is another point tha t the tax  administ rators have commented 
on, namely, tha t the enactment of the legislation would be a precedent 
for special tax treatm ent of other groups of nonresident employees.

Prac tically every tax administrator who commented on S. 1719 
made the point tha t the enactment of this legislation would serve as 
a precedent for special tax treatment of other groups of nonresidents 
who are employed in income tax States  and subject to taxation there. 
The amendment of S. 1719, prio r to passage by the Senate, so as to 
take in two additional groups of nonresident employees—those en­
gaged in ra ilroad and water  carriage—is an example of what  might be 
expected. You will find in the Senate record a subsequent request 
tha t all airline  employees be covered by th is bill. You will also find 
a request that  the hili be broadened to include wholesaler employees 
who are engaged in many aspects of inters tate commerce; tha t it in­
clude priva te car riers of one kind or  another who are operating across 
State lines. And there are, also, a number of bills pending in Con­
gress right now that would also provide a type of tax exemption for 
nonresident employees.

Rills presently pending  in Congress tha t would provide tax exemp­
tions for nonresident employees include H.R. 1719, covering any em­
ployee in interstate commerce, H.R. 3823, relating to Federa l em­
ployees and H.R. 11279, relating to services performed on Government 
reservations. In  addition , House Jo int Resolution 130 and House 
Join t Resolution 395 call for a constitutional amendment to  p rohibi t 
the States from taxing income earned within a State by nonresidents.

So much for the precedents. I might add a note on a law tha t was 
commented on yesterday, namely, Public Law 86-263 which applies 
primarily to the personnel of the  merchant marine. This is a rather 
restricted situation t ha t can be dist inguished from the present one by 
the fact that  the services involved are practically all performed out­
side of the te rrito rial limits of the  United States, and the  application  
of the bill mostly affects only those States  in which port  cities are 
located. There is a technical job situs at these por ts even though the 
man may be a nonresident of the port city and a resident of some 
inland city, but the distinguishing point here is tha t this bill is deal­
ing with income that  is earned practical ly outside of the terr itor ial 
limits of the United States.

Now, it is true that  the withholding procedures are very effective 
as to the operation against nonresidents. They have been a big help 
in the collection of State income taxes. There is a representat ive of 
the Massachusetts Tax Departmen t here who will tell you more in 
detail about this. But let me point out the importance of withhold­
ing as to nonresident taxes, which is best i llustrated by the fact tha t 
in the Commonwealth of Massachusetts when withholding was au­
thorized by the legislature a number of years ago, the number of non­
resident income taxpayers practically doubled during the first year the law was effective.

The chairman commented yesterday on the suggestion from the 
Advisory Commission on Intergovernmental Relations with re-
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spect to the possibility of a study to determine the extent to which 
there are actual hardsh ip situations that result from the multiple 
application of the withholding laws and the possibility of e liminating 
these through reciprocal agreements or otherwise. In view of the 
testimony presented here yesterday and the absence of any specific 
identifiable areas of difficulty where this problem is now actually 
encountered, I do not know whether this committee feels there is a 
need for such a study but I would assure the chairman tha t if there is 
any need for it in the opinion of  the chairman and in the opinion of 
the subcommittee and the Congress, you will find th at the State tax 
:ommissioners will cooperate 100 percent in any effort of this kind to 
isolate and to identify any situations where there is actual difficulty 
resulting from multiple withholding situations.

Now, I would like to summarize here briefly by saying that  insofar 
as remedial action is called for, the comments of most of the respond­
ing States might  be put as follows: On the whole, it would lie the 
best policy to permit  the States to work out some cle minimis policy 
or reciprocal policy with respect to withhold ing and information re­
turn requirements in the carr ier field so that undue compliance bur­
dens are done away with as they already have been in many States, 
without at the same time eliminating withhold ing and information 
return  requirements in situations where the only effect of the legisla­
tion would be to make it practically  impossible to collect income taxes 
from some nonresidents.

I might emphasize here tha t there is no question whatsoever in 
any of these situations of the employee having to pay a tax on the 
same income to more than one State , because every one of the States 
imposing income taxes have statu tory authorizations for the allowance 
of credit for taxes paid in another State. So there is no question 
whatsoever here on the possibility tha t the employee would have to 
pay taxes on the same income in more than one State. This reciprocal 
action has been worked out very satisfactorily over the  years, and I 
think  tha t on the basis o f this record tha t the States  can deal with 
any of these multiple withhold ing sections tha t are actually present 
and prevent problems in the same way. And I suggest, Mr. Chai r­
man, tha t we recommend and I  would be willing to take the initiative  
to do so, to recommend tha t the Council of State Governments Com­
mittee on Suggested State Legislation, which presents various legisla­
tion proposals to the State legislatures every year, take notice of this 
problem and the authority to enter into these reciprocal agreements 
of the type  that I have described, such as those among South Carolina, 
North Carolina, Virginia,  and all of the other States I mentioned, 
in order tha t a policy recommendation favor ing them might be for­
warded to the States, so tha t in case this authority  is lacking in any in­
stance the legislature of that S tate  would be ale rted to the problem and 
could proceed to give the administrator the authority to deal with the 
situation.

Thank you. Tha t concludes my testimony.
Mr. W illiams. Thank you, Mr. Conlon. In your introductory re­

marks, which I believe were made aside from the statement, you 
mention the difficulties tha t would be encountered in connection with 
the collection of unemployment taxes.

Mr. Conlon. This unemployment compensation disabi lity program 
is one that  is in effect in a number of States. I do not know how
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many oth ers  have it, bu t it  is in the fo ur  St ates  I mentio ned . I t is 
des igned to fill the ga p between the  sit ua tio n where  the  m an is ou t of  
work  sim ply  because he can not  find a job  (t hat  is covered by the  
st ra ig ht  unemplo ym ent  com pen sat ion  prog ram) and the  sit ua tio n 
where the man is out of  work  because he has  been disabl ed by an acc i­
dent on the job  (t hat is covered in  prac tic al ly  eve ry St at e by wo rk­
men’s comp ensatio n).  Bu t you have th is  s itu ati on  in betw een where 
the man  is u nem ployed  not because he has  no t a job  but  because he has 
been hurt  o r disabled in some way oil' the job  and th is  u nem plo ym ent  
com pen sat ion  d isa bi lit y prog ram has been des igned to fill in th is  g ap . 
I t  is financed  by a ta x on the  wages  ear ned by the employee, up  to, 
I th ink , a maxim um amoun t of sa lar y th at  can  be covered  of  aro und 
$5,000. Th is  is not a gen era l income tax.  Th is is a tax  on his  income 
th at  is ea rm ark ed  fo r the supp or t of  th is une mp loy ment com pensa­
tio n di sabi lit y prog ram. I t  appli es to nonre sid ents who are  em­
ployed  w ith in the St at e in abo ut the same way th at  th e employee who 
is employed  wh olly wi thin the  S ta te  is covered by une mployment com­
pen sat ion  th at  is pa id  to the  St ate of  employment , even tho ugh he 
may  live  in an othe r State . Since S. 1719 wou ld proh ibit the with ­
ho lding  of  the tax on the employee's wages—i t would in ter fere , I 
sug ges t, wi th the  su pp or t of th is pa rt ic ul ar  type  of unemployment 
com pen sat ion  pro gra m.  I t  is a side effect— it is inc identa l and prob ­
ably unintended.

Mr. W illiam s. Maybe  I do not un de rst an d you at  the  mom ent, but  
1 was un de r the  imp ression th at  th at  was the  type  th at  was pa id by 
the  emp loye r.

Air. Conlon . The unemployment , th at  is, the  St ate une mployment 
com pensation prog ram is finan ced by a tax  on the employer , but  th is 
is a sup ple me nta ry type  o f prog ram  t hat  is  int ended to dea l wi th th at  
pa rt icul ar  type  of  sit ua tio n th at  I re fe rre d to ; nam ely , where the  
une mploy ment res ult s fro m the  fac t th at  the man has been disabled,  
no t in his  work, bu t in some kin d of an acc ide nt off the  job. O rd i­
na ril y h e w ould  no t be cove red by une mploy ment com pensation in th is 
sit ua tio n,  I un de rst an d,  so we have t his  supp lem en tar y prog ram th a t is 
financed by a tax  on the  employee.

Air. W illiams. You feel th a t th is wou ld be in ad dit ion  to this .
Air. C onlon . The bi ll say s t hat  no St ate— ra th er , no emplo yer  m ay 

wi thh old  taxes  on wages o r sala rie s pa id  to  a nonres iden t employee. I  
th ink it  would  ap ply in th is  situa tio n, too.

Air. W illiams. Are  there any que stions?
Air. Fr ied el?
Air. F riedel. You hav e a Special  Com mit tee  on Ta xa tio n head ed 

by Air. AVillis?
Air Conlon. Yes, sir.
Air. F riedel. Has  it  covered  th is  subjec t?
Air. Conlon . No, s ir. Th e com mit tee  has lim ite d its  con sidera tion  

to the  m at te r of  co rporati on  tax es  th at  are imposed  by the  State s on 
mul tis ta te  business  act ivi ties. I t  has no t concerned its elf  wi th pe r­
sonal incom e tax  pro blems at  all.

Air. F riedel. I t  has no th ing to do with  in ters ta te  employees like 
the  ra ilr oa ds  and the  air lines,  et  cetera ?

Air. Conlon . No. I  un de rs tand —I  do not know wh eth er th is is 
ce rta in  or  no t—that  the special  subcom mit tee wil l dea l wi th  income
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an d sales taxes and uidess  they decide to  have some addi tio na l he ar ­
ings for  th is type  of  problem , it would not be cons idered  by  th em.

Mr. F riedel. Th an k you.  Tha t is all .
Mr. W illiam s. Mr. Devine ?
Mr. Devin e. No quest ions.
Air. W illiam s. Air. Ja rm an  ?
Air. J arman. Fr om  your exp erienc e in conta ct wi th the dif ferent  

State  tax  agencies do you conc lude  th at there has  been very lit tle  
com pla int  as to the  wi thho ldi ng  requ ire me nt in these dif ferent  
Sta tes?

Air. Conlon . I  incl ude d, Air. Ja rm an , those commen ts made by the  
State tax  commiss ioner s who won dered abou t the necessity  fo r th is 
legisla tion , because in th ei r State s where the y have ha d wi thho ldi ng  
for some time , they  have , ap pa rent ly , had no problem of th is  kin d, 
that  is, t hat  calls  f or  any speci al ac tion on th ei r pa rt .

Air. J arman. Ha ve  you had  conta ct w ith  any St ate officials who have 
ind ica ted  the re  have  been pr ote sts  an d co mp laints  ?

Air. Conlon. The only one th at  I  was aw are  of  was th is sit ua tio n 
involved in the State  of  Wisconsin . Ev en  whi le th at  comp lai nt  was 
in process the  leg islatu re ha d au tho riz ed  a chang e in the law.  Tha t 
change  wou ld have done away with  the problem . That  amend ment 
was vetoed by the  Go vernor , f or  w ha t r eason I  do not  kn ow,  b ut  sub se­
que ntly , the reaf te r, th is min imu m pa ym en t p rov ision  wa s m ade  a pa rt  
of the  law and , as the  w itness yeste rday  exp lained , it  solved the prob ­
lem in th at  Sta te.

Air. J arman. Th an k you .
Air. W illiams. Mr. Sib al?
Air. Sibal. No questions.
Ai r.W illiams. M r.W atso n?
Air. W atson. AVho is pres iden t o f you r N ati on al Assoc iat ion  o f T ax  

Ad minist ra tors  ?
Air. Conlon. A t the prese nt tim e it  is Mr.  La wt on  Ch andler,  tax 

commiss ioner  of th e S ta te  of New H am pshir e.
Air. W atson. You ha ve a lre ad y po int ed  this  ou t, b ut I  would l ike to 

have it  set ou t more  clear ly.
Do you know  of any ins tan ce whe n a req uest was  made fo r one of  

these  r ecipro cal  ag reements  w here th e agreem ent  was  n ot  w orked out?
Air. Conlon . I  do no t know of an y.
Mr. W atson. An d you are no t aware —pur su in g the question Air. 

Ja rm an  asked—of  any St ate wh ere in a comp lai nt  h as been reg istere d 
and th e m at ter was no t resolved  to  th e sati sfa cti on  of the  co mplainan t ?

Air. Conlon. I  am not.  I  might  p oint  o ut, Air. AVatson, in conn ec­
tio n wi th thi s mat te r of  m ul tip le  wi thh old ing , when you  ge t down to 
10, 15, or 20 percen t o f t he  employee’s time,  th e possibil ity  o f a numb er 
of  S tat es  req ui rin g wi thho ld ing on th at  basi s does not exist  as  a  pr ac ­
tica l matt er , because in th is sit ua tio n there  usually  is no tax liabil ity . 
W ith ho ld ing wou ld involve  useless book kee ping an d ref un ding . The 
tax comm issioners are  ju st  as eag er to elimi na te any unnecessary re ­
po rt in g and rec ord keeping  o r o ther  pap erwo rk as is t he employer.

Air. AVatson. Air. Ch airm an , if  I  may at  th is  po in t say  thi s. Air. 
Liv ing sto n, the  ch air ma n of  ou r So uth  C aro lin a Ta x Commission, has 
wr itten  Air. H ar ri s and , also , has writ ten me th at he  would like to 
be here  to tes tify. However , he is ill and he ha s asked me to sta te
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fo r the  record  th at  he con curs fu lly  in the  pos ition th at  was tak en  by 
you in yo ur  test imony to day, M r. C onlon.

Mr. Conlon . Tha nk  you.
Mr. W illiam s. Tha nk  you.  Ar e th ere  any  fur th er  ques tio ns '
I f  not , we th an k you ve ry m uch.
In  what  o rd er  wou ld you l ike y ou r witnesses to ap pe ar  next  ?
Mr. Conlon . We  w ould ask firs t th at  Mr.  Breen  he h ea rd , and the n 

Mr. T ut tle and  the n M r. C arso n.
Mr. W illiam s. We  shall  he gl ad  to he ar  from you now, Mr. Breen.

STATEMENT OF DANIEL B. BREEN. CHIEF, BUREAU OF PLANNING
AND RESEARCH, MASSACHUSETTS DEPARTMENT OF CORPORA­
TIONS AND TAXATION

Mr. Breen. Mr.  Ch air ma n, and mem bers  of the  subcommitt ee, my 
name is Danie l B. Bre en. I am ch ief  of  the  Burea u of Pl an ning  and  
Res earc h o f the  Massach use tts De pa rtm en t of  Corpo rat ions  an d Tax a­
tion .

I  wish to record  the  opposit ion  of  Leo E. Diehl, commiss ione r of  
Co rporati ons and Ta xa tio n of  the Com monwe alth  of  Massachu set ts 
to S. 1719, and to convey his  regr et  fo r be ing  unable to att en d th is 
im po rtan t heari ng .

We  in Ma ssachu set ts are  opposed  to S. 1719 because it wo uld : (1) 
min imize a vali d taxi ng  power of  M assach use tts by elimi na tin g neces­
sa ry  and  successfu l mea ns of  en force me nt;  (2)  reduce rev enu e: (3) 
cause  inequity  in the  taxa tio n of  nonres iden ts;  and  (4) it would not 
solve or  relieve a ny  undue burde n.

These sta tem ents are  su bs tan tia ted  by br ief reference  to the  his tory  
of the  income tax with ho ld ing system which was ado pted in Massa­
chuse tts  du ring  1959.

Th e numb er of  n onres ide nts  filing re tu rn s incre ased  from  17,977 to 
37,136, and  reven ue fro m such  n onres ide nts  in creased about $500,000.

There  was some ini tia l confus ion  in the  appo rti on men t o f wages by 
employers of the  sub ject  nonresident  employees of  int ersta te ca rri er s 
as well as of othe r nonresidents. However , most questions were re ­
solved by telephone, and  th is de pa rtm en t has  been comm ended fo r its 
coo perativ e sp iri t and act ion s in th is are a ove r 5 ye ars  ago. In  ad di ­
tion employers  are  com pen sated fo r thei r services in wi thho lding the 
Ma ssachu set ts income tax .

General ly,  the  portions of  t he  subjec t nonresi dents ' wage s earn ed in 
Ma ssachu set ts are  rea dil y de termined on a mileage bas is fo r ground  
ca rri er s a nd  a time basi s f or  a ir  and sea ca rriers . How eve r, th e Massa­
chusett s wi thho lding law  also  pro vid es fo r difficu lt cases by allo win g 
employers to  esti ma te qua rte rly  a pe rce ntage o f wages  earn ed in M assa­
chu set ts, and th is perce nta ge is appli ed  to  each paym ent. The  amoun t 
of  tax to wi thh old  is de termined by ap plying  the  wi thho ldi ng  tables 
or  the  elec tronic  payro ll me tho d to the  ap po rtion ed  wages , and  th is 
allows f ull  e xem ptio n and ded uct ions.

The emplo yer  issues a wi thho ld ing s tatement  in dupli ca te to the em­
ployee an d sends a copy to  the De pa rtm en t. Th is repo rti ng  req uir e­
ment, which has appli ed  to nonre sid ents since 1955, is vit al to proper 
enf orcement , e spec ially in cases of  und erw ith ho lding . When the  y ear 
is ove r, the  nonres ide nt employee t ax pa ye r files a t ax  return and  ei the r 
pays the  balanc e due o r receives  a re fund .
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It might be pointed out that  we have the draf t of  a regulation which 
would exempt transien t nonresidents from withholding. Those non­
residents who would lie exempted are the ones who reasonably would 
not be expected to earn over $2,000 per year in Massachusetts. Because 
the problem has been worked out and there has been no real demand 
for additional relief in th is area, the possible regulation has not been 
issued.

Enactment of S. 1719 would lead to situations such as the following: 
Two neighbors or brothers living in a bordering State, such as New 
Hampshire , could work for a trucking  company, one as a mechanic 
in Massachusetts and one a driver operat ing mostly in Massachusetts 
but driving a few miles a day, week, month, or year in one or more 
other States. The employer would continue to withhold from the 
wages and repor t the name, address, and wages of the nonresident me­
chanic but not those of the nonresident truckdrive r. I f the lat ter  chose 
not to tile a Massachusetts income tax return , our means of enforce­
ment would be reduced to the time-consuming and expensive method of 
additional auditing of employers’ records for names and addresses, 
with each such nonresident becoming an individual case to lx* con­
tacted by mail and/or  in person.

Therefore, we in Massachusetts are opposed and urge your adverse 
recommendation to S. 1719 because enactment would minimize the 
means of enforcing our income tax law and cause inequity in the non­
resident area, would reduce revenue, and because there is no serious 
burden which requires a remedy.

Mr. Williams. We thank  you, Mr. Breen. Are there any ques- 
I ions, Mr. Friedel ?

Mr. F riedel. No questions.
Mr. Williams. Any questions, Mr. Devine ?
Mr. Devine. No.
Mr. Williams. Any questions, Mr. Jarman  ?
Mr. J  arman. I think th at I would like to comment on the last thing  

that  you said that there is no serious burden which requires a remedy.
We have had test imony before this committee of one company that 

operates in a number of States. The testimony has been that each of 
the drivers operates in several States  and a substantia l number per­
form services in as many as 32 States. The witness for the company 
has stated that the difficulty in complying with an individual State 
withholding law lies in the fact  tha t the company has no record of the 
miles by States by the drivers as would be required to satisfy the 
State requirements. The witness concluded by saying tha t the com­
pany has found from a study by competent certified public account­
ants that  the development of this additional information for a single 
State would cost more than  $45,000 per year. Therein lies a very 
serious complaint in terms of analyzing  what the burden would be 
upon a particula r company.

Do you have any comment to make on that  ?
Mr. Breen. I would say, Congressman Jarm an, tha t we have a man 

who works out such problems with the truck ing employers, and on a 
particular employee, if it appears  tha t he is not going to earn over 
$500 in the State, tha t he is not subject to withholding. This is re­
viewed a t the end of the quar ter and a determinat ion is made for  the 
next quarter. They do have mileage records in these trucking com-
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panies, and this is the main basis on which the employer determines 
that for the employee, and we accept the word of the employer. This 
is a matter of cooperation which is between the employer and the de­
partment, and it works out very well. Our man who handles this 
happened to work with the American Airlines before, so tha t he has a 
view of travel, and it works out quite well. We do not get complaints 
on this.

Mr. J arman. You mean that you accept the word of the employer as 
to the amount of the mileage?

Mr. Breen. Tha t is the amount of the travel tha t Mr. Truckdriver 
Jones will be doing in Massachusetts—the amount of miles compared 
with his total number of miles traveled.

Mr. J arman. But  therein lies, as I understand it, the basis for a 
real complaint and that  is the  time-consuming work on the pa rt of the 
company: the compilation of the mileage by the States  by drivers, 
et cetera, the keeping of records, and a conclusion as to what the mile­
age is within the State  of Massachusetts, for example.

Mr. Breen. They do have tri p records. We do not get involved in 
the stop time—just the  mileage.

Mr. J arman. So, then, as I understand it, this company should have 
no reason to be concerned about excessive expenditure  of money to 
comply with the Massachusetts laws; is tha t your conclusion?

Mr. Breen. That is true  for Massachusetts.
Mr. J arman. That is all. Thank you.
Mr. Williams. Mr. Friedel .
Mr. F riedel. And most of the States work the same way?
Mr. Breen. To the  best of my knowledge, sir, all States work with a 

cooperative spirit in this area. We know there are situations on both 
sides where the nonresident employee is working almost all of this time 
out of the State  or almost all of his time within the State, and then 
there are si tuations  where a good percentage of time is close to 50 pe r­
cent in one State and 50 percent out.

Mr. F riedel. Do you know of any States that  do not cooperate?
Mr. Breen. Xo, sir.
Mr. F riedel. None that  find it burdensome to do the  bookkeeping?
Mr. Breen. Xo, sir; I do not know, but I am really not in a position 

to be a judge of that.
Mr. Friedel. That is all. Thank you.
Mr. Williams. Are there any fu rthe r questions?
If  not, thank you very much.
Mr. Breen. Than k you.
Mr. Williams. Who is your next witness ?
Mr. Conlon. Mr. Tuttle.
Mr. Williams. We will be glad to hear from you now, Mr. Tuttle.

STATEMENT OF WIL LIAM E. TUTTLE, DIRECTOR, INDIVIDUAL
INCOME TAX DIVISION. DEPARTMENT OF REVENUE, STATE OF
LOUISIANA, BATON ROUGE, LA.

Mr. T uttle. Mr. Chairman and members of the committee, I must 
apologize for  not having prepa red copies for distribution to you and 
the 1116011)01*8 of the committee. I have furnished the reporter with 
(lie basic paper, however. If  I may, I will attempt to follow that.



68 STATE WITHHOLD ING TAXES IN INTERSTATE COMMERCE

Mr. Williams. Would you like to have your entire statement in­
cluded in the record ?

Mr. Tuttle. Yes; I  would.
Mr. Williams. It will be included in the record.
Mr. Tuttle. T am William E. Tuttle , director of individual in­

come tax division of the Department of Revenues of the State of 
Louisiana.

This presentation is for the express purpose of acquainting  you with 
the objections of the Depar tment  o f Revenue of the State of Louisi­
ana to the passage of S. 1719 now pending before your committee.

Louisiana is not appear ing here to bemoan the immediate loss of 
revenue which might result from passage of the subject legislation, 
because the carrie r employee will still be required to tile an income tax 
return at the close of the year and, assuming complete compliance, 
there would be no loss. We are here to convince you tha t no real 
problem exists; that if one does exist, S. 1719 is not the solution, and 
to urge your most careful consideration toward emphatic rejection of 
what has to be recognized as undesirable, unwarranted,  and unrealistic 
congressional action.

Louisiana is a t least  representative of the States in the number of 
carrier employers who operate within our borders. New Orleans is 
the southern terminus of the vast water transporta tion system afforded 
by the Mississippi River and its tributaries  and is the end of the line 
for at least three of the major  railway systems of the country. It is 
also the southern continental port for many of the major airlines and 
is a substantia l crossroads for the trucking industry. Thus, we are 
eminently acquainted with all forms of transporta tion governed by 
this proposed legislation.

Despite the tremendous activity  of our transportation  systems, 
carrie r employers operating within the State number only 139, only 
67 of whom employ, within Louisiana, persons who are not residents 
of the State. This compared with total business entities of over 68,000.

We are, consequently, considering in this act less than  one one- 
lumdredth  of 1 percent of business firms established and operated in 
Louisiana. Because of an extremely high personal exemption and 
withholding tax exemption, individual taxpayer employees are simi­
larly  insignificant in number. As a matt er of fact, there are only 50 
carrier employers required to withhold tax on a total of 430 carrier 
employees who are nonresidents.

We cite these figures tha t you may individua lly and collectively 
realize the net effect of your valuable considerations and ponder 
whether this is the type of situation which would demand, or even 
suggest, congressional action, regardless of  the nature  of the problem.

We conclude that S. 1719 is intended to solve and eliminate an 
allegedly serious problem—tha t of some unbearable burden on in ter­
state carriers. Let us pause to analyze just what the burden may be 
and to honestly evaluate both the problem and whether the bill offers 
any semblance of a solution.

So far as we can determine, the only possibility of a legitimate 
burden would be that withholding requires undue recordkeeping on 
the par t of the carrie r employer and that S. 1719 presumably would 
eliminate the burden.

First, let us take a careful look at the amount of recordkeeping 
involved which might be eliminated. As members of the Committee
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on Interstate  and Foreign Commerce, yon are eminently informed 
of the  voluminous detailed records required to be maintained by ICC 
and FAA  regulation.  These and other governmental regulations 
demand tha t the minute-by-minute movement of all equipment and 
personnel be meticulously logged and recorded. Disregarding any 
bookkeeping which might be done for the sake of pure prudent  busi­
ness survival and as displayed in every rate pleading, I suggest that 
with or without withhold ing tax, the records must be and are main­
tained and that,  in glar ing reality, the only legitimate burden would 
be one of compilation of data , for  the record is, in fact, already manda- torily available.

I might add tha t in the case of Louisiana the employer is compen­
sated by the S tate for the additional burden caused by the withholding 
and, inc identally, at a rate  in excess of three times as great as the cost 
of the collection otherwise incurred by the department of revenue.

Now, let us assume tha t this may be subject to scrutiny and that 
there is an undue burden  because of the additional recordkeeping. Is S. 1719 the solution ?

You all recognize that  this legislation is not intended to and can in 
no way affect the income tax liability  of the interstate carrier non­
resident employee to the State where he performs services. The 
States will unquestionably, and legally, pursue their claim against 
the carrier  employee to the best of their financial ability. So that 
now, instead of the carrier employer having previously compiled and 
filed data with each of the States, in one single routine operat ion, the 
same information must be compiled on an individual  employee basis 
when demanded. The only alternat ive to this type of demanded 
service would be complete disregard of responsibility of the employer 
(o his employees, making it necessary that every employee, ill-equipped 
as he may be, main tain his own individual record. From your own 
personal experience in keeping records to support a tax deduction, 
you know that  this is an unrealistic approach and will not suffice or succeed.

In th is truth , we submit tha t S. 1719 does not solve or eliminate any 
problem now faced by carr ier employers bu t simply spreads the bur­
den and problem across the component parts  thereof—the unfo rtu­
nate individual carrier employee. We suggest t hat  our citzens, both 
resident, and nonresident, expect and demand tha t we, as their  tax 
adminis trators, lighten their burden in any way possible and that  your constituents think no differently.

Realize, then, tha t S. 1719, in the case of Louisiana, purpo rts to 
eliminate a problem of questionable existence for some 50 employers 
but does, in fact, create a positive problem of unmeasurable dimen­
sion for 430 of the people without whom no commerce could exist.

At the outset of this discussion it was pointed out tha t we are not 
drastica lly disturbed about the immediate loss of tax revenue to the 
State of Louisiana. I did not fo r one minute intend to imply that we 
were oblivious to this loss or to the increased cost which would be 
necessary to proper admin istration of our law. Under  the prevailing 
system, T now have but one employee who is totally capable of deter­
mining when any one of the over 28,000 registered employers are de­
linquent in filing withhold ing tax returns.

If S. 1719 becomes law, there will be no practical way to determine 
whether or not any one of the 430 nonresident carrie r employees has
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failed to pay tax on his increase in wealth derived from Louisiana 
sources, for  indeed we will not even know his identity. Any effort in 
this area would result in cost prohibitive compared to the tax which 
might be collected.

This, we submit, would force the State  of Louisiana to complete 
abandonment of any attempt to collect from the employee. We would 
reasonably expect that if this  is the ultimate end, certainly the resident 
employee in the same identical employment capacity, and at the same 
union-decreed salary, would have every righ t to, and would, for th­
with insti tute l itigation  to contest the constitutionality of our 31-year- 
old tax law on the basis that it was no longer an indiscriminatory tax. 
Thus, the final result might be more severe than the most ardent  sup­
porte r of this legislation could accept.

From the financial viewpoint, Louisiana is even more disturbed 
because of the possible disrup tion of stability,  and the fact tha t this 
legislation would place the State 's entire financial status  in serious 
jeopardy.

Upon passage of the Louisiana income tax law in 1933, all funds to 
be derived from this tax were dedicated by consti tutional amendment 
to an activity which ultimately lends itself to the borrowing power of 
the State, if  the tax collections are in any way impaired, there is a 
resulting impairment of the borrowing power and capacity to repay, 
notwithstanding the fact that  this dedication has been in legal existence 
for over 30 years. We can find no authority in the Constitut ion, stated 
or implied, for restric ting the borrowing power of a State under 
the guise of regulating interstate commerce. This factor alone should 
lead you to reject S. 1719.

Our major objections to this legislation stem from the knowledge 
that the problem you are a ttempting  to solve can be, and  is being han ­
dled by the States individual ly in a much more satisfactory manner. 
This legislative effort is obviously designed toward reducing the 
burden on inters tate commerce. You are surely aware tha t to dilute 
a burden from one entity and to spread it  over many components is no 
solution, but actually the creation of additional problems. Y e know, 
of our positive knowledge, and think th at you will agree, that there are 
better solutions to lightening the burden on commerce. We offer in 
support of this contention a review of the steps already taken by 
Louisiana.

Upon enactment of our law in 1933, all employers were required to 
furnish  the State with information reports setting  forth  data  on 
numerous types of payments, including salaries and wages. When the 
withholding tax law was put  into effect, the law was changed so tha t 
information returns with respect to  salary payments were no longer 
required and tha t a carbon copy of the withholding tax receipt fur­
nished to the employee would suffice for tha t purpose.

Recognizing that  the mountain of paper  work required of commerce 
diminished the wealth of industry and of our State, Louisiana admin­
istratively decreed that  in the future  informat ion returns would not 
be required with respect to any type of payment.

The Louisiana withholding tax law itself provides that the collector 
of revenue may permit an employer to estimate the amount of taxes 
due by any employee, without the undue burden of detailed record- 
keeping.
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In  ou r most recent  session of  the leg islatu re,  t he  d ep ar tm en t o f rev ­
enue  too k th e i ni tia tiv e in p roviding  th at  in a dd ition  to the  au th or ity  of 
the  coll ector to pe rm it est imated wi thh old ing , an em plo yer  may be 
gr an ted per missio n to  file wi thh old ing  tax  re tu rn s on an annual basi s, 
requ iri ng  bu t one c alcula tion of  ta x to be withh eld  r at he r than  a calcu­
lat ion  fo r each  payro ll period. Of  most significance, histo ric all y, the  
St ate has proh ibite d the  imposit ion of  an income tax or wi thh old ing  
by ev ery  vil lage a nd  hamlet, town or  city of  our State .

Gentle men , we urg e th at  these  are  the  solu tion s to the problem you 
are  a tte mpt ing to so lve and  th at  S . 1719 is no solutio n a nd  does no m ore 
than  mul tip ly  pro blems  alr ead y in exis tence.

In  conclusion, we emp hasize that  Louis ian a is diam etr ica lly  opposed 
to th is pa rt ic ul ar  leg isla tion , and to any  oth er th at  migh t be sim ila r 
in na tur e. We  shud de r at the  undes irable  tre nd  now upo n us in the  
are a of  restr ic tio n of the  State s ab ili ty  to ma int ain  fina ncia l responsi ­
bi lity because of con gres sion al action, and  suggest  th at  your  own H ous e 
bill  1719 shou ld also  be given more  than a supe rfici al ana lysi s. Above 
all,  we believe th at  in your  infinite  wisdom, you  will recog nize the  t ru e 
ch arac ter of  Sena te bill 1719, and in doing so, will lend yo ur  effort to 
defeat  t hi s u nw ar rant ed  measure.

Mr. W illiams. Tha nk  you.
Are th ere any  questions , Mr. Ja rm an  ?
Mr. J arman. I can see dif ficulty fo r a company op erat ing in a num- 

l>er of  St ates  where the  rules and  req uir em ents would be so diff eren t. 
How much chance do you th in k the re is o f ach iev ing  u ni form ity  ?

Mr. Tutt le. We, of  course , opera te in an effort tow ard  un ifo rm ity . 
Fo rtu na te ly , Lo uis ian a has  been in a sit ua tio n where the su rro un ding  
State s have not ha d a wi thho ldi ng  ta x;  as a m at te r of fac t, Texas  ha s 
no income tax , Mississ ipp i has  no wi thho lding tax . So th at  we have 
had no problem  of  dup lic ati on  of wi thh old ing .

We have taken some s tep s to wa rd uni fo rm ity  insofar  as the tax pa ye r 
is concerned , in that  we have , as a p art  o f ou r law, a cre dit  allowed to 
any residen t fo r t axe s t ha t he pay s to  ano ther  S ta te,  and  it  is the en tire 
am ount of the  tax  th at  he pays and not  a pr orat ion or a com plic ated 
cal culat ion  to determ ine  th at  amou nt.

In  addit ion , Lo uisia na  has alw ays  tak en  the  pos ition th at  wi th re­
spect to our res ide nts  who may  be w ork ing  in an oth er  S ta te,  o ur  w ith ­
ho ld ing tax law  does not apply . Our  law  covers only services pe r­
forme d in Lo uis ian a a nd  no t services perform ed  some where else, so that, 
we do no t cre ate  any  du pl icate wi thho lding by ha ving  an employer  
wi thh old  on one  of our  res ide nts  outside the S tate.

Mr.  J arman. Th an k you.
Mr.  W illiam s. Mr . Sp rin ge r?
Mr. Springer. I th in k you have m ade  an excellent sta tem ent  of yo ur  

pos ition. I tak e it th at  you hav e no co mplication, p rin cipa lly  because 
you  do  not  have  an incom e t ax  in Texas  and  no wi thho ldi ng  in Missis­
sip pi.  An d tho se State s in gr ea te r part  su rro un d your  Sta te,  wi th 
the exception of  A rkansas.

Mr . T uttle. T hat  i s t rue.
Mr. Springer. Th is would  m ean th at  you  h ave  no com plic atio ns fo r 

the people who live  in New  Or lea ns bu t wor k in Mis siss ippi, is th at  
true  ?
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Mr. T uttle. I do not know of any serious problem that we have in 
that respect. We have received no complaint from anyone in tha t 
area.

Mr. Stringer. What would be the injustice of allowing, say, a resi­
dent of Mobile who drives across Alabama, Mississippi, Louisiana, and 
Texas, what would be the injustice for withholding in Mobile?

Mr. Tuttle. Do I understand the question properly, what would 
be the injustice?

Mr. S pringer. In  Louisiana.
Mr. Tuttle. In Louisiana not witholding on that man ?
Mr. Springer. No, what would be the injustice, the fact  tha t the 

trucking company has its home in Mobile, withholds in Mobile, what 
injustice would be in that  s ituation?

Mr. T uttle. I really do not know the complete answer to that . I 
am not too sure that 1 fully comprehend the question itself.

Our position is that the employer in Mobile should withhold Louisi­
ana tax on the employee who works in Louisiana. Now, if with­
holding was not accomplished by the emloyer, then Louisiana would 
not only have no information concerning it, we would not have the 
tax:  we would have no information concerning the employee; we 
would not even know who he was. We feel tht  the employee would 
be in direct competition with residents of the State in the same capac­
ity as those who drive across Louisian and who would be required to 
pay tax on his earnings  within the  State.

Mr. Springer. If  a truck from Mobile drives across your State, does 
he not get some kind of a plate from the Sta te—does he get some kind 
of a plate from the S tate of Louis iana?

Mr. Tuttle. I believe tha t a trucking company is required, of 
course, to have a license to cross the State. I am not too sure on that. 
That is outside of my line.

Mr. Springer. Do you require this information tha t there are em­
ployees who do cross the State of Louisiana?

Mr. Tuttle. They let us know there are employees who are cross­
ing—it does not ident ify them to us.

Mr. Springer. Does tha t give you that information?
Mr. T uttle. No.
Mr. Springer. Is it not possible fo r you to request that identifica­

tion ?
Mr. Tuttle. Yes ; it is possible.
Mr. Springer. If  you had withholding in Mobile on all of the taxes 

that are supposed to be w ithheld, are you not entitled to your share 
of that withholding  in the State  of Louisiana ?

Mr. Tuttle. True.
Mr. Springer. There would not be any real injustice under this leg­

islation ; would there?
Mr. Titt le . Provided tha t the employee did voluntari ly file his 

return, but without the withholding—without the information relative 
to the amount of the salary  that, he earned—we suspect and we know 
that  a goodly number of these employees would not volunta rily file 
that retu rn: then, consequently, our only recourse would be to go 
back to the employer and request the same information tha t they 
would be prohibited from furnishing to us so th at ultimately the em­
ployer, it appears to me, will have to bear the brunt  of the work in
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assembling and compiling the data with respect to the movement of 
these people, either when we request it or  at the end of the  year, when 
the employee himself goes back to the employer and says, “Look, I am 
required to file a return in Louisiana—how much money did I make 
there?’’ The employer will still have to come up with that same information.

Mr. Springer. In section 26(a) it sta tes :
No p a rt  of  th e wag es  or  sa la ri e s pai d by an y ra il ro ad , ex pr es s co mpa ny , or  

slee pi ng  c a r co mpa ny , su bje ct  to  th e pr ov is io ns  of  th is  part , to  an  em ployee  
wh o perf orm s hi s re gula rl y  as sign ed  duties  as  su ch  an  em plo yee on a loc om otive , 
ca r,  or o th er tr ac k-b orn e ve hicle in mor e th an  one S ta te  sh al l be w ithhel d fo r 
ta x  pu rp os es  p u rs u an t to  t he  la w s of  a ny S ta te  or su bd iv is io n th er eo f o th er th an  
th e S ta te  or  su bd iv is io n of  su ch  em ploy ee ’s re sid en ce , as  show n on th e em ­
pl oy m en t re co rd s of  an y su ch  c a r r ie r ; nor sh al l an y su ch  c a rr ie r tile  an y in fo r­
m at io n re tu rn  or ot he r re port  fo r ta x  pu rp os es  w ith re sp ec t to  su ch  wag es  or  
sa la ry  w ith  any S ta te  or  su bd iv is io n th ere of oth er  th an  su ch  S ta te  or  su b­
divi sion  o f r es iden ce .

What kind of an in justice can he done to you by that?
Mr. T uttle. Because there are nonresident employees performing 

services in Louisiana and we would no longer have any information that  
would permit the assessment of a proper tax liability on the employees.

Mr. Springer. Louisiana is hounded on the south by the Guff of Mexico ?
Mr. Tuttle. That is true.
Mr. Springer. It  is hounded on the east by the Mississippi River 

which is the largest  waterway, probably the largest water  carrier,  in 
(he United States. Do you collect taxes on your  water carriers?

ISIr. T uttle. We have not collected a tax  on nonresident employees 
of the water carr ier system operat ing on the Mississippi or any of 
the other inland waterways. We have not  demanded withholding  on 
resident employees of the water carriers. There are some companies 
and some employees who voluntarily pay withholding and remit it to  
us but we have not demanded tha t they withhold in view of the re­striction on water carr iers already in existence.

Mr. Springer. Do you think  tha t it would be any more unfai r, or 
would it be unfa ir, to apply the same rules to other modes of transpor­
tation like the water carriers?

Mr. T uttle. Well, I should back up first and say th at we question 
the real necessity fo r not withholding on the water carriers. We do 
not feel tha t the restric tion was absolutely necessary. It  really did 
not solve any problem. We s till have to collect the taxes from these 
water carriers. On the water carrier,  too, incidentally, they furnish 
us with the information—the companies do tha t voluntarily , furnish  
us with the inform ation—so th at we can and do have some means of collecting taxes on those employees.

Mr. Springer. All righ t, now, you do have a State  income tax  in the Sta te of Louisiana ?
Mr. Tuttle. Th at is true.
Mr. Springer. On those employes, you do collect income taxes from 

those who are residents; do you not ?
Mr. T uttle. True.
Mr. Springer. But  you do not collect upon the movements of cargoes 

such as is done at the present  time on other modes of tran spo rtat ion ; is that correct ?
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Mr. T uttle . We  collect  an income tax  on all res ide nts  a nd  n on resi­
dents  enga ged  in the  c ar rie r business. We collect an income tax  from 
the  company its elf  on the  ne t pro fits  derived from the ca rryi ng  of 
goods o r passengers.

Mr.  Springer. Bu t you do no t collect th is  tax sug ges ted  in th is 
bil l—you do no t collect a tax  at  the presen t tim e on wa ter ca rr ie rs  
th at  you do collect on ca rri ers th at , pro bably , cross  t he State , like  a ir,  
rai l, an d tru ck s ?

Mr.  T uttle . That  is tru e, exc ept  only on a vo lunta ry  bas is by the  
emp loyer an d the  employee. We do no t forc e the  issue on the col­
lect ion of wi thho ldi ng  tax  fro m the  water  carriers . As  I  say , we do 
have some who vo lun tar ily  pay th ei r wi thh old ing  tax to the Sta te.

Mr. Springer. Le t me ask  you th is,  th en : I am no t tryi ng  to em­
barra ss  you in any way—at  th e t ime  th er e was a he ar ing on t hi s wa ter  
ca rr ie r pro posit ion  before  the House  committ ee—d id  you  ap pe ar  in 
opp osi tion to t hat ?

Mr. Tuttl e. T o my know ledge, no.
Mr. Springer. Di d any body represen tin g the  St ate of  Louis iana 

appear  a t th at time?
Mr. T uttl e. No t to  my knowledge.
Mr. Springer. Tha nk  you. That  is all.
Mr. W atson. You were  aw are  of  th e fac t th at  they were  holding  

heari ngs on t hat  p ar tic ul ar  measu re ?
Mr. T uttle . I was not  pe rso nally  aware o f i t a t t hat  time.
Mr. W atson. Pu rsuing  the  m at te r of  equ ity whi ch my fri en d Mr. 

Sp rin ge r brou gh t up , which  also involves me, do you th in k th at it  is 
equ itab le to req uir e a res ide nt of  th e St ate of Lo uis ian a who is op erat ­
ing  a tru ck  in th at  St ate to  have  incom e tax withh eld  fro m his  s ala ry 
while no t requ iring  th is of  a nonres ide nt who is op erat ing anoth er 
tru ck  w ith in the S ta te  of  L ou isi ana ? Do you thi nk  th a t is equ itab le ?

Mr. T uttle. Well, I,  pe rso nally , do not.  A fter  all , income tax  is 
impo sed on ne t income. I t  is no t impo sed on residence . Th ere are  
oth er tax es to  take care of  th at  sit ua tio n,  such as real  es tat e taxes, et 
cete ra. An d the  obvious answer to your  quest ion is t hat  the  populac e 
of  L ouisiana itself  fe lt th at  it. w as no t e qui tab le, when they  urged the  
Le gis lat ure o f Lou isi ana to pu t a  w ith ho ldi ng  tax in fo r t hat very  pur­
pose, because we did  no t hav e, no t necessa rily  in the tran sp or ta tio n 
are a such,  bu t in othe r em plo ym ent situa tions , we ha d people liv ing  
out side of the  State , e arning  t he ir  enti re  net  income wi thin Louis iana, 
who were pa ying  no tax . T hat  was  the  reason  th at  the wi thh old ing  
tax was pu t in  to s ta rt  with.

Mr. W atson. An d sho uld  th is  bill pass and become law, it would, 
rea lly , make it very well imp ossible  fo r yo ur  St ate or  any  othe r to 
pursu e the  mat te r of  any  income tax which may be de riv ed  from the  
non res ide nt peop le ?

Mr.  T uttle . T t hink , pr ac tic all y,  th e St ate wou ld be pr et ty  much in 
the sit ut at ion of ha ving  to abandon any  rea l effo rt to collect from  the 
nonre sid ent, because t he  em plo yer wou ld be proh ibi ted  fro m fu rn ish­
ing  the informa tio n to  the St ate,  id en tif ying  the  man or  set tin g out the  
infor ma tio n. So as a prac tic al  mat te r wh at  w ould  be lef t?  It  would 
be necessary th en fo r me to de termine  wh at employees w ere working  in 
Louis iana. Cou ld I  pu t peo ple  on the  tr ai n  and approa ch  every em-
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ployee and say, “Hey, fellow, what is your name—where do you live— 
are you paying taxes to us or are you not paying taxes to us?” And 
that is ju st impossible. I mean, it is a very impractical situation. I 
feel that we would have to practically abandon our efforts in tha t field.

Mr. Watson. In fact, the resident, would have a good argument that 
it is much more logical for you not to withhold his tax, because afte r 
all, he is readily accessible for you to collect the tax from him. It 
would be logical for him to make that argument,  would i t not?

Mr. T uttle. That  is an argument that they have advanced, believe 
me.

Mr. W illiams. The opposition to this bill, or to  these b ills appears 
to be based exclusively, not exclusively, but primarily  on the argu­
ment, the premise tha t the bill is unnecessary, tha t it is undesirable, 
that it will hamper the activities of the States in the collection of 
taxes and the enforcement of thei r tax laws.

I realize that  tha t is a very cogent argument, but there is an  over­
riding issue, in my opinion, that we must concern ourselves with here, 
and tha t is the power of the Congress under the Constitut ion, to 
use the commerce clause in order to set aside the S tate  withholding tax 
laws. Would you like to comment on tha t? I have not heard anyone 
challenge the authority of the Federa l Government in tha t respect.

Mr. Tittl e. Well, we do so to the extent tha t setting aside our 
withholding tax law could impair the collection of our income tax and, 
consequently, impair the borrowing power of the State,  and it would 
have that effect.

Here we have a dedicated tax. Our income tax is dedicated entirely 
to homestead exemption or property tax relief. That fund is in turn , 
or, those tax collections are in turn , used as security behind bonded in­
debtedness, necessary for issuance, and if in any way the order ly collec­
tion of the tax is impaired, then necessarily the borrowing power of the 
State will be impaired.

Mr. Williams. Do you make a distinction between the power of 
the Federal Government to set aside State withholding tax  laws and 
the power of the Federa l Government to set aside Sta te taxes in this 
way?

In other words, if  the Federal Government has the righ t to do one, 
does it also have the right to do the other ?

Mr. T uttle. That is exactly what we think  may ultimately come if 
this trend  is continued. If  the Federa l Government can in fact set 
aside our method of collection of the tax, we fear  that they may 
also extend tha t ultimately to say, “Well, we will set the whole tax 
aside.” Destroying the  complete financial responsibility  of the States.

Mr. Williams. Do you consider the timing of this withhold ing 
tax on nonresident persons to be an undue burden on inters tate 
commerce ?

Mr. Tuttle. We do not because ultimately the tax is borne by the 
employee. As we see i t, the only possibility of a burden is in what­
ever recordkeeping may be necessary and, of course, in our case we 
compensate the employer for that ext ra burden.

Now, it could well be tha t if there is an unbearable  burden there, 
the solution would be to convince us of t ha t in Louisiana. Maybe it 
(the compensation) should be a little bit more.
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Mr. Williams. The Federal Government, seems to have no reluc­
tance in requiring people to keep records, do they ?

Mr. Tuttle. Tha t is true. Tha t is true.
Mr. Williams. Mr. Watson, do you have any questions?
Mr. Watson. No questions.
Mr. Williams. Thank  you very much, Mr. Tuttle.
The bells have rung  for the meeting of the House. The House is 

now in session. The committee is going to have to adjourn.
I believe there is one more witness to appea r on behalf of the 

State tax adminis trators, Mr. Joel Carson. Mr. Carson, I am informed 
tha t you have a very brief statement but tha t in the interest  of saving 
time you would lie willing for that to be included in the record. Is 
tha t right ?

STATEMENT OF JOEL M. CARSON ON BEHALF OF THE BUREAU OF 
REVENUE OF THE STATE OF NEW MEXICO

Mr. Carson. Yes, sir. That is correct.
Mr. W illiams. We appreciate your kindness and cooperation with 

the committee, and if there is no objection, your statement  will be 
included in the record.

Mr. Carson. Thank you.
(Mr. Carson’s statement in full is as follow s:)

Statement of J oel M. Carson on Behalf  of the Bureau of Revenue of the 
State of New Mexico

My name is Joel M. Carson. I am an assis tant  attorney general for the Sta te 
of New Mexico. 1 appear here  on beh alf of Char les C. Brunacini, the  com- 
.nissioner  of revenue for the  Sta te of New Mexico to record  New Mexico’s oppo­
sition to H.R. 10743 and S. 1719.

New Mexico is listed among those Sta tes  concurrin g in the  s tatem ent made by 
Mr. Conlon of the Natio nal Association of T ax Adm inis trators.  1 will, there fore,  
limit  my remarks  to pointing out  some of the difficulties which these bills, if 
enacted  into law, will cause  tax  adminis tra tors, and to explain to the  committee 
some of New Mexico’s experience with i ts  withhold ing tax  law.

A withholding  tax  law, in our opinion, is essentia l to the successful adminis­
tra tion of an income tax  act. It  would be most difficult, if not  impossible, as 
a practical mat ter,  for New Mexico to collect the  taxes due it  from nonresiden ts 
earn ing wages in New Mexico without the  aid  of a withhold ing tax  act. For 
example, there are  located near the  sou the rn border of New Mexico, the  White 
Sands Missile Range, and Holloman Airbase . Many of the  people employed at  
these two installations live in El Paso,  Tex. Pr ior to our  en tering into  an agree ­
ment with the United Sta tes  fo r the withholding of taxes from the wages of these 
employees very few nonresidents  working  a t White Sands or Holloman reported 
or rem itted New Mexico income tax.

In order to collect the  tax  we would firs t have to find who was working on 
che install ations. We would then  have to  go to Texas and find each taxpay er and 
audit  his  records to de termine how much income he earne d in New Mexico. Afte r 
aud iting the taxpay er’s records, if we could find who he was, and  if we could 
find him we were then faced  with  the  problem of collect ing the  tax  if the tax­
payers were unwilling to rem it it  voluntar ily. Under New Mexico law we 
would have two alte rna tive s. Fi rs t, we could sue the  taxpayer, get a judgment 
aga ins t him and hope to get the  Tex as courts to honor our judgment. Our 
second altern ative would be to issu e a di str aint  war rant  and have the sheriff  
seize any property of the  tax  deb tor located in New Mexico. Since nonresident 
taxpay ers  of this type seldom own prop erty  with in the  Sta te we were left with  
no effective remedy to enforce our ta x laws.

The problems with  which we were faced in atte mpting  to collect  the tax  were 
so g rea t as to make it impracticable  for New Mexico to att em pt to collect from 
these  nonresidents. The practical effect was t ha t while wre had the  power to tax ,
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tli e no nre si den ts  w er e ex em pt  fr om  th e  ta x  be ca us e of  th e en fo rc em en t prob lem s.

A ft er we en te re d  in to  o ur w ithhold in g a gre em en t w ith  th e U ni ted S ta te s,  ta xes  
were w ithhel d  from  th e  em ploy ee 's wag es  by th e Gov ernm en t. If  we  w an t to  
ve ri fy  th e  re tu rn  of  th e  ta xpayer al l we  ha ve  t o do is ve ri fy  it  by th e pa y reco rd s 
of  t he  G ov ernm en t.

W hi le  we  wou ld  co ncede th a t II .R . 10743 an d S. 1710 do no t pu rp ort  to  reac h 
th e ta x  si tu a ti on  m en tion ed  ab ov e, th e  pr ob lems which  th ey  will  p re cip it a te  will 
be of  a si m il ar n a tu re .

New  Mexico is  al so  co nc er ne d w ith  th e prob lem of  th e in te rs ta te  ca rr ie r wh ich  
does muc h of  it s bu sine ss  w ithi n th e  ta x in g  S ta te  f ro m  a ba se  loca te d ou ts id e th e 
Sta te . II. K.  10743  an d S. 1710 wou ld  ex em pt  th e ca rr ie r from  w ith ho ld in g ta xes  
from  th e  wag es  of  th e  nonr es id en t em ployee  al th ou gh th e em plo yee m ig ht  ear n  a 
m aj or ity,  if  no t al l, of  hi s wag es  w ith in  th e ta x in g  Sta te . We  be lie ve  th a t th is  
ca us es  a n  u n w arr an te d  in eq ui ty  i n t h e  ta xa ti on  of  no nr es id en ts .

New  Me xic o be lie ve s th a t th e prob lems which  II. IL  10743 an d S. 1710 seek  to  
sol ve  a re  ess en ti a ll y  S ta te  p roblem s. To  m y kn ow ledg e we  ha ve  no t en co un te re d 
an y of  th e  si tu a ti ons whe reby  th e in te rs ta te  c a rr ie r is sp en di ng  $5,000 or  $10,000 
to  co lle ct  a th ousa nd dollar s in ta xe s.  Sh ou ld  su ch  a si tu ati on  ev er  ar is e,  I am  
su re  th a t it  ca n be w or ke d out  e it her adm in is tr a ti vely  or th ro ug h th e pa ss ag e of  le gi sl at io n a t a S ta te  leve l.

Mr. W illiam s. Th e committ ee will be unable to meet th is aft ern oon 
because o f leg isl ati on  that  is schedu led fo r the  floor o f the  Ho use.  As 
a m at te r of  fac t, there is a bill  pre sen tly  before  the  House  which has  
been rep or ted  fo r th is  committ ee an d fol low ing  that , the  rul e will be 
con side red on th e so-cal led p overty b ill.

Th ere  is also th e prospect th at  th e House  m igh t con sider the  resolu- 
tio n th at  was su ggested by the  Presid en t la st nigh t in h is message d eal­
ing  w ith  the  i nterna tio na l situa tion. In  view of that , I  th ink it would  
be fu tile to try to set a meeting  fo r th is aft ern oon, so the  committ ee 
will a djo urn un til  10 o’clock tomorrow mo rning.

(W hereu pon, at 12 :05 p.m.  the  co mmittee  was recessed, to reconvene 
Th ursd ay , A ugust 6 ,1964, a t 10 a.m.)
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THURSDAY, AUGUST 6, 1964

H ouse of  R ep re se nt at iv es ,
S ub co mmit te e on  T ra ns po rt at io n an d A er on au tics  

of  t h e  C om m it tee  on  I nt er st at e an d F or eig n C om mer ce ,
Washington, D.C.

The subcommittee met, pur suan t to recess, at 10 a.m., in room 1334, 
Longworth House Office Building, Hon. John Bell Williams (chair­
man of the subcommittee) presiding.

Mr. W il lia m s . The subcommittee will come to order, please.
I believe tha t our first witness this morning is Mr. Kennedy C. 

Watkins, tax  attorney, Association of American Railroads, Wash­
ington, D.C.

We will be glad to hear from you now.

STATEMENT OF KENNEDY C. WATKINS, TAX ATTORNEY, ASSO­
CIATION OF AMERICAN RAILROADS, WASHINGTON, D.C.

Mr. W a t k in s . Mr. Chairman and members of the subcommittee, 
my name is Kennedy C. Watkins. I am tax attorney in the law 
department of the Association of American Railroads, whose offices 
are in the Transporta tion Building in this  city.

My appearance before your  committee in respect of H.R. 10743 and 
S. 1719 is on behalf of the Association of American Railroads, a vol­
untary, nonprofit organization whose members operate more than 95 
percent of the total railroad mileage in  the United States and have 
operat ing revenues of approximately 98 percent of the total railroad 
operat ing revenues of all railroads in the United States.

The purpose of H.R. 10743 is salutary. It  proposes to exempt 
wages and salaries of certain  interstate airline and motor carrier 
employees from withholding at source for tax purposes under the 
laws of States  or politica l subdivision thereof except in the case of 
the State or subdivision of the employee’s residence.

In the opinion of the railroad industry , the  bill is deficient in tha t 
it does not include with in its provisions the employees of a railroad or 
sleeping car company subject to part I of the Inte rsta te Commerce 
Act.

As you know, the railroad members of this association operate 
throughout the continental United States. They are subject to the 
laws and regulations  of the States and political subdivisions thereof 
in which they operate.

Of such States , there are 36 which, according to Commerce Clear­
ing House, State Tax Guide (p. 1542), imposed income taxes on 
individuals in 1963.
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Of these, according to the same source, 28 required withholding 
at source whether the wage ea rner was a resident or a nonresident, 2 
States limited the withholding requirement to nonresident, G had no 
such requirement.

It  should also be noted that of these 36 States which impose an 
income tax on individuals, 33 require the tiling of an informat ion 
return, 2 may require such a return , and 1 State  has no such require­
ment.

The obligation to withhold tax at source and to tile an information 
return  with respect to taxable income often go hand in hand. But 
this is not always true as in the case of North Dakota which has no 
withholding requirement but does impose on employers the burden 
of tiling information re turns (C.C.H., supra, p. 1542).

In addition to the impact of State  income tax provisions in these 
areas on intersta te employers, the burden of compliance with the 
requirements of municipalities must not be overlooked. In some 
situations, though the State may not impose an income tax, a city 
within such a State  may have such a tax. For example, Michigan 
has no income tax, yet the  city  of Detroit imposes such a tax on resi ­
dents as well as nonresidents with respect to “work or services per­
formed in Detroit” (C.C.II., supra,  par. 15-543). The city also 
requires that  the tax be withheld by the employer as to both residents 
and nonresidents; as to nonresidents only if  25 percent or more of the 
work done or services performed within the tax year is performed in 
Detroit. This qualification imposes a burden in and of itself. Simi­
lar situations obtain in Ohio, which has no income tax but whose 
cities of Akron, Canton, Cincinnati, Columbus, Dayton, Springfield, 
Toledo, and Youngstown impose such a tax.

From this rathe r cursory summary of the provisions of State 
and municipal requirements in this  area, it seems apparent that  their 
adverse impact on in tersta te employers of thousands of employees is 
great.

For  example, in 1963 employment by class I line-haul carriers 
approximated an average of some 700,000. (Wage Statis tics of Class 
I Railroads, statement No. M-300, June 1963, ICC.) Of th is number, 
some 200,000 employees were engaged in train and engine service, 
which includes personnel opera ting or assisting in the operation of 
trains  and engines in road and yard  service. This category covers, 
among others, passenger and freight conductors, passenger and 
freigh t brakemen and flagmen, passenger and freig ht engineers and 
firemen. These are the men, in general, who operate the trains  in 
intersta te transporta tion service and this is the type of personnel most 
subject to the various withholding requirements of the income tax 
laws of the various States and thei r political subdivisions.

It  must not be overlooked, however, t ha t in addition to the train 
and engine service personnel there is a substantial number of rail ­
road employees who are engaged daily in maintaining  roadway, 
signals, communications, and  structures. Because some of this work, 
principally roadway maintenance, is seasonal, the number of these 
employees varies. In  Jun e 1963, for example, there  were some 105,000 
such employees (M-300 Report, supra),  which exceeds the yearlv 
average of some 99,230. These employees maintain the track, road-
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bed, bridges, signals, and communication equipment. In the dis­
charge of their  duties, these employees frequently cross State  lines, 
but more often municipal boundaries. This subjects them to the 
withholding provisions of any such State or municipality. The 
services of these employees are essential to the railroads in the dis­
charge of thei r obligation to mainta in their  road proper ty, and so 
forth , at thei r own cost. Public crews do th is for the highway users 
and the airline  do not have this problem.

Many railroad opera ting employees, par ticula rly in fre ight service, 
do not consistently perform the same service every day. This em­
ployee fluidity enhances the difficulty of mainta ining records to 
determine the employer's obligations with respect to which of its 
employees it must withhold, on what basis and to what taxing 
authority  it must report. Not only is this  difficult; it is costly.

Typical of a large class I railroad is the Pennsylvania  Railroad  
which operates in nine States and the District of Columbia which re ­
quire withholding. In the Dist rict of Columbia withholding is 
required of residents only, which affects 48 train  and engine service 
employees.

In 8 States, withholding is required with respect to residents and 
nonresidents alike, which includes some 7,500 train and engine service 
personnel.

There are 373 municipali ties in 5 States through  which this rai l­
road operates which require withholding. Of these, 200 require 
withholding as to residents only, which affects 3,800 train and engine 
service personnel. The balance of 173 cities require withholding as to 
residents and nonresidents alike, which cover some 3,000 such 
employees.

Pennsylvania estimates its annual  cost of compliance with these 
State and municipal laws to be $43,000. Of this, $31,000 is a ttribut­
able to coding daily timecards as to nonresident taxable areas and 
punching IBM cards therefrom. The balance of $12,000 is att ribut­
able to calculating tax deductions, making them on the payrolls, 
maintaining cumulative records of taxes withheld for each employee, 
paying the taxes to the various tax authoritie s, and preparing  the 
annual w ithhold ing statements.

A fur the r i llust ration is provided by the case of the Wabash Rail­
road, which operates in four States  which require withholding— 
Xew York, Indiana , Missouri, and Iowa. Of these, the first three 
require withholding regardless  of whether the individual is a resi­
dent or a nonres ident;  Iowa requires withhold ing only in the case 
of a nonresident but an information return in the case of a resident.

The varied nature  of these different requirements applicable to one 
railroad involved with four States  only forms the predicate for envi­
sioning confusion compounded in contemplating this situation in its 
application  to all of the railroads opera ting throughout the United 
States.

Adverting again to the Wabash, withholding for State purposes 
is applicable in the case of 1,050 resident and nonresident train  and 
engine service personnel. This railroad also operates in five cities 
which require withholding—Maumee, Defiance, and Toledo, Ohio: 
Detroi t, Mich. ; and St. Louis, Mo. This affects some 300 t rain  and 
engine service personnel.
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Mr. Williams. May I inter rupt you ?
Mr. W  ATKIN S. Y es.
Mr. W illiams. In the paragraph just preceding the one tha t you 

are now reading, the last sentence, star ting  with the words “The 
varied nature”—do you see that  ?

Mr. Watkins. Yes.
Mr. Williams. I will read the sentence:

Th e va ri ed  n a tu re  of  th es e di ff er en t re quir em en ts  ap pl ic ab le  to  one ra il ro ad 
invo lved  w ith fo u r S ta te s on ly fo rm s th e pre dic at e fo r en vi sion in g co nfus ion 
comp ounded  in co nt em pl at in g th is  si tu a ti on  in  it s ap pl ic at io n to  a ll  of  th e ra il ­
ro ad s oi> era ting th ro ugh ou t t he  U ni te d S ta te s.

The use of the word “envisioning confusion”—does that mean tha t 
you anticipate confusion or tha t you already have confusion?

Mr. Watkins. No, Mr. Chairman, that  indicates tha t we are en­
countering confusion and tha t is designed to form a basis for sug­
gesting to you gentlemen that if you imagine th is in four States  you 
can see what it is in the 48 States.

Mr. W illiams. The reason tha t I ask the  question is that I would 
like to know if there is an existing  problem or a problem that  is 
anticipated.

Mr. Watkins. Mr. Chairman, this  is an existing problem.
Mr. Williams. You are now withhold ing ?
Mr. Watkins. We are now withholding. It  is costing one rail ­

road $43,000 a year to do this. The Wabash, in the next paragraph 
tha t I am about to read, is paying  $14,000 to do this. We have made 
no endeavor to poll the entire industry  to ascertain a dolla r cost figure. 
This is not an academic problem with us—this is an ad hoc, practical, 
costly typical present situation.

Mr. Williams. Thank you.
Mr. Friedel. Do you get cooperation from the States? The com­

missioners from the States who testified here said that  they tried to 
correct this  situation.

Mr. Watkins. Mr. Friedel , I have an illustra tion a little later on 
in this statement which will indicate, I think, tha t in one instance 
there has been little, in fact, no cooperation. The gentlemen yesterday 
gave me the impression, and possibly you the impression tha t this 
area was all sweetness and light. There is no conflict. That  there is 
no complaint and any complaints  that  had been made had been sett led: 
that  there really was not any need for considering this problem. If  
you will take a look, if you would like-----

Mr. F riedel. If  you cover tha t later  in your statement, you may 
proceed.

Mr. Watkins. We will get to this point later, then.
Mr. F riedel. Very well.
Mr. W atkins. But I might say, Mr. F riede l—excuse me. Mr. W at­

son—tha t we have had in this one instance no similar  type of com­
pliance or suggestion of help for relief as we were led to  believe 
yesterday would be forthcoming. All we received was a jeopardy 
assessment. Now, Mr. Watson, excuse me.

Mr. Watson. Tha t is all rig ht. I want to understand this sentence 
tha t the chairman asked you about.

Mr. W atkins. Yes, sir.
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Mr. Watson. My understanding of its meaning is tha t you have 
some problems now in the four Sta tes, but all of this is an anticipated 
problem ?

Mr. W atkins. No, Mr. Watson, if I might inter rupt  you. This is 
not an anticipated problem. If  you will adver t to page 4 of my state­
ment in regard to the Pennsylvania  Railroad , they are operat ing in 
eight States  where this is required. They are not the same Sta tes in 
which the Wabash operates. It  is costing the Pennsylvania  Railroad 
$43,000 in th at situation. This is not  a hypothetical anticipatory, po­
tentia l problem. This is an existing problem. It is a costly problem. 
It  is an ad hoc problem. We live with this problem. We have our 
payrol l people working on this manually. This problem does not ad­
just  itself to automatic machine devices. There are different computa­
tions which have to be made. In the case of Detro it, for example, you 
have to figure out 25 percent of the time of the man who is actually 
working in Detroit. In the case of a sleeping-car porte r who gets on 
the train at the beginning point and goes to the termina l point he 
sleeps on the way. He does not get paid while he is sleeping—he gets 
paid while he is working ye t where you have a proration in one of the 
States that he goes through you have to determine manually and 
analyze each t rip  tha t he makes in order to determine how much pay 
he earned when he was awake.

The gentleman yesterday, I think  it was Mr. Breen from Massachu­
setts, implied tha t this was a very simple thing—that we simply 
should do th is on a mileage basis. Maybe the mileage basis will work 
where there is mileage involved but these people do not get paid on 
the basis of mileage. In the case of the sleeping-car porter, he gets 
paid on the time he is awake and what he does, not the mileage that he 
undertakes.

Mr. Watson. I believe he fur ther said, too, that  they allowed the 
carriers—and I  assume that he includes the railroads—to approximate 
the percentage of the time, and they never questioned the approxima­
tion nor the figures given them by the carriers.

Mr. Watkins. You do not resort to any approximation of the time 
worked in the pa rticular States. You try  to get the details rig ht down 
to the cent. This is a manual operation. There is an analysis of each 
crew’s trip and it is worked out to a technical nicety, to the extent tha t 
it can be done.

Mr. Watson. Thank  you.
Mr. Watkins. When it  comes to the question of the withholding, 

in general, Mr. Watson, most of these withholdings are approx ima­
tions and estimates. Very few of the States will permit you to with­
hold on the basis of the number of exemptions and credits you might 
have and anticipa ted deductions. Generally they provide that 1 per­
cent of your wage will be withheld. And the net result of this is tha t 
at the  end of the year, the facts having been determined, the individual 
taxpayer  will file his final return and he will show his then number of 
dependents. He mav have had another child bom within the year, for 
example. He will show his  deductions and so forth.  Generally, you 
find that  the total amount, of taxes is less than that  which has been 
withheld. The question then comes up as to a refund. In many in­
stances, these refunds are so small that the individual taxpayer does
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not go to the trouble of filling out more forms or getting  an attorney  
to do the job, so tha t the net result is tha t these municipalities and the 
States get  a windfall. This is true. This is a demonstrated fact.

Yesterday when the gentlemen were ta lking about the loss of rev­
enue, it was not clear to me whether they were talk ing about the loss 
of this kind of revenue or the  loss of revenue tha t you might get from 
not withholding tax on nonresidents. Certainly, there is the question 
whether i t is illegal for a S tate to lay claim to this type of revenue. 
Also whether these gentlemen come in with clean hands in opposing 
this bill.

Mr. W atson. I gained the impression from the testimony tha t has 
been adduced thus far  that there has been no charge of the State  col­
lecting taxes which were not due, but if I understand your statement 
correctly, you place such a charge.

Mr. Watkins. Definitely, Mr. Watson, in regard to your statement 
the States are imposing the tax and we are withholding the tax where 
the tax is due. But where they are retain ing funds to which they 
are not entitled, because no refund has been claimed with respect to 
them, is a question that has not been raised.

Mr. Watson. Do you not agree th at it is not the  State’s fau lt if the  
taxpayer does not apply for  the relief or refund ?

Mr. W atkins. In the testimony of Mr. Breen you will recall yes­
terday that  in the State of Massachusetts he indicated that when the 
year was over a bill was sent to the taxpayer  which would indicate 
the tax due versus the tax withheld. Where there was a deficiency 
in the amount the taxpayer would pay the difference. Where there 
was an overage the State would refund it. According to Mr. Breen’s 
statement the State of Massachusetts, at least, takes the position t hat  
where it has received more funds by way of withholding than  it  had 
a right to receive, it voluntarily , returns the amount of money.

Now, all of these States  are different. Unfortuna tely, the require­
ments are different. The statutes are different. Other States will 
put the burden on the taxpayer to file the claim for the re fund. And if 
the taxpayer decides that  the cost, either in terms of bother  or dollars, 
is not worth the amount involved, I do not see how you can really find 
fault too much with the Sta te for holding onto the funds, but whether 
it is morally right is a different question.

Mr. W atson. In most cases the State  would not know whether or not 
an individual was entitled to a tax  re fund until  th at individual files a 
return, is tha t not correct ?

Mr. Watkins. Tha t is correct.
Air. Watson. Usually, in most States, when you file a return, and if  

you are due a refund, there is a simple procedure of  merely checking 
on the form whether you w ant to apply it to next year ’s taxes or to 
receive a refund—is that not generally  true ?

Mr. W atkins. Tha t is generally true  where a refund is requested. 
I was talking to Mr. McMurray, another witness to be heard later, in 
regard to this m atter  and he migh t like to elaborate on it when he ap­
pears before you later this morning. However, there are instances 
where many attorneys have filed claims for refunds on behalf of the ir 
nonresident t axpayer clients in regard to these States and the refund 
situation has just been the  same as when you shoot an a rrow into the 
air, it never seems to land. These claims for refund  have been ignored,
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some denied. Maybe you have to go to court to get your money. Mr. 
McMurray might like to elaborate on this, because it appears to be 
something as to which he has personal knowledge.

For  your information, you may be interested to know that there is 
so much money involved in this area of refunds of excess collections 
by way of withholding that attorneys have approached many—and 1 
say tha t in capital letters underscored—employees of the Pennsyl ­
vania Railroad requesting  permission to represent them on a contin­
gent basis to prosecute claims for refunds in this area. When the 
request has been granted, the attorneys have come to the railroad. 
They have asked for the partic ular  form—it amounts to about the same 
as the W-2 of the Federa l Government—of the  Pennsylvania  Rail­
road, to represent these fellows. The administra tive burden of run­
ning back into the records and getting these forms in so many instances 
is such that the railroad has directed its employees not to honor these 
requests any more. If  the individual taxpayer requests it, that is all 
well and good. This is a good business fo r certain attorneys. This 
is on just one railroad.

Mr. Watson. I thought tha t the law forbids that  practice of an 
attorney  going out and solic iting business. You say th at is practiced 
in Pennsylvania?

Mr. Watkins. I do not know what States these men operate in. 
Our railroad employees operate in different States, but this was the 
case in regard  to the Pennsylvania Railroad. And whether it is 
against the law or not, i t does not mean that  it is not being done. It 
is sometimes against the law to exceed the speed limit but it is done, 
and it is only stopped when you get a ticket.

Mr. Watson. Excuse me for  interrup ting  you.
Mr. Friedel (presiding). You may proceed.
Mr. Watkins. It  has been pleasant talkin g with you on this. Thank 

you for giving me the opportunity.
The burden placed on the accounting division of the  Wabash Rai l­

road alone in complying with these provisions is, we believe, obvious 
and this railroad states tha t the adminis trative cost of compliance 
approximates $14,000 per year.

The Chicago, Rock Islan d & Pacific Railroad Co. tells a similar 
story with respect to withhold ing and filing of information returns  
for nonresidents. This road  goes on to say:

In  o rd er  th a t we  m ay  m ak e th e  pr oper  w ith ho ld in g de du ct io ns  from  th e in di­
vid ua ls  in  tr a in  and en gine  se rv ice,  th ey  be ing  no nr es id en ts , it  is ne ce ss ar y fo r 
th e vari ous su per in te ndents  to  ad vi se  th e ac co un tin g depart m ent of  an y ch an ge s 
in  th e  cr ew  co ns is t, and  al so  th e  ch an ge s of  re side nc e of  th e  crew . I t  wo uld  
be mo st he lp fu l to  us, th a t is, th e  Ro ck  Is la nd , if  no de du ct io ns  were mad e fo r 
no nr es id en t emplo yees.

This, of course, underscores the purpose of the bill and emphasizes 
the necessity for  its extension to employees of railroads subject to pa rt 
I of the Inter stat e Commerce Act.

If  I may depart from my statement at this point, I would like to 
insert here that  afte r S. 1719 was introduced and hearings were sched­
uled before the Senate committee, the bill came to  the attention of the 
Association of American Railroads just prior  to the hearing date. 
We had  nothing to do with the motivation of this measure. We were 
not included in the measure when it was introduced. When it came up
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fo r he ar ing we reques ted to be heard . We wanted to be inclu ded.  
Th is is a problem th at  is p res ently  hur tin g us.

Quest ions were raised  the  othe r day as to wheth er the  truckers , I 
th ink , mo tiv ate d th is  bill . W ho  mo tivated it, I do no t know, bu t I  
th ink th at  you gentlem en wou ld like  to  be  inform ed th at  we did not.  
Th is is a pre ssing  prese nt problem and  we want to be included. When 
S. 1719 was reporte d out and  passed, the  rai lro ad s were  inclu ded. It  
is ou r ur ge nt  and mos t fe rven t des ire th at  your  com mit tee will do 
likewise .

One of  the  most st riki ng  illus tra tio ns  su pp or tin g th e need for the  
enactment  of  th is leg islation  is provide d by anoth er mem ber of ou r 
associat ion. Th is sleeping -ca r com pan y ope rates in all  the  State s of 
the Un ite d State s exce pt Alaska  and Ha wa ii.  It  has an employee on 
each of its car s and a con ducto r on eve ry tr ai n  where more than  one 
of its car s is used. General ly,  these sleepi ng-ca r employees  work 
throug h to destinat ion  and , thus , in a sing le tr ip , may  cross  several 
Sta tes .

Und er  its  work rule s, these employees  receive  sleep  time en route 
fo r which the y are  n ot  paid. Simila rly , at  the end of  each tr ip  they 
also hav e thei r layovers of various  du ratio n.  Whil e these opera tions 
are  regu lar and are on a fixed schedule, th is com pan y has  a numb er 
of special movemen ts an d seasonal  opera tions  of sh or t du ratio n.  E xtr a 
employees  may  be used  to opera te in a numb er of State s in the  course 
of a ye ar.

Th is c omp any  is pr im ar ily  concerned w ith  th e pro blem of wi thho ld­
ing  on non res ide nts  fo r St at e income tax purposes. The period of 
time  such  a nonre sident  employee is in the St ate determ ines, where 
pr orat ion is used, the perce nt of his  sal ary  or  wages  sub jec t to wi th ­
holdi ng , as well as the am ount of his  exempt ion.  Th is is tru e as to 
16 of the  State s in which th is  c ompan y operates. Consequen tly,  any  
employee whose base  an nual sa lary  exceeds t hat  S ta te ’s annua l e xem p­
tion is sub jec t to wi thho lding even thou gh  his  time in the State  may  
be limited  to a sing le tri p.  Pr or at io n of sa lar y of  these  employees 
pre sen ts a p rob lem  since t he ir  r ate of pay  is no t based on miles b ut on 
hours of the  basic month .

Fu rth ermore, if tim e in the St ate is used as a basi s fo r prorat ion 
fo r wi thh old ing  purposes, th is comp any  is co nfr on ted  w ith  the  problem 
of  unpa id sleep per iod s an d layove r tim e wi th respec t to these non­
res ide nt employees  fo r which  the y are  no t paid.

To  these  problems is added ad di tio na l com plexity res ul tin g fro m a 
constan t tu rnov er  in  personnel  a nd  em ployee s ub sti tut ion  fo r v aca tion  
periods . “T he  problem s a re such  th at  no prac tic al  me tho d o f m achine  
acc ounting can do the job ,” says th is company.

There  are  in stan ces  where the  cos t of c ollect ing  a St ate tax by with ­
ho ldi ng  is  g reater  t ha n the  am ount collected on the one hand  and the  
ap pa rent  ne t benef it to the  St at e on the other.

For  exam ple, th is  same com pan y made a stu dy  of  th is mat te r in 
1962 in relatio n to  ju st  one St ate based on its  196i opera tio ns  therein. 
I t  had 172 nonre sid ent employees  fill ing  regu lar lines in th is St ate 
du ring  th is period.  Of  these,  43 ha d less t ha n 5 p erc ent of thei r time 
in the St at e;  66 more  th an  5 perce nt and less th an  10 pe rcen t; 12 
between 10 percen t and 15 pe rcen t; 11 between 15 percen t and  20 p er ­
cen t ; 29 betw een 20 percent  and 25 p er ce nt ; 4 between 25 percen t and 
30 percent:  and 7 over 30 percen t.
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Withholding on a semimonthly basis under the State withholding 
table resulted in less than 25 cents per pay day for each of these 172 
employees. Extending this for  a year on the assumption that the same 
number of exemptions and the same proportion of earnings in the State 
would remain constant as to each of these employees resulted in a 
total withholding of $1,200 for State tax purposes. However, the 
total amount due the State on an annual basis was $900, so tha t a 
refund of $300 was due the group, or less than $2 to each of  these 172 
nonresident employees. For  the $900 involved, the State had to proc­
ess each of these returns  and risk processing 172 claims for refund. It 
seems clear tha t the State would not net anyth ing in this situation. 
For this company to make the computations and the payroll deduc­
tions, each man’s time sheet had to be checked each payday. Since 
no formula method would have been accurate, this work had to be 
done manually . The result  to this company for this one State alone 
was a cost in excess of $5,000 per year ; $5,000 to collect $1,200 when 
only $900 was due.

Mr. Friedel. You do not name the State.
Mr. W atkins. I could give the name of the State, but if you will 

permit  me not to do so, I would prefe r that . I think the reason is 
obvious. I want to be cooperative, but we may have to deal with this 
State again. I did not mention the name of the company and I do 
not want to put anybody in jeopardy.

Mr. Friedel. You may proceed.
Mr. Watkins. Whether i t was Maryland or not, I do not know. Let 

us assume that it was not.
Mr. Friedel. I do not think  it was Maryland.
Mr. W atkins. I would assume th at it was not Maryland  or any of 

the other States  so ably represented here.
I t  should be noted that when this  was called to the at tention of the 

State taxing author ities with the purpose in mind of obtaining some 
measure of relief, they were “sympathetic but pointed out that  their 
law was clear and that the Commission was powerless to change it. 
Thereupon a jeopardy assessment was made against us.”

Mr. Watson. What is the jeopardy assessment ?
Mr. Watkins. That is a tax device. I t is an enforcement device 

whereby the State  fearing tha t the assets might  be removed from the 
State, or that the taxpayer  may skip the jurisdict ion of the State, 
bypasses the normal procedure for  assessment. Where jeopardy in 
assessment is involved in the collection of a tax, this procedure is used 
to l ew  on and freeze ail of the accounts and most everything else.

Mr. W atson. Is th at levied aga inst the company or the individual ?
Mr. Watkins. In this case it would be against the company, because 

they were the withholding agent. You see, the companies in this area, 
Mr. Watson, are nothing more than  agents of the collectors for the 
States in the  collecting of the tax.

Mr. Watson. That  is a novel point. We would like to look into 
that. I did not know tha t the company was responsible for the tax 
liability of the  individual.

Mr. Watkins. You are quite correct, they are not, but they are re­
sponsible for doing the job and for  turn ing  over the money, and if 
they use the funds fo r their  own use they are likewise responsible. So 
to this extent they feared tha t the money may not be available and a 
jeopardy assessment was issued in this  case.
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Mr. W, 1T8ON. The mechanics  of the  mat te r is th at the  company 
autom atical ly withho lds  the  money. The com pany does not keep it. 
They mu st subm it the  fund s to the tax comm ission  or  the pol itical 
sub div isio n involved. Is  th at  no t the  way it works?

Mr.  Watk ins . Tha t is the  way th at  th e reg ula tio ns  requ ire. Th at  
is th e p rac tical situ ation. Th ere  are  cases, how ever , where these fu nds 
have been collected and  hav e been used by the emp loyer, the co rpor a­
tion, fo r its purp oss.  Th is is not novel. I  do no t say  th at  t he  ra il ­
roa ds have been doing thi s. They are  pub lic ut il ity companies and  
are  reg ula ted  and  caref ully scru tini zed .

In  the  case of  the  Fe de ral  wi thh old ing , you may remember yea rs 
ago the  case of Viv ian  Kellems. She  was arde nt ly  opposed to th is 
withho ldin g. She  prec ipita ted  a rea l situa tio n, and she went to  jai l.

Th ere  a re oth er cases o f corp orations tod ay which are  on the  fri ng e 
of  bankrup tcy  and they need  op erat ing capit al.  Th is wi thh old ing  
money is available  and the  money has been used.

Mr. Watson. I s th at  the case in the ter ms  of  th is  pa rti cu la r 
company ?

Mr. W  atkins. I would not th in k so, because th is  company is not 
bank rupt . I t is st ill an en tity. W hy  th e St ate t ax  autho rit y thou gh t 
th at  a jeopardy  assessmen t was necessary in th is  instance , I  do not 
know. You asked me wh at  it was, and I have tri ed  to tell you. I 
do no t know why the ta xi ng  au thor ity  used th is p ar ticu la r enforc ement  
device.

Mr. W atson. You mu st agree with me th at  it  is a ra th er  novel 
situ atio n.

Mr. W atk ins . The use of  the jeo pa rdy assessment is uniq ue. I 
thi nk  th at  the  com pany fe lt ra th er  hurt  when they asked  fo r rel ief  
in thi s area  and  they only go t some measure of  symp ath y—and  no 
measure of rel ief  and ha d thi s unu sua l, as you say,  novel device  used 
on them.

Mr. Watson. All they  had to do was subm it the  taxes which were 
jus tly  due to the  tax  commission , and the y wou ld have been out of 
l he pic ture al together. Then y ou r ar gume nt wou ld have been between  
the  tax  commission an d the ind ividual.

Mr. W atk ins . The company is suff erin g only  to the  exten t of its 
cost in the collection of  th is,  you  see. An d I th ink th at  the  company 
was t ry in g to say to the taxing  a utho rit y,  “Y ou do not  r ea lly  ne t very  
much on th is.”

Mr. W atson. I agree  with  you.
Mr. W atk ins . “W hy  do you no t ju st fo rget  it ”—ins tead of th at  

the  full  onus of the  enforcement  pro vis ion s of  th at  State  law were 
thrown at  the  company. I  do no t sug ges t fo r a minute th at  the 
company was not  tu rn in g the  monev over. I feel sure th at  it did . 
W ith  thi s bac kgrou nd t hat  you so ab ly laid, Mr . W atson, I th in k th at  
you can see th at  there is conside rabl e doub t in my mind abou t the  
sweetness and lig ht  th at  was spr ead  yeste rda y by the  rep res entat ive s 
of the State  tax ing comm issions  where the y indica ted  th at  no com­
pla int  h as ever  been raised  tha t th ey knew al>out bu t where  it  had been 
raised every thing  h ad  been sett led—the y do no t see any real problem  
in thi s are a—they do not see any need  fo r th is bil l—they believe thi s 
is more  of an an tic ipa ted  evil than  a present situ atio n. I  could not  
disagree  with  any th ing more s tren uously.
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Mr. Watson. You present some facts tha t show tha t you have 

justification for your statement.
Mr. Watkins. Yes, your honor.
Mr. Watson. Excuse me.
Mr. Watkins. Before closing, it should also be pointed out that  

recourse to litiga tion in this area is not believed to be the answer. 
The rules governing the righ t of the taxing authorities to impose and 
collect taxes on nonresidents are clear and the possibility of successful 
litigation in this  area is remote. Were this not the case, the wide­
spread operations of the railroads or any one rail road  would subject 
them or it  to a multipl icity of  suits which would be costly to undertake.

The enactment of H.R. 10743, amended to cover employees of rail ­
roads and sleeping-car companies coming under  the jurisdict ion of 
Ihe Inte rsta te Commerce Commission, would be a simple means of 
alleviat ing this difficult and costly problem. With this in mind, i t is 
to be noted th at H.R. 10743 corresponds to S. 1719 as it was originally 
introduced in the Senate. In  it s appearance before the Senate Com­
mittee on Commerce with respect to S. 1719, this association also urged 
its extension to  a ll employees of railroads and sleeping-car companies 
subject to pa rt I of the Inte rsta te Commerce A ct whose regularly 
assigned duties require them to cross S tate  lines or municipal bound­
aries thereof.

As reported by the Senate Committee on Commerce on June 12,1964, 
and passed by the Senate on Ju ne 19, 1964, the bill is rest ricted to—
an employee who performs his regularly assigned dut ies as such an employee on 
a locomotive, car, or other trackborne vehicle in more tha n one Sta te * * *.

While S. 1719, as passed by the Senate, will cover the majority of 
railroad and sleeping-car  company employees who, in discharging their  
regular duties across Sta te lines or municipal boundaries, such as train  
and engine service employees, dining-car and sleeping-car employees, 
for example, it  fails to provide relie f fo r a substantial number of ra il­
road employees who are engaged daily in main taining roadway, sig­
nals, communications, and structures.

As stated above, these employees, in perfo rming thei r tasks, fre­
quently cross S tate lines, but more often municipal boundaries. This 
subjects them to the withholding provisions of any such State  or mu­
nicipality. The services of these employees are essential to the rai l­
roads in the discharge of thei r obligation to mainta in their  road 
property, operate their  trains, and so forth.

There is no logical reason why this segment of the railroad labor 
force, so important  to railroad operation, should be deprived of the 
benefits of S. 1719 as passed by the Senate. Neither is there a basis 
for distinguishing, either logically or in practice, between such an 
employee and one who discharges his duties on a locomotive, car, or 
other trackborne vehicle.

In addition  to maintenance-of-way, personnel, and so forth , as above 
mentioned, there is another group  of rai lroad employees who would be 
prejudiced bv S. 1719 as passed by the Senate. This is a relatively  
small group of employees who operate out of railroad terminals on 
motortrucks, who are under the provisions of par t I of the Inte rsta te 
Commerce Act, and who may, in the course of discharging their duties, 
cross State  lines or municipal boundaries. Neither the relative small­
ness of the size of this segment of the rai lroad  labor  force, not the  fact
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tha t they are not on a locomotive, car or other trackborne vehicle in 
the discharge of their interstate duties, is a justification for their  loss 
of the benefits otherwise provided by S. 1719.

The Association of American Railroads urges the committee to 
amend H.R. 10743 to conform with S. 1719 as passed by the Senate 
but so modified tha t it will cover not only all railroad employees 
presently included but also those who, like members of crews engaged 
in maintaining  ways, structures, signals, communication systems, and 
so forth, are required in the course of performing their daily duties to 
cross S tate lines or municipal boundaries. The committee is urged to 
receive this  request favorably.

It  is understood that other witnesses test ifying  in respect of these 
bills will urge a simila r extension of S. 1719 and offer suggested lan­
guage for its accomplishment. Since the proposals differ only as to 
wording rather  than objective as to which all are in agreement, the 
Association of American Railroads would like to reserve its oppor tu­
nity to submit its language until it has conferred with the other wit­
nesses in this regard, after which it  is believed that a mutually agree­
able proposal can be presented for  your consideration.

No attempt has been made in this statement to pinpoint the cost to 
the industry of compliance with the varied requirements of the numer­
ous State and local tax withholding laws. Nevertheless, it is clear 
from the illustrations cited tha t the cost to the indus try is more than 
modest.

Now, Mr. Chairman, and gentlemen, for a few minutes I  would like 
to suggest to you th at the substance of the bill presently under con­
sideration is not a new problem. The substance of H.R. 10743 and S. 
1719 was before the Congress in 1959 when it  had before it for con­
sideration S. 1958. That bill was passed and became Public Law 
86-283. Tha t public law’ amended section 601 of titl e 46 of the United 
States Code. The publ ic law’ reads as follows, and I quo te:

And pro vided fu rthe r th a t no p a rt  of th e wag es due or accruin g to a ma ste r, 
officer, or  any othe r seam an  who is  a mem ber of th e crew on a vessel engagetl 
in foreign, coastwise,  in te rcoa stal , in te rs ta te , or  non con tiguous tr ad e sh al l be 
wi thh eld  pu rs ua nt  to the provisio ns of the  tax laws  of any Sta te,  te rr ito ry , 
posse ssion , or com monweal th o r s ubdiv ision  of a ny  of  them.

The legislative history of S. 1958 is set forth  in United  States Code 
Congressional and Admin istrative News, 86th Congress, 1st session, 
1959, beginning on page 2530. The Senate report, issued with respect 
to this bill reads in p art as follow’s; and I read from page 2531:

Fu rth ermore,  you r comm itte e b elie ves  t hat th e cost ly and complex bookkeep ing 
impo sed on seamen an d sh ipow ne rs by mu ltiple  St ate wi thh old ing  law s is ail  
ou t of pro portio n to th e ben efit s to the St ates  in the  c ase  o f s eam en ; al l the  m ore 
so since i t is like ly th at seve ral St at es  wil l en ac t sim ila r wi thh old ing  provisio ns. 
Consequen tly,  the shipo wn er wi ll have  to pr ep are wi thh old ing ta x forms  for 
eac h sea ma n for  eac h Sta te  fo r eac h voyage coverin g the wages to be paid 
in eac h State . Sim ila rly , th e seam an  will  be subje ct to mult ipl e taxa tio n by 
a la rge num ber of St ates  and mu nic ipa lit ies . T ha t the  mul tip le St ate tax law s 
impo sed upon  the  seam an  wi ll ma ke  it  imp ossible  fo r him  to hand le his  tax 
with ou t em ploy ing p rofessi on al help.

The conference report with respect to this same bill begins on page 
2535 of the aforesaid authority  and reads in pa rt as follows:

En ac tm en t of th is  legisla tio n wil l resolve the com plicat ed quest ion  resu lti ng  
fro m at tempts by shipo wn ers  to  fol low  a my ria d of S ta te  wi thh old ing  ta x law s 
and a growing num ber of  suc h laws  in  sub div isions of Sta te s suc h as cou ntie s,
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m un ic ip al it ie s an d in. a t le as t, one in st an ce , a sch ool d is tr ic t.  The  co nf er ee s 
co ns id er ed  tli e fa c t th a t su ch  S ta te  an d loca l w ith ho ld in g ta x  laws var y wi de ly  
as  to  th e scop e of  th e ir  co ve ra ge  and th e  am ount s to be  w ith he ld . Con side ra ­
tio n of  th is  le gi sl at io n th u s bro ught ou t th e  ex is te nc e of  ta x  prob lems of  ve ry  
g re a t co mplex ity  invo lved  in  th e w ithho ld in g o f S ta te  a nd  loc al inc om e an d wa ge 
ta xes as  it  af fe ct s pe rs on s who se  sa la ri e s and  wag es  a re  de rive d from  in te rs ta te  
an d fo re ig n ac tiv it ie s,  bo th  in th e  ca se  o f pe rs on s wh o a re  re si den ts  o f th e S ta te  
or  loca li ty  fo r wh ose be ne fit s th e  ta x  is  w ithhel d  an d th e  pe rson s who  are  no n­re si den ts  o f s uc h S ta te s or loca li ties .

Now, Mr. Ch ai rm an  and gen tlem en,  if  we were to subs titute for 
the word “ship ow ners,” the words “r ai lro ad s,” “sl eep ing-car com­
pan ies ,” or  “express  comp any,” and th e word “employees” fo r “sea­
men ," th e lang uage  as r ead wou ld be as ap t in the  present  ci rcum stances  
as it was in reg ard t o S. 1958.

Assume, fo r example, th at we h ave  a res ide nt of  M assa chusett s who 
is a seam an on a boat op erat ing on a re gu la r frei gh t schedule  le aving 
Bos ton and touc hing  at  the po rts  of  New Yo rk,  Ph ila de lphia, No r­
folk , and Charlest on , S.C. Ea ch  o f those St ates  has income ta x laws, 
each  has  wi thh old ing . A t each  place th is seaman is loa din g and un ­
loa din g his  cargo  and would  be subject  to  the income tax and the  
wi thh old ing  laws of  tho se severa l Sta tes . But  fo r the fac t of  thi s 
pa rt icul ar  sta tu te , th is  would  be an onerous bu rden  to  his  employer. 
As it  is, un de r the  p res en t law l ie is sub ject  to wi thho ldi ng  in the  S ta te  
of  Massachusetts .

I  rai se th is po int , because yeste rda y one of  the gen tlem en from the  
local tax  a dm in is tra to rs  cit ed th is l aw and  sa id that  it was d is tin gu ish ­
able from the  pre sen t sit ua tio n because the  services were perfo rm ed  
on the  hi gh  seas and  b eyond the t er ri to ria l wa ters of th e U ni ted  States.  
No thi ng  could be more in er ro r and I th ink the  dis tinction  is w ith ou t 
me rit as, in  fa ct,  I  th ink is mos t of  his te stim ony .

I f  you gen tlem en wou ld like to  consider  the  c on sti tut ion al ity  o f thi s 
I will go into  i t, because I observe d you r co ncern fro m t he pe ne tra tin g 
questio ns rais ed by von lea rne d gen tlem en yeste rday and the  day  be­
for e in th is  are a. I t  seems to  me th a t these questions were  also  in ­
herent  in S. 1958; also th at the Con gress of  th at day mu st hav e con­
sidered them . Th ere is no evidence  to  the contr ary . Th e law was 
passed. I t  is the  law of  the lan d. I t  seems to me th at  th is  answ ers 
the  constituti onal questions. For your  fu rther  in form ation  I  have 
checked a nd  find no cases, n ot  a s ing le case,  in which t he  question  o f the 
co ns titut ion ali ty  of  th is pro vis ion  has  been  rai sed  o r chal lenged  in  the 
cou rts.

Th is m at te r does not  a t a ll re st rict  the righ t of  the State s to t ax.  I t 
is dir ected  sim ply  to  the ap pl icati on  of the  method of  colle cion; 
nam ely,  wi thho ldi ng  a t the source. I t  does not in any way adverse ly 
affec t th at  method. I t  cu rta ils  th e ap pli ca tio n only  in a c ert ain  area, 
in the  a rea  o f nonres ide nts . I t does no t app ly  to  all non res idents . I t 
only  appli es to nonre sid ent emp loyees of ce rta in  reg ula ted  ca rriers  
bu t no t as to all of  tho se nonres iden t employees . I t  only  app lies  to 
those nonre sident  employees whose duties req uir e them to*go into d if ­
fer ent State s in orde r to  dis charg e th ei r dail y tas ks.

An d why  do we th in k th is pa rt ic ul ar  measure is necessary? Be­
cause it imposes a cost t o t he  ca rr ie r to  with ho ld and collect these taxes . 
In  sh if ting  th is  burden from th e St at e col lec ting officers to the  ca r­
rie r, the  emp loyer, fo r coll ection purpo ses  b y with ho ld ing in the case 
of  the Pe nn sy lva nia Ra ilr oa d,  t he  cost is $43,000 a year,  i n the  case of
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t lie Wabash the cost is $14,000 a year. We do not claim that these are 
astronomical sums, but we do claim that they are a burden on these 
regulated carriers engaged in inters tate commerce; in fact we say this  
is an undue burden on interstate commerce. We believe tha t there is 
plenary authority for the Congress to  act in this area by reason of 
section 8 of  Article  I of the Constitution which empowers the Con­
gress to regulate commerce among the several States. We feel tha t 
this is an undue burden and that it fa lls within that  area of author ity.

Mr. Friedel. I want to thank you. I think tha t you have made a 
very, very strong case in the examples tha t you have given.

Mr. Watkins. Thank you, Mr. Chairman. I hope th at I have not 
exceeded my time by too much. I notice th at the  time is run ning  out, 
but this is of  v ital importance to us, and because of tha t I wanted to 
make the record patent ly clear.

Mr. Friedel. Do you have any questions, Mr. Macdonald ?
Mr. Macdonald. I did not hear the  entire statement. I have a 

question. You said tha t the seamen were distinguishable from this 
case because they were not employed locally, but were on the high  seas.

Mr. Watkins. Mr. Macdonald, my point is that there is no distinc­
tion at all in the seaman’s case from our situation. My poin t was tha t 
yesterday one of the witnesses stated tha t Public Law 86-263 was dis­
tinguishable on the grounds t hat  the services performed by the seamen 
were without the terr itor ial waters of the United States. This does 
not make any difference. I f  the seaman is tied up in a boat in the 
harbor at New York or Baltimore, Md., or Charleston, S.C., and is 
engaged in activities or not, he is subject to the laws of tha t State. 
Tha t is ju st what this bill applies to, so th at the distinction made yes­
terday in my judgment, is without merit.

Mr. Macdonald. The dis tinction tha t you make is, is it not, a ques­
tion of degree ? Most of the seaman’s time is spent on the ocean and 
much less time is spent in port.

Mr. Watkins. I do not think  tha t is a proper distinction. A man 
could be in port  a short time or a long time, depending upon how much 
cargo is involved. How long does it take to go from Boston to New- 
York ? I do not know.

Mr. Macdonald. It  depends on the ship that you are on.
Mr. Watkins. These, I think, are really, you might say, distinc­

tions without differences. The poin t of the matte r is tha t when he 
comes to a port  he is then subject to  the ju risdiction  of tha t port and 
laws of t ha t State and tha t is wdiere he gets caught for the taxes and 
withholding.

Mr. Macdonald. I am asking these questions for my own informa­
tion. If  he comes into the port a t New’ York, and he is in por t only an 
hour or 2 hours, he becomes subject to the laws of New York ?

Mr. Watkins. We have a situation  where a railroad passenger train  
goes out of the State of Illinois, crosses the Mississippi River, and 
goes into St. Louis and stops for 10 minutes to let off passengers and 
then goes on. Tha t 10 minutes subjects the  employee to tax in Mis­
souri. This time is multipl ied throughout the year. This goes on 
every day, Mr. Macdonald. If  it  is a regular run throughout the year 
and you multiply this out, you find tha t this particu lar individua l has 
satisfied the requirements of the State  law for nonresident tax liability.

Mr. Macdonald. Tha t is a very interesting point. Do you have any 
case tha t defines what makes him subject and liable ?
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Mr.  W at kins . Th e ri ght to tax  a person dep end s upon severa l 
things. One is  ci tizens hip , a no ther  his  r esidence, again  where he e arn s 
his income—those  are several  o f the  bases fo r tax . Whil e th is ma n is 
go ing  in and ou t of  t he  s tat ion in St.  Louis  he is ea rn ing his  income. 
Whil e he is loa ding  an d un load ing cargo in New Yo rk he is e arni ng  a 
sal ary . In  fac t, he g ets  paid the re.  Th is is th e basis fo r imp osing tax .

Mr.  Macdonald, Let  us say t hat i t is a 1-minute stop.
Mr.  W at kins . Th e acc um ula tion of ma ny 1-minute stop s is the  

th ing .
Mr.  Macdonald. H ow many ?
Mr. W atkins . That  dep end s upon  the St ate law. Som etim es they 

say  25 pe rcen t of  y ou r tim e in  t he  State . You have  go t to  f igure out 
how mu ch tim e h e is in the  St ate in pr op or tio n to the  tota l wor k t ime . 
An d if  it  is 25 p erc en t, he is ca ug ht  and  so is th e employer. Th is  is one 
of  the complexiti es t hat  makes t his  difficult.

Mr. Macdonald. I s th at  the mi nimu m; 25 percen t?
Mr.  W at kins . I  do no t know. I  mer ely cite  t hi s because I  alluded 

to it  in my sta teme nt  in rega rd  to  i ts ap pl icati on  in  D etro it—t he  w ith­
ho lding  s itu at ion the re.

Mr.  Macdonald. And  in St.  Lou is th at  sit ua tio n where he runs  in  
fo r 10 minu tes .

Mr.  W at kins . Th e acc um ula tion of  those 10 minutes ove r a y ea r is 
the t hi ng  t hat does it.  You see, he  is  liabl e fo r t he  ta x bu t wh eth er or 
no t he is liable  t o pa y a ta x dep end s upon wh eth er he has s atis fied  a ll 
of  t he  condit ion s of  t hat pa rt ic ul ar  S ta te  law. He  m ay be wi th in  the  
exe mpt category. He m ay be subjec t to  the ta x b ut  be exe mpt from  th e 
tax . The se a re  nice d ist inc tions .

Air. Macdonald. Tha nk  you.
Mr.  F riedel. Are  ther e any  more questions  ?
Mr. Devine . You have  done an ou tst an ding  job  of  presen tin g th is 

sit ua tio n to  us. I  have no questio ns.
Mr. W atkin s. Tha nk  you. I  ap prec iate  you r words  o f com menda­

tion . I  am ho ping  th a t Mr.  W atso n is go ing  to ask me one o f the  th ree  
questions th at  he has  been  askin g eve ry witness. I  hope th at  he will  
no t let me down.

Mr . W atson. Pe rh ap s I  do no t recall the question immedia tely  so 
we can s ta rt  off wi th  that, i f yo u rec all it.

Mr.  W atkin s. You wer e concerned, as I  recall it, in rega rd  to the 
ine quitable  trea tm en t with  respec t to res ide nt employees of a St ate 
vis- a-v is the  no nres iden t employees who might  no t be sub jec t to  th is  
wi thh old ing . I f  we ha d tw o c ont iguous  St ate s, A a nd  B , a  res ide nt of 
St ate A goes int o St at e B to  work, he becomes a  n onres ide nt of  St at e 
B. I f  he  d ischarge s a ll of  hi s fun ctions in St ate B , as  a non res iden t of  
St at e B he is su bje ct to t he  income tax  w ith ho ldi ng  of  S ta te  B wh eth er 
th is  law  is ena cted o r not. Yo ur  concern y est erd ay wyas wThat wi ll hap ­
pen  in t he  case th is  law is enacte d.

Mr.  W atson. I  believe my concern was ju st  in def inin g the equ ity  
of  with ho lding f rom th e resi dent,  wh ile n ot  with ho ldi ng  from  th e n on ­
res ide nt.  Ple ase  answer that , if  you wi ll.

Mr.  W atkin s. I  wan t to  po in t ou t th at  the  nonre sid ent is the  su bje ct 
of  wi thho ldi ng  as is  the  res iden t in S ta te  B.

Mr.  W atson. He wou ld no t be, were  th is  bill  enac ted.
Mr. W atkin s. Y es ; he wo uld  be.

39 -668— 64------7
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Mr. Watson. Subject to withholding ?
Mr. Watkins. This is the point that I want to mak e: In State B he 

is performing all of the services, lie is not going from one Sta te to 
the other  in the discharge of the performance of his services. So he 
would be receiving the  identical treatment that a resident would be 
receiving. A resident of North Carolina going into South Carolina 
and staying in South Carolian and performing all of his duties in 
South Carolina would be a nonresident in South Carolina but would be 
taxed and subject to withholding just as a res ident of South Carolina 
if this bill were on the books today.

Now, the distinction that  I think  you have in mind is what about 
the resident of North Carolina who goes into South Carolina  and in 
South Carolina picks up his traincrew assignment and goes into 
Kentucky and Tennessee and Illinois and Missouri. If  the  law were 
passed, in tha t case, he would not be subjected to the withhold ing r e­
quirements in South Carol ina because in the course of discharging his 
duties he would be engaged in interstate commerce. li e would still be 
subject to tax in South Carolina bid it would be up to the taxing  au­
thorit ies to collect tha t by means best known and available to them­
selves. He is not exempt from tax. He is also taxed in his home 
State of North Carolina where withholding applies.

Mr. Watson. Yes, s ir; but not for work in South Carolina.
Mr. Watkins. Oh, yes. He is taxed on his wages tha t he earns for 

services rendered regardless of where he renders them. And if he 
renders them p artly  in South Carolina and other places, he pays the 
tax not to South Carolina—he pays the tax to North Carolina.

Mr. Watson. Should he not pay it to the State wherein the work is 
performed or do you differ with that  ?

Mr. Watkins. I do not differ with that. I merely said, as I  said 
before, he is liable to the South Carolina tax. It  is up to the South 
Carolina taxing  authori ties to enforce their  own law. He is merely 
not subject to withholding for  that  tax.

Mr. Watson. Of course, one of the provisions for  the collections of 
the income tax is the withhold ing procedure. I believe you will agree, 
as others have testified, tha t it is a very effective way of collecting 
taxes. Would you agree with that ?

Mr. Watkins. I would agree tha t i t is one of the methods used for 
collecting but I  would not agree that it is one of the  methods used for  
enforcing it. It  is a very effective collecting device but the enforce­
ment function is still available to the State -taxing authori ties and 
the collection function is also available.

Mr. Watson. You think  that it is fair, then, and equitable to require 
the wages of the res iden t; tha t is, the tax on the wages of the residents, 
to be withheld and to exclude the withhold ing process for nonresi­
dents ?

Mr. Watkins. Yes; I  think tha t is equitable. I think  it is fair. 
I think, on the other side of the coin, where a person s its at his desk 
in South Carolina and discharges his function and draws his salary 
that  he should be subject to withholding. Where another person in 
the course of d ischarging his duties must go into different States and 
is liable for the tax  in each place, I  th ink it is up to the tax collectors 
of those places to collect it  and not to shif t the ir responsibility to a 
regulated carrier to the point tha t it is a costly burden.
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Mr. Watson. Actually, everyone has the burden of withholding 
taxes. Do you disagree with the process of withholding altogether?

Mr. Watkins. There is a considerable sentiment in tha t regard , 
Mr. Watson, because it is a costly undertaking for which there is no 
compensation. Many bills have been introduced into Congress to pro­
vide a measure of compensation to employers who have to undergo th is 
costly procedure. Whether I am in favor of it or not is really irrele ­
vant, bu t the point of the matter is that the re is a considerable body of 
opinion tha t feels tha t this is a very undue burden in regard to 
withholding.

Mr. Macdonald. Which body is t ha t; the Birch Society?
Mr. W atkins. I am not a member of the Birch Society. I cannot 

speak for it. Bills have been introduced along this line.
Mr. Macdonald. II ow fa r did they get?
Mr. Watkins. They did not get very far. I merely cite it.
Mr. Macdonald. Would you introduce a bill to do it your way?
Mr. Watkins. I do not know.
Mr. Macdonald. I t might bounce your way.
Mr. Watkins. I do not know; it might.
Mr. F riedel. May I say th at we have many witnesses present who 

have not yet been heard.
Mr. Watson. May I  just ask him another question?
Mr. Friedel. Yes.
Mr. W atson. I shall not pursue that matt er any further  because, 

frank ly, we differ on the interpretation right at the beginning. Sup­
pose this bill passed. We all agree tha t it shall not remove the liabi lity 
of the nonresident  to pay income tax on work performed within a 
State. We all agree to t ha t; do we?

Mr. Watkins. Yes.
Mr. Watson. Let me have your comments concerning a possible 

request made of the company, the ra ilroad , by a Sta te tax commission 
for the names of all employees who perform work within tha t par­
ticular State  and the amount of the work performed in that State. 
By law, i f this  is passed, you do not have to withhold and you do not 
have to  file information  returns. What would be the position o f the 
railroads should th at request be made by every tax commission in the 
United States?

Mr. Watkins. I can give you my opinion. I cannot speak for the 
industry because I am not authorized in this area, but I think  this 
would happen, and I  will say this, “You gentlemen of the State taxing 
authority, you may have your agents come in here, we will make the 
records available to you—you can go through and check all of the 
names and get all the information  tha t you want.’*

Mr. Watson. I see. So tha t the net result of that would be, in view 
of the figures th at you have given in this one par ticu lar case, where 
the tax refun d amounted to $2 each for a group of employees, that  the 
State would be ill advised to pursue any tax against a nonresident fo r 
work performed with in that State ?

Mr. W atkins. Tha t might be true. I do not really know the aver­
age on this.

Mr. Watson. So again you would consider it equitable th at the non­
resident would not pay his tax  to tha t State, although it be only $2, 
while the resident pays his tax, exen if it be only $2 ?
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Mr. W atkins. 1 think tha t is really  where the shoe pinches in re­
gard  to  these local State taxing authorities. It  was indicated yester­
day tha t one man supervises a large number of nonresident accounts 
and he was fearful that  i f this law passed tha t it would be costly to 
the State to enforce and collect—to enforce the tax—and t ha t is per ­
fectly true, because the carriers  in th is instance are paying the freight 
and defraying the costs of this undertaking. It  is on this basis that  
we think that it is an  undue hardsh ip and burden on inters tate com­
merce. That is why we are here, because we hope tha t you gentle­
men will agree with us.

Mr. Watson. I agree tha t you have a problem, bu t I believe tha t 
you as a businessman are interested in seeing governmental costs kept 
to an irreducible minimum.

Mr. W atkins. Yes, but I think that the equities are on both sides 
and i t should not be piled up to the prejudice of the  taxp ayer  and the 
railroads are  large corporate taxpayers  and this  is an expensive under­
taking.

Mr. Macdonald. If  you will yield.
Mr. Watson. Yes.
Mr. Macdonald. Aren’t these costs deductible for  income tax pur­

poses ?
Mr. Watkins. Tha t thought went through my mind too, but it 

would still be costly.
Mr. Macdonald. There would be a loss in this situation?
Mr. Watkins. There is a 50-percent loss. The rate is 50 percent. 

We spend $1 and we get a 50-cent deduction. It  costs us 50 cents to 
do the  job so that we are not free and clear. We are all gettin g the 
same rate. If  you assume th at the corporate be 50 percent, then it 
will cost us 50 cents per dollar spent because we get a 50-cent deduc­
tion for every dollar. Are you with me ?

Mr. Macdonald. I think so.
Mr. Watkins. If  it costs us $1 to do the job, and the rate  is 50 

percent, then we get a deduction tha t is worth 50 cents, and the other 
50 cents comes out of our pocket.

Mr. W atson. One final question: Ultimately, the cost of all of this  
will be borne by the user of the railroads.

Mr. Watkins. We hope there will be a lot of those, We jus t hope 
there will be a lot of those. Th at is one of our big problems.

Mr. W atson. I am sympathetic with you. I hope th at you appre­
ciate th at my questions were an a ttempt to arrive  a t the equity of the  
matter.

Mr. Watkins. We hope th at  you will be sympathetic  with us and 
give these measures your most favorable consideration.

Mr. Friedel. Thank  you.
Mr. W atkins. Thank you.
Mr. Friedel. Our next witness will be Mr. Kay McMurray, execu­

tive administra tor of the A ir Line P ilots Association.

STATEMENT OF KAY McMURRAY, EXECUTIVE SECRETARY, AIR 
LINE PILOTS ASSOCIATION, CHICAGO, ILL.

Mr. McMurray. Mr. Chairman and members of the  subcommittee, 
since we have a litt le time problem and in the interest of assisting you
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people a little bit, perhaps if we could jus t have the full statement introduced into the record I  could skip some of it and ge t to the points that  I  wish to emphasize. Would tha t be acceptable?

Mr. F riedel. Tha t may be done. And your full statement  will be made a part of the record.
Mr. McMurray. On page 1, for example, tha t page is merely a description of who we are and who we represent. Some of you are already familiar  with that.
If  you will go to the top of page  2, the first paragraph, I  will begin there.
Under current conditions, with State governments and their  sub­divisions seeking methods of obtaining increased revenues to s upport their  various programs, it is anticipated that the  problem will increase rather than diminish.
Of recent interes t to our membership is the fact tha t the tax com­mission of at least one State has taken the position th at the State has  a right  to tax Hying personnel on income earned in flying over the State even though  the plane does not touch down inside the State itself. When the foregoing is applied to schedules normally  flown, the matter of compliance quickly become almost impossible.
For example, with modern jet airc raft , a crew based in New York may fly the following schedule for a month: New York, Pittsburg h, Chicago, Omaha, Denver, Salt Lake City, San Francisco, with a non­stop return from San Francisco to New York. The return trip , San Francisco to New York, for purposes of wind advantage or to avoid storm areas, may be flown on routes as far  north as the Canadian border and as fa r south as Texas. In a month’s flying time the crew will have flown over or throu gh practica lly all the S tates of the Union with the exception of the extreme Southeast States, Hawaii, and Alaska. The next month may find the same crew operat ing a schedule as follows: New York, Cleveland, Miami, with a return— Miami, Tampa, Pitt sburgh , Cleveland, New York. (The foregoing schedules are actual examples with layover problems eliminated for brevity.)
As can readily  be ascertained, the crew will be affected by the tax matte r here under  consideration in practically every State. Let us assume tha t it is possible for the employer to determine the propor­tionate  amount of flying done over or through each State. (This alone is a problem of grea t magnitude and we doubt tha t it could be done equitably in view of the versatil ity of the aircra ft and the variables which enter the selection of flight routes.) Our people would then be confronted with deductions of burdensome proportions.In addition, since income taxes are the responsibility of the in­dividual rather than the employer, it would be necessary to file returns in each of the States in order to assure proper credit for taxes paid to one State as among all the others and so on.
If  the committee will permit a little  speculation, I am confident our members would much rath er face the most difficult hazards of thei r profession than be exposed to the maze of tax problems with 

which they would be confronted each year. We doubt tha t any accountant could provide the  answers at the  present time.
Of course, while what I  have outlined applies to our people, as other witnesses have testified to you gentlemen it is also of extreme

39 -668— 64----- 8
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concern to the  ca rriers , and we subscribe whole hea rtedly  to thei r 
pos ition . As  a mat ter of fac t, I cannot recall he ar ing a witness pr e­
cede me th at  1 cou ld agree wi th more he ar til y th an  I do with Mr. 
W atk ins who ju st  told you of  the troubles  th at  the ra il ro ad  cor­
po rat ion s have.

I  ha ve followed the hearings wi th a g rea t deal  o f intere st, an d all of 
the test imony th at  ha s been giv en has  been ap pr op riat e and necessary , 
bu t it does seem to me t ha t, pe rhap s, we ou gh t to give  some con sider­
atio n to the ind ividual,  th e citizen , t he  f ellow who rea lly  foo ts the  bi ll.

As  can rea dily be seen, no m at te r wh at ar rang em en ts are  made be­
tween ca rri er s and the  various  St ates  in the  final  ana lys is, it  is the 
peop le who I rep resent  and othe r like people who suffer, because it is 
thei r paycheck from  which th e deduction  is made.

I  am assuming  that you  cou ld ho ld th is  to prop or tio ns  th at  would 
no t be too burdensome.  But  can you conceive yourself of  being in a 
pos ition where even tho ug h you live in New Yo rk, fo r exa mple, you 
have to file St ate income tax re tu rn s in 10 or  pe rhap s 12 State s. I 
do not know how you wou ld do it. 1 do no t kno w any body who 
could rel ate  the  var iou s St at e ta xi ng  measure s to one anoth er  for 
prop er  cre di t pro  and  con, and  so on.

It  is  ju st  som eth ing  we do not  feel we can l ive  with.
There  are  a coup le of  po ints th a t I  would  like to make whi ch have 

been touched on brief ly. I  concu r com pletely  wi th Mr. W atkins  and 
I  was quite  amazed to lea rn  of  th e sweetness an d ligh t ex ist ing  wi th 
the  St ate tax commiss ioners because it  is n ot  th e way  it ha s been pr e­
sented to  me in dealing  w ith  the m on the  home fro nt . Thi s m at te r is 
cu rre ntl y a specific pro blem to  us ; at  lea st two  States  are  requ iring  
wi thh old ing  and a s of  4 mo nth s ago  one  m un icipa lity in  the cen ter  o f 
the  country  star ted it. We  do no t know how  you  would  ar rang e 
rec iproci ty among  a mun ic ipal ity  an d a State , such as Alask a, fo r 
exam ple, no r in  lis ten ing to  th e St ate tax commissioners ta lk  about 
rec iprocity  di d we le ar n w ha t is  m ean t. I  p resume t hat  i t wou ld m ean 
th at  you  w ould tak e th is  sh are , and we will  t ake th a t share , an d so on. 
I  do no t know how th is  pro blem wou ld be reso lved  bu t I  do wa nt  to 
make it  clear  that  i t no t only is a c ur re nt  pr oble m to  us b ut  one which 
is increas ing .

I  hav e ju st  witnessed  in one  St ate,  whi ch I  do no t mind naming, 
som eth ing  whi ch is pe cu lia r to  me. Th e St ate of  New Je rse y is be­
ginn ing to question how mu ch ta x they  sho uld  collect fro m a pi lo t 
based in L os A nge les who ha s to f ly over a piece o f New Jerse y to lan d 
at  Idle wi ld.  W ha t hap pe ns  to  o ur  indiv idua l member is sim ply  th is : 
He goes to the employer, an d the emp loyer, fo r o bvio us reasons, is n ot  
very inte res ted  in  argu in g too  h ar d wi th the tax commissioner of  the  
St ate it does business in. So then  th e employee  comes to us. An d fo r 
the sim ple r eason th at  the  taxe s ar e so com plic ated we do  not  have a  staff 
sufficient to hand le the tax es  in all of  th e various juris dic tio ns  and  we 
can not help the  i nd ivi dual.  We do no t h ave  th e fund s fo r t ha t. So a 
sit ua tio n develops w here g roup s o f pil ots  get  tog eth er  an d assess th em ­
selves to hi re  law yer s sim ply  to  find ou t how they  dea l wi th  thi s 
ma tte r.

And  I  sub mit t ha t if  i t reache s the  u ltima te,  an d I  a m fran k to  say 
th at I  th ink i t w ill unless so me thing  is done to s top  it , because I  ca nno t
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conceive of  one State collecting from a pilot who lands there for a 
period of time and the adjacent State  no t doing it. Eventually  they 
all w ant revenues and if it is all right for Kansas, it is all rig ht for 
Missouri, and it is all right for California. I find i t difficult to be­
lieve tha t some States will not collect it if some other States star t doing 
it. And, as we have pointed out, some are doing i t right now. So i t 
is al ready a real and present problem at this time. Moreover, it  has 
every indication of  getting worse rather rapid ly and we feel, rather ob­
viously, something should be done about it.

A while ago somebody asked, I think i t was the chairman, who was 
the sponsor of this measure. I suppose that we can take as much credit  
as anybody because this became a real problem to us about 2 years ago. 
I suppose our association did as much as anybody to sponsor thi s legis­
lation, if you are interested in tliat facet of it.

Mr. F riedel. Let me ask this  question. At the present time an air ­
line flies from Boston to Miami and re turn—where would that pilot be 
taxed as of now ?

Mr. McMurray. Probably in New York. New York has an ar ­
rangement with some carr iers. This is the other strange th ing  about 
this matter.

Mr. F riedel. The plane makes up in Boston and flies to Miami. It  
might stop at  New York and at Friendship in Maryland but-----

Mr. McMurray. Where would the pilot be taxed ?
Mr. F riedel. Yes.
Mr. McMurray. Fi rs t of all, at his domicile, and tha t could be 

either Boston or Miami, up and down the coast, so he would be taxed in 
Flor ida,  I  presume, and then at the present time he would be taxed in 
New York for the portion  of the time tha t he is there.

Mr. Friedel. Under the present law ?
Mr. McMurray. Yes; I tried  to make this  clear. In some areas 

this is just in the developmental stage so I  cannot specifically answer 
your question. I do not know, for example, how the State of New 
Jersey is finally going to  come out with the position t ha t the man out 
of Los Angeles should be taxed for the proportion of the time tha t he 
flies over New Jersey. This  is in the discussion stage at present. Id o  not know how it will come out.

The State of Oregon, is concerned, because the pilot based in Seattle 
flies to Los Angeles over Oregon part of the time. It  has fur ther 
complications. Let us presume tha t the State of Oregon can collect 
taxes for the time that the airplane is over Oregon. In order to de­
termine accurately the tax you would have to follow every trip , be­
cause weather conditions and the versat ility of the aircra ft are such 
tha t he may go westbound down off the Oregon coast 20 miles and 
never touch or go over Oregon. And on another tri p he may fly across 
Oregon. If  you are going to try  to figure these accurately it gets to 
be a problem of monumental proportions.

And as I  stated, our ind ividual member who gets his check with all 
of these deductions from it , has a difficult thing to face. Bu t the prob­
lem of filing the State  income tax returns as a ll of the laws require, 
with all of the  various States, seems impossible to us.

One other comment on the seamen’s bill-----
Mr. Watson. May I in terrupt  you there?
Mr. McMurray. Yes.
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Mr. Watson. I am sure tha t you appreciate the fact th at th is bill, if  
it should be passed, would not remove the tax liability from any of 
your individuals.

Mr. McMurray. I agree completely.
Mr. W atson. Basically, it would ju st shif t the responsibility  from 

the company to the  individual to compute the time over these various 
places.

Mr. McMurray. To the individual.
Mr. Watson. To the individual.
Mr. McMurray. Yes.
Mr. Watson. Then your individual members would prefe r to wres­

tle with this  problem, rather than have any company assistance what­
soever ?

Mr. McMurray. Yes ; they would pre fer to have a litt le money left 
in the pay check to wrestle with.

Mr. Watson. I am sure tha t we are all interested in that.
Mr. McMurray. Yes.
Mr. Watson. It  will be an additional burden on your membership ?
Mr. McMurray. Yes.
Mr. Watson. I might  say this, I can see some justification fo r hav ­

ing no tax liability so far as flying over a S tate is concerned. I can 
see that. But, actually, thi s bill does not exclude you from any liabil­
ity, and yet you, representing your association, want  this  burclen 
shifted from the  company to let each of you indiv idually  wrestle with 
the problem, ra ther than to have the company assist you?

Mr. McMurray. We are try ing  to eliminate pa rt of the problem. 
We are not t rying to el iminate the tax problem, bu t we are t rying to 
eliminate the part where you take it away f rom h im before he sees i t 
and all of the complications that  arise.

Mr. Watson. All of us have it taken away before we see it.  We 
are all faced with that.

Mr. McMurray. We do not all have it  taken away from us in 20 
States.

Mr. Watson. That is true.
Mr. McMurray. Th at is where it gets complicated.
Mr. Watson. Th at is true. I can see some justification  for non­

taxation of pilots, for example, fo r just flying over a State, but a t the 
same time this bill would jus t s hift  the burden from the company to 
you individually.

Mr. McMurray. That is correct.
Mr. Watson. And your members want to wrestle with this  problem.
Mr. McMurray. Th at is correct.
Mr. Watson. And leave the company out of it ?
Mr. McMurray. Yes. Under  curren t and future  withholding prac­

tices, money would be deducted from the employee’s paycheck fo r all 
affected States. At the end of  the  year, it would be necessary fo r the 
individua l to file requests for  refunds from the various States, which 
refunds  would be due him as a result  of the interplay of the various 
credits which States allow fo r taxes  in other tax ing districts. It  does 
not seem equitable to us tha t, due to the nature of his employment, an 
individua l should have his salary withheld  in an excess amount. We 
are not contesting proper taxation but  we do object to this system 
which by its very nature constitutes an undue  burden on the individual.
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Mr. Macdonald. And I suppose tha t the corollary to that would 

be that the pilot  feels tha t he would not want to pay the tax—is that about the size of it ?
Mr. McMurray. Tha t is an assumption tha t you can make about my membership tha t I will not. I think tha t they would be honest about it.
Mr. Macdonald. I do not see why any State  should ta x you just  to 

fly over it—you are not doing any business in the State. The air  is 
controlled by the Federal Government. I do not see what  justi fica­tion a State would have for doing that.

Mr. McMurray. I agree with you, but from the comments we are 
running into, if you do not  do something we are faced with it. We 
are a rguin g about it right now. It  may sound ridiculous to you.

Air. Macdonald. Wh at is the basis th at they say they have a r ight to do that?
Mr. McMurray. I do not know. It  is a matt er tha t has recently 

come up. As a m atte r of fact, I will tell you how I came across it. 
The most recent example comes from the members in the area involved. 
They say t ha t in some instances the tax  commission has come to them 
and said, “We have got to s tar t paying taxes on flying done over the 
State. Wha t will we do?” And in the last year I  have received any number of such complaints.

As the Congressman from Kansas testified yesterday, the airline 
pilot group in Kansas City, in tha t area, came to him personally w ith­out any urging  and presented this problem to him.

Air. Macdonald. I think tha t you have a problem, all right , if the 
States are doing it. I could not agree more. I do not think t ha t this bill is the answer to your problem, however.

Air. McAIurray. Not the tota l answer but it certain ly would be a 
measure of relief from the withholding th at cu rrently  will come about.

Air. Macdonald. Wh at State  is that tha t you say in your statement presently does it ?
Mr. AIcAIurray. Alaska and the municipal ity of Kansas City, and 

this happened just 6 months ago. Aly presumption is—and I think 
it would be a fai r one—tha t if Kansas City put in a withholding tax 
G months ago, approximately, some other municipali ties can be antici­pated to do it 6 months from now.

Air. Macdonald. Tha t ta x is on the people who are based there?
Air. AIcMurray. No; who fly through. It  is an arb itra ry agree­ment, with the management.
Air. Macdonald. AVhy do they feel th at they have the  right  to tax?Air. McMurray. They jus t decided it.
Mr. Williams (presid ing). If  you will yield.
Air. AIacdonald. Yes.
Air. Williams. Could you furnish  that?
Mr. AIcAIurray. I did not bring  i t down. It  is the understanding 

tha t the company has with the municipality  as to the percentages and 
so on. I will be very happy to  mail tha t to you, if  you want that.

Mr. Williams. This bill will not  cure that.
Mr. McMurray. It  would stop the withholding.
Mr. Williams. But  it would not relieve the employees of the burden of having to pay the tax.
Air. McAIurray. Tha t is correct.
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Mr. Williams. And to some extent you stil l would suffer.
Mr. McMurray. I agree with you, except tha t if you cannot take 

away all of the pain, it would help to take away a li ttle of the pain. 
Maybe tha t is it.

Mr. W atson. And the States would not pursue it as easily as they 
are doing it now.

Mr. McMurray. Some of my membership might t ry  to evade it,  I 
agree tha t might happen, but my membership will not do anything 
but  the proper thing , and pay their taxes, you know.

Mr. Watson. But, of course, we all try  to avoid as many taxes as we
can. . .

Mr. McMurray. Legally, they would probably try  and do it just 
as you and I would.

Mr. Watson. We all would.
Mr. McMurray. Yes.
Mr. W atson. I am concerned about your problem. I do not  th ink 

tha t this bill would do anything to help you there.
Mr. McMurray. We do not feel tha t way. At least you have money 

left, in the paycheck.
Mr. Watson. As you pointed out to me earlier, your membership 

consists of those who are all honorable, and I am sure tha t they are very 
able men. Being so, if they realize tha t a State is looking to them 
for income taxes, they would go ahead and voluntarily file in tha t 
individual  State. So you will have this problem. I t will be a 
continuing one.

Mr. McMurray. We are in agreement. It  does not solve the total 
problem, I agree.

Mr. Macdonald. What  about a chartered plane, say a ball club uses 
a chartered plane, to go from Boston to San Francisco or San  Diego— 
who would take care of tha t ?

Mr. McMurray. We would have to make a couple of other assump­
tions. Did they char ter the plane from one of the regular carriers, 
say such as United,  to go from Boston to Los Angeles? It  would be 
treated  as a regular scheduled run, because it would have the next 
pilot up and his salary  would be paid by United. It  would be han­
dled the same as a regularly scheduled run would be.

Mr. Macdonald. Say that i t is a supplemental car rier.
Mr. McMurray. If  it is a supplemental carr ier I cannot answer 

your question. It  would depend on the State he is based in and we 
have them all over.

Mr. Macdonald. H ow would the local tax people know about it ?
Mr. McMurray. Taking a supplemental carrie r, we have a large 

one based in Nashville. He keeps a regular pilot  crew, and he 
deducts social security and workmen’s compensation. He would han ­
dle it the same way. All of these supplemental carriers  have certi fi­
cates from the Civil Aeronaut ics Board, have pre tty decent accounting 
systems because they are subj’ect to all of the  laws.

Mr. Macdonald. Thank you.
Mr. McMurray. Can I make one more comment and then I am 

through , and tha t is with respect to the seamen’s bill. I agree com­
pletely with Mr. Watk ins tha t the seamen’s law and this bill are 
synonymous and exactly the same. It  is a strange thing  tha t each 
time we think of a seaman, we think  of those that operate at sea, but
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a man who gets on a ship and goes down the Mississippi River is also a seaman, such as on the intercoastal and inland waterways, too. And I will stand corrected if tha t is not true. I really cannot refer  to a seaman as someone who just  touches the Xew York area, for example, and spends the rest of his time going across the ocean.Our people, for example, do not spend much time in the United States  when they leave Kennedy A irpo rt to go to London. They are outside the terr itoria l waters of the United States in a very short order  but they pay withhold ing on all of the money th at they earn, whether it is in Germany or any place else. So there is no differen­tiation in the two bills so fa r as we are concerned. Congress has al­ready looked at the problem, has studied it , and has passed a law and we are just  asking for a similar trea tment, because it is difficult to ex­plain to a pilot why a man running a ship out of Boston is tr eated differently than he on an airplane out of Boston. They are both in interstate commerce and both are carry ing goods and serving the public.

Thank you. We will be glad to furni sh any additional informa­tion you would like.
Mr. Williams. Than k you, sir. As stated previously, your pre­pared statement  will be made a pa rt of the record at  this point.
(The prepared statement of Mr. Kay McMurray follows:)

Statement of Kay McMurray on Beha lf of Air Line P ilots Association
Re a bill to exem pt ce rta in wages and sal aries of employees from withholding for tax  purposes und er the  laws of Sta tes  o r subdivisions thereof other tha n the Sta te or subdiv ision  of the employee’s residence

The Air Line Pilo ts Association is an associat ion of the  professional airl ine  pilots of the scheduled U.S. car rie rs.  At present,  it  has a membership  of  18,000 active and inac tive  members employed by 47 certi ficated airlines.  The  associ­atio n represe nts air line pilo ts in all aspects of their professional life. It  i s t hei r barg aining agent under the  Rai lway  Labor Act, maintain s an extensive air  safety  organiza tion  in 141 councils  sca tter ed throug hou t the United Sta tes  and foreign count ries, and is spokesman for  the air line pilo t in his rela tion ship with  municipal, State , Federal, and  in ternat ion al o rgan izations.Internatio nal ly, we ar e a n active part icipant in the International Federa tion  of Air Line Pilo ts Assoc iations which is a federa tion  of the pilots represen ting  organiza tions of 43 countries  and represe nts the  professional pilots of pract ica lly all  civil avia tion  in  the  world outs ide the Iron C urt ain  countr ies.We are  pleased to app ear  before you today  to stat e and discuss our views on II.R. 10743.
The  crew members represe nted  by the  association ope rate  ai rc ra ft  through or over all of the  50 State s. Consequently, any dup lica ting  tax  compliance pro­cedures among Sta tes  and their local subdivisions quickly presents  a problem of burdensome proportions. The  ma gnitude of the problem is  appar ent  when it  is realized th at  of 37 Sta tes  imposing income taxes , 35 impose n et income ta xes  on individuals. All of them require withhold ing on the full amount  earned  by r esi ­den ts and 31 Sta tes  require with hold ing on amounts earned by residents and nonresiden ts within their  borders. In addit ion. 27 cities impose taxes and 26 req uire withho lding  as to both residents and nonres idents.
Under curre nt conditions, with Sta te governments and the ir subdivisions seeking methods of obta ining increased  revenues to supp ort the ir various pro ­grams , it is ant icip ated th at  the  problem will increase  ra ther  tha n diminish . Of recen t intere st to our membership is the fac t th at  the tax  commission of at least one Sta te has  tak en the  posi tion th at  the  Sta te has  a right to tax  flying personnel on income earned  in flying over the  Sta te even though the plane does not touch down inside t he  Sta te itsel f. When the  foregoing is applied  to sched­ules normally flown, t he ma tte r of compliance quickly becomes almost imi>ossible. For  example, with  modern je t air craf t, a crew based in New York may fly the
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following  schedule for a mon th: New York, Pi ttsb urg h, Chicago, Omaha, Denver, 
Sal t Lake City, San Francisco, with a nonstop ret urn from San Francisco to 
New York. The ret urn trip , San Francisco  to New York, for purposes  of wind 
advanta ge or to avoid storm area s, may be flown on routes as fa r nor th as the 
Canadian border and as fa r south as Texas.  In  a month’s flying the  crew will 
have  flown over or through prac tica lly all the  States of the Union with the 
exception of the  extre me Sou thea st States, Hawaii, and Alaska. The next  
month may find the same crew opera ting a schedule as fol low s: New York, Cleve­
land, Miami, with  a return —Miami, Tampa, Pitt sburgh, Cleveland, New York. 
(The foregoing schedules are  actual  examples with  layover  problems eliminated 
for  brevi ty.)

As can readily  be ascer tained, the  crew will be affected  by the  t ax  m at ter here  
under cons idera tion in prac tical ly every State. Let us assume t ha t it is possible 
for the  employer to determ ine the  propor tion ate  amount of flying done over or 
through each State. (This alone is a problem of g rea t magnitude and we doubt 
that  it could be done equitably  in view of the  v ersati lity  of the  ai rc ra ft  a nd the 
variable s which enter the selection of flight route s.) Our people would then be 
confronted  with  deduct ions of burdensome proport ions.

In addition, since income ta xes  are  the responsibility of the  individual ra the r 
tha n the employer, it  would be necessary to file r etu rns in each of the States in 
orde r to ass ure  proper  credit  for  taxes paid to one Sta te as  among all the  others 
and so on. If  the  committee will perm it a lit tle  speculation,  I am confident our 
members would much ra ther  face  the most difficult hazards  of their  profession 
than be exposed to the  maze of tax  problem s with  which they would be con­
fronted each year. We doubt th at  any accoun tant could provide the  answ ers at 
the present time.

While the  situ atio n ju st  described appl ies to aircrewmen , the  same problems 
exist  to  a larg e degree among those employees in othe r in ters ta te  t ran spo rta tion 
media. Witnesses before thi s comm ittee  will tes tify  with  respe ct to those prob­
lems. Oonsequenly, we will not burden  the  committee unduly in thi s regard  other 
tha n to sta te our support f or thi s l egis lation which would amelio rate  the  burden 
imposed on othe r groups as well as our own.

In addit ion, of course, the problems confron ted by the  employer  who mus t im­
plement a sati sfactory withhold ing procedure are  very costly and burdensome. 
We support the ir viewpoint  on this  m at ter and urge the  committee to give se rious 
consideratio n to all face ts of the problem.

As the  committee  may be aware, a sim ilar problem was considered by the 
Congress in a previous session. Af ter  due deliberation, a sta tut e, effective Sep­
tember 14, 1959, was enac ted which prov ides  relief for  merchant seamen. It  is 
our view th at  the same conside rations  which prompted previous legislative 
action are involved in t his legisla tion. Fu rth er , action  should be ta ken  promptly 
in order that  the various tax ing  bodies may have  some guidel ines in prep aring 
the ir fut ure  programs. This  will avoid ano the r serious problem which would 
resu lt in the event it became necessary  to correct  the  problem af te r Sta te fiscal 
policies and tax  procedures  had  been more fully  developed.

We also wish to emphasize th at  the  proposed legis lation does not impair the 
tax  author ity  of the  Sta tes  and thei r subdivis ions. Nor does it  relieve the em­
ployee of the  liability  to pay tax es which are  prop erly  due. It  merely  relieves 
the  employee and employer  from collect ion procedures  which create  difficulties 
out of proportion  to benefits which the  tax ing  bodies might derive. In fact, as 
indicated, if the situ atio n is not corrected, the  individuals  whom we repre sent 
will shor tly be confronted with a problem  of filing tax  ret urns  with  which the 
indiv iduals simply cann ot cope.

We apprecia te thi s opportu nity  to app ear  and present our views on II.R. 
10743. We urge adopt ion of the bill and wish to assure  you of our desire to 
ass ist in any manner possible to a id the  subcommittee in its  delibe rations on th is 
proposed legislation.

Mr. Williams. Are there any fur ther questions ?
If  not, let me say tha t we have scheduled today Mr. Donald S. 

Beattie, Mr. Pendleton, and  Mr. Walsh representing the National 
Association of Motor Bus Owners and Mr. John C. White, represent­
ing the Priva te Truck  Council of America, Inc. They constitute the 
remainder of the witnesses scheduled on this legislation.

The committee finds it self in a rather difficult position due to the 
fact that  we have to adjourn  in  the next 4 or 5 minutes.
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The House is called into session. We have an alterna tive. I will 

go off the record.
(Discussion off the record.)
Mr. Williams. If  you will give the repor ter your statements we will lie very happy to include them in the record. We might have 

some difficulty in setting a date for next week.
As you know, we are down the final stretch of the congressional session and we have to change our plans from day to day.
As you gentlemen have already found out, we will be happy to re­ceive any statements if it is agreeable to you.

STATEMENT OF JOHN C. WH ITE, MANAGING DIRECTOR, PRIVATE 
TRUCK COUNCIL OF AMERICA. INC.

Mr. W hite. I am Jo hn C. White,  of the Private Truck Council of America, Inc. I appreciate your problem. I think tha t we would be perfect ly willing to file the statement th at we have, hoping tha t it would be read. I merely call your attention, however, to the fact that 
we do suggest in our statement tha t an additional amendment might be necessary, because heretofore all of the testimony tha t you have heard relates only to the regulated carriers, whereas ou r people are private truck operators, nonregulated but it has exactly the same burden in intersta te commerce.

Mr. Williams. Your statement will be read and attention will be given to any suggestions for amendments.
(The prepared  statement of John C. White follows:)

Statement of J ohn C. White. Managing Director, P rivate Truck Council of 
America, I nc.

My name is John C. White , and  I app ear  as managing director  of the  Pr iva te Truck Council of America, Inc.
This  council, inco rporated  under the  laws of t he Sta te of New York, w ith pri n­cipal offices a t 711 14th Str eet NW., Washington, D.C., is a nonprofit org anization  composed of pr iva te motor  truck owners, or “pr iva te ca rriers  of prop erty  by motor vehicle,” and of other  organization s of  such owners.
Constitu ting council’s nationwide membership  are  companies of many kinds which operate vehicles as an incidence to other more prim ary  business en ter ­prises. Pr iva te truck  operations  are, for example, conducted by bread,  petro­leum, chemical, beverage, meatpacking , da iry  products,  and  various other com­panies. Council’s membership also includes trade  associations whose members are  sim ilarly engaged in operat ing motor vehicles.
Council’s bylaws  provide in pa rt that  its purposes shal l include cooperating with  governmen tal agencies in the  public int ere st and  in the  inte res t of safe and economic opera tion of privately  owned moto r trucks  and presenting to such agencies the views of private  motor tr uck  owners.
We app ear  for the  purpose of asking the committee to amend H.R. 10743 (S. 1719) so t he proposed new section  226A of the  In ters ta te  Commerce Act will be applicable to priva te truck ope rato rs as well as common and  con tract car rie rs. As p resently  worded, it is not applicable  to “private carri ers,” though the burden to interst ate commerce c reated by these Sta te and local taxes is the same whether reference be had to common, con trac t, or priva te carr iage .
We are not prep ared  to discuss constitutional questions with  respect to the  bill, but should the  commit tee decide th at  the bill is constitu tional and should be favo rably repor ted, we ask for correctio n of  what m ay have been a technical over­sigh t in making i t inapplicable to “priva te car rie rs of p roperty  by motor vehicle.”The bill in its  p resent  form is not  applicable to such ca rriers  for the following reas on :
As concerns employees driv ing motor  vehicles, the  amendmen t of the In te r­sta te Commerce Act would be in the form of a new section 226A of th at  act. For  quick reference, i t re ads  in p a r t:
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“No p ar t of the  wages or sal ary  paid by any motor carrier sub ject  to  th e pro­
visions of th is pa rt to any employee who performs his regular ly assigned duties 
as such an employee on a  motor vehicle in more tha n one State , shal l be withheld 
for  tax purposes pursu ant to the  laws  of any Sta te or subdivision thereof other  
tha n the Sta te or subdivis ion of such employee's residence, * * *”

The new section  would, as presently  worded, be app licable only to employees of 
“any motor ca rrier. ” By definition  “motor ca rri er” is res tric ted  to common 
and con tract carriers  unless specific reference is made  to include “private 
carrie rs.” The simple amendment which  we recommend will cure  th is omission.

Subsection 203(a) of the  act, which includ es definit ions of “common car rie r 
by motor vehicle,” “contrac t ca rri er  by moto r vehicle,” and “pr iva te carrier of 
property by motor  vehicle,” provides in its parag rap h (10) that

“The term  ‘motor  ca rri er ’ includes both a common ca rr ie r by motor vehicle 
and a  cont rac t carr ier  by motor vehicle .”

Subsection 204(a) then  goes on to provide , in its  parag rap h (3) , that  it shall 
be the  duty  of the  In ters ta te  Commerce Commission :

“To establish  for  priv ate  carriers  of prop erty  by moto r vehicle, if need there­
for is found, reasonable requ irem ents  to promote safety  of opera tion,  and to 
tha t end presc ribe qualif ications and  maximum hours of service of employees, 
and standard s of equipment . In  the  even t that such requirements are estab­
lished, the term ‘motor  carrier’ shall  be cons trued to include private carriers of 
property by motor vehicle in the adm inis tration  of sections 204(c) ; 205; 220; 
221; 222 (a) , (b) , (d), (f ),  and (f f) ; and 224” [Em phasis supplied .]

Since such requi rements, in conformance with  this paragraph , have  been estab­
lished by the  Commission (49 C.F.R. pts. 190-197), the  term  "motor ca rri er” 
encompasses “priv ate  ca rri er  of proper ty by motor  vehicle ,” but  only to the 
extent enum erated. Therefore , our suggested amendment would merely require 
the addition of “226A” as one of the  sections to be construed as  including  
“priv ate  car rie rs o f property  by motor  vehicle.”

Specifically, th is amendment  could  be st ate d a s fo llows:
Parag rap h (3) of subsec tion (a) of section 2G4 of the In te rs ta te  Commerce 

Act is amended by s trik ing  out “and  224” an d inserting in lieu thereof “224; and 
226A”.

To more clearly und ers tand why we suggest  this amendment, it  may be inter­
esting  and even helpful to quote from a few of the many let ter s which council 
members have w ritt en  abo ut this  subjec t.

An Ind iana member says th is :
“We are  a comparatively small manufacturin g operatio n but  we opera te our 

own fleet of trucks  a nd we travel  t hrough  anywhere  from 20 to 30 of the various 
States in the  course of making ou r deliveries. Since many of these deliver ies 
are  ra ther  long hau ls and  are  not made on a specific and repetit ive route  basis, 
we would have a fan tas tically difficult problem of determin ing how much of 
each dri ver’s time was  spen t in each  Sta te and how much of his pay might be 
subject to withholding in var ious State s. The whole idea is so preposterous 
that  one would hard ly thin k it  could ever  even be considered. If  we had this 
kind of a problem, I can well imagine th at  with  even our  small fleet it would 
take the full  time of at  lea st one clerk  in order to  keep these records. This  
would not include the  time required in making up tax  ret urns  and filing such 
in all of th e States and making paym ent for  th e taxes and  then accounting for it 
to the indiv idua l employees .”

An Illinois member says  t h is :
“We operate a fleet of nine tru cks and  in the  course of a year’s operations, 

we tr avel in approx imately 42 S tat es delivering goods of our  own manufacture.
“If  as few as six or seven Sta tes  or citie s pass laws  requiring us to withhold 

taxes on wages earned in these  Sta tes,  we would be compelled to switch  our pay­
roll procedures to a manual operation . With the add itional  burden of the many 
tax  reports  we would have to file, th is  would probably mean one more person 
would have to lie added  to our overhead.

“The ex tra  cost to us would be as much as the Federal  tax es on income of all 
our driv ers and would probably be 10 or 12 times  the  revenue derived by the 
taxing author ities.”

A North Carol ina member says t h is :
“Since we are  operating  our  fleet of vehicles in 22 S tates we feel that  if pr i­

vate truck operators are not  exem pt there will be no end to the  various States 
levying this  income tax  on our  drivers. This will req uire us to set up a full 
bookkeeping system to handle only the  payroll withhold ing taxes levied by the 
various  States  and cities.
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“In the 17 various branches which we operate, we have drivers which we 
term ‘branch drive rs’ and, in addition to this, we have our ‘long-line driver s’ 
operating out of 4 of these branches. On most part, the branch drivers cross 
the State  lines into the surrounding States and, of course, the long-line drivers  
are traveling  through  22 various States in our scope of operation. Most cer­
tainly as this type of tax spreads, if it is allowed to do so, it would be a tremen­
dous cost to us and again still not n et a tax revenue to the various States of any 
sizable amount.”

A New York member says t his :
“At pre sent we ar e actual ly withholding for the cities of Struthers. Ohio, and 

Hamilton, Ohio. There are  others in the Midwest as well as in New England. 
This is becoming an increasingly grave problem.

“As fa r as our motor vehicle operations are concerned, each time this occurs 
our costs are increased accordingly. It  would jus t be a question of time as to 
when our costs would become prohibitive. The extension of this concept of tax 
collection is a burden on intersta te commerce and should be curtai led.”

A Pennsylvania member says this :
“We are a bakery concern with trucks and trac tor trailers engaged in inte r­

state commerce. To withhold State  taxes from a State other than  which the 
employee resides would impose severe economic hardship on both our company 
and, undoubtedly, also our affected employees.”

A Michigan member says th is :
“We would urge the council to do everything possible to have proposed legis­

lation (S. 1917) amended to include the exemption of private carri ers along 
with the for-hire car riers .

“This piece of legislation is very important to us as we operate through and 
into many States. The cost of administration in such a program would be 
prohibitive.”

A Minnesota member says th is :
“We have the same trouble in Minnesota. They have  a regulation tha t states 

tha t anybody tha t earns  an excess of $700 in Minnesota, even though he is a 
resident of North Dakota, we must withhold tax. This means that on our truck- 
drivers, and several supervisors, we must maintai n records and determine how 
much North Dakota residents have earned in Minnesota up to $700 and then 
withhold. With truck drivers switching around, we spend a great deal of time 
trying to keep track  of all of this.

“The State of Oklahoma wants  income tax withheld from our employees in 
Kansas who cross into  the  Oklahoma territor y.

“Montana would like to have us withhold tax on our drivers, who make trips into Montana.”
Thus, the committee can readily understand why the exemption should be 

extended to cover priva te truck oj»erators jus t as it does common or contract 
carriers. Each of the three  kinds of truck operations are similarly affected 
and the burden to inte rsta te commerce will be of equal severity.

STATEMENT OF DONALD S. BEAT TIE , EXEC UT IVE SECRETARY - 
TREASURER, RA ILWAY  LABOR EX ECUTIVES’ ASSOCIATION

Mr. Beattie. I am Donald S. Beattie, executive sec retary-treasurer of the Railway Labor Executives’ Association. I have a very brief  statement. It  is in support of the testimony given by Mr. Larsen 
and by Mr. Watkins, and I would like to file it  for the record and to call attention to the second page where I have suggested that  an amendment to cover all railroad employees be made.

Mr. Williams. All right . Thank you very much. Your state ­ment will be made a pa rt of the record.
(The prepared statement of Donald S. Beattie follows:)

Statem ent of Donald S. Beattie, E xecutive Secretary-Treasurer, R ailway  
Labor E xecutives’ Association

My name is Donald S. Beattie. I am the executive se cretary-tre asurer of the 
Railway Labor Executives’ Association, which has its offices in the Railway 
Labor Building, 400 Fir st Street NW., Washington, D.C. My purpose in appear-
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ing before you today is to express to you the  posi tion of our association in regard 
to H.R. 10743 and S. 1719.

As you may know, the  Rai lway  Labo r Exec utives’ Association is an unin­
corporated association of th e chief execu tive officers of the  standard natio nal  and 
inte rna tional  rai lwa y labor organization s, represen ting  vir tua lly  all  rai lroad 
employees in thi s country, pu rsu an t to the  provis ions of the, Railway Labo r Act. 
In speaking of railway  employees I ref er to the  employees of the  rai lroads , the 
sleeping-car companies, and the  Railw ay Express  Agency.

One of the  purposes of the  Railway Labor Exec utives’ Associat ion, or the 
RLEA, as it  is usua lly called, is to represent  these railway labor organization s 
in matters of common intere st to all the employees they represent. The  ena ct­
ment  of H.R. 10743 or  S. 1719, amended to provide evenhanded  tre atm ent of all 
railw ay employees, is a ma tte r not only of common inte res t but  of common con­
cern to all  railway employees of this country.

Many Sta tes and  political subdivisions of Sta tes require  withhold ing of taxes 
at  the source  of nonresiden ts as well as residents. To the employees I represe nt 
before thi s committee, such a requ irem ent imposes a severe  and  unnecessa ry 
burden. The money of which they are thereby deprived is necessary  to the 
sustenance of them a nd their  families.

While it is tru e that  overcollectiou of wages  is subject to refunding af te r the 
end of the year,  the re is no just  reaso n why employees should be depr ived o f the 
use of this money during the  year.  Nor is the re good reason to burden em­
ployees with the maze of accounting  an d pape rwork requ ired to secure th e re fund  
of money unju stly  withheld. In  many instances, the  Sta te and  local tax ing  bodies 
are  un justly enrich ed at  the  worker’s expense because th e amount  of refund does 
not jus tify the effort involved in supp orting claim for  recovery.

I might also point  out th at  the trend  tow ard  enlargem ent of tax bases on 
the pa rt of Sta te and local tax  jur isd ict ion s coincides with a trend toward 
greate r mobility of railway employees over larg er geographical areas. If  there­
fore seems cle ar t ha t th e tax  problems confronting r ailw ay employees, as complex 
as they are  today, most likely  will become worse unles s correctiv e legislation  is 
enacted.

Mr. Watkin s of the Association of American Rai lroads and  the  witness for 
the Railway Express Agency have offered cogent reaso ns for the  passage of H.R. 
19743 or S. 1719, pro perly amended to  cover al l of  the employees of the rail roads, 
the sleeping-car companies, and  the  Rai lway Express Agency. The desired re­
sult could be obtained by deletio n of the  following language  on page 2 of S. 1719.

On page 2, line 7, stri ke  out “regul arly”.
On page 2, line 8, strike  ou t “on a locomotive, car, or othe r track-bome vehicle” .
The RLEA urges the enactment of H.R. 10743 or S. 1719 provided the  bill is 

amended to exten d equal tre atm en t to all employees in the rai lroad industry .
Mr. H ill. My name is F red  Hill , and on beha lf of Mr. Pendleton 

and Mr. Walsh, we shall be glad to have their statements made a pa rt 
of the record at this point.

Mr. Williams. That may be done.
(The prepared s tatements of  A. E. Pendleton of  the Southern Grey­

hound Lines and of Marvin E. Walsh, Safeway Trails , Inc ., follow:)
Sta te m ent oe A. E. P en dle to n , Southern  G rey hound  L in e s

My name is A. E. Pend leton  a nd  I  am assis tan t comptroller for  Sou thern  Grey­
hound Lines with  hea dquarte rs in Lexington, Ky. I appea r today  on behalf of 
the  National  Association of Motor Bus Owners  which is the nat ional trade  asso­
ciation for the inte rci ty bus industry  and represents about 1,000 car rie rs who pro­
vide more tha n three- fourths  of the  Nation ’s inte rci ty transp ortation by bus. 
The organiza tion by which I am employed is a  division of Greyhound Lines, Inc., 
Chicago, Ill., and is affiliated w ith  the  associa tion,  commonly known as NAMBO.

The purpose  of thi s sta tem ent is to emphasize the  urg ent need for  enac tmen t 
of a measure to elim inate the  increasingly  serious confusion resu lting from the 
requ irements  of ce rta in Sta tes for  income-tax repo rting and withholding of wages 
paid  to employees engaged in in ters ta te  tran spo rta tion. Consequently, we 
strongly support S. 1719 as passed by the  Senate and  reques t early favorable 
action  thereon by the  House.

The need for thi s legislation is very effectively documented in the rep ort  on 
the  hearing s on S. 1719 before the Senate Committee on Commerce, and I shal l
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not impose on the time of this subcommittee by repeating the general arguments in support of the  measure. It  may, however, be helpful to the subcommittee if I describe some of the very specific problems which we face in connection with this matter. I shall base these comments on the operations of Greyhound Lines since I am most fa miliar with them.

Our company operates approximate ly 5,000 buses over 100,000 miles of route and serves some 40,000 cities, towns, and villages. We employ about 10,000 drivers, virtual ly all of whom are in inte rsta te service. We operate in all 48 contiguous States and the Distri ct of Columbia.According to the summary prepared by the Legislative Reference Service of the Library  of Congress,1 there are 31 States in which nonresidents are subject to the income tax . In addition, there  are 27 cit ies with similar requirements of which 20 require withholding for nonresidents.
While not all of these jurisdictions are currently enforcing the withholding requirements on our drivers, a number of them are doing so and this number is increasing.
Currently  Greyhound is reporting  and withholding on nonresidents in a sub­stantial number of States.  It  is true  th at there are reciprocity agreements among a number of States as was pointed out in testimony yesterday. The bus industry has had many years  of experience with all sorts of State taxes including those on fuel and levies on gross receipts, bus-miles, passenger-miles, and numberless others. Without in any way controverting yesterday’s statements by the gentle­men from Massachusetts  and Louisiana, our experience clearly indicates tha t the approach to these problems on a State-by-State basis i s extremely complex, time consuming, and, with some few exceDtions most unsatisfactory.A general  problem faced by every employer is the wide varia tion in the com­plex tax statutes  and regulations of the several jurisdict ions coupled with the fact tha t they are frequent ly revised. A nationwide employer such as Grey­hound is confronted with a monumental t ask in keeping up with the regulations quite apa rt from the mountains of paperwork involved in complying with them.Approximately 75 to 80 percent of our 10,000 drivers operate what are known as regular  ru ns ; tha t is, they cover the same territory on each tour of duty and may traverse anywhere from one to a half dozen or more States each trip.These drivers are paid on the  basis of miles run or hours worked plus certain other remuneration as provided in the union contracts. The payroll record covering thei r services reflects the specific service performed showing the origin, destination, miles run, and hours worked. Rut the magnitude of the accounting problem makes it virtually impossible to mainta in an accurate record of the miles run by each dr iver in each taxing jurisdiction. Even if such records were available they would not be a true  reflection of earnings for tax purposes because of the so-called fringe payments in addition to basic Compensation.Neither is it practicable to allocate earnings by State  on an hourly basis be­cause of the wide variat ions in schedules such, for example, as the difference between express and local service.
Finally, these drivers often change the ir regular runs three, four, or more times a year as a  result of seasonal variations in service requirements or opportunities to “bid in” a more desirable run. The result, of course, is likely to be several changes annually  in the tax jurisdict ions through which they operate.The remaining 20 to 25 percent of our drivers are  on the so-called extra  board and not assigned to a regula r run. Instead, they operate second sections of regular schedules as the demand arises, replace regu lar drivers who are  on vacation or sick leave and operate char ter trip s which account for more than 10 percent of the indust ry’s vehicle miles.
These drivers pose a tremendously complex problem with respect to tax with­holding. A charter  trip  out of Washington, for example, may be destined to any point in the United States. In the course of a single week, we may well operate several charter  trips between Washington and Chicago involving travel in five Sta tes and the Distric t of Columbia by an extra board driver who covered six entirely different jurisd ictions  during the preceding week. I believe the scope of the recordkeeping problems is apparent from the foregoing. Mr. Walsh, who will appear following my statement , will give a specific illust ration for an individual  driver.
There is one additional point to which insufficient attention has been given. Apart from the burden of paperwork imposed on employers and employees alike
1 Senate hearings on S. 1718, pp. 3 -5.
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is the fact tha t the earnings of many employees in many jurisdic tions would 
be insufficient to incur tax liability. This is especially important in the case of 
extra  board drivers. The ultimate result in this event is a fur the r burden of 
unwarranted paperwork on employees and State  and local tax officials in filing 
and processing refund claims for employees who have been deprived of a portion 
of their  earnings for varying periods of time.

I have purposely refrained  from covering many other complications in order 
to keep this statement within reasonable limits.

This opportunity to appear is deeply appreciated, and I shall be glad to 
attempt the answers to any questions the members of the subcommittee may 
have.

Sta te m ent of  M ar vin E. W a l s h , Safe w ay  T r a il s , I nc .

My name is Marvin E. Walsh and I am executive vice president and general 
manager of Safeway Trails, Inc., an interci ty common car rier  of passengers 
operating in the general area between Washington* and New York. I am also 
president of Trailwa ys of New England which provides sim ilar services in t hat  
area. Both of these companies are affiliated with the National Trailways Bus 
System and with the National Association of Motor Bus Owners.

As the previous witness has pointed out, the purpose of my appearance in 
support of S. 1719 is to supplement Mr. Pendleton’s statem ent with specific 
illustra tions of the complications involved in complying with the withholding 
requirements applicable to employees engaged in intersta te transportatio n.

The i llustra tions which I offer cover the services of two of our drivers for 7- 
and G-day periods, respectively. Both of these drivers are assigned to regular 
ru ns ; as the previous witness has pointed out, similar illus tratio ns for extra' 
board drivers would involve far grea ter complications.

I might add that, in offering these examples, I shall not repeat the general 
description of the many problems discussed in Mr. Pendleton’s testimony, with 
which I am in complete agreement, but they should be borne in mind in con­
nection wi th the  illus trations.

During the 7-day period which I  mentioned, one of our Safeway Trai ls drivers, 
who is a resident of Virginia and works out of Washington, drove a bus in five 
States and the Distric t of Columbia. Assuming tha t all six jurisdic tions re­
quired withholding, the distribution of his earnings, computed on the basis of 
miles operated, would be as follow s:

Percent of
Jurisdiction: ea rn in gs

District  of Columbia__ _____________________________________  2.94
Maryland__________________________________________________3G. 17
Delaware_________________________________________________  7. 32
New Jersey _______________________________________________ 49.4 5
New York________________________________________________  1. 38
Virginia__________________________________________________ 2. 74

In the second example, the driver, a resident of New Jersey working out of 
Philadelphia on a regular run, also drove in six jurisdictions during a 6-day 
period. The distributio n of his earnings, computed as in the previous example, 
are as follows:

Percent of
Jur isdi ctio n: ea rn in gs

Delaware_________________________________________________ 0. G8
New Jersey________________________________________________ 38. 33
New York_________________________________________________ 23. 78
Pennsylvania______________________________________________22.15
Connecticut_______________________________________________  8. 59
Massachusetts_____________________________________________ 6.47

The previous witness has described the unwa rrante d burdens imposed on 
employers, employees, and tax officials in cases in which the earnings of indi­
vidual drivers in certain  jurisdic tions are insufficient to incur tax liability. 
While I have not made the necessary computations, it would ap pear tha t such 
a situatio n is involved in the foregoing examples with respect to the Distric t 
of Columbia, Delaware, Massachusetts, Connecticut, and Virginia, all of which 
show figures below 10 percent of earnings. This includes five of the nine juri s­
dictions covered by the two examples.
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I tru st these specific cases will be helpful to the subcommittee and tha t favorable consideration will be given to early passage of this essential legisla­tion. I appreciate  this opportunity to appear and will be glad to clarify any details t ha t the members may wish to discuss.
Mr. W illiams. Let me take this opportunity  to express to the wit­nesses our  apprecia tion for your cooperation and your kindness and consideration for the subcommittee with its many problems.
That concludes the hearings on this legislation.
(The following material was submitted for the record:)

State Tax Commission, 
Jackson, Miss., July 31,196}.Hon. John Bell Williams,

Washington, D.C.
Dear John Bell : This letter is in regard to S. 1719 which has passed the Senate and is now in your subcommittee.
Although Mississippi does not have the withholding provision in its income tax  law, we do have the provision tha t requires a ll companies to fu rnish information on salary  and other income paid employees and this bill would eliminate this requirement for  int erstate transportat ion companies. We feel tha t we need every bit of information to assist us in the collection of taxes, and feel tha t this law would eliminate this source of information.
Of importance also is the position of the Federal Government taking such a large p art in writ ing State laws. We are  confident tha t our relations with adjoin­ing Sta tes a re sufficiently cordial t hat  we can solve these inte rstate problems our­selves. This bill, to me, seems jus t another step by the Federal Government in preempting our rights and prerogatives.
Your kind consideration of these facts in your committee hearing will be appre­ciated. Drop by to see me some time when you are in Jackson.With kindest personal regards, I am 

Sincerely yours,
Dexter Barr, Chairman.

State of California,
Franchise Tax Board, 

Sacramento, July 3,196}.Re S. 1719—House Committee on Intersta te and Foreign Commerce.
Hon. J ohn E. Moss,
House of Representatives,
House Office Building, Washington, D.C.

Dear Congressman Moss : Mr. Charles Conlon, executive secretary, National Association of Tax Administrators, has jus t informed me tha t during and sub­sequent to the preparation of our position on S. 1719, it  was in fac t passed on the Consent Calendar 1 without objection unbeknownst to those who have a concern in regard to this proposed legislation.
I understand tha t Mr. Conlon plans to prepare a statem ent for presentation to your committee based on the comments of the various State tax administrators.For your information, our position is summarized below. A detailed statement, which is identified as exhibit A, is attached.
1. Over one-half of the State  general withholding tax laws have been enacted within the last 5 years. Therefore, the States should be given a reasonable oppor­tunity to solve the problem, if  one exists, before Federal legislation is enacted.2. Before this narrow area of State income tax law is preempted by Federal law the Advisory Commission on Intergovernmental Relations should be requested to ascerta in the facts as to the scope of the problem and consider the  feasibility of alternative solutions to whatever problem is found to exist.3. If the bill is enacted without further study,  it  is suggested tha t i t be modified as follows:
(a) That  the provision exempting carr iers  from filing information returns or other reports for State tax purposes be deleted ; and
(&) That  i t be limited to instances where the burden of compliance upon car­riers  and their  employees is clearly disproportionate to the tax liability involved. Yours very truly,

Martin Huff, Execu tive Officer.
1 By the  Senate.
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S upp orti ng  Sta te m ent R eg ar din g S. 1719

1. Sta te withholding  was institu ted  by the  Sta te of Oregon in 1947. During 
the next 11 years 11 additional Sta tes enacted withhold ing tax laws. However, 
16 States have requ ired withho lding since 1959. There fore, over one-lialf of the 
28 withholding tax  States have put  the ir withholding tax  systems into operation  
with in the las t 5 years.

Of the  States which have a withholding tax  at  lea st five exempt nonresident 
employees of common carr iers . With  the  acce lera tion  of withholding systems 
undoubtedly Sta tes  will give more att ention to a solution of whatev er problems 
affect carrie rs and  the ir employees as well as  any othe rs of mutual  concern. 
Therefo re, we suggest that  Federal  legislation at  thi s time is prem ature. For  
this reason, we requ est that  ac tion on the  bill be deferre d unt il the Sta tes  have 
had a reasonable  opportuni ty to solve the problem, if one exists . If  it  is deter­
mined that  a problem exis ts and  the Sta tes fai l to reach a sat isfactory  solution 
with in a reasonable  period of time Fede ral legis lation may become necessary.

2. Before Federal  legisla tion is reso rted  to, it is suggested th at  the  Advisory 
Commission of Intergovern men tal Relations be requested to asc ertain  the  fact s 
as to the scope of the problem an d conside r t he  feasibi lity  of a lte rnati ve  solutions 
to any problem which may exist.

While we have not obtained a copy of th e hea ring  before  th e Senate Commerce 
Committee and  are  not fam ilia r with  the  testimony, some of the  fac ts which 
should be developed a re :
(a ) The tota l number of employees an d employers involved.
(b) The number of employees subjected to withhold ing in more tha n one 

State.
(c) Whethe r or not employees’ addresse s as shown on thei r employment rec­

ords reflect their cu rrent Sta te of residence or domicile.
(d) The number of employees which would be affected if, for example , the f irst 

$1,000, $2,000, or $3,000 ea rned  by nonresiden t operatin g personnel is exempted 
from withholding or reporting requirements.

(e) Whether or not the provisions of the  bill should be extended to other em­
ployees or employers.

(/)  Whethe r or not some a lte rnative  might be developed which  would enable 
States to  obtain information e ssen tial to proper tax enforcement.

3( a) . One of the tax  admi nis tra tor ’s most difficult tasks is to collect the tax  
due from nonres idents . These taxpay ers  seldom have perman ent ties or asse ts 
with in the Sta te where they have  earned  their  income; there fore , they may not 
be compelled to discharge  voluntarily t he ir tax  obligation.

If  employers are  not requ ired  to report  info rma tion  concerning income of 
the ir nonresiden t employees who en ter  Sta tes  in the  normal discharge of the ir 
duties and thereby incu r a tax  liab ility , proper tax  adm inistration is seriously 
impaired. Withou t this vital informa tion  nonresidents will eit he r avoid their  
just tax  liab ility  or tax adminis tra tor s will be forced  to adopt more complex 
and undoubtedly more costly enforcement techniques. Fo r thi s reason we do 
not believe tha t tax  adm inistrato rs should  be denied info rmation  retu rns .

3( b) . Admitted ly in many instances the burden of the cost of compliance on 
employers and employees is d isproportiona te to the  ta x involved. This, however, 
is not tru e where  an operating employee earns substantially all of his income 
outside of his  Sta te of residence, and in pa rti cu lar  i f his Sta te of res idence is not  
a Sta te which h as imposed an income tax.

This  Sta te has  not imposed a general  withhold ing tax , bu t withholding is re­
quired on amounts paid to nonresiden ts in excess of the  deduction allowed for 
personal  exemptions. A review of our  records discloses that  none of the motor  
carriers  have withheld tax  on amo unts paid  to their nonresid ent operatin g em­
ployees and that  the tota l amount with held  ann ual ly by ra il and  a ir  ca rriers  with  
respect to such employees is $8,000. It  is our  position th at  th is obligation does 
not unreasonably burden the  ins trume nta liti es of int ersta te  commerce which 
come w ithin the provisions of the  bill. Therefore, if the  bill is enacted at  this 
time withholding  should be continued and info rma tion  re turns furn ished where 
such requi rements do n ot unduly burden employers and  employees.
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Sta te  of M in n eso ta , 
D epa rtm en t of T a xati on ,

St.  Paul, Minn., J uly 21,1961/.
H o n . A n ciier  N el se n ,
U.S. Congressman,
House of Representat ives , Washington, D.C.

Dear Congressman Nelsen : I am wri ting to you, not as Minnesota Commis­
sione r of T axation , but as cha irman of the Committee on I ntersta te  Income Tax  Problems o f the  Nat ional Associa tion of Tax Admin istrators which is an organi­
zation of S tate  t axing officials. This  organ izat ion is very grea tly concerned with 
Senate bill 1719 which  was passed by the  Senate on the consent  calen dar  on the 
evening of J une 19. 1964, and  has now gone to the  House Committee on S tate an d 
Foreign Commerce, of which you a re  a member.

As passed by the Senate, the  bill applies to employees of all  int ers tat e car­
rie rs—trucking, rail road, airline, and wa ter—and provides that  no pa rt  of the wages or the sal ary  paid  by any  such interst ate ca rr ie r to an employee shall be 
withheld for tax purposes pu rsu an t to  the laws  of  any Sta te or subdivis ion t here­
of othe r than  the  Sta te or subdivision  of such employee’s resid ence ; nor shal l such inter sta te ca rri er  file any informa tion  ret urn or othe r report  for  tax  pu r­
poses with respe ct to such sal ary  or wages with any Sta te or subdivis ion thereof 
other than such Sta te or subdivision  of residence. (The Sta tes were not given 
an opportunity in the Senate committee hea rings to adequately express their  objection to this  bil l and we sincerely  hope th at  such an opportuni ty will be given 
to us  by the House Committee on I nter sta te  and  F oreign Commerce.)

It  is the  general feeling of tax adminis tra tor s that  this bill, if enac ted into 
Federal  law, would constitute  a serious encroach ment upon Sta te tax ing  power. 
We believe th at  such legis lation could easily be expanded lat er  to apply to 
in ter sta te corporat ions  and thu s brin g about a fu rth er  rest rict ion upon Sta te tax ing  powers. I am enclosing  copies of the  sta tem ent s which have been pre­
pared by the executive sec reta ry of the Nation al Association of T ax Admin istra­
tors rela tive  to thi s bill, and  I am sure you can  see from these  stat eme nts why the  var ious  S tates are  so gr eat ly concerned about  thi s legisla tion.

Minnesota’s income tax  law provides that  non resident employees of inter sta te 
ca rri ers be subject to our Sta te income t ax  withholding, and passage of thi s bill 
would reduce  Minnesota ’s revenue under our withhold ing law by an estim ated  $500,000 a year.

In  a memorandum directed  to Governor Ka rl F. Rolvaag on May 28, I called 
atte ntion to Senate bill 1719 and asked th at  the Governor contact  Senator  
Humphrey, Senator  McCarthy, and othe r members of the  Minnesota congres­
sional delega tion with  regard  to thi s pending legisla tion. I did not receive an 
acknowledgment  of this memorandum and directed  anoth er memorandum to the  Governor  on July 7 in which I called atte ntion to the  fact  th at  Sena te bill 1719 
had passed the Sena te without an objection from a single Senator.

Because we are  aware  of the  fact  t hat  the re is a gre at deal of pressure upon Congress now to pass  legis lation which has  been held up by the civil rights  
debate, we are  very much concerned with  the possib ility th at  thi s bill, which so 
seriously res tric ts the  Sta tes ’ tax ing  powers, migh t become law. Therefore , we respectfu lly ask that  you, as a member of the  House Committee on In ters ta te  
and Foreign Commerce, prev ail upon the  members of your  committee to give 
rep resentativ es of the Nat ional Associa tion of Tax  Admin istrators and othe r 
Sta te officials, who requ est it, an opportunity  to be hea rd on this  bill. I would also appreciate it if you would keep me advised, by te lephone if necessary, of the 
progress of this  bill in your committee.

Very tru ly yours,
R ol la nd  F . H atf ie ld ,

Chairman, Comm ittee on In ter sta te Income Tax Problems, National
Association of Ta x Administ rators.



1 1 4  STATE WITH HOLD ING TAXES IN INTERSTATE COMMERCE

Views of State Tax Commissioners on S. 17191

The tax commissioners of the following States have expressed thei r strong 
opposition to S. 1719 both on principle and because it  would eliminate desirable 
enforcement f ea tures :
Alabama Louisiana Oklahoma
Alaska Maryland Oregon
California Massachusetts South Carolina
Colorado Minnesota Vermont
Delaware Missouri Virginia
Iowa New York
Kansas North Carolina
However, all agreed tha t to the extent tha t there were demonstrable hardships 
attr ibutable to the multiplicity of withholding requirements, this condition 
should be remedied by inter state  cooperation through reciprocity agreements 
on withholding requirements, a number of which a re already in effect.

BAD PRECEDE NT

The tax administrators of many of these States made the point tha t this 
legislation was undesirable in principle and tha t its enactment would serve 
as a precedent for special tax treatment of other groups of nonresidents  who 
are employed in income tax States and subject to taxatio n therein. The amend­
ment of S. 1719 prior to passage by the Senate so as to take in two additional  
groups of nonresident employees—those engaged in railroad and water  car­
riage—is an example of what might be expected.

“ H A RDSH IP ” NOT DEM ONSTRAT ED

It was pointed out also tha t there appears  to be no need for sweeping legis­
lation of this kind ; tha t the characteristic application of withholding require­
ments did not automatically constitute a “hardship” situat ion which war rant s 
congressional action.

Mr. Paul F. Liniger, chairman of the Oregon Tax Commission, said tha t the 
Oregon withholding law—the first one enacted by a State—has been in effect 
since 1947 and tha t the commission has had no protests  with respect to the 
oi>eration of its withholding provisions tha t required more than merely an ex­
planation of the law’s application and certainly nothing tha t would indicate th at 
the withholding requirement was such an onerous one as to require the intro­
duction of S. 1719.

UN WAR RA NT ED  EX EM PTION

Actually, in some metropolitan border situations the practica l consequences 
of S. 1719 would be to provide wholly unwarranted t ax exemptions. This would 
be so, for example, in a situation where an employee based in a border city in 
State A derives 95 percent of his income from services performed wholly in 
neighboring State B on a regular daily trip  basis. Under presen t law, the 
employer withholds the tax due State  B. Under S. 1719 he would not with­
hold tax and would not even file an information return.  Neither of these re­
quirements could possibly be characterized as burdensome in any practica l 
sense let alone being sufficiently serious as to warrant action by Congress. Yet, 
because of the meat-ax approach embodied in S. 1719 both these necessary 
requirements are ruled out.

NEED  TO FI ND FAC TS

Several tax commissioners supported the suggestions tha t before any legis­
lation along these lines were enacted, the Advisory Commission on Intergov­
ernmental Relations should be requested to determine the ex tent  to which there 
are actual  hardship  situations in this area and the feasibility of eliminating 
them through intersta te reciprocal arrangements along the lines of many now 
in effect, for example, in Indiana , Maryland, North Carolina, South Carolina, 
and West Virginia, among others. This approach is suggested as much more

1 These comments were made with  respect to S. 1719 as originally  introduced and prio r 
to its  passage in the  Senate  when it  was amended to include two addi tional groups of 
nonre siden t employees.
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desirable than  tha t proposed in S. 1719 which in addition to being a  bad prece­
dent would also deprive the States of practical enforcement powers through 
the elimination of both the withholding and information retu rn requirements 
across the board as far  as nonresident employees of transp ortat ion companies 
are concerned.

EFF ECT  OF KILL  ON ENF ORC EMENT  PROCEDURES

A number of the tax administr ators  including some who would not oppose 
the elimination of withholding, said tha t in any event the bill should impose 
on the employer the  responsibility of mainta ining accura te and curr ent records 
on the actual  residence of the employee. They i>oint out tha t S. 1719 provides 
tha t the employee's s tatement is governing and th at if he lists as his residence 
a State which does not  impose an income tax, there will be no withholding and 
no information retu rn filed in any State. While the bill does not purpor t to 
affect the employee’s liabilit y for taxes in any States, the practica l effect may 
be tha t neither  the State of his residence nor any other State  will have in­
formation as to the source of earnings. Therefore, if in such a situat ion the 
employee does not voluntarily file a return , there is not much the tax official 
can do to identify and locate such a taxpaye r and collect the t ax from him.

The general feeling about the impact of the bill is summed up very well by 
Mr. Joseph H. Murphy, presid ent of the New York Tax Commission, who said t hat  
the proposed elimination of th e withholding and information requirements would 
so hamper the administra tion of State income tax laws as to constitute an un­
warra nted impairment of the rights of States to impose taxes within thei r re­
spective jurisdictions.

W ITHH OL DI NG  IS  EFFECTIVE

Another point mentioned by the tax commissioners also needs to be consid­
ered—the suggestion tha t the real objection to withholding procedures is not 
tha t they are “burdensome” but r ather tha t they are effective—tha t they make it 
possible to collect income taxes  tha t previously were evaded by nonresidents. 
For example, Tax Commissioner Leo Diehl, of Massachusetts reports tha t the 
inauguration of withholding in tha t State in 1959 more than doubled the  number 
of nonresident taxpayers filing return s—from 17,977 to 37,136—and increased 
the income tax  revenue from tha t source by $500,000. This is charac teristic of 
the experience of most of the other States in respect to the improvement in 
nonresident tax  compliance tha t was achieved by the introduction of with­
holding.

OTHER VIE WS

Four  of the States where a general withholding law is in effect would not 
oppose the enactment of S. 1719 insofar  as the elimination of the nonresident 
withholding requirement is concerned. These States are Indiana, Utah, West 
Virginia, and Wisconsin. However, all except Wisconsin indicate their opposi­
tion to the principle of the legislation  and suggest tha t interstate reciprocity 
action could solve any real compliance problems in th is area. Indiana and West 
Virginia already  have reciprocity agreements with other States and legislation 
authorizin g such agreements has been passed by th e Wisconsin Legislature and 
is before the Governor for action. By regulation, the State of Utah provides 
tha t withholding is not required on wages paid by licensed common carriers 
to employees who are bona fide residents  and domiciliaries of another State  and 
who engaged in services tha t originate outside Utah and eithe r terminate in or 
pass through Utah.

The withholding restriction  would have no effect in the Distr ict of Columbia 
because the tax there is imposed solely on the basis of residence. Because of 
its geographical location, Hawaii  would not be affected by the provisions of S. 
1719 relat ing to trucking. As in the case of Utah, an existing regulation dis­
penses with the withholding requirement on wage and salary payments to ship 
and airc raf t crew members. Mississippi indicates it would not oppose the bill 
although the withholding provision would have no practical effect on tha t 
State because it does not  require withholding in any circumstances.

The foregoing comments, i t should be noted, were made prior to the passage of 
S. 1719 by the Senate when two new groups of employees were added to those 
previously covered by the bill.
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SUM M ARY

Ins ofa r as remedial action  is called for, the  comments of most of the respo nd­
ing States might  be summ arized  as fol low s: On the  whole, it  would he the  best 
policy to permit  the  States to work out  some de minim is policy or recip rocal  
policy with respe ct to withh oldin g and info rma tion  re tu rn  requ irem ents  in the 
carrie r held so th at  undue  compliance burd ens are done away with  as they 
already have been in many State s, withou t at  the  same time elim inat ing wi th­
holding and info rma tion  ret urn  requ irem ents  in situ ations where the only effect 
of the legislation  would be to make it pra ctic ally  impossib le to collect income 
taxes  from  some nonresiden ts. It  is worthy of note in this  respe ct th at  the 
States have alre ady  worked  out reciprocal  cre dit  a rrange ments  to preven t actual  
double tax ation in situ atio ns where both the  St ate of residence and the  Sta te of 
earni ngs impose an income tax. On the  basi s of this record, they  presumably 
can work out a remedy to the ext ent  the re is one needed in th is situ ation, too.

State of Alabama,
Department of I ndustrial R elations,

Montgomery, Ju ly  30 ,19 6^ .
Hon. J ohn Bell W illiam s,
Member of Congress,
House Office Building, Washington, D.C.

Dear Mr. Williams : I under stand th at  hea ring s ar e scheduled before your 
committee  August 4 and 5 on H.R. 10743, and I would like to make  the following  
stateme nt w ith refer ence to this legis lation :

The Alabam a unemployment compe nsation law places a tax on the employee 
wages and makes  the  employer  responsible  for  withhold ing this tax . If  for 
any reason  the employer fail s to with hold  the  tax , then  the employer is liable 
for this tax.  If  thi s bill is int erp reted to apply to withh oldin g unemplo yment 
compensation ta x, I would urge your amendment to exclude this t ax.

It  is my und ers tandin g th at  sponso rs of the legislation  were pri ma rily  con­
cerned with  the States or local governments withholdin g income tax f rom  worker s 
who were not res ide nts  of th at  State. I do not believe th at  the re is any effort 
being made to lim it the  employer  from  with hold ing unemployment compensation 
tax  regar dless  of w het her  he is  a res iden t of t ha t S tate.

Committee’s cons idera tion of th is will be deeply apprecia ted.
Sincerely  yours,

Rex D. R oach, Directo r.
State of Delaware,
State Tax Department, 

Wilmington,  Del., Augu st Jt , 196't.
Hon. W. E. Williamson,
Cleric, House In te rs ta te  an d Fo reig n Commerce Committee,
House of Re pres enta tives , Wash ington , D.C.

Dear Mr. Williamson : We ar e in receipt  of an acknow ledgement of o ur lett er 
of July 23, 1964, addressed  to Hon. Har ris  B. McDowell, Jr. , regarding our views 
on S. 1719. Mr. McDowell suggested in his reply th at  we subm it to you a shor t 
summ ary of ou r views as  par t of  the hear ing  record on this  bill.

The Sta te of Dela ware  is defin itely opposed to the enac tmen t of such an 
amendmen t a s proposed in S. 1719.

While the  proposition very  innoc ently  sta rte d out as appl icable only to 
common ca rri ers  we un der sta nd several  oth er categ ories  have  alre ady  asked 
to be covered by the bill.

Pass age of such a sugges tion would  open up a Pand ora ’s box to nonreside nt 
taxpay ers  for  tax  avoidance,  if not  evasion, and definitely would  be discr imin a­
tory to special  groups.

30 Del. C., section 11 17(7 ),  defines a taxable  as every na tura l person who 
is a nonr esident of the Sta te of Delaw are to the exten t th at  such person received 
income duri ng the taxable  year as compensation for  personal  services rend ered  
in the  Sta te of Dela ware  as an employee in the  conduct of the  business of an 
employer and/o r to the  exten t th at  such person derive d net  profi ts from a pro-
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fession, vocation, business, trade, or commerce conducted in the State  of 
Delaware.

Several of the Nation’s largest industries have thei r principal offices located 
within Delaware. Included on the payrolls are executives, chemists, attorneys, 
accountants, physicians, and other professional personnel. Many of the afore­
mentioned are residents of contiguous States, namely, Pennsylvania, New’ Jersey, 
and Maryland.

Delaware has a withholding tax and employers are required to withhold 
Delaware income tax on resident and nonresident employees. Forms W-2 are 
submitted by the employers which forms are cross-checked against retur ns filed 
by the employees. New Jersey and Pennsylvania do not have an income tax 
and many of thei r residents employed in Delaware object to paying the Delaware 
income tax.

Should S. 1719 be enacted and the employer would no longer be required to 
withhold Delaware income t ax  or furnis h forms W-2 due to the employee’s non­
residence the impact on our entire tax stru ctur e is quite evident. In many in­
stances present resident  taxpay ers would give serious thought to moving to the 
nontax States to avoid the payment of Delaware taxes. This same situat ion no 

» doubt would be applicable to oth er income-taxing Sta tes.
Mr. Charles F. Conlon, executive secretary  of the National Association of Tax 

Administrators , has been advised of our position in this matte r and no doubt 
will refer to same in his presentment before your committee.

If we can be of any fu rth er assistance, please advise.
Very truly yours,

E. H. Davis, Tax Commissioner.

Office of Tax Collector,
Boise, Idaho, July  2%, 196.’t .

Hon. Compton I. White, 
nou se of Representatives,
Washington, D.C.

Dear Mr. White : I am informed tha t hearings on S. 1719 are scheduled for 
August 4 and 5 before the Subcommittee on Transp ortation  and Aeronautics of 
the House Committee on Inters tate  and Foreign Commerce. I believe tha t 
Congressman Williams of Mississippi is chairman of the subcommittee.

This bill was placed on the calendar of the Senate immediately afte r a com­
mittee report and before State  tax admi nistra tors had a chance to relay their 
opinions and thoughts on this mat ter to their  respective Senators. This bill 
would have a tendency, if enacted, to relieve some people from paying any State 
taxes and would contribute to the inequity of tax application.

For example, I know of an employee of the Camas P rair ie Railroad, which is 
headquartered in Lewiston, Idaho, w’ho lives in Clarkston, Wash., and. under 
the provisions of this bill, we would receive no withholding tax on this man 
nor would we receive an information return on his earnings. Therefore, we 
would have no record to call our atten tion to the fact  tha t we had a nonresident 
with tax  liability to the State  of Idaho. There are many other situatio ns simi­
larly applicable to trucking firms and  the soon-to-be completed wa terways trans- 

J portation activity  on the  Columbia and Snake Rivers to Lewiston.
At the present time, duplication of tax on the same income is avoided since 

all States with income tax  programs allow a deduction of tax paid to another 
State. It  seems to me tha t S. 1719 is entirely a wrong approach to correction 
of any problems which might exist, since those problems can be and, in most 
cases, are already being handled through agreements between States and co­
operative effort between State tax departments.

Mr. Charles F. Conlon, executive secretar y of the National Association of Tax 
Administrators , will appear  in opposition to this bill, and we join in the state­
ments tha t he will make, along with tax admi nistrators of a number of other 
States.

If you see this situat ion as wre do and I hope you do, I tru st tha t you will 
convey your opinion to Congressman Williams in support of our position.

Wishing you all the best.
Very t ruly  yours,

Floyd West.
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Commonwealth of Kentucky,
Department of Revenue, 

Frankfo rt, Aug ust 21,1964-
lion . J ohn Bell W ill iam s,
Chairman, Subcommit tee on Transportation  and Aeronautics, House Committee 

on Inte rstate  and Foreign Commerce, Longworth House Office Building, 
Washington, D.C.

Dear Congressman William s: Your committee is p resently studying  proposed 
legisla tion S. 1719, and the purpose of this let ter  is to reg iste r stron g opposition 
to passage of this bill. Unfortunately , S. 1719 passed  the Senate with  litt le 
atte ntio n having been given to it  by the  States . I hope thi s situation can be 
corrected , however, before your committee by presenta tion on the pa rt of the 
various States of the many reasons why S. 1719 would be a disservice to tax­
payers general ly as  well as to the State s.

This proposal is highly undesira ble in principle, as it provides special tax  
treatm ent  for certa in limited groups and would be an exceedingly bad precedent 
for other special in terests seeking special tax trea tme nt. Based upon Kentucky’s 
experience wi th income tax  withho lding  since July 1,1954, th ere  is no evidence to 
support the claim that  withholding automatically  constitu tes a hardsh ip situa­
tion warran ting  congressional action . This  view is concurred in by oth er Sta tes 
having long experience with withhold ing.

If  such legislation should be enacted,  it would, under cer tain conditions, pro­
vide completely inequ itable tax treatm ent between taxpayers.  To illu strate , 
consider the case of two Greyhound bus drivers, one living  in Cincinnati, Ohio, 
and driving a daily  Cincinnati, Ohio, to Lexington, Ky., round trip  and  the 
othe r living in Lexington, Ky., an d driving a daily  Lexington,  Ky., to Cincinnati, 
Ohio, round trip. The employer, the Greyhound Corp., of which the southe rn 
division is located in Lexington,  Ky., would withhold from its driver  living  in 
Lexington, Ky., and exempt from withholding  its driver  living in Cincinnati, 
Ohio. In case of both drivers, prac tica lly the ent ire mileage driven would lie 
in Kentucky.

In addition to the  obviously unfai r treatm ent  of the two taxpayers mentioned 
in the  example, Kentucky could have gre at difficulty in enforc ing and collecting 
its  tax  from the driv er resid ing in Cincinnati. Furtherm ore,  such a taxpay er 
might well find it  difficult to pay a lump-sum tax  li abili ty at  the end of the year  
due by reason  of the  employer not being requ ired to withhold.

The provision of S. 1719, to the  effect th at  the  tax pay er’s statement as to his 
Sta te of residence is governing, would be an open invi tation to tax evasion for 
such persons as would choose to list  the ir Sta te of residence  as one th at  does 
not impose an income tax.  The  burden upon the Sta tes to police such a loose 
situatio n would be intolerable. In effect, the States would be placed in the 
position of simply accepting volu ntar ily filed return s and “contr ibut ions” from 
nonresident  taxpayers .

It  is a ma tter  of record that  the  various States are  v ital ly concerned with  the 
subject  ma tter  involved in S. 1719, and majo r progress has  been made in recent 
years toward resolving problems involving unnecessary burdens upon taxp ayers 
and multis tate  employers. To document this  point, Kentucky  has  in effect 
reciprocal credit arra ngemen ts with Indiana,  West Virginia , Virginia, and 
Missouri—the only four of its  adjoining neighbor Sta tes  hav ing income tax laws.

It  is sincerely hoped that  your committee will give th ough tful  consideration to 
the  many objections to S. 1719, and will, if it reports, submit an unfavorable 
report upon this  proposed legislation. The problems inherent in its passage 
should not be imposed upon taxpay ers  or the States .

Sincerely,
J. E. Luckett, Comwtasfower of Revenue.

State of New York, 
Department of Taxation ano F ina nce ,

August 11, 1964-
To: The Subcommitee on Transporta tion  and Aeronautics of the  Committee  

on Interst ate and Foreign Commerce of the  U.S. House of Representatives.Re position on S. 1719 and II.R. 10743.
The New York State Departm ent of Taxation and Finance is opposed to both 

S. 1719 and H.R. 10743. Both bills would amend the In terst ate Commerce Act
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to prohibit the withholding of State  income taxes from wages or salaries paid 
to certain  employees of carrie rs, S. 1719 covering railro ad carr iers  and water 
carriers in addition to motor and air  carr iers  covered by H.R. 10743. The bills 
also would prohibit the tiling of information retu rns or reports with respect 
to such wages or salarie s with any State or subdivision other than the State or 
subdivision of the employee’s residence.

As the employers covered by the bill will remain subject to the withholding 
and information report tiling requirements of the U.S. Internal  Revenue Code, 
it is difficult to see how the rather limited relief with respect to State  income 
taxes offered by S. 1719 and H.R. 10743 can be viewed as a valid regulation of 
commerce. It seems apparent tha t the chief beneficiaries of this  proposal would 
be a re latively small class of individual employees who would, for most practical 
purposes, be exempted from the payment of income taxes  legally due on a non­
resident basis to States in which they earn thei r income. The proposed elimina­
tion of the withholding and information requirements would so hamper the 
administration  of S tate income tax laws as to constitute an unwarranted impair­
ment of rights of the States to impose ta xes within thei r respective jurisdictions.

New York’s requirements for withholding of taxes from nonresident’s wages 
or salaries are certain ly not burdensome to the employee and their  flexibility 
ease the burden upon the employer. With respect to the category of employee 
included in these bills, New York regulat ions provide tha t the employer may 
withhold in tha t proportion which tota l days worked in New York bears to 
total  working days or the employer may withhold on the basis of the previous 
year's experience. The regulation s also provide th at no withholding need be 
made where it appears  tha t the wages for services rendered in New York will 
not exceed the employees’ personal exemptions. In general, it has been our 
experience tha t employees prefe r exact withholding and sometimes initia te 
complaints when employers are  not withholding or a re underwithholding. Thus, 
assuming tha t the employees covered by these bills will discharge thei r obliga­
tions to New York, they will receive no benefit from the bill.

It is difficult to assess the burden of withholding and preparation  of informa­
tion retur ns which the employer is required to shoulder. Certainly, we may 
assume tha t multiple State  withholding requirements add to the burden of with ­
holding to some degree—but not necessarily to a dispropor tionate degree. Many 
employers, especially inte rsta te employers, are making use of advanced payroll 
processing methods involving the  use of high speed electronic data processing 
equipment. The trend is toward the use of this equipment which eases the 
burden greatly because th e addition  of several payroll items produces no stra in 
on the machines in use. In some of the inte rsta te industrie s, high speed elec­
tronic data processing equipment is reducing the number of employees of the 
industry. It  would seem anomalous to pass this  bill solely on the basis of 
reducing the burden on employers at  a time when our progressive technology 
is eliminating much of the burden claimed.

To recapitulate, these bills would inconvenience the honest employee who 
would continue to discharge his tax  obligations; withholding is an acceptable 
burden upon employers, not demonstrated to be unreasonable in the cases in 
ques tion; furthermore, the withholding burden on employers is being greatly 
eased because of advanced payroll techniques. Finally,  of course, the revenues 
of the States would be adversely affected because tax  evasion would be en­
couraged.

The State of Utah,
State Tax Commission,
Salt Lake City, July  29, 196 ’,.

Mississippi Congressman W illiams,
Chairman, Subcommittee on Transp ortatio n and Aeronautics,
U.S. House of Representatives, Washington, D.C.

Dear Congressman Williams : Reference is made to the forthcoming hear­
ings before your subcommittee in connection with S. 1719 which deals with 
withholding and information retur ns to be filed in th e various income ta x States 
by in ters tate  commerce carri ers.

The State of Utah adopted a general withholding income tax  law effective 
July  1, 1959, and wTe have had no difficulty in administering  our law in con­
nection with withholding and information returns filed by inte rsta te commerce 
carriers, nor have wTe had any complaints from representativ es in the carr ier
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We have  a r egul ation  on th is problem which provides as  follows :
“Withh oldin g will not be requ ired  in the  case of wages paid  by licensed com­

mon car rie rs, or employers with  sim ilar type busines s operation s, to employees 
who are  bona tide resid ents  and domiciled in a Sta te other than  Uta h and who 
engage in services th at  orig inat e outs ide of Utah and either ter minat e in or 
pass thro ugh  Uta h.”

In  the Sta te of Utah  we allow a res ident tax payer cre dit  for tax es paid  to 
other Sta tes as a nonresident , and therefo re the re is no double tax ation in­
volved. We are opposed to the passage of S. 1719, and feel th at  the  States 
should work out the ir own problems wit h the  carri ers  on thi s ma tter , and 
should n ot have any Fed era l in terventio n.

On the  whole, it app ears  to us th at  it  would be the  best  policy to permit  the  
States to work out some method wit h respe ct to with hold ing and info rmation 
ret urn  requ irem ents in the  ca rri er  field so th at  undu e complian ce burdens are  
done away with, as they  alread y have been in many Sta tes  with out,  at  the 
same time eliminati ng with hold ing and info rmation re tu rn  requ irem ents  in 
situ atio ns where  t he only effect of the  legis latio n would be to  make  it  pr acti call y 
impossible to collect income tax es from some nonreside nts. I t is wort hy of 
note in thi s respec t th at  the Sta tes  have  alre ady  worked  out recip rocal  credit 
arra nge men ts to prevent ac tua l double tax ation in situat ion s where both the  
Sta te of residenc e and the  Sta te of earn ings  impose an  income tax . On the  
basis of this record, they  presumably can work out a remedy to the  ext ent  the re 
is one needed for with holding and info rmation ret urns  in the  carri er  field.

We hope you will convey our  views to the  entire  committ ee, and  th at  the 
proposed bill will be defeat ed.

Respectfully  yours,
Allan M. Libman , Commissioner.

Cuyahoga F alls, Ohio , Augu st 22,1964-
Cha irman J ohn Bell W illia ms,
Tra nsp ort ation Subcommittee, House In ters ta te  Commerce Committee, House of 

Representati ves,  Wash ington , D.C.
Gentlemen : It  was  with a gr ea t deal of reg ret to learn th at  withh oldin g tax  

exempti on bill S. 1719  mus t die in committee. Both  as a tax payer and employee 
of the tra nspo rta tio n ind ustry, my perso nal int ere st was inv olv ed; however, as 
a firm believ er of Sta te righ ts, thi s is actuall y defeatin g ourselves in the  Sta tes 
bat tle  fo r rights.

The prin cipa l reason a req ues t has  been made a t the  Fed era l level is the  very 
na tur e of a ridic ulou s method of atte mpting  to apply  mult iple Sta te income 
tax es to citize ns involved in interst ate traffic. These  taxpay ers  need help and 
the  Sta tes  atte mp ting  to squeeze more tax es thro ugh  the method in question, 
won’t ren der  relief . The alt ern ati ve  is to look to the  nat ion al level.

The citiz ens of thi s country  have accepted with holding tax es because they are  
easily pa id and rea dily  und erst and able , whethe r the  t ax  be on income a t munic i­
pal, Sta te, or Fed era l level. To add pro rati on of tax  on income by Sta te is not 
only conf using  and  pra ctic ally  impossible to adm inist er, bu t cann ot be anyt hing 
more th an  a n es tima te.

The burd en on the revenu e dep artm ents of the  States,  the  employer, and the 
employee c erta inly  w arrants the  passage o f th is bill.

It  is, of course, pre fera ble th at  the  Sta tes involved organ ize a joi nt committee, 
and pu t an end to thi s silly  effort of pror atio n. If  not, the  tax pay er has, and 
will cont inue  to clam or to the  Fed era l Government f or relief. You mus t remem­
ber, the objection is not nece ssari ly to the  ta x dolla r, but  the  confusion and 
unc ertain ty of payi ng and rep ort ing  the same tax  dol lar  to two, three , or more 
reven ue departm ents .

Consider, too, the  employe r who must adm inis ter the  pror atio n. The method 
of deduction, the  applic able rate , and  the  reporting . All are  vir tua lly  unm an­
ageabl e even in thi s day of computers. Nearly all employees of in ter sta te opera­
tion s are  employed by State  and  Fed era l contro lled enti ties,  such as rai lroa ds,  
truck ing, airlines,  etc. Must  these  ind ust ries  reques t ra te  relief to defra y the 
add itional costs involv ed? Do not beli ttle  the  adminis tra tive costs as they  are  
of no small consequence.

I do hope reco nsid erat ion be given to bill S. 1719. Help is needed by the 
employee, and the  employer. Elimin ate the  need fo r cry  of assistan ce by all  to
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the Fed era l level. Confusion at  the Sta te level, brou ght on by the  States,  leads  
the  c itizens on th e road to Wash ington .

Yours,
Gene W. Winters.

Wallace Metal Products, I nc.,
Richmond, Ind., August 18,1961/.

Hon. J ohn Bell Williams,
U.S. House of Representatives,
Washington, D.C.

Sir : This  le tte r is in regard  to the  House In ters ta te  and  Foreign Commerce 
Committee on H.R. 10743 and S. 1719 bill al read y passed by Senate.

We are  ma nufac turers  of meta l casket shells, and have our  own trucks for 
the  purpose of hau ling  the  finished produc t over the ent ire  United  States of 
America. We trav el from  coas t to coas t and  from Florida  to Canada. This, 
of course, makes us a p rivate  carr ier .

In our operation we must go thro ugh  most of the  States at  one time or an­
other. The way bills S. 1719 and H.R. 10743 a re  explained to us, they cer tain ly 
would create  a hardsh ip on operation s such as ours. This  would entail an 
enormous amount  of add itio nal  recordkeeping. We now are  compelled to keep 
records and pay tax  on fuel  used in crossing a larg e number of the Sta tes  that  
we travel  through.

If  these bills  a re pu t into  effect it isn ’t hard to conceive of every Sta te govern­
ment passing a withholding law forcing us to withhold an add itional  Sta te 
income tax  from any dri ver based on the amount of his income earned  while 
lie was in any one of these State s. This  would not only force our company to 
keep add itional  records , bu t we a lso would be forced to deduct this tax  from the 
dri ver’s pay and then send it  to the tre asurer  of said  State . We believe, too, 
th at  thi s would be discrim inat ing aga ins t ano the r group of citizens.

In  view of the  addi tional  cost to any company in this type of operation  (labo r 
in add itional records) postage, and  any unforeseen  expenses, we a re  u rging th at  
this bill be amended so tha t private  tru ck ope rato rs will also be exempt.

Sincerely yours,
Fred Radke.

August 7, 1964.
Hon. J ohn Bell Williams,
Chairman, Subcommittee on Transportation and Aeronautics, Committee on In­

terstate and Foreign Commerce, House Office Building, Washington, D.C. 
Dear Mr. Will iams : The United  States Wholesale Grocers’ Association, in

behalf of its member firms who operate  trucks  in the course of the ir business, 
respectful ly urges your committee to amend H.R. 10743 (S. 1719) so the proposed 
new section 226A of the  In ters ta te  Commerce Act will be applicable  to private 
truck operators as well a s to common and  con tract c arr iers .

We wish to endorse the  stat ement s presented before your  committee this  week 
by the National Associa tion of Wholesalers  and the Pr iva te Truck Council of 
America, Inc. We have  take n thi s means of making our  v iews known to you in 
order to conserve the committee’s time and to avoid needless repet ition .

May we ask that  thi s let ter  be made a pa rt of the official record  of hear ings  
before  your Subcommittee on T ran spo rta tion an d Aeronautics.

Sincere ly yours,
Harold O. Smith , Jr. , 
Executive Vice President.

Lake Carriers’ Association, 
Cleveland, Ohio, August 7 ,1964-

Re S. 1719, a  bil l to amend the In te rs ta te  Commerce Act and the Federal  Avia­
tion  Act of 1958 in ord er to exem pt cer tain wages and salaries of employees 
from  with hold ing for tax  purposes under the laws of Sta tes  or subdivisions 
thereof oth er tha n the Sta te or subdivision  of the employee’s residence.
Hon. Oren H arris,
Chairman, Committee on Intersta te and Foreign Commerce,
House of Representatives, Washington, D.C.

Dear Chairman Harris : It  is understood th at  the  Committee on In ter sta te 
and Fore ign Commerce now has  pending before it the Senate passed bill, S. 1719.
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section 3 of t he  b ill seeks to prohibit, in c ert ain  instances, withholding for  Sta te 
tax  purposes from  wages paid any employee by a wa ter  carri er  subject to 
pa rt II I of the  Inter sta te  Commerce Act. In so doing, however, section 3 seems 
to recognize such withholding as valid  with  respect to the Sta te or subdivision  
of the employee’s residence. This  is in conflict with  Public Law 86-203 ( 46 
U.S.C.A. 601) which  provides that  no pa rt of the  wages due or accruing  to a 
master, officer, or any other seaman who is a  members of the crew on any  vessel 
engaged in the foreign, coastwise, inte rcoasta l, inters tate, or noncont iguous 
trade shal l be w ithheld pursuant  to  the provisions of the tax  laws of any  State , terr itory,  possession, or commonwealth or a subdivis ion of any of them.

The legis lative h isto ry of Public Law 86-263 (S. Kept. No. 433, June  25, 1939) 
demonst rates  th at  it  is the consensus  of the Congress that  the  costly and  com­
plex bookkeeping imposed on seamen and  shipowners by mult iple Sta te with­
holding laws is all out of proportion to the  benefit to the  States in the  case of 
seamen. Res tric ting  withholding  to the Sta te of residence  does not relieve ship­
owners of this  burden.

Member companies of Lake Ca rriers ’ Association operate  a tot al of 234 Ameri- 
can-flag vessels in Great Lakes  trade  and commerce. In all, the  American- 
flag Great  Lakes fleet is  crewed by some 9,000 seamen. These  seamen  hail from 
at  leas t 48 out  of the 50 States.  Moreover, Gre at Lakes seamen  are  not signed 
on before shipping commissioners and do not collect the major port ion of the ir 
wages a t the  conclusion of the  voyage. Inst ead , most payrolls are made up 
aboard the vessel and the wages paid  to the  man dire ctly  by the  mas ter. To 
withhold for tax  purposes according to the laws  of the pa rti cu lar  Sta te of a 
seaman’s residence under these conditions, even for ca rriers  sub ject  to pa rt II I 
of the I nter sta te  Commerce Act, would be an  impossible task.

The Senate Report on S. 1719 (S. Rept . No. 1076, Jun e 12, 1964) shows tha t 
37 States now impose income taxes on individuals of which 30 require  with­
holding at  the  source. Due to the makeup of Great Lakes  vessel crews, it is 
conceivable tha t, in making up the  payroll for  a single vessel, it could be neces­
sary  to comply with  the withholding requ irem ents  of all  30 States. This  does 
not even consider the  withholding requ irem ents  of the 26 cities sta ted  in the 
Senate  report which impose income tax es and require  withho lding.

It  is not  the  purpose of thi s assoc iation to thwar t the  tax ing  autho rity of the 
severa l Sta tes and it is not asked  th at  seamen be relieved from their obligation 
to pay taxes in the ir Sta te of residence. It  is, however, urged that  section 3 
of S. 1719 be s tricken from the bill because of the adm inistrative burden it would 
place on an already  overburdened industry. Public Law 86-263, when enacted , 
was vita lly needed legislation . The  effectiveness of th at  legislation should not 
now be impaired by enactm ent of  section 3 of S. 1719.

It  i s requested that  this  let ter  be made a pa rt of the  record  on S. 1719.
Very truly  yours,

J. A. H irshfi eld ,
Vice Adm iral,  USCO ( Re t.) , Pres ident.

P rivate T ruck Council of America, I nc.,
Washington, D.C.

Re S. 1719, withho lding tax  exemption—Regulated in ter sta te carr iers .
H on . Oren H arris,
Chairman, House Inters tate and Foreign Commerce Committee,
New House Office Building, Washington, D.C.

Dear Mr. Chairman  : The Pr ivate Truck Council of America, Inc., is of the 
opinion tha t, basically,  the theory  and  purpose of S. 1719 ha s considerable mer it 
and  justificat ion.

If  the purpose of the bill, however, is, as sta ted  in Senate Repo rt No. 1076. 
“to remove the  sub stan tial  burde n to intersta te commerce which the  imposition of 
withholding  taxes on nonresid ent employees of those ca rri ers by Sta tes  and 
local subdivisions  has caused,” there is an appar ent  omission which your  com­
mittee  may desire to cure  by a simple  amendment.

The omission rela tes  to a fai lur e to include an exemption for  “priv ate  ca r­
rie rs of prope rty by motor vehicle.” The “burden to in ter sta te commerce” is 
precisely the same whe ther  reference  he had to “motor ca rri er” as defined in 
section 203(b) (16) or to “priva te carrier of property by motor vehicle” as defined 
in section 203(b) (17), pa rt II . I ntersta te  Commerce Act.
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The council therefore respectfu lly reques ts th at  thi s bill be set for hea ring in 
orde r that  opportunity  may be had  to app ear  in general supp ort of it  and  to 
suggest an amendmen t which will correct the  omission here tofore mentioned .

The council is a nonprofit assoc iation of members of industry who operate  
trucks in the course  of the ir producing, man ufactur ing, servicing, or dis trib utive 
businesses, and of affiliated associa tions  of such members.

Respectfully  submitted .
J ohn C. Whit e, Managing Director.

AFL -CIO  Maritime Committee, 
Washington, D.C., August  11,1964-

Re S. 1719 and H.R.  10743.
Hon. J ohn Bell W illiam s,
Chairman, Tran spor tation and Aeronautics Subcommittee , House Int ersta te and 

Foreign Commerce, Wash ington , D.C.
Dear Mr. Williams  : Our attention has  been d irec ted to S. 1719, which passed 

the  Senate on June 19, 1904, and is now pending before  yo ur subcommittee  a long 
with  H.R. 10743, its  companion bill in the  House, on which we und ers tand 
hearing s are presen tly be ing held.

S. 1719 as i t passed the Senate proposed to amend the In ters ta te  Commerce Act 
and  the  Federa l Aviat ion Act of 1958 in order to exempt the  wages and  salaries 
of employees of rail roads, motor  car rier s, wa ter  car rie rs, and  ai r carriers  
engaged in in ter sta te commerce, from withholding and  reporting for  tax  pu r­
poses under the  laws  of Sta tes or subdivisions thereof other than  the Sta te or 
subdivision of the employee’s residence.

We are in accord with the  general purposes of this legislation , so fa r as it  
applies to modes of inter sta te transp ort ation  other tha n wa ter  car rier s. Ra il­
roads, motor car rie rs, and ai r ca rriers  are  presently  requ ired  by cer tain  Sta te 
and munic ipal tax  laws to withhold and report  for  tax  purposes the  wages and 
salaries of the ir employees if the  wage or salary  is payable to the employee 
while located in th at  pa rti cu lar Sta te or munic ipali ty. As a resu lt, rail roads, 
motor  car rie rs,  and ai r ca rri ers have been heavi ly burdened with multiple Sta te 
and munic ipal withhold ing and  reporting requ irem ents  and  it is the  purpose of 
this  act  to remove thi s mul tiple  burden. Sections 1, 2, and  4 of the  proposed 
legislation  respectively will permit  rail,  moto r car rie rs,  and ai r ca rriers  to con­
tinue to withhold and  r eport  wages and sala ries solely to the Sta te or subdivis ion 
of residence.

However, the  presen t situ ation is ent irely differen t with regard  to wa ter  
ca rri ers engaged in in ters ta te  commerce. They ar e not  permit ted  by Federa l 
law to withhold from wages or sal aries of any of their employees who is a 
member of the  crew of one of their  vessels engaged in interst ate or foreign  
commerce.

Public Law 86-263, approved September  14, 1959, amended section 12 of the 
act  of March  4, 1915 (46 U.S.G. 601) by adding thereto  the  following clau se:

“And provided fur the r, Th at no pa rt  of the  wages due or accru ing to a master, 
officer, or any othe r seam an who is a member of the  crew on a vessel engaged 
in the foreign,  coastwise, inte rcoasta l, in ter sta te,  or noncontiguous tra de  shal l 
be w ithheld pursu ant to the prov isions of the  tax  laws of any State , Ter rito ry, 
possession, or Commonwealth, or a subdivision of any of them.”

This  language exempts the  wages of all seamen from withholding pursuant  to 
the  tax  laws  of any State, inclu ding the  Sta te of employee’s residence . How­
ever, section 3 of S. 1719 would permit the  withholding by wa ter  car rie rs of 
taxes due the  Sta te of r esidence of seamen on vessels of wa ter  carri ers engaged 
in inter sta te commerce and subject to pa rt  II I of the  In te rs ta te  Commerce Act.

So fa r as  w ate r car rie rs are  concerned, section 3, ins tead  of re lieving them of 
the  burden of withholding and reporting under Sta te or municipal tax  laws, 
would actual ly increase their burden and make  them withhold from the  wages 
of t he ir seamen employed on a vessel engaged in interst ate commerce and report 
to the  Sta te of residence of such seamen if said Sta te of residence had such tax  
requi rements.

It  i s our conten tion th at  section  3 of S. 1719 is inconsistent with  the language 
and purpose of thi s 1959 sta tut e. As sta ted  in Senate  Report 433 on S. 1948. 
86th Congress, which became Publ ic Law 86-203, th e very purpose of the  ena ct­
ment  of thi s 1959 sta tu te  was  to “cla rify  the  app arent conflict between section
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601, tit le  46, United Sta tes Code, which protects seamen’s wages from attach­
ment. encumbrance,  or arr estme nt and  the recen tly enacted provis ions of Sta te 
law which  requ ire withholding of local taxes from the  wages of seamen,” and 
also to re lieve  the seamen and the steamship companies of the accounting burden 
imposed by various State and munic ipal tax  laws.

It  will be seen from the above th at  S. 1719 not only is in direct  conflict with 
the 1959 statute which received thorough cons idera tion by the  Congress with 
hearings on both sides prior to its enactment , but  also in making seamen em­
ployed in inter sta te commerce, p resently  exempt from any withhold ing of taxes 
under Sta te laws, subject to taxes due the ir Sta te of residence , is at  cross pur ­
poses with the  stat ed objectives of Publ ic Law 86-263.

For  these  reasons, the  AFL-CIO  Mari time Committee, represen ting  major 
seagoing  an d shipyard unions, is opposed to the provis ions of section 3 of S. 1719, 
as passed by the Senate, and respe ctful ly asks  th at  sa id section 3 be deleted from 
Ihe bill because it is in conflict with present law. We would like  to have this 
let ter  made a pa rt of t he record of the  hearings on the  pending bills. 

Respec tfully,
Hoyt S. Haddock, 

Execu tive Secretary.

American Merchant Marine I nstitute , I nc.,
Washington, D.C., Aug ust  4, 196^.

Re S. 1719, II.R. 10743.
Hon. J ohn Reel William s,
Chairman, Transportation  and Aeronaut ics Subcommittee ,
House In ter sta te and Foreign  Commerce Committee,
U.S. House of R epresentat ives,
Washington, D.C.

Dear Mr. Williams : The American Merchan t Marine Insti tu te  and the Pacific 
American Steamship Association, which joins in t his  le tter , are trade  associatio ns 
represen ting  the  overwhelming m ajo rity  of the owners and  op era tors  of American- 
flag ships  in the domest ic and  foreign trade  of the  United States. On behalf 
of our  member companies we wish to reg iste r our  opposition to the  enac tmen t 
of section 3 of S. 1719, in the form  in  which it  passed the Senate.  This  is  a bill 
to amend the  In ters ta te  Commerce Act and the Fed era l Aviat ion Act of 1958 
in order to exempt cer tain wages and  salary  of employees from withholding  
for  tax  purposes un der  law’s of States or subdivisions t hereof  other th an the Sta te 
or subdivision  of the  employee’s residence. Section 3 of S. 1719, which would 
amend  t itl e II I of th e In te rs ta te  Commerce Act relating to wate r carri ers,  did no t 
app ear  in the  bill in the  form in which it was orig inally introduced but  was 
added pr ior to Sena te passage.

We recognize the apparen t w’orthy objective of S. 1719, which is to “remove 
the sub stantial burden to interst ate commerce which the imposition of with­
holding taxes on the  nonresiden t employees of these  ca rri ers by Sta te and local 
subdivisions has  caused” and  we do not quest ion its des irab ility  for  other in­
dus trie s. Each  indust ry has its  ow’n problems in this  area  which may well 
require different solutions. However , section 3 of S. 1719 would appear to be 
unnecessary and in conflict with the  provisions of Public Law 86-263, which w7as 
enacted  in 1959 and w’hich prohibits Sta te and local governments from with­
hold ing for  tax  purposes  on the wages of seamen on vessels engaged in foreign, 
coastwise , inte rcoasta l, int ers tat e, or noncontiguous trade,  at  least to the  extent  
th at  thi s section of the  bill would permit  withholding on w’ages of employees 
on vessels of w ate r ca rriers  su bjec t to the provis ions of p ar t II I of th e Intersta te  
Commerce Act.

Public Law 86-263, approved on September  14, 1959, amended  section 12 of 
the  a ct of March 4, 1915 (46 U.S.C. 601) , by adding the reto the  following clause:

“And. provided fur the r. Th at no p ar t of the wages  due  or accruing to a  m aster , 
officer, or any other seaman who is a member of the crew on a vessel engaged in 
the  foreign, coastwise, intercoas tal,  int ers tate, or noncont iguous trade  shall be 
withhe ld pursu ant to the  provisions  of the  tax laws of any State , Ter rito ry, 
possession, or Commonwealth, or a subdivis ion of any of them.”

This  language exem pts the wages  of all seamen, including those on vessels 
engaged in in ter sta te commerce, from withholding pu rsu an t to the  tax  laws of any 
State, including the  Sta te of the employee’s residence. On the  other hand
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section 3 of S. 1719 would perm it w ithho lding  by the  S tat e of residence of seamen 
on vessels of wa ter  ca rriers  subject to pa rt II I of the In te rs ta te  Commerce Act. 
Thus, ins tead of relieving the  burdens on interst ate commerce, section 3 would 
actually  create  new problems for  the maritim e ind ust ry by making employees 
presently exempt subject to withholding under Sta te law. In thi s connection, 
it should be borne in mind th at  the  enactment of Publ ic Law 86-263 in 1959 
was actual ly instiga ted  by the  actio n of the  important maritim e Sta tes of New 
York a nd Marylan d in enacting  withholding provis ions in their income tax  laws 
th at  affected seamen’s wages, in pa rti cu lar those  of seamen res idents  of those 
States .

As was sta ted  in Sena te Report No. 433, dated Jun e 25, 1959, the  purpose  of 
Public  Law 86-263 was  twofold,  first,  to “cla rify  the apparen t conflict between 
section G01, tit le  46, United Sta tes  Code, which  protect s seamen’s wages from 
attachm ent , encumberance, or arr est me nt and  the (then)  recen tly enacted  provi­
sions of Sta te law which require  with hold ing of local taxes from wages of 
seamen” and, second, to “relieve the seamen and  the  steamsh ip companies of the 
accounting  bur den ” imposed by Sta te and  local taxatio n. Section 3 of S. 1719 
would be at  cross purposes with both these objectives.

As appears  from both Senate Rep ort No. 433, which accompanied the 1959 
legislation,  and  Senate Report No. 1076, which accompanied S. 1719, thi s type 
legislation  does not impair the  general  tax ing  autho rity  of Sta te and  local 
governments, nor  will it  relieve the affected employees of their liab ility  to pay 
taxes properly  due.

Hence, concern for  the  tax ing  power of the  Sta tes would furn ish  no wa rra nt  
for res toring such withhold ing autho rity to the  Sta te of the employee’s residence 
in the  limi ted case of seamen employed by wa ter  ca rri ers subject to pa rt II I of 
the In ters ta te  Commerce Act as covered by section  3 of this  bill.

For  the  foregoing reasons we respectfully  urge  that  section 3 of S. 1719, as  it 
passed the Senate,  be deleted from the  bill. We ask  that  thi s let ter  be made a 
pa rt of the w ritt en record on these bills.

Sincerely,
Alvin Shapiro.

Statement of Lester J. Dorr, E xecutive Secretary, the National Industrial 
Traffic League

My name is Les ter J. Dorr . I am execu tive secreta ry of the National Ind us­
tri al  Traffic League. This sta tem ent  is presente d in the  in ter est  of the  members 
of that  league w ith  resp ect to S. 1719 and  H.R. 10743.

The Nat iona l Indu str ia l Traffic League is a nationwide organiz ation of ship­
pers ; its membership also includes cham bers  of commerce, boards of trad e, and  
similar  commercial organiz ations whose members likewise  have a sub stantial 
inte res t in transpo rta tio n ma tter s. The leagu e has  no ca rriers  in its  member­
ship. I t represe nts and  expresses the  int ere st of those who actual ly ship  and 
receive freight , the  payers of transp ort ation  charges. Its membership is dra wn  
from all  pa rts  of the  United Sta tes  and  includes practic ally  every line  of  indu s­
tri al  and commercial ac tivi ty.

Many members of the leagu e operate motor vehicles in the  fu rthera nce of thei r 
prim ary  business activities, and  come wi thin the  defini tion of “privat e carrier 
or prop erty  by moto r vehicle” as set  out in section  203 (a) of the  Motor Carrie r 
Act. They  are subject  to regulat ion by the  In te rs ta te  Commerce Commission 
to the  exten t provided in section 20 4(a) (3 ) of th at  act. In  conduc ting such 
operations , employees on moto r vehicles commonly operate  in more tha n one 
State, often  in  man y States, in the  course of a single tri p o r du ring  a single day or  
week.

S. 1719 would amend  var ious pa rts  of the  In te rs ta te  Commerce Act with 
respect to the  employees on vehicles  of various types  of  car rie rs. The league  is  
concerned with the  amendment to pa rt  II  rel ating to motor  carrier s. 
Section 2 of the  bi ll esta blishing a new section 226A of  the In ters ta te  Commerce 
Act now is applicable to any  motor carrie r. By definition th at  phrase  covers 
only for-hire  moto r carrie rs,  common or contrac t, and  does not cover a private 
motor car rie r. This  may  be only an oversight, bu t the  league  asks  th at  if the  
bill be enac ted into law the  coverage of section 226A be extended to private as 
well as for-hire  mo tor car rie rs.  The withhold ing and  reporting provisions of the



1 2 6  STATE WITH HOLD ING TAXES IN  INTERSTATE COMMERCE

tax statu tes of the various States and subdivisions are jus t as burdensome to 
inters tate commerce, to the carrier , and to the affected employee, without regard 
to whether tha t motor carrier be for-hire or private.

The report of the  Senate committee on S. 1719 shows 37 States now imposing 
income taxes on individuals with 30 requiring withholding at the source; 27 
cities impose the tax and 26 require withholding. Stric t enforcement of all 
of these statu tes would create an impossible situation and the league does not 
believe tha t the problem is cured by the fact tha t such stric t enforcement does 
not now exist. Even assuming a uniform basis of allocation among the vari­
ous States concerned (mileage, hours, and tonnage are  among the factors con­
sideration of which might be required) the bookkeeping burden upon the motor 
carrier,  for-hire or private, would be all out of proportion to the tax revenue 
which could accrue to any State. Perhaps of more importance is the burden upon 
the employee, generally a truckdriver, who would be faced with multiple de­
ductions to the extent tha t his take-home pay could be seriously depleted, and 
faced with a maze of redtape  as a requirement for obtaining refunds, as to a l­
most insure tha t most of such refunds would never be made.

As I have stated above, the situat ion is exactly the same whether the motor 
carrier under par t II  of the Inte rsta te Commerce Act be a common carrier , a 
contract carrier, or a priva te carrier. The league urges the committee to recog­
nize this fact and in the handling of the bill make whatever relief is granted 
apply equally to all.

(Whereupon, at 12 noon the subcommittee adjourned .)
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