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COMMON AND CONTRACT CARRIER STATE
PROPERTY TAX DISCRIMINATION

TUESDAY, JUNE 9, 1970

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TRANSPORTATION AND AERONAUTICS,

COMMITTEE ON INTERSTATE AND FOREIGN 
COMMERCE,Washington,D.C.

The subcommittee met at 10 a.m., pursuant to notice, in room 2123,
Rayburn House Office Building, Hon. Samuel N. Friedel (chairman)
presiding.
Mr. FRIEDEL. The subcommittee will now come to order.
H.R. 16245 and S. 2289 would make unlawful certain property tax

assessments of common and contract carriers. Legislation similar to
this has been before us for some time. If carriers are subjected to
discriminatory State and local taxes, obviously the carriers and ulti-
mately all of their customers are going to share the costs.of any dis-
criminatory taxes.
(The text of H.R. 16245, H.R. 16251, H.R. 16316, H.R. 16357, H.R.

16411, H.R. 16639, and S. 2289, and departmental reports thereon fol-
low:)
[H.R. 16245, H.R. 16251, H.R. 16316, H.R. 16357, H.R. 16411, and H.R. 16639, 91st
Congress, 2d Session, introduced by Mr. Friedel on March 3, 1970; Mr. Nelsen
on March 3, 1970; Mr. Cunningham on March 5, 1970; Mr. Pickle on March 9,
1970; Mr. Stuckey on March 11, 1970; and Mr. Watson on March 24, 1970;
respectively, and S. 2289, referred to the Committee on Interstate and Foreign
Commerce on February 2, 1970, are identical as follows:]

A BILL To amend the Interstate Commerce Act, as amended, in order to make unlawful,
as unreasonable and unjust discrimination against and an undue burden upon interstate
commerce, certain property tax assessments of common and contract carrier property,
and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of American in Congress assembled, That the Interstate Commerce Act, as
amended, is amended by inserting after section 25 thereof a new section 25a as
follows:
"SEC. 25a. (1) Notwithstanding the provisions of section 202(b), the follow-

ing action by any State, or subdivision or agency thereof, whether such action
be taken pursuant to a constitutional provision, statute, or administrative order
or practice, or otherwise, is hereby declared to constitute an unreasonable and
unjust discrimination against and an undue burden upon interstate commerce
and is hereby forbidden and declared to be unlawful: (a) the assessment (but
only to the extent of any portion based on excessive values as hereinafter de-
scribed), for purposes of a property tax levied by any taxing district, of trans-
portation property owned or used by any common or contract carrier subject to
economic regulation pursuant to the provisions of the Interstate Cmmerce Act
at a value which bears a higher ratio to the true market value of such trans-
portation property than the assessed value of all other property in the assessment
jurisdiction in which is included such taxing district and subject to a property
tax levy bears to the true market value of all such other property; (b) the collec-
tion of any tax on the portion of said assessment so declared to be unlawful; or

(1)
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(c) the collection of any ad valorem property tax on such transportation pro-
perty at a tax rate higher than tax rates applicable to any other property in the
taxing ° district.
"(2) As used in this section :
"(a) The term 'transportation property' means transportation property as de-

fined in the regulations of the Interstate Commerce Commission.
"(b) The term 'assessment jurisdiction' means a geographical area, such as a

State or a county, city, or township within a State, which is a unit for pur-
poses of determining assessed value of property for ad valorem taxation.
"(c) The term 'all other property' means all property, real or personal, other

than land used primarily for agricultural purposes or primaily for the purpose of
growing timber.
"(3) Notwithstanding the provisions of section 1341, title 28, United States

Code, or of the constitution or laws of any State, the district courts of the United
States shall have jurisdiction, upon complaint and after hearing, to issue such
writs of injunction or other proper process, mandatory or otherwise, as may be
necessary to restrain any State, or subdivision or agency thereof, or any person
from doing anything or performing any act declared by paragraph (1) hereof to
be unlawful: Provided, however, That such jurisdiction shall not be exclusive of
that which any Federal or State court may otherwise have: And provided fur-
ther, That the provisions of this paragraph shall not become effective until three
years after the date of enactment: And provided further, That no relief shall be
granted hereunder unless the assessment percentage applied to carrier transpor-
tation property exceeds by at least 5 per centum the assessment percentage
applied to all other property in the assessment jurisdiction."

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS,
Washington, D.C., February 24, 1970.

Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce, Rayburn House

Office Building, Washington, D.C.
DEAR CHAIRMAN STAGGERS: From an intergovernmental relations standpoint,

S. 2289 represents a substantial improvement over similar bills introduced in
previous Congresses. Yet, the bill falls shy of full-scale accommodation to our
federal system by penalizing States that legally impose classified rather than
general property taxes.

Unless States possess wide latitude in assigning differential tax burdens to
designated classes of taxpayers, they lack one of the critical powers of a tax pol-
icymaker. The ability of States to exempt property from taxation illustrates one
use of this power. Another example is the practice in some States of classifying
property for purposes of differential taxation.

Classification can be accomplished in several ways. Real and personal property
may be subjected to differing rates, as in the District of Columbia. Certain types
of personal property (e.g., merchants' inventories) may be assessed at a different
percentage of value than other real and personal property, as in Florida. Mon-
tana and Minnesota, for example, have comprehensive legal property tax classi-
fication systems.
As long as these differential tax burdens are hammered out in the open legis-

lative arena—and not "negotiated" behind the closed door of an assessor's office—
only the requirements of due process are needed as a safeguard against any ar-
bitrary and unreasonble legislative classification.

S. 2289 is overly protective when it goes beyond this point and guarantees to
the carriers the most favorable tax treatment accorded any other types of real
or personal property such as merchants' inventories.
The Advisory Commission has strongly advocated a vigorous State role in

property tax administration to put an end to extra-legal (negotiated assess-
ment) property tax classification schemes. Federal legislation designed to hurry
this objective along may be appropriate but only if carefully drawn to allow
States maximum discretion in formulating their tax policies.

Sincerely yours,
DAVID B. WALKER,

Acting Executive Director.
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EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.C. June 17, 1970.
Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce, House of Repre-

sentatives, Rayburn House Office Building, Washington, D.C.
DEAR Mn. CHAIRMAN: This is in reply to your request for the views of the

Bureau of the Budget regarding S. 2289 as passed by the Senate and H.R. 16245,
two identical bills "To amend the Interstate Commerce Act, as amended, in order
to make unlawful, as unreasonable and unjust discrimination against and an
undue burden upon interstate commerce, certain property tax assessments of
common and contract carrier property, and for other purposes."
The Department of Transportation, in its report to you dated March 5, 1970,

discusses the background and issues relating to this bill. We concur generally in
that Department's views.

Sincerely,
WILFRED H. ROMMEL,

Assistant Director for Legislative Reference.

COMPTROLLER GENERAL OF THE UNITED STATES,
Washington, March 17, 1970.

Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce, House of Repre-

sentatives, Washington, D.C.
DEAR MR. CHAIRMAN: We have your letter of March 5, 1970, asking for our

comments on S. 2289, which passed the Senate January 30, 1970.
S. 2289 is designed to alleviate State and local tax discriminations that might

be suffered by carriers. It proposes to add to the Interstate Commerce Act a new
section 25a which would (1) proscribe certain discriminatory property assess-
ments and tax rates; and (2) vest jurisdiction in the United States District
Courts to hold hearings upon complaints and issue necessary restraining orders.
We commented upon S. 2289, as originally introduced in the Senate, in our

letter of June 12, 1969, B-158648, to the Chairman, Senate Committee on Com-
merce. The bill now incorporates our suggestion that the clause "as defined in the
regulations of the Interstate Commerce Commission" be linked to the term "trans-
portation property."
We also note that the bill has been clarified in several other respects relating to

assessment jurisdiction and to the definition of the term "all other property."
A five percent tolerance factor has been included in the last proviso of section 3
so that relatively small variations in assessments may not be made the subject
of complaint proceedings.

If enacted, S. 2289 would not affect our functions and operations. Its subject
matter is a matter of Congressional policy. We therefore have no recommendation
to make as to its consideration by your Committee.

Sincerely yours,
LAWRENCE J. PowEas

(For the Comptroller General of the United States).

INTERSTATE COMMERCE COMMISSION,
OFFICE OF THE CHAIRMAN,

Washington, D.C., March 30, 1970.
Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.
DEAR CHAIRMAN STAGGERS: This responds to your request on March 5,

1970, for the views of the Interstate Commerce Commission on H.R. 16245,1 a
bill "To amend the Interstate Commerce Act, as amended, in order to make
unlawful, as unreasonable and unjust discrimination against and an undue
burden upon interstate commerce, certain property tax assessments of common
and contract carrier property, and for other purposes."

1 In an identical letter dated February 10, 1970, the ICC reported on S. 2289.



4

H.R. 16245 adds a new paragraph, designated as section 25a, to the Interstate
Commerce Act. Section 1 of this new provision declares that the following action
by a State or any subdivision or agency thereof with respect to the taxation
of the real or personal property of any common or contract carrier subject to eco-
nomic regulations under the Interstate Commerce Act shall constitute an unrea-
sonable and unjust discrimination against and an undue burden upon interstate
commerce and therefore be forbidden and unlawful:

(a) the assessment (but only to the extent of any portion based on exces-
sive values as hereinafter described), for the purposes of a property tax
levied by any taxing district, of transportation property owned .by or used
by any common or contract carrier subject to this Act engaged in transporta-
tion of persons or property in interstate commerce at a value which bears a
higher ratio to the true market value of such transportation property than
the assessed value of all other property in the taxing district subject to a
property tax levy bears to the true market value of all such other property;
(b) the collection of any tax on the portion of said assessment so declared

to be unlawful; or
(c) the collection of any ad valorem property tax on such transportation

property at a tax rate higher than tax rates applicable to any other property
in the taxing district.

Section 2 of the proposed new section 25a provides that the district courts in
the United States shall have jurisdiction to issue writs of injunction as may be
necessary to restrain any State or political subdivision from assessing property
In violation of paragraph 1, notwithstanding the provisions of section 1341 of the
Judicial Code, 28, U.S.C. 1341. It also provides that such jurisdiction granted
the district courts of the United States shall not be exclusive of that which any
Federal or State court may otherwise have. This section also provides that it
will not become effective for three years after the date of the enactment of
S. 2289. Legislation similar to H.R. 16245 has been considered by Congress in the
past, such as S. 927 in the 90th Congress, and S. 2289 passed in the First Session
of the present Congress.
Although the provisions of H.R. 16215 apply to Commission-regulated carriers

of all modes, it is well recognized that the basic purpose of this legislation is to
provide a solution to a long-standing and deeply-rooted problem, the practice
of many State or local government's taxing authorities setting inequitable and
discriminatory assessments and tax levels on the property of the Nation's rail-
roads. The variety and extent of discriminatory treatment in the assessing and
taxing of the railroads' properties by State and local governments is well docu-
mented in the Doyle Report 2 which also suggested remedial legislation along the
lines of S. 2289 and H.R. 16245 3 to alleviate this problem. Although the Doyle
Report's discussion of this subject was directed to discriminatory State and local
tax policies against the railroads because of their large private investment in
taxable right-of-way and other property, it is apparent that carriers of other
modes which make use of publicly provided transportation facilities confront
many of the same problems. Cf. Alterman Transport Lines, Inc., v. Public Service
Commission of Tennessee, 259 F. Supp. 486 (M.D.D. Tenn. 1966), involving the
issue of discriminatory property taxation against motor carriers.
In essence, the provisions of section 1 are designed to put an end to the wide-

spread practice of treating for tax purposes the property of common and
contract carriers on a different basis than other property in the same taxing dis-
trict. In describing the extent of discriminatory tax treatment by State and local
governments, the Doyle Report states that "despite State laws requiring uniform
treatment, railroads and pipelines are discriminated against as compared to other
property taxpayers in the same jurisdiction, due in large measure to outdated
procedures (which are sometimes deliberately retained) for assessment of
property", and went on to state that [the Committee] had information "showing
the extent of overpayment of railroad and valorem taxes resulting from the
assessment of railroad property at a percent of its value that is higher than the
assessment of other taxpayer property is to the value of such other property"; and
that "This confirmed the findings of this committee that there is a studied and
deliberate practice of assessing railroad property at a proportion of full sub-
stantially higher than other property subject to the same tax rates." 4 The Own-

2 National Transportation Policy, Report prepared for the Committee on Interstate and
Foreign Commerce, United States Senate, by the Special Study Group on Transportation
Policies in the United States, (1961), pp. 445-491.
3 Id. at pp. 465-466.
Id. p. 458.
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mission itself has had occasion to note in its report in the Railroad Passenger
Train Deficit proceeding, 306 I.C.C. 417, that the existence of inequitable State
and local property assessments and tax policies has served to jeopardize the
continued existence of essential rail passenger service and recommended that
State and local governments take steps to effect a greater degree of equity with
respect to the tax burdens imposed on railroad properties as compared to that
borne by taxpayers generally.
It is our understanding that this bill will forbid discriminatory property taxa-

tion of common and contract carrier property whether (1) such discrimination
is expressly sanctioned by State law or constitutional provision, or (2) whether,
despite existence of State laws on constitutional provisions requiring uniform
property assessment of property and tax treatment, it is simply the administra-
tive practice or custom to levy discriminatory levels of assessment of taxation.
In the years since the Doyle Report's findings were published in 1961, several
state cou-2ts, acting under the "equal protection" clause of the Fourteenth
Amendment to the Constitution, have voided discriminatory assessments and
tax levies on carrier property to the extent such practices were in conflict
with the applicable state laws or constitutional provisions. In this regard, see
Louisville and Nashville R. Co. v. Public Service Commission of Tennessee,
249 F. Supp. 894 (M.D.D. Tenn. 1966) ; People v. Belt By. Co. of Chicago,
226 N.E. 2nd 265 (1967) and cases cited therein. These decisions have not,
as yet, touched upon the power of State or local authorities to levy discrimi-
natory assessments or tax rates against carriers where the express provisions
of state law or a state constitution permit such discriminatory treatment. This
is most often accomplished by classifying carrier property in a separate class
from all other taxable property in the same district, a practice which has been
approved by the Supreme Court in Nashville, Chattanooga & St. L. By. v.
Browning, 310 U.S. 362 (1940) against a claim that such classification is violative
of the "equal protection" clause of the Fourteenth Amendment.
In the years since the issuance of the Doyle Report, steps have been taken

by either State legislatures or local taxing authorities to alleviate discriminatory
tax burdens on regulated carriers. While a number of States have reformed
their property taxing and assessment practices to insure a greater degree of
equity in the treatment of carriers, nevertheless, there are still serious problems

which require the establishment of a uniform national policy in this area. Since
section 2 of H.R. 16245 provides that the injunctive remedy for violation of the
provisions of Section 1 will not become effective for three years after the
date of enactment, State and local governments will be afforded ample time
to implement this national policy on their own initiative.
For the reasons expressed above, we fully support the enactment of H.R.

16245.
Sincerely yours,

GEORGE M. STAFFORD, Chairman.

DEPARTMENT OF TRANSPORTATION,
OFFICE OF THE SECRETARY,

Washington, D.C., March 5, 1970.
Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.

DEAR Mn. CHAIRMAN: This letter is in reply to your request for the views
of this Department with respect to S. 2289, an Act "To amend the Interstate
Commerce Act, as amended, in order to make unlawful, as unreasonable and
unjust discrimination against and an undue burden upon interstate commerce,
certain property tax assessments of common and contract carrier property, and
for other purposes."

S. 2289 would make it unlawful, with certain exceptions discussed below,
as a burden upon interestate commerce for a State or locality to assess, col-
lect, or impose a higher rate of property tax on interstate carriers than on other
similarly situated taxpayers. It would allow an aggrieved interstate carrier to
bring suit in a Federal district court to challenge the excessive portion of a
State or local transportation property tax. Also, it would allow the States 3
years after enactment within which the States may adjust their practices
and laws.
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BACKGROUND

S. 2289 is the latest in a series of bills which have been introduced in several
Congresses to deal with a major grievance of regulated surface transportation
carriers—that of discriminatory taxes and assessments on their real and per-
sonal property by State and local governments. This legislation has been a
lively subject even since the issuance of the so-called "Doyle Report" in 1961
which discussed, at some length, the various practices of the States and local
governments in setting both the assessments and the rates of tax on railroad
property. In general, these were (and are) either (1) the assessment of rail-
road property at a different (and usually higher) percentage ratio of value
to the "true" or "fair" market value than other property; or (2) the setting
of differentially higher rates on tax on railroad property even where all prop-
erty is assessed at a uniform percentage ratio of value; or (3) a combination
of both. The variety and extent of these practices is described in the testimony
before the Senate Commerce Committee on S. 2289 and the published hearings
on a similar bill in the 90th Congress, S. 927.
Although the problem of discriminatory property taxation is generally regarded

as a railroad problem, bills on this subject, starting in the 89th Congress, cover
common carriers of all modes subject to Interstate Commerce Commission
regulation, the most recent being S. 927 in the last Congress. Following the
hearings on S. 927, the Senate Committee reported an amended version of
S. 927 which is identical to S. 2289. The present bill differs from S. 927 as
originally introduced in that it includes (1) contract as well as common carriers;
and (2) suspends the enforcement provisions of the bill for three years.
In essence, the purpose of S. 2289 is to require State and local taxing authorities

to treat ICC-regulated carriers' real and personal property in the same fashion
as other such property in a State or local taxing district. S. 2289 strikes at three
related practices:

(1) the assessment of transportation property at a higher ratio of "true"
market value than other property in the same taxing district;
(2) the collection of property taxes from such higher assessments;
(3) the setting of differentially higher rates of tax on carrier property

than other property.
In the case of Points 1 and 2, the objective is to require either "equalization"

in assessment or, at the very least, assure that a carrier will not be assessed at a
higher ratio to "true" market value than average (apparently weighted) ratio
of the aggregate of all property in the taxing district. In other words, if agri-
cultural property were assessed at 15% of value, residential at 30%, and other
business at 40%, a carrier would be entitled to have its property assessed at a
weighted average of these ratios.
In this connection, the thrust of S. 2289 is limited to the excess in the ratio to

"true" market value and the tax collected from such excessive value. If, for
example, railroad property were assessed at 60% of "true" market value and the
average of all other property were 40%, S. 2289 declares unlawful only the
20% difference, not the entire assessment. Similarly, only the collection of prop-
erty taxes on the 20% difference, not the entire tax, is prohibited. The purpose
of Point 3 is to prevent the purpose and ultimate effect of Points 1 and 2 from
being undermined as has happened in a number of States. For example, a State
law, constitutional provision, or court decision directs that all property be
assessed at a uniform average level which is then determined to be 60% of "true"
market value. Thereafter, it is determined that ICC-regulated carriers will pay,
for example, a $50 per $1,000 of value rate while all other property will be taxed
at $30 per $1,000 of value, thus defeating the objective of uniformity while paying
lip service to the principle.
Hearings have been held on the bill before the Senate Subcommittee on Surface

Transportation on July 30, 1969, at which time it was supported by the railroads,
motor carriers, oil pipelines, ICC, the State regulatory commissions and various
individuals and opposed by various State and local officials and. organizations of
State and local taxing bodies. On February 2, 1970, the Senate passed S. 2289,
as introduced, with four amendments: (1) the addition of a specific definition
of "transportation property ;" (2) inclusion of a 5% "tolerance factor" for
erroneous assessments; (3) a clarification of what constitutes a "taxing dis-

"National Transportation Policy," a preliminary draft of a report prepared for the
Senate Commerce Committee by the Special Study Group on Transportation Policies in the
United States (1961), pp. 445-491.



trict ;" and (4) the exclusion of property used primarily for the growing of timber

or agricultural purposes from the definition of "all other property". The first

amendment was suggested by the Comptroller General and defines transportation

property in accordance with the ICC's Uniform System of Accounts. The remain-

ing three, we understand, were suggested by Mr. George Kinnear, Director,

Washington Department of Revenue. The second is designed to meet a general

problem that exists in many States where a State agency "equalizes" local

property assessments of a carrier operating in more than one taxing district.

For example, a local assessor claims, in compliance with State law, to be assessing

carrier property at 25% of "true market value," but upon analysis, the State

agency determines that the actual rate is, in fact, 27%. Where a State has a

"tolerance factor" of, say, 5%, the State agency will concede the difference as a
4 matter of judgment. However, in the absence of the amendment to S. 2289, the

carriers could claim that the use of a tolerance principal results in discrimination.

The third amendment clarifies what constitutes a "taxing district" for the

purpose of S. 2289. It is designed to deal with the common situation of multiple

or overlapping taxing districts within a given political subdivision which may

*.

have different ratios of assessments or rates of tax, e.g., county, school district,

village, etc., which when compared, might be considered discriminatory under

S. 2289. To deal with this problem, the Committee's amendm•mt revises the

present wording "in any taxing district" to "assessment jurisdiction" in the case

of property assessments and "the same assessment jurisdiction and for the same

fiscal purpose" in the case of tax rates.

ISSUES

The issues with respect to S. 2289 are basically four in number: (1) need for

the legislation; (2) States' rights; (3) the effect on State and local revenues;

(4) the effect on other socially desirable economic programs of the State or local

jurisdiction. There, of course, is considerable overlap among these issues. As to

the first point, the need for this legislation, it has been demonstrated in the

several studies and hearings on this subject that discriminatory taxation of

surface carrier property is widespread whether under color of law or not. While

the States, often on the basis of a decision from either their own courts or the

Federal courts, have made some progress in the area of discriminatory assess-

ments, backsliding is always present unless there is a positive national policy in

the picture. Even if some uniformity is achieved in assessment. it is easily

defeated by setting different rates of tax on carriers' property than for other

property; hence, the proscription of this practice in the bill.
The rights of the States by S. 2289 is basically a political issue since the con-

stitutional power of Congress to legislate in this area is clearly appropriate under

the commerce clause. •
The matter of revenue loss is a serious one and, along with the "States' rights"

issue, is the principal basis for the imposition of the three-year moratorium.

Although measured in a total revenue sense, property taxes are not as important

as in former years, revenue from this source is still of vital importance to local

governments. Upon enactment of S. 2289, State compliance would, in effect,

mandate either raising the assessment and/or taxes on other property, a difficult

process for political and other reasons, or lowering the carriers taxes or assess-

ments to the average level of other taxpayers. In sparsely developed States or

local jurisdictions where a carrier, particularly a railroad, is the largest eco-

nomic enterprise, the latter step would appear to have a large revenue effect.

The total revenue effect is a matter of some dispute. In the Senate hearings on a

similar bill in the 90th Congress, S. 927, the railroads stated that because of

discriminatory assessments and/or tax rates in 21 States, around $72.0 million

in excessive property taxes were paid by the carriers in 1965. In this year's

hearings on S. 2289, the excess taxes due to discriminatory tax policies were

alleged to run around $69 million, $58 million in nineteen named states, the

balance in nine others. While there is no similar information for other modes

covered by S. 2289 and while there are, no doubt, other deficiencies in the data,

a potential revenue loss to the States (and corresponding benefit to the carriers)

of around $65-70 million would, in theory, seem possible upon the enactment of

the bill. It would appear, however, that State and local taxing bodies will take

some action in the face of this possible erosion of revenue. During the three-year

moratorium on the enforcement of S. 2289, the States or local governments could

be expected to make up the potential revenue loss either by raising property tax



rates for all tax payers or, more likely, develop new forms of nonproperty taxes
applicable to regulated carriers.
The fourth issue, the effect on other socio-economic policies of the State is in

many ways the most difficult one. Many States, for such worthy objectives as
industrial development, preservation of open space, promotion of the quality of
urban life, natural resource policy and so forth, have structured either the
assessment or tax rates of real property devoted to these purposes.
In the case of assessments, the effect of this bill on such classes of property

would seem to be minor (except in jurisdictions having a heavy emphasis on
natural resource or agricultural use) since the bill is apparently addressed to
assessment ratios in excess of the average ratio of all property.
Discriminatory tax rates are another matter since the bill gives the carriers

the benefit of the lowest rate. Here, again, the three-year enforcement mora-
torium provides for a period of adjustment.

CONCLUSIONS AND RECOMMENDATIONS

There is little question as to the existence of discriminatory property tax
practices against the railroads and, to a lesser extent, other IOC-regulated car-
riers. Since, generally, they are only remotely related to the economic perform-
ance of the carrier, property taxes have a regressive effect on the carriers' finan-
cial posture and earnings which, because of intermodal competition, cannot
always be passed along to the consumer. Even when allowance is made for the
real prospect that the States will find other ways to raise revenue from the carriers
to offset revenue losses, enactment of S. 2289 would seem to be of positive benefit
to the regulated surface transportation industry. At the same time, the political is-
sues in this legislation such as Federal involvement in matters of State and local
concern, tax revenue loss, and the possible impairment of other valid State poli-
cies ought to be given weight. These latter considerations are most pronounced
in States, most Western and Southern, which have a high percentage of property
in agricultural and natural resource categories.
As noted, the Senate has passed an amended form of S. 2289. Three of the

amendments are basically technical in nature and serve to make its provisions
clearer and more easily administered by State and local governments. The fourth
amendment, eliminating property used primarily for timber production and agri-
cultural purposes from the definition of "all other property" may, in some in-
stances, work to reduce somewhat the benefits of this legislation to the car-
riers. This amendment would permit the States to continue a measure of classifi-
cation, if State law so permits, for purposes of differentially assessing property
used for the growing of timber or for agricultural purposes. While the measure of
relief to the carriers would not be as great as that under S. 2289 as introduced,
some limited form of classification would not necessarily be unduly discrimina-
tory in nature. In the Department's view, this compromise approach is justified
in the public interest since it attempts to balance the competing interests involved.

,The Bureau of the Budget advises that from the standpoint of the Administra-
tion's program there is no objection to the submission of this report for considera-
tion by the Committee.

Sincerely,
JAMES A. WASHINGTON, Jr.,

General Counsel.

DEPARTMENT OF THE TREASURY,
Washington, D.C., June 8, 1970.

Hon. HARLEY 0. STAGGERS,
Chairman, Committee on Interstate and Foreign Commerce,
House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: Reference is made to your request for the views of this

Department on H.R. 16245, a bill "To amend the Interstate Commerce Act, as
amended, in order to make unlawful, as unreasonable and unjust discrimination
against an undue burden upon interstate commerce, certain property tax assess-
ments of common and contract carrier property, and for other purposes."
The proposed legislation would, in general, make it unlawful for any State

taxing district to assess a property tax against transportation property owned by
a carrier engaged in interstate commerce to the extent that the assessed value on
which such ax is based bears a higher ratio to the true market value of such
transportation property than the assessed value of all other property within the
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jurisdiction subject to a property tax bears to the true market value of all such

other property.
The bill, in addition, would make it unlawful to collect any tax on the portion

declared to be unlawfully assessed, to collect any ad valorem property tax on

such transportation property at a tax rate higher than tax rates applicable to any

other property in the taxing district, and grants jurisdiction to the Federal dis-

trict courts to enjoin any State, subdivision or agency from performing any act

declared to be illegal by the bill.
The bill has no impact on Federal taxation. Accordingly, the Treasury Depart-

ment takes no position on the merits of this proposed legislation.

The Bureau of the Budget has advised the Treasury Department that there is

no objection from the standpoint of the Administration's program to the pre-

sentation of this report.
(Sincerely yours,

JOHN S. NOLAN,
Deputy Assistant Secretary.

Mr. FRIEDEL. We have a number of witnesses and I would request

that their direct presentation be summarized wherever possible and

that the witnesses do what they can to give us a complete but brief

presentation.
Our first witness this morning is Mr. Thomas M. Goodfellow, presi-

dent of the Association of American Railroads.

STATEMENT OF THOMAS M. GOODFELLOW, PRESIDENT, ASSOCIA-

TION OF AMERICAN RAILROADS; ACCOMPANIED BY PHILIP M.

LANIER

Mr. GOODFELLOW. Good morning, Mr. Chairman.
I have with me Mr. Philip Lanier, who is vice president of the Louis-

ville & Nashville Railroad Co., and who has been chairman of the
committee that has put together our presentation. Mr. Lather will tes-
tify later on more of the technical aspects of the bill in question.
I am Tom Goodfellow, president of the Association of American

Railroads. I am here to express the support of the American railroads
for the objectives contained in bill H.R. 16245, especially the elimina-
tion of the long-standing burden which discriminatory State and local
property taxes impose on common carriers like the railroads.
Mr. Chairman, we are grateful for your interest as well as the interest

s> of your fellow committee members who have introduced identical leg-
islation. And, of course, our industry is greatly encouraged by the Sen-
ate's favorable action on S. 2289 earlier this year. This bill, also pending
before your committee, has the same objectives as H.R. 16245.
I believe the time is now for Congress to take a definite step to assure•

that States give common carriers equal and fair treatment in property
tax matters.
As you know, this problem is not a new one. Year after year it has

gone by without corrective State action. It was 9 years ago that a special
congressional study group confirmed there was a "studied and delib-
erate practice of assessing railroad property at a proportion of full
value substantially higher than other property subject to the same
tax rates."
Now circumstances have become such as to make the legislation pend-

ing here imperative.
The railroads' return on net investment in 1969 was only 2.38 per-

cent, far below rates enjoyed by other industries and even below levels
found by the Interstate Commerce Commission to be "substandard and
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inadequate." And for the 12-month period ending March 31, 1970, it
dropped to 2.08 percent. The industry has not earned as much as 4
percent on net investment since 1955-15 years ago.
Even so, the railroads have been spending heavily for modernization

of their properties and rolling stock because they must.
In fact, there is no question that this industry needs to invest at least

$2 billion yearly for new cars and other capital improvements. That
level was reached in 1966, but these outlays have had to be reducedsharply in the past 2 years under pressure of rising costs and shrink-ing earnings.

Business statistics of the Department of Commerce show that cor-porations in the United States, taken as a whole, generate their neededcapital funds through depreciation and retained income. But railroadshave not been able to do this, even though they have held their divi-dend payments to lower levels than other industries. They have had toresort to heavy borrowing just to sustain their curtailed rate of capitalspending.
Loans against railroad equipment exceeded $4 billion for the first

itime in 1967, and the total s even greater now. This increased debtand rising interest rates have caused a further drain on railroadearnings.
In the present inflationary economy there is little or no prospect forrelief. Rail union contracts are presently under negotiation that willsurely result in higher rates of pay. Prices of materials needed to op-erate and maintain the railroads are still rising and the end is not insight.
Also, I direct your attention to various other proposals which couldlikewise result in large costs that the railroads are in no financial po-sition to bear.
I refer, for example, to costly measures addressed to the safety of op-erations, including greatly expanded programs for highway railway-grade-crossing protection devices and separations. We are faced withrecurrent increases in payroll taxes to finance railroad retirement an-nuities. And, as another example, there are the various proposals fordealing with problems of freight car supply.
Consideration of these matters—and of many others which are pre-sented from time to time—cannot realistically ignore the severe limi-tations that exist on the financial resources of the railroads and theiraccess to capital and operating funds. There is clearly a bottom to thisbarrel, and the railroad industry—especially in these times of rapidcost inflation—is perilously close to it.
In these difficult circumstances any continuation of unfair tax over-charges is clearly contrary, not only to the best interests of the rail-roads, but to the national interest as well. In the situation concerningus, these overcharges now amount of $69 million annually.We are not unaware that the States are also beset with money prob-lems—problems arising from urban density, suburban blight and flight,and other demands of modern society.
But I hope it is clear we are not here asking special tax favor fromthe States. We seek only the same treatment accorded other taxpayers—in other words, fairness and nothing more.Our industry's just tax contributions have been an important corner-stone of State and local tax programs, and we expect to continue to

"or
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pay our way and to contribute our fair share in assisting the States
to meet their responsibilities to their residents. But we cannot ignore
unjust, unfair and deliberately continued practices which put a greater
tax burden on railroad property than on the property of other
taxpayers.

It has been properly said, "The power to tax is the power to destroy."
If unfair State tax policies continue unchecked, the economic vitality
of our industry could well be sapped. Unaided, we can do little about
this "destructive erosion."
We can only attempt to survive it.
And a part of the cost of survival must be passed on to shippers, who

must, in turn, pass it on to consumers.
An industry like ours does not exist in a vacuum. The public needs

the services of the railroads, and any inequities we suffer ultimately
must be felt by the public.
Yes, the tax equalization envisioned by this bill is of critical im-

portance, not only to the railroads, but also the public we serve.
In terms of service and modernization, overpayment of taxes attrib-

utable to the problem dealt with here could provide a 20-percent down-
payment on 1,400 locomotives or on 23,000 freight cars.
The situation of the railroads is vastly different from that ol the

other principal modes of transportation with which the railroads must
compete. Regardless of the financial circumstances of other operators,
public funds continue to flow in vast and often increasing amounts for
programs to provide highways, waterways, airways, and airports. This
fundamental difference has an extremely important bearing on the
capability of railroads to take steps which may, in the abstract, seem
altogether desirable.
In short, and in good old American fashion, we have to make it on

our own.
Fortunately, we have some inherent advantages over the other modes

of transport, and I am proud to speak of them for just a moment. We
have a capacity to move large volumes over great distances at reason-
able speed and at low cost. We are more efficient from an engineering
standpoint. We have greater fuel economy. We have an existing plant.
We have near invulnerability to weather. Add these and other pluses
and the flanged wheel keeps rolling on the steel rail because it is still
the best all-around form of transportation. That is what I believe.
And because I also believe the predictions about the future of this

country, I see a great need for healthy railroads in the decades ahead.
Economists predict a gross national product of nearly $2 trillion

by 1980. That is doubling the present GNP in a decade. There will be
245 million people and 77 million households. There will be an incred-
ible demand for homes, automobiles, recreation equipment for every-
thing the mind can devise and the heart desires.
Zooming consumer needs—and the related unprecedented produc-

tion—will combine to place unheard-of demands and dependence on
transportation.
Railroads are doing their best to prepare for the role they must play

in our future. Their services will be vital. But the "name of the game"
these days is modernization—and that takes money. Railroads can ill
afford to have more money taken away from them—or more financial
burdens put upon them.
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Last year, 1969, marked the centennial of the driving of the Golden
Spike, a symbol of the project which first permitted man to span this
continent by rail. It was, of course, also the year when man first linked
parts of the universe. Both events have a common basis: the ingenuity
of man in meeting the challenges of his overexpanding environment.
But we can only expect continued success in space if we continue our
economic strength here on earth, and a vital cog in this is a modern
transportation system.
So, in the circumstances now confronting the railroad industry, and

for other reasons which qualified railroad witnesses will present at this
hearing, I earnestly urge that you give favorable consideration to H.R.
16245 and its related bill S. 2289.
Mr. FRIEDEL. I want to thank you, Mr. Goodfellow. You made a very

fine statement. What impressed me greatly was your statement on page
4 when you said that "we seek only the same treatment accorded other
taxpayers—in other words, fairness and nothing more."
I think you made a contribution to the passage of this bill.
Mr. Cunningham, any questions?
Mr. CUNNINGHAM. Thank you, Mr. Chairman.
I appreciate the statement that Mr. Goodfellow has made. I intro-

duced similar legislation on March 5, 1970. I think, Mr. Chairman,
the legislation is long overdue. We have been struggling with the
problems of the railroads in this committee for many years. This is just
one part of the jigsaw puzzle that is going to finally be put together to
give relief to this vital segment of our overall transportation system.
I hope we can act upon this quickly and bring relief to the railroad

industry. Mr. Chairman, that is all I have at the moment.
Mr. FRIEDEL. I want to thank you, Mr. Goodfellow. We have quite a

few witnesses and we are trying to get them on.
Our next witness will be Mr. Philip M. Lanier, vice president, law,

Louisville & Nashville Railroad Co.
Mr. LANIER. Thank you, Mr. Chairman.
Mr. FRIEDEL. Mr. Lanier, I see you have a very lengthy statement.
Mr. LANIER. I am going to summarize it, sir.
Mr. FRIEDEL. The full statement will be included in the record fol-

lowing your summary.

STATEMENT OF PHILIP M. LANIER

Mr. LANIER. Mr. Chairman, Mr. Cunningham my name is Philip
Lanier. I am vice president, law, of the Louisville & Nashville Rail-
road in Louisville, Ky. I am speaking today in behalf of AAR in sup-
port of H.R. 16245 and other bills identical with that, including the
one which Mr. Cunningham has introduced.
This matter has been before Congress before. In 1964 and in 1966

on the House side and in 1967 and 1969 on the Senate side. On January
30 of this year the Senate passed a bill identical with the ones before
this subcommittee unanimously. I emphasize the unanimity of this
support because to me it speaks for the widespread agreement that this
is sound legislation.
The purpose of the bills is to exercise the undoubted power of Con-

gress in the field of interstate commerce to insure that taxation of
interstate carriers by States and their subdivisions is on a nondiscrim-
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inatory basis so that interstate commerce shall not be burdened with
the disproportionate share of local charges.
The railroads are especially interested in this because of their great

ownership of property. The property is either fixed in location in the
case of right-of-way and tracks or it is movable. But if it is movable,
it is operating constantly, at least some part of it, through the States,
as in the case of cars and locomotives.
This property cannot be picked up in the case of the tracks and the

right-of-way. In the case of cars and locomotives it must move through
these particular States. It is, therefore, a ready target for the tax
assessor and the assessors have utilized that fact, we think, to our
disadvantage.
These taxes that we speak of as being excessive are a very substantial

part of the cost of doing business. We estimate that in 1968 class I
railroads paid $293 million in property taxes. I will speak later of the
degree of discrimination we find in that. These bills would declare the
congressional policy in a congressional statement that taxation of
transportation companies' properties must be at equalization ratios
uniform with those used with other property generally, and at tax
rates uniform with those used for other property.
The second aspect of the bill is to make the Federal courts readily

available to enforce the requirements of uniformity.
The discrimination that I speak of has occurred and does occur in

two ways.
First of all, in equalization ratio; that is, in the perepAtage of fair

market value at which properties are assessed. As an example, railroad
property may be actually put on the tax rolls for taxing purposes at 60
percent of value, whereas the other property is at only, say, 20 percent.
If the same tax rate of $1 per $100 is applied, we are paying 60 cents

per $100 of fair market value and the other taxpayer is paying 20
cents. The discrimination, therefore, is three times.
Less often there is a discrimination in the tax rate itself. That does

not occur so frequently, but it is no less expensive than equalization.
This discrimination almost always occurs in violation of the State's
own constitution and statutes. It is a practical discrimination that I
speak of and not one that is written into the law.
However, we are concerned with an increasing tendency on the part

of States in the face of successful litigation by the railroads and other
utilities to put into their constitutions a classification that would go
beyond anything that they have to date.
. Paragraph 3 of the proposed legislation would allow the complain-
ing taxpayer to go into the U.S. district courts to seek an injunction or
other process to restrain the imposition of this excessive tax. There is
nothing new in this concept, although there have been complaints that
there is something new.
Under the present law Federal courts are available, but they are

available under conditions that are so stringent in their practical ap-
plication that they are seldom invoked, unless it can be shown that the
State remedy is not plain, is not speedy, and is not efficient. Then the
Federal court has jurisdiction to issue an injunction.
We have found in the ralilroa,d industry, and I am sure it is true of

other carriers, that this has often been used by the States, not as a
shield. to protect ,themselves from taxpayers' suits, but as a sword to
make it more difficult for the complaining carrier to get relief.

46-768 0-70-2
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Let me illustrate the practical application of this. In Illinois liti-
gation was commenced in the State courts in 1952. After 400-some-odd
cases had been filed, after nine or 10 of those had gone to the Supreme
Court of the State of Illinois2 one railroad 15 years later was still con-
testing some of its taxes. This railroad found that the State remedy,
even though there was one in the statute, was not speedy, was not effi-
cient, and was not very plain.
This is but one example and my statement contains a few others. I

will skip over them for the sake of moving along.
I would like to point out at this time, Mr. Chairman, some aspects

of H.R. 16245 and the other bills that reflect an effort to meet some of
the objections 'which have been made to this legislation in the past.
These bills now contain three amendments which were placed by the
Senate into 5.2289. Those amendments are these:
The term "assessment jurisdiction" has been substituted for "taxing

district." This is a technical matter that I need not get into at present.
There has also been included a 5-percent tolerance factor relative to
the injunction. The first amendment, this modest one of terminology,
was intended to meet technical problems of overlapping taxing dis-
tricts which State tax administrators pointed to before the Senate
Commerce Committee.
The second, that of the 5-percent tolerance factor, was for the pur-

pose of preventing issuance of restraining process in instances of un-
intended and insignificant variations in assessment. There are those
instances and we who work in the tax field know it is not a precise
matter.
The administrators asked for a tolerance factor and the Senate

Commerce Committee placed one in the bill. That appears in para-
graph 3 now of your bills.
I would also bring to your attention paragraph 2(c) of H.R. 16245

and the other bills. This paragraph defines the term "all other prop-
erty." This definition excludes agricultural land and timberland from
the body of property with which transportation property is compared
for the purpose of measuring the degree of discrimination. This
definition was inserted on the Senate floor and it too was adopted
in order to meet some of the objections of the tax administrator.
The language of the House bills is the same as that of S. 2289 as

passed. I think, therefore, that major objections of the State tax ad-
ministrators have been met in the legislation as it appears before
you and as you introduced it, Mr. Chairman.
The fact and the extent of this discrimination of which we com-

plain are well documented. Reference is made in my statement to a
number of sources. I can summarize them very quickly by saying that
it started in 1944 with a document in the House of Representatives
which commented upon the fact of the discrimination and the weight
that it bore in the business of the railroads. The Senate Commerce
Committee in 1961 sponsored a study made by General Doyle, which
confirmed the continued existence of that.
Too
' 

the Advisory Commission on Intergovernmental Relations con-
firmed it. The Census Bureau in studies in 1957, 1962, and 1967 con-
firmed that it still exists and they show the extent of it.

State legislative committees and State ad hoc committees appointed
by the legislature or by Governors in various States have confirmed
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the existence of this discrimination. California, Colorado, and Ala-
bama, I refer to in my statement.
I have included as appendix A in my statement a list of court cases

which I put forward as judicial findings of discrimination. I think,
therefore, it is fair to say that this fact and the extent of the dis-
crimination have been established by congressional studies, State legis-
lative studies, State gubernatorial committee studies, and by other
Federal organizations, including the Census Bureau and by the courts
in cases before them.
In an effort to show you the probable extent of the discrimination,

I have attached appendix B to my statement. This is not a complete
resume of the discrimination. It lists specifically 19 States and shows
what we believe in 1968, the last figure available, to be the discrimina-
tion under which the railroads labor in those States.
There are an additional 11 States, I believe, listed, or 10 perhaps.

They are summarized. We did not list them specifically. The total
discrimination, total excessive tax, we believe in 1968 to have been
$58 million.
That is for the 19 States. For all of them we estimated it to have been

$69 million. We believe, in the 9 years in which this legislation has been
before Congress, the railroads have paid excessive property taxes
of over $900 million. The situation is not improving, because while the
dollar amount may have gone down, and it has since some of the earlier
hearings, the number of States discriminating has increased.
I have summarized in my statement, too, an attempt to illustrate

just what it is that the $69 million means to the railroads. I will not go
over those items except to point to one particular item: $69 million,
the excessive tax in 1968, exceeded the total amount of tax reduction
realized by the industry in that year from the 7-percent investment
tax credit.
This seems to me a perfect illustration of why it is appropriate for

Congress to act in this field. Investment tax credit was enacted by
Congress in an effort to meet some of the capital needs of all industries,
including the railroads. Yet that particular relief that Congress in-
tended to go into capital expenditures by the railroads was more than
absorbed by the discriminatory taxation of the States. In other words,
the policy of Congress relating to interstate commerce was frustrated.
This is a clear example of what the Supreme Court was talking about
when it said, "There is scope for operation of the commerce clause
when State legislation normally of local concern is in point of fact
aimed at interstate commerce or by its necessary operation is a means
of gaining a local benefit by throwing the attendant burdens on those
without the State."
On the point of the burden of interstate commerce, in the question of

whether Congress is able to reach this particular discrimination, there
was submitted in earlier hearings before this committee, 1966, a brief
prepared by two professors at Vanderbilt University, Prof. Paul Hart-
man and Prof. Paul Sanders.
I have today copies of that brief and I would like to submit this

for the record at this time, Mr. Chairman, if I may.
Mr. FRIED. That we will keep for the files, not for the record. We

will keep it in the files of our committee. In the meantime I will say
that your appendices A, B, C, and D we will have included in the
record.
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Mr. LANIER. Thank you, sir.
I would also like to submit appendix C, a letter from Professor

Sanders, dated June 4, 1970, in which he stated that the opinions
which are expressed in that brief are still valid. He has examined the
later cases and has found nothing to change his views that Congress
is constitutionally empowered to act on this matter.
Mr. FRIEDEL. This will be included in the record.
Mr. LANIER. Let me turn for a moment to the inadequacies of the

existing remedies. I spoke earlier of litigation in Illinois which con-
sumed 17 years. Now, this was partially in Federal courts and par-
tally in the State courts, but when we went to the Federal courts
they told us there was a plain, speedy, and efficient remedy under State
law and they would dismiss the case.
That plain, speedy, and efficient remedy at State law consumed 17

years, 400 cases, as I cited a moment ago. We had an illustration in
Kentucky several years ago in which the complexities of attacking a
special rate which was enacted by the legislature for 2 years appli-
cable only to railroads and _public utilities—the complexities were so
great we gave up and concluded we would spend more money than
if we were to pay the tax.
Had we had available the relief which these bills offer, the remedy

of the Federal court, the whole matter could have been wound up in
one case. The State constitution in my opinion could have been en-
forced, because in my opinion it was being violated by the legislation.
The Southern Pacific and the Santa Fe Railroads have had an

experience in Arizona which I have detailed in my statement, which
I will briefly go over with you at this time.
In 1960 the Southern Pacific brought suit in the Arizona State

court under a constitutional provision which does permit reasonable
clas§ification. The legislature had not classified, however, but there
was a practical classification. It asserted its property was assessed at
89 percent of its full value and that other property was assessed at
only 20 percent. It won.
The Arizona Supreme Court in 1963 held the action of the State

unlawful. It denied recovery, however, for back taxes, but it did say
that injunctive relief would be available in the future.
The legislature thereafter eliminated the injunctive relief, it

amended the law in 1964 to take it away. In 1967 it enacted a classifi-
cation law putting railroads in the highest classification at 60 percent
of full cash value.
Our competitors, the motor carriers, were in the third classifica-

tion at 25 percent. So we ran into problems even within the
discrimination.
The Santa Fe and Southern Pacific again went to Federal court.

Again they were told there was a plain, speedy, and efficient remedy
at State law. They went into the State court and in 1970, in January,
the State court issued an opinion holding that the classification was
unlawful. It ordered refunds. That was 10 years after this process
started.
In between, the legislature had endeavored to write into the law

the discrimination that had theretofore only been sanctioned. The case
is not concluded. The matter has been argued before the supreme
court of the State. It could go to the U.S. Supreme Court.
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The Arizona Legislature has again refused to take any steps to
alleviate the problem and, even if they prevail, the railroads will still
have some discrimination written into the statute.
It is these legislative problems that bother us now. I want to give a

bow to the many administrators in the States who have taken great
steps in bringing about equalization of properties. We find—by "we"
I mean the people who work in the field for the railroad—we find
that at the administrative professional career level there is a great
effort and interest in bringing about the good property administra-
tion practices that come with uniformity. Many of them have done a
great deal.
The field we are getting a great concern in now is the increasing

tendency on legislatures' parts to enact classification in statutes—we
can attack these on constitutional grounds—or amend the constitu-
tion. In Tennessee, as an example, my company, in about 1965, won
an ad valorem tax case which said simply that the Tennessee constitu-
tion demands uniformity, and that the long-practiced discrimination
by the State in the assessment by making railroads and utilities higher
than other property was in defiance of the State's own constitution.
The response of the legislature was to call a constitutional conven-

tion or to propose a call limited to the subject—which it very plainly
stated in the bill and that bill is in the appendix—to classify proper-
ties for the purposes of taxation. I need not say, I suppose, that rail-
roads would be in the very top class at 55 percent. The lowest class
was 20 to 25 percent.
That call was submitted to the people and it passed. The delegates

to that convention will be elected this year and the convention will be
held next year.
If it writes classification into the constitution, it will have opened

up an example for many other States to follow and appendix D is
filled with bills selected throughout the country of just this kind of
effort.

This is the area that we find most troublesome at the present time.
I may say that the idea of classification is not a unanimous one, even

among the administrators in Tennessee. There are some who think it
a very undesirable step and I believe—I know in the case of one—that,
if they could point to a congressional act which they could say would
simply nullify action of the State, they would be much gratified.

It is perfectly appropriate to amend the Interstate Commerce Act
on this score. Congress has acted before in such instances to remove
discrimination, for instance, in the question of intrastate rates being
too low so that a burden was cast upon interstate rates. This is a per-
fect precedent for this kind of action. That, sir, is a summary, perhaps
too long, of the statement which I have here.
I believe that the statement establishes that there is a discrimination.

I believe it establishes with reasonable accuracy the extent of it and 1
believe it establishes the great value that the legislation which mem-
bers of this committee and of this subcommittee have introduced, the
great value that that legislation can have in promoting interstate
commerce.
(Mr. Lanier's prepared statement and appendixes follow:)
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STATEMENT OF PHILIP M. LANIER, IN BEHALF OF ASSOCIATION OF AMERICAN
RAILROADS

INTRODUCTION

My name is Philip M. Lanier. My business address is Louisville and Nashville
Railroad, 908 West Broadway, Louisville, Kentucky. I am Vice President-Law
of the Louisville and Nashville Railroad Company. I appear today in behalf of
the member lines of the Association of American Railroads and in support of
H.R. 16245, H.R. 16251, H.R. 16316, H.R. 16357, H.R. 16411, and H.R. 16639.
The members of that Association operate 95% of all the railroad mileage in the
United States, employ 93% of all railroad workers. In terms of traffic, they ac-
count for about 99% of the railroad industry.
Testimony will also be 'offered by Mr. Thomas Goodfellow, President of the

Association, and by Dr. Rolf Weil, President of Roosevelt University, Chicago,
who is quite knowledgeable in valuation and assessment and is thoroughly expe-
rienced in the field of establishing the fact of discrimination. He will describe to
you how it is possible to establish a value of railroads for purposes of 'taxation
and, from that 'and other evidence of a probative character, to demonstrate the
degree of discrimination.
The House Committee on Interstate and Foreign Commerce has considered the

subject matter of these bills before. In 1964 this subcommittee held hearings on
H.R. 736 and H.R. 10169; in 1966, the full committee 'held hearings on H.R. 4972
and twelve identical bills; and in 1967 'the Subcommittee on Surface Transporta-
tion of the Senate Committee on Commerce held hearings on S. 927; in 1969 that
Subcommittee held 'hearings on S. 2289. That bill unanimously passed 'the Senate
on January 30, 1970, being identical with the bills now before this Subcommittee.
I emphasize the unanimity of the support for this legislation in the Senate,
because it shows to me 'the widespread agreement that this is sound legislation.
The AAR and its members have supported the legislation on each occasion.
The purpose of these bills is 'to exercise the undoubted power of Congress in the

field of interstate commerce so as to insure that taxation by states and their
subdivisions of the transportation property of certain interstate carriers, in-
cluding the railroads, is on a non-discriminatory basis, in order 'that interstate
commerce shall not be burdened with a disproportionate share of local charges.
Because their properties are discriminatorily taxed, to their disadvantage and
to the detriment of the shipping and traveling public, the railroads for whom
I speak support this legislation.

Railroads own a great deal of transportation property. It is either fixed in loca-
tion, as in the case of right-of-way and track, or movable but operating constantly
through the state as in the case of cars and locomotives. Class I railroads (those
having annual operating revenues of $5 million or more) have 338,000 miles of
track, 1,795,000 freight cars, 13,000 passenger cars and 27,000 locomotives.
This property cannot be picked up and moved elsewhere for production. It is,

therefore, a ready target for the assessor. In 1968 Class I railroads paid property
taxes of an estimated $293 million. (Increased tax rates probably raised that
sum in 1969.) This was 31% of our total tax bill and the equivalent of 52% of
our combined net income for 1968, so we are talking about a highly significant
subject.
In furtherance of its objective, these bills contain a clear Congressional state-

ment that the taxation of the specified carriers' transportation property at equal-
ization ratios or at tax rates not uniform with those used in respect of other
property in the taxing district is unlawful as an unreasonable and unjust dis-
crimination against and as an undue burden upon interstate commerce, and they
make Federal courts readily available and accessible for purposes of remedying
a contravention of the rule of uniformity.
This discrimination can and has occurred in at least two forms. Most often, it

appears in the use of an equalization ratio higher than that used in respect of
property generally within the taxing district. For example, a state may compute
the fair market value of a railroad's transportation property and then place the
assessment at 60% of value, thereafter applying a tax rate to that assessed
figure. The assessment of the property of other taxpayers generally may be at,
say, 20% of the fair market value. (In such a situation, the term "equalization"
is a misnomer, but I need not dwell on that.) There is then applied to that 20%
of value the same tax rate that was applied to the railroad's property. If that tax
rate were, for instance, $1.00 per $100 of equalized value, then the effective tax
rate applied against the railroad is 60 cents per $100 of fair market value ($1.00

46.
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times 60%) and the effective rate paid by other taxpayers is 20 cents per $100 of
fair market value. The discrimination in such a case lies in the fact that the rail-
road pays, per $100 of fair market value, three times as much tax as does the
other property owner even though the tax rate is nominally the same, that is,
$1.00 per $100 of value.
Less often, there appears discrimination in the tax rates themselves; this

simply means that a higher tax rate is applied to railroad property than to other
property, and it is no less expensive than discrimination in equalization.
I should state at this point that the discrimination which is practiced is quite

often—in fact, almost always—in violation of the provisions of the state's own
constitution and statutes. It is a practical discrimination, not supported or
sanctioned by the language or intent of the state's written laws. Quite often,
too, it goes against earlier decisions of the state's courts declaring discrimination
to be unlawful.
The effect of paragraph (3) of the proposed legislation is to allow a complain-

ing taxpayer to go into the district courts of the United States to seek an injunc-
tion or other proper process, mandatory or otherwise, to restrain a state or sub-
division or agency thereof, or any person, from performing an act declared by
paragraph (1) of the bill to be unlawful.
There is nothing new in this concept. Under the present law, there is access

to Federal courts under some conditions. The conditions are, however, so strin-
gent in their practical application that they are seldom invoked. Any effort to
invoke the aid of a Federal district court at the present time will be met by the
assertion on the part of the defendant that, by reason of the provisions of 28
United States Code Section 1341,' the court may not entertain jurisdiction.
Relying upon that section, officials and agencies against which an action has

been brought in Federal court will assert that state law provides that an ag-
grieved taxpayer may, for example, pay his tax under protest, sue for refund
and, if he receives judgment, collect interest on the excessive amount. They assert
that this is a plain, speedy and efficient remedy, and the court will often hold
that to be the case. But in one midwestern state, where a plain, speedy and
efficient remedy supposedly existed by virtue of statutory provisions in state law,
litigation commenced in 1952 and after some 400-odd cases had been filed and
after some 9 or 10 of those had gone to the Supreme Court of the state, one rail-
road was still, 15 years after starting, trying to bring to trial cases in four
counties, involving, for a relatively small company, over half a million dollars
in contested taxes. Delays were deliberate. A case would be called, for example,
for a hearing on Friday morning; when the railroad's attorneys from out-of-state
headquarters arrived, they would be told that the hearing had been delayed until
Monday morning; when Monday morning came, the case would be put over until
the end of the week; when Friday came, the case would be put over for two
weeks and this continued, time after time. The last refund to this railroad was
paid in 1969. Can this, in actuality, be called a speedy and efficient remedy?
In another instance, Southern Pacific and its rail affiliates were required to

bring 48 separate suits in 48 separate California courts to challenge the level of
railroad property assessments by 48 counties and cities in California.
I know of only one instance in which a Federal district court has, in recent

years, taken jurisdiction of a case alleging property tax discrimination.' The
taxpayer alleged and established that the Tennessee Constitution and statutes
required uniformity of equalization ratios; that there was discrimination against
it in the application to it of an equalization ratio hgher than that generally pre-
valing in the State; that this discrimination was intentional; that the Tennessee
Supreme Court had often stated that the remedy of any taxpayer in such a situ-
ation was to seek to raise to actual cash value the assessments of all taxpayers
in the State that were below actual cash value; that the Supreme Court of the
United States had stated that the failure of a state to grant the uniformity
demanded by its own constitution deprived the aggrieved taxpayer of equal pro-
tection of the laws and thus constituted a violation of the Constitution of the
United States; that, in such a case, the remedy prescribed by the Tennessee court
constituted no remedy at all and did not satisfactorily protect the taxpayer in
its constitutional right under the Fourteenth Amendment. The District Court
accepted jurisdiction, held for the taxpayer, and was affirmed on appeal.'

"The district court shall not enjoin, suspend or restrain the assessment, levy or collec-
tion of any tax under State law where a plain, speedy and efficient remedy may be had in
the courts of such State."

2 Louisville and Nashville Railroad Company v. Public Service Commission, et al., 249
F. Supp. 894.
'389 F. 2d 247.
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AMENDMENTS TO MEET TAX ADMINISTRATOR OBJECTIONS

During the course of hearings on the Senate Side on S. 2289, the Senate
counterpart of the bills now before this Subcommittee, tax administrators made
several objections to the bill. Reflecting their comments, the Senate Committee
on Commerce adopted two amendments. They were—

(a) the use of the term "assessment jurisdiction" in place of "taxing
district", and
( b) the inclusion of a 5% tolerance factor.

The first amendment was intended to meet technical problems of overlapping
taxing districts and the second was for the purpose of preventing issuance of
restraining process in instances of unintended and insignificant variations in
assessments.
I wish to bring also to your attention paragraph 2(c) of H.R. 16215, which

defines the term "all other property". This definition excludes agricultural and
timber land from the body of property with which transportation property is
compared for the purpose of measuring the degree of discrimination. The defini-
tion was insrted on the Senate floor. It was adopted in order to meet tax adminis-
trator objections concerned to protect certain state policies relating to such lands.
The language of the House bills is the same as that of S. 2289 as passed.

Major wishes of the state tax administrators have, therefore, been met in this
legislation.

THE FACT AND EXTENT OF DISCRIMINATION

The existence of the discrimination of which the railroads complain and which
is the reason for their support of H.R. 16245 and identical bills has been well
established. It has been recognized by study groups and by courts as a result
of evidence produced before them.
As long ago as 1944, reference to discrimination appeared in a Congressional

paper. In House Document No. 160, dated September 19, 1944, in "Letter from
Board of Investigation and Research Transmitting a Report on Carrier Tax-
ation", it was said:

"The officials of approximately half the states readily concede that rail-
roads are being overtaxed because of inadequate equalization.. . . If we ac-
cept the standards of equity set forth in present tax laws, this failure to
equalize state and local assessments is probably the most significant of the
railroads' tax grievances."

Some 17 years later, discrimination once again occupied the attention of a
Congressional group, this time the Senate Committee on Coramerce.9 This report
stated that in 1957 railroads paid ad valorem taxes in 31 states in an amount
that was excessive to the extent of $141 million, when compared with the taxes
on locally-assessed property. The Doyle Report relied upon information furnished
by the Association of American Railroads, but it stated that while its own re-
sources had not been such as to enable it to conduct an independent survey, its
research had been sufficiently extensive to establish "that relative discrimina-
tion, of considerable magnitude, does, in fact, exist against the railroads in the
assessment procedures of State and local governments for ad valorem taxation
purposes. Therefore, the data is accepted as confirming the judgment of this
study group that state and local assessment procedures do discriminate against
the railroads." 6
Two years after the publication of the Report on National Transportation

Policy, the Advisory Commission on Intergovernmental Relations stated that
the equalization problem had existed for a long time, "but in recent years it has
become more serious, with utility property [including railroad property] centrally
assessed at much higher ratios of market value than locally assessed property
in numerous states".7

Studies of the Census Bureau published in 1957 and in 1962 substantiate the
claim,' and in 1967 and 1969 the Senate Committee on Commerce confirmed it.9

4 Pp. 124-25.
5 National Transportation Policy, Report of the Committee on Commerce, United States

Senate, 87th Congress, First Session, by its Special Study Group on Transportation Policiesin the United States, Report No. 445 (1961), sometimes referred to as the "Doyle Report".
6P. 487.
7 The Role of the States in Strengthening the Property Tax 168.
8 U.S. Bureau of the Census, U.S. Census of Government: 1957, vol. V, Taxable Prop-erty Values in the United States; U.S. Bureau of the Census, Census of Governments:1962„ vol. II, Taxable Property Values.
9 Report No. 1483, 90th Cong., 2d Bess., Discriminatory State Taxation of InterstateCarriers; Report No. 91-630, 91st Cong., 1st sess., Discriminatory State Taxation ofInterstate Carriers.
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Statement of the fact of discrimination is not limited to Federal and inter-
governmental publications. A California legislative committee found in 1959 that
the property of railroads and public utilities in California was being assessed at
approximately twice the State-wide average for locally assessed property and
that this practice was in violation of the California Constitution." A Colorado
legislative council committee found that in 1959 State-assessed properties were
being equalized at a level substantially higher than that prevailing for local

assessments."
The Alabama Committee on the Revision of State Tax Laws stated, in a 1957

report, that local assessments were at levels "far below the statutory ratio [of
60% of actual market value]. Not a few counties are assessing at less than
20%; no county exceeds a 35% level of assessments." This was at a time when
railroad property was being equalized in Alabama at not less than 40% of actual
market value. Continued existence of that discrimination was found in 1967 by
another legislative committee."
I have attached to this statement as Appendix A reference to a few selected

cases showing judicial findings of discriminatory equalization ratios, offering this

as further evidence of the fact of discrimination.
To establish the probable extent of the current discrimination which the rail-

roads of the Country are experiencing, I have attached to my statement Appendix

B which sets out our best judgment as to the present degree of discrimination.

The equalization ratios shown for property other than railroad transportation

property are substantiated by reliable statistical studies or by the findings of an

official state agency. You will see that specifically included in the statement as

discriminating are 19 States, from all sections of the Country. The total of the
estimated excessive taxes assessed against the railroads by those states in 1968

is slightly in excess of $58 million. The specific list is not all-inclusive for there
are other states which discriminate, but to a lesser degree. I have not specifically

listed in the appendix any state in which the degree of discrimination is less
than 20%, referring to them only in the aggregate. The total sum involved is,
In the railroads' opinion, $69 million. In our judgment the excessive property
taxes paid by the railroads in the period during which remedial legislation has
been before Congress—the last nine years—is over $900 million.
This appendix illustrates that the situation in the Country is not improving.

In 1967 Senate hearings on similar legislation," a table waS submitted showing
21 states as discriminating and showing the excessive taxes as being $71,891,435.
Today, although slightly less in dollar amount, discrimination is practiced by at

least 28 states.
THE EFFECT OF DISCRIMINATION

Let me translate $69 million into tangible terms for the railroad industry.
That amount of money—

Is enough to provide a 20 percent down payment on 23,000 new freight
cars, or to purchase outright nearly 5,000 new freight cars.
Would pay for 14,680,000 new wooden cross ties, equal the approximate

average number laid in replacement annually by Class I railroads in the
past decade.
Would buy 500,000 tons of new rail, enough to renovate more than 2,250

miles of track.
Would build five modern push-button yards, each capable by classifying

eight 100-car trains every hour.
Represents more than 10 percent of the railroad industry's entire net in-

come in 1969.
Exceeds the total amount of tax reduction realized by the railroad industry

in 1968 from the 7 percent investment tax credit
Is equivalent to the gross revenue received by railroads for moving 5 bil-

lion tons of freight one mile.
Is equivalent to the net earnings on 40 billion ton-miles of average freight

(or 13 million tons of freight hauled from coast to coast).

18 Report Report of the Joint Interim Committee on Assessment Practices to the Cali-
fornia Legislature (1959), p. 12.

'I "A Survey of State Assessment of Property", Legislative Council Report to the
Colorado General Assembly: Public Utility Assessments, Research Report No. 33, 1959,
p. vii.

12 Report of the Joint Interim Committee on Ad Valorem Taxation of the State of
Alabama.

la S. 927.
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I ask your particular attention to the statement above that $69 million exceeds
the total amount of ,tax reduction realized in 1968 by the railroad industry from
the 7% investment tax credit. Here is an industry to which Congress had granted
a degree of tax relief through the investment credit. Yet that relief was more
than offset by discrimination on the part of certain states. This is a perfect
illustration of the need and of the justification for Congress to enact this legis-
lation. How can Congress expect that its policies for interstate railroads can
be put into effect if states, through discriminatory taxation, so burden those
railroads as to interfere with their serving the needs of interstate commerce?
And is it not plain that when agencies of interstate commerce bear an excessive
intrastate burden of more than 10% of their net income, the commerce itself is
being burdened? This is a clear example of what the Supreme Court was talking
about when it said ". . . there is scope for [operation of the Commerce Clause]
when state legislation nominally of local concern is in point of fact aimed at
interstate commerce, or by its necessary operation is a means of gaining a local
benefit by throwing the attendant burdens on those without the state." 14 This
illustration speaks directly to the point of the power of Congress to enact such
legislation as this, a subject discussed in detail by two distinguished professors
of law, Messrs. Hartman and Sanders of Vanderbilt University. They have pre-
pared a treatise on the point which was submitted to the House Commerce Com-
mittee at hearings in March, 1966, on earlier legislation. I have ten copies of this
document, which I submit herewith, and I offer as Appendix C a letter from
Professor Sanders in which he states that the views expressed in that brief four
years ago hold good today.

THE INADEQUACIES OF EXISTING REMEDIES

In earlier hearings, opponents of the measure have asserted that paragraph (3)
is unnecessary because under existing law if a state does not provide a plain,
speedy and efficient remedy in its own courts, 28 U,SC Section 1341 is no barrier
to going into Federal court Thus, they say, either relief may be had through the
state courts, with ultimate appeal to the Federal system, or 'access may be had
to the Federal system in the first place.
It may be admitted that on paper there appears to be a means by which a rail-

road suffering discrimination in property taxation may obtain early and adequate
relief either through the state system or through the Federal system. This is the
letter of the law but the application of the law is otherwise.
I have earlier referred in my statement to a long period of litigation which

was commenced in 1952 and came to final disposition only in 1969. A total of 17
years was consumed and in that time numerous suits were filed at both the
Federal and state levels. The Federal cases were dismissed on the grounds that
the state statutes provided for a plain, speedy and efficient remedy, and yet toachieve that remedy required 17 years and tremendous expense. The railroadsthat fought against that discrimination know that the law of the state, in its
application, was unclear, excruciatingly slow and highly inefficient.
As another example, I cite the State of Kentucky and a recent dilemma which

faced my own company in that State. After an opinion of the State's highestcourt holding that the State Constitution required uniform assessment of all
property at its fair market value, the Kentucky Legislature passed a bill whichhad the effect of requiring my Company, other railroads and utilities in theState to pay, for a period of two years, at a higher tax rate than that whichwas applied to other property in any particular taxing district. The bill providedthat for the years 1966 and 1967 the tax rates applicable to railroad and otherpublic service property should be the higher of two stated rates. The one *hichactually applied was "that rate which will produce approximately the same
amount of revenue from property of public service companies as was producedin the 1965 tax year." Inasmuch as other legislation enacted by the Legislaturehad placed a ceiling on the revenue which could be obtained for those two yearsby a taxing district, the same bill went on to provide that after the railroad andpublic service company rate had been fixed the rate levied on other propertyshould be reduced so that the total revenue produced in the taxing district wouldnot exceed the total allowed under other provisions of the law.
My company would have had to seek a refund in each of the 69 Kentuckycounties in which it paid taxes, and we might have had to institute separate suitsagainst each of them and against each of the many other taxing districts on our

14 South Carolina State Highway Dept. v. Barnwell Bros., 803 U.S. 177 (1938).

b..
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lines. To establish its right to refund, it would have had to have known the

amount of revenue from public service company property in 1965; the aggregate

1966 and 1967 assessments of public service companies within the districts;

the change in the total assessment roll in the taxing district for the years 1966

and 1967, including as a separate item, the amount of new construction; and the

tax rates applicable to public service company property and to other property

in the district. Now it may seem that it would be simple enough to go to the

records and discover the answers to the questions, but this was at a time when

the taxing authorities were in a great state of confusion arising by virtue of

the limitation the Legislature had placed upon revenue to be received, this having

an effect upon the legality of the tax rate which might be applicable to property

generally. We were, in fact, receiving conflicting reports from the same taxing

district as to the tax rate levied by the taxing authority and the whole situation

led to litigation in the State of Kentucky by others attacking the legitimacy of
some of the tax rates.
We felt that we had substantial sums of money at stake and yet, after survey-

ing the situation with the greatest of care, we concluded that it was virtually
impossible to unravel. Had we sought relief in Federal court, we would have
been told that 28 USC 1341 barred our way. But if we could have relied upon
the principles of this legislation we could have eliminated in a very short time
an obvious, intentional and explicit discrimination against our properties.

Let me cite one further example of the dilemma posed by the present state
of affairs. A Federal district court, acting under 28 USC 1341, found no lack of
a plain, speedy and efficient remedy even though separate suits would have
had to be commenced in 24 countries,15 but the Supreme Court of the United
States has said that the necessity of making over 300 separate claims in 14
different counties prevented the state remedy from being plain, speedy and
efficient." So the taxpayer knows that the number of state suits is significant,
but there is no way of knowing in advance where a Federal court will draw the
line between jurisdiction and lack thereof.
To me, gentlemen, the states have Used Section 1341 as a sword against the

railroads and other taxpayers which have a legitimate complaint over the
slowness and the inadequacy of the state-prescribed remedy. Section 1341 was
intended as a shield for the states; they have converted it into a vigorous weapon.

It seems to me that the whole case for the railroads in support of this legisla-
tion can be put into short measure: If the states had provided over the years a
plain, speedy and efficient remedy which the railroads and other complaining
taxpayers could use to attack and overcome the discrimination—plain, admitted,
of long standing—practiced against them by the states, I would not be here in
1970 citing to you a 1941 report of the House of Representatives to the effect
that the properties of railroads were being discriminated against in ad valorem
taxation by the states. That discrimination would long since have disappeared.
Its continued existence over those 26 years is silent testimony to the effect that
there is no such remedy in the state courts. And I do not mean by these com-
ments to suggest that the discrimination has only existed since 1944. The old,
dusty law books on the library shelves of the country contain opinions almost
100 years old describing a situation which is duplicated today.

THE RAILROAD'S EXPERIENCE IN ARIZONA

Arizona's treatment of the railroads in connection with property tax assess-
ments affords a particularly good example of the need for this legislation both
from the substantive and the procedural standpoints. It illustrates, at once, how
some of the states are attempting to preserve, rather than alleviate, egregious
discrimination against the rail carriers and also the procedural difficulties pres-
ently encountered by them in attacking such discrimination. It refutes the idea
of the "plain, speedy and efficient remedy" being available, in practical effect,
in state laws.
The Arizona constitution permits reasonable classification of property for

tax purposes. Historically, however, Arizona's statutes, like those in most states,
had not classified property differently from other property, but had given lip
service to equality by providing both rail and most other properties were to be
assessed at full cash value. Nevertheless, in actual practice, as in many states,
railroad properties had long been assessed at a substantially higher ratio of full

15 Chicago & Northwestern Railway Co. V. Lyons, 148 F. Supp. 787 (1957).
le Georgia R. Co. v. Redwine, 342 U.S. 299 (1952).
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cash value than other properties. In 1960 'Southern Pacific brought suit in the
Arizona state court, alleging that its property was assessed at 89% of fulleash value while other property was assessed on the average at only 20%. The
complaint sought both recovery of taxes already paid and injunctive relief toprevent future discriminatory assessments.

This ease went to the Arizona Supreme Court which held 17 in 1963 that suchdiscrimination was unlawful. However, the Court denied the railroad recoveryof taxes paid 'because "the refund which appellant seeks together with othersimilar claims threatens the financial solvency of many taxing units of the
state, particularly those in rural and undeveloped areas." As to the future, theCourt indicated that the carrier could obtain injunctive relief, if it could estab-lish the truth of the facts alleged. Thereafter the Arizona legislature not onlyrefused any legislative relief for the future, but in 1964, amended the law to barthe railroad's right to injunctive relief in the state courts, which the Supreme
Court had recognized a year earlier. Furthermore, in 1967 the legislature adopted
an assessment classification law, under the terms of which: (1) railroad
property was lumped with mining property, standing timber, private car lineproperty and airline flight property, all of which was to be assessed at 60%of full cash value; (2) all other utility property (gas, electric, water, tele-phone and telegraph) and pipeline property was to be assessed at 40%; (3)commercial and industrial property (including real estate of motor and aircarriers) was to be assessed at 25% and (4) all other property, including agri-
cultural and residential property was to be assessed at 18% of full cash value.

Believing that they no longer had any effective remedy in the state courts,
Southern Pacific and Santa Fe promptly filed suit in the Federal district court,
seeking to enjoin application of this law before payment of taxes on the ground
that it was unconstitutional to the extent it discriminated against the railroads
in favor of other utilities and carriers in the lower 40% and 25% categories.
However, a three-judge Federal district court dismissed the action in 1968,18 con-
cluding that the Federal court was deprived of jurisdiction by 28 USC Sec-
tion 1341, since there was a "plain, speedy and efficient remedy" in the statecourt by payment of the tax and suit for refund.
Subsequently both Southern Pacific and Santa Fe brought suits in the Mari-

copa County Superior Court in Phoenix seeking refunds of property taxes for
1968 and 1969 on the grounds that assessment of their properties at higher ratios
of full cash value than those applied to other utilities and carriers violated the
state and Federal constitutions. After a consolidated trial the court on January
9, 1970,' issued its opinion and judgment finding that this classification, with
the exception of residential property, was the result of a conscious attempt by
the legislature to maintain the same relative property tax burdens as were im-
posed under the prior ad valorem tax statutes; that to the extent the law pro-vided that the railroads were to be assessed at more than 40% of full cash valueit violated federal and state equal protection and due process constitutional
provisions. Refunds totalling some $4 million were ordered.
While the result was gratifying, it is to be noted that the case is far from

concluded. Both parties have appealed to the Arizona Supreme Court, which has
set the matter for argument on May 21, 1970. Presumably the matter may ulti-
mately go to the United States Supreme Court. In the meantime the Arizona
legislature has again refused to take any steps to alleviate this discriminationfor the future. Finally, even if the railroads should ultimately prevail, they still
would not have acquired the right to be treated equally with all property tax-
payers. This right, to which they are clearly entitled, can only be properly ac-corded by a Federal rule of law such as that embraced in the bills pending beforeyour Committee.

LEGISLATIVE EFFORTS TO DISCRIMINATE

It has been said by those opposed to the principles of this legislation that thestates are cleaning their own house and that, left alone, they would eliminate the
discrimination by themselves. I have the greatest respect for the people who
speak so and I do not question that what they say accurately represents their
judgment. I cannot, however, agree with their conclusion. The plain fact is thatthey cannot speak decisively for the future and that there are others of quite adifferent mind.

17 Southern Pacific Company v. Cochise County, 377 P. 2d 770.
18 Southern Pacific Co. v. DeWitt, 288 F. Supp. 570.
" The Atchison, Topeka and Santa Fe Ry. Co. v. Apache County, No. C.217196; andSouthern Pacific Co. v. Cochise County, No. C.217229.



44-

25

Acting on the assumption that there is no Federal Constitutional prohibition
against a state constitution providing for classification of properties for ad
valorem tax purposes, there have been numerous proposals in state legislatures
for constitutional amendments or constitutional conventions which would pro-
vide for discrimination. Appendix D contains a representative recent sample of
such proposals (including one made in 1970), including not only constitutional
amendments but statutory amendments proposed in the hope that they would
pass muster under the existing state constitution.
Included in the sample is a call for a Constitutional Convention in Tennessee.

The question before it will be to amend the state constitution so as to classify
property for tax purposes. Need I say that railroads are included in the class
which would carry the highest equalization ratio? This Convention will meet
next year. It has been called as a direct result of successful litigation establish-
ing the right under the present constitution to uniformity of assessments. The
sole purpose of the proposal is to write discrimination into the constitution.
The list is representative only and not intended to be all-inclusive. It is enough,

however, to demonstrate that there exists an active conviction on the part of
many legislators that railroads—and particularly the interstate railroads—are
fair game for an excessive share of property taxation in their respective states.

THE PROPRIETY OF AMENDING THE INTERSTATE COMMERCE ACT

The undue burden on interstate commerce flowing from discriminatory tax prac-
tices is comparable to the undue burden on interstate commerce resulting from
discriminatory action of state authorities in their failures or refusal to act rea-
sonably in the matter of rail rates and services.
H.R. 16245 and the identical bills follow the language of Section 13(4) of the

Interstate Commerce Act in declaring that the proscribed action by any state or
subdivision or agency (in taxing common carrier property on a basis or at a rate
higher than that at which other property in the same taxing district is taxed) "is
hereby declared to constitute an unreasonable and unjust discrimination against
and an undue burden upon interstate commerce and is hereby forbidden and
declared to be unlawful."
The fact that Section 13(4) deals with one type of discrimination or burden

and these bills with another is immaterial, because they are both concerned with
"unreasonable and unjust discrimination against and an undue burden upon inter-
state commerce." In the former, the prohibition is against a state's requiring a
carrier to charge intrastate rates so low as to be unfair to or discriminate against,
or to place an undue burden upon, interstate commerce—that is, so low as not to
contribute their fair share to the revenues required by the carrier properly to
perform its interstate operations. In H.R. 16245, the prohibition (simply stated)
Is against the action of a state or its subdivision in assessing and collecting
taxes on carrier property at a higher rate or ratio than on other property in the
same taxing district. In each case the act forbidden is unjust discrimination
against interstate commerce, that is, against common carriers which are en-
gaged in interstate operations and are subject to the Interstate Commerce Act.
In each case the prohibition is against a type of discrimination or burden which
would deprive a carrier of revenues needed in the performance of its services in
interstate commerce.
The provisions and purposes of section 13a of the Interstate Commerce Act

relating to rail services are to the same effect—discriminatory state action which
unduly burdens interstate commerce will not be permitted.
Were Congress to conclude that the legislation embodied in these bills should

not be passed, I entertain no doubt as to what would happen in the states. Speak-
ing from my personal experience—and I have negotiated assessments and plead
for equalization and uniformity in many of the southeastern states where my
Company operates—I can say to you that I have heard administrators say—in the
best of faith—that if the states do not remedy the situation themselves, then
Congress will. Such assertions have been followed by the comment that despite
the good will of the administrators—and I believe that most of the professionals
favor uniformity as being a sound tax practice—it was politically inexpedient for
the administration to grant equalization which the administrators recognized was
due and was demanded under their own state laws. But I must go further and say
that I did not even hear such comments as these until the railroads began to call
for some Federal relief. While the evident possibility of Federal intervention has
spurred the states into some activity, I have no doubt at all that were it to dis-
appear, state activity would decline and twenty-five years from today, my successor
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would be saying to Congress that it was long past time for some relief for
railroads.
I remember a director of a Department of Revenue in one of the southern

states who came into office and publicly announced that he was going to bring
about uniformity of equalization of all properties in the state, as the constitution
and laws of the state clearly required. The legislature literally nearly impeached
him and he finally abandoned the program.
In closing, I would observe that, with a few exceptions, the passage of this

legislation would not today demand anything of a state which is not already
required by the constitution of the state. Most of the constitutions require uni-
formity of taxation and if the states would only adhere to the provisions of their
own laws, we would not be here today; but they do not. The fault lies in the
execution of the law, not in its contents. We are, of course, concerned with the
possibility of amendments of constitutions and statutes. Congressional action
would override any such amendments which might call for discrimination, and in
the light of proposals such as those disclosed in Appendix D, it is essential that it
do so.
I have shown, I believe, a clear and substantial burden on interstate commerce.

Congress is empowered to demand its elimination. Having declared the burden,
Congress should also make the Federal court system initially available to the
aggrieved taxpayer, assigning to that system the basic role in applying the
Congressional policy.
Thank you.

p.
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APPENDIX A

RECENT TAX LITIGATION IN WHICH DISCRIMINATION
AGAINST RAILROADS WAS FOUND

Assessment to Assessment to
True Value -- True Value --

State Case Citation Railroads Other Property

Alabama Louisville & Nashville RR Co.
v. State of Alabama
(Montgomery County Circuit
Court, 1967). 407. 15.4%

Arizona Southern Pacific Co. v.
Cochise County (Arizona
Supreme Court, 1963) 377
p.2d 770. 89% 207,

Georgia Undercofler v. Seaboard Air
Line R. Co. (Georgia Supreme
Court, 1966), 152 S.E.2d 878 347. 9.257,-41.337.

Illinois People v. Chicago, Burlington
& Quincy RR Co. (Illinois
Supreme Court, 1965) 210 N.E.
2d 196, Certiorari denied by
U.S. Supreme Court, 384 U.S.
213 and 994 (1966). 100% 557,

Kansas Kansas City Southern Ry. Co.
v. Board of County Commis-
sioners (Kansas Supreme Court,
1958) 331 P.2d 899. 607. 217.

Nebraska In re Chicago & Northwestern
Ry. (Nebraska Supreme Court,

11 
1960) 101 N.W.2d 873 47-1/27, 357,

Tennessee Louisville & Nashville RR Co.
v. Public Service Commission
(U.S.Dist. Court for Middle

• Dist. of Tennessee, 1966) 249
F.Supp. 894 (affirmed by U.S.
Court of Appeals, 6th Circuit,
1968) 389 F.2d 247. 55-657, 307.

June 1, 1970
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Appendix C

VANDERBILT UNIVERSITY
Nashville, Tennessee 37203 Telephone 254-5411 Area 615

School of Law
June 4, 1970

Mr. Philip M. Lanier
Vice President-Law
Louisville & Nashville Railroad Company
908 West Broadway
Louisville, Kentucky 40201

Re: H.R. 16245
and identical bills

Dear Mr. Lanier:

I have examined carefully the above bill now pending in Congress and

reviewed the statement I made on August 7, 1967 at the hearings on

S. 927, 90th Congress, First Session before the Surface Transportation

Subcommittee of the Committee on Commerce of the United States Senate.

I have also reivewed the testimony given on March 2, 1966 before the

Committee on Interstate and Foreign Commerce, House of Representa-

tives, 89th Congress, Second Session with respect to H.R. 4972 and

the Opinion and Supporting Memorandum prepared by Professor Paul J.

Hartman and myself, dated August 2, 1965, on the subject, "The Power

of Congress to Prohibit Discrimination in the Assessment of Property

of Interstate Carriers for State Ad Valorem Taxes, etc.".

It is my opinion that for the reasons detailed in my testimony on H.R.

4972 and S. 927 and the foregoing Memorandum, that the present bill

(H.R. 16245) would be a constitutionally valid enactment under the

Congressional exercise of the Commerce Power and would not be in viola-

tion of the Tenth and Eleventh Amendments or other constitutional

restrictions an the exercise of federal legislative power.

In the period since the date of the 1965 Memorandum I do not find that

there have been any authoritative court rulings suggesting that the

scope of the Commerce Power is less than is stated in our Memorandum.

It would appear that, if anything, the scope of the Commerce Power has

been broadened by the United States Supreme Court decision in Maryland 

v. Wirtz. 392 U.S. 183, 88 S.Ct. 2ay, 20 L.Ed.2d 1020 (1968). This

decision also lends very important support for our conclusion that

H.R. 16245 would not be found to be in violation of the Tenth Amend-

ment or the Elemath Amendment. The case holds that under the Commerce

Clause Congress can regulate the minimum wages paid to employees of

states and political subdivisions. The opinion of the Court, written

by Mr. Justice Harlan, declared that the states could not claim

sovereign immunity since it is clear that the federal government,

when acting within a delegated power, may override countervailing

state interests whether these be described as "governmental" or "pro-

prietary" in character.

46-768 0 - 70 - 3
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I shall not be able to *e present at the Hearings on H.R. 16245.
Concerning the constitutional validity of this proposed legislation
my testimony would be identical, in every material respect, with that
given at the Hearings on H.R. 4972 in 1966 and S. 927 in 1967.

Very truly yours,

Paul H. Sanders (S)

Paul H. Sanders
Professor of Law

PHS/ps

•••
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APPENDIX D

ALABAMA

SB 447 By Messrs. Cooper, Lindsey, Givhan, Giles, Branyon, Folsom,

Lolley, Leonard, Turner, Adams, Oden and Jackson

7-18-67 R1 RFD Finance ft Taxation

A BILL
TO BE ENTITLED

AN ACT

Relating to ad valorem taxation; providing for the classifi-

cation of property for purposes of taxation; and fixing percentages

of the fair and reasonable market value of the property in the

several classes at which such property shall be valuated and

taxes thereon assessed.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. All taxable property within this state shall

be divided into the following categories or classes for the

purposes of taxation and shall be assessed or valuated for taxa-

tion at the following percentages of the fair and reasonable market

value of such property: 1) the property of public utilities used

in the business of the utility, forty percent; 2) tangible and

intangible personal property not exempt by law, thirty percent;

3) real estate devoted to residential use and all property used

for commercial and industrial purposes, twenty-five percent;

4) farm lands, including lands reserved for reforestation or for

growing timber, fifteen percent.

Section 2. All laws or parts of laws in conflict herewith,

including but not limited to the provisions of Code of Alabama

1940, Title 51, Sections 17, 44, 60, 107, and 135, all as amended,
and Sections 7 and 8 of Act No. 259, H. 530, of the Regular Session

of 1943 (General Acts 1943, p. 230) are hereby repealed. It is
expressly provided, however, that no provision of currently
effective law relative to exemptions from taxation are hereby

repealed nor in any wise affected, but only such provisions as

provide for the assessment for taxation at a different percentage

of the fair market value of such property are repealed and
superseded.

Section 3. This act shall become effective upon the
ratification and adoption of an amendment to the Constitution

authorizing the classification of property for purposes of taxa-
tion, and shall govern the valuation and assessment of property for
tax purposes for the first year beginning thereafter and for each

subsequent tax year; but shall not affect the valuation and

assessment of property for any taxes which have theretofore accrued

upon such property.
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ALABAMA

SB 444 By Messrs. Cooper, Lindsey, Givhan, Giles, Branyon, Folsom,
Lolley, Leonard, Turner, Adams, Oden and Jackson. R1 RFD
Finance & Taxation

A BILL
TO BE ENTITLED

AN ACT

Proposing an amendment to Article XI, Section 217 of the
Constitution of Alabama 1901 relative to ad valorem taxation;
establishing a classification system of property taxation; fixing
assessment rates for each class of property.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. The following amendment to Article XI, Section
217 of the Constitution of Alabama 1901 is proposed, to become
valid as a part of the Constitution when approved by a majority
of the qualified electors voting thereon and upon proclamation
by the governor:

PROPOSED AMENDMENT 

"Section 217. The property of private corporations, associa-
tions, and individuals of this state shall be divided into the
following categories or classes for purposes of taxation and shall
be assessed or valuated for taxation at the following percentages
of the fair and reasonable market value of such property: 1) the
property of public utilities used in the business of the utility,
forty percent; 2) tangible and intangible personal property not
exempt by law, thirty percent; 3) real estate devoted to residential
use and all property used for commercial and industrial purposes,
twenty-five percent; 4) farm lands, including lands reserved for
reforestation or for growing timber, fifteen percent. All property
of the same class shall forever be taxed at the same rate; Provided,
this section shall not apply to institutions devoted exclusively
to religious, educational, or charitable purposes."

"Fair Market Value," meaning of -- The intent and purpose
of the tax laws of this State are to have all property and subjects
of taxation assessed at the value which the particular property
bears for the uses and purposes to which it is being devoted at
the time the valuation or assessment thereof is made by the
assessors. The value thus assessed shall be that value which would
be realized from such property by a cash sale thereof when sold
as such property and subjects of taxation are usually sold but
not by forced sale thereof and only when sold to one purchasing
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solely for the purpose of using such property for the particular

purpose to which it is being devoted at the time of the assessment

or valuation and without regard to any consideration of the use

to which other property in the vicinity is being devoted, and

without regard to recent sales except insofar as the same may

tend to illustrate the market value of such property for the

use to which it is being devoted. It is declared to be the further

purpose and intent of the tax laws of this State that the assessors,

whether municipal, county or State, in fixing the value of or

in assessing tangible property for the purpose of taxation in

this State shall in no case take into consideration the value

which such property would have for prospective, future, potential

or speculative use but shall consider only the fair market value

which such property would have when sold for the use to which it

is being devoted at the time of the assessment."

Section 2. An election upon the proposed amendment is

ordered to be held on the first Tuesday after the expiration of

three months from final adjournment of the current session of

the Legislature. The election shall be held in accordance with

the provisions of Section 284 and 285 of the Constitution of

Alabama, as amended, and Chapter 1, Article 18, Title 17 of the

Code of Alabama 1940.

Section 3. Notice of the election and of the proposed

amendment shall be given by proclamation of the Governor, which

proclamation shall be published once a week for four successive

weeks next preceding the day appointed for the election in a

newspaper in each county of the State. If a newspaper is not

published in the county, a copy of the notice shall be posted at

the courthouse and in three other places in the county.

f
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SENATE CONSTITUTIONAL AMENDMENT No. 27

Intiothtccd by Senator Petz:s

April 16, 196S

REFEtzicED TO COMMITTEE ON REVENUE AND TAXATION

Senate Constitutional Amendment No. 27—A resolution to
propose to the people of the State of California an amend-
ment to the Cons:itation of the state, by amending the
fourth paragraph of Section 11 of Article XIII thereof,
relating to property taxation.

1 Resolved by the Senate, the Asse»zbl! concurring, That the
2 Legislature of the State of California at its 1968 Regular Ses-
3 sion commencing on the eighth day of January, 196S, two-

thirds of the members eleeted to each of the two houses of the
5 Legislature voting therefor, hereby proposes to the people of

the State of California that the Constitution of the state be
7 amended by amending the fourth pan:graph of Section 14 of
8 Article XI 1.1 thereof, to .read:

The Legislature shall have the pcwer to provide for the
10 assessment ,levy and collection of taxes upon all forms of tangi-

ble personal property, all notes, debentures, shares of capital
12 stock, bonds, solvent credits, deeds of trust, mortgages, and
13 any legal or equitable interest therein, not exempt from taxa-
14 under the provisions of this Constitution, in such manner,
15 and at such rates, as may be• provided by law, and in pur-
16 of the exercise of such power the Legislature, two-thirds
17 of all of the members elected to each of the two houses voting
18 in favor thereof, may classify any and all kinds of personal
19 property for the purposes of assessment and taxation in a
20 manner itnd' at a rate or rates in proportion to value different
21 from any other property in this state subject to taxation and

LEGISLATIVE COUNSEL'S DIGEST
SCA 27, as 'introduced, Petris (Rev. - S: Tax.). Property taxation.
Amends 4th par., Sec. 14, Art. XIII, Cal. Const.
Permits Legislature, by a two-thirds vote, to classify real property

for purposes of taxation at a rate or rates different from other taxable
property, as well as to classify personal property for purposes of
assessment and taxation.
Vote—; Appropriation—No; Fiscal Committee—No.
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1 may exempt entirely from taxation any or all forms, types or

2 classes of personal property. The Legislature shall have power,
3 two-thirds of all of the members elected to each of the two

4 houses voting in favor thereof, to classify any and all kinds of
6 real properly for purposes of taxation at a rate or rates in

6 proportion to value different from any other property in this
7 state subject to taxation.
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SENATE CONSTITUTIONAL AMENDMENT No. 36

Introduced by Senators Moscone.and Marks

April 16, 1968

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
'20

Senate Constitutional Amendment No. 36—A resolution to
propose to the people of the State of California an amend-
ment to the Constitution of the state, by amending the
fourth paragraph of Section 14 of Article XIII thereof,
relating to property taxation.

Resolved by the Senate, the Assembly concurring, That the
Legislature of the State of California at its 1968 Regular Ses-
sion commencing on the 8th day of JAnuary, 1968, two-thirds
of the members elected to each of the two houses of the Legis-
lature voting therefor, hereby proposes to the .people of the
State of California that the Constitution of the state be
amended by amending the fourth paragraph of Section 14 of
Article XIII thereof to read:
The Legislature shall have the power to provide for the as-

sessment, levy and collection of taxes upon all forms of tangi-
ble personal property, all notes, debentures, shares of capital
stock, bonds, solvent credits, deeds of trust, mortgages, and
any legal or equitable interest therein, not exempt from taxa-
tion under the provisions of this constitution, in such manner,
and at such rates, as may be provided by law, and in pursu-
ance of the exercise of such power the Legislature, two-thirds
of all of the members elected to each of the two houses voting
in favor thereof, may classify any and all kinds of personal
property for the purposes of assessment and taxation in a man-
ner and at a rate or rates in proportion to value different from

LEGISLATIVE COUNSEL'S DIGEST
SCA 36, as introduced, Moscone (Rev. & Tax.). Property ta;ation.
Amends par. 4, Sec, 14, Art. XIII, Cal. Const.
Permits Legislature to provide, or to authorize county boards of

supervisors to provide,  for the classification of real proRerty for pur-
poses of taxation at a rate—oTiates Other taxibrilifOp-
ertyras—welrii—alliiiiing- tlie. Legislature to classify personal• property
for purposes of assessment and taxation.

Vote-3; Appropriation—No; Fiscal Committee—No.
Corrected 6-20-63

4
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1 any other property in this state subject to taxation and muy

2 exempt entirely from taxation any or all forms, ty
pes or classes

3 of personal property. The Legislature shall have power to
4 classify, or to authorize county boards of supervisors to classify,

any and all kinds of real property for the purposes of assess-
6 went and taxation in a )nanner and at a rate or rates in pro-
7 portion to value different from any other property in this

8 fate subject to taxation.



SENATE CONSTITUTIONAL AMENDMENT No. 13

Introduced by Senators Danielson and Coombs

February 4, 1969

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

Senate Constitutional Amendment No. 13—A resolution to
propose to the people of the State of California an amend-
ment to the Constitution of the state, by adding Section
if to Article XIII thereof, relating to property. taxation.

1 &solved by the Senate, the Assembly concurring, That the
2 Legislature of the State of California at its 1969 Regular
3 Session commencing .on the sixth day of January, 1969, two-
4 thirds of the members elected to each of the two houses of
5 the Legislature voting therefor, hereby proposes to the 'people
6 of the State of California that the Constitution of the state be
7 amended by adding Section if to Article XIII thereof, to
8 read:
9 SEC. if. Notwithstanding the provisions of the second
10 paragraph of Section 12 of Article XI, the first sentence of
11 Section 1 and the first paragraph of Section 14 of this article,

LEGISLATIVE COUNSEL'S DIGEST
SCA 13, as introduced, Danielson (Rev. & Tax.). Real property tax

classifications.
Adds Sec. if, Art. XIII, Cal. Const.
Authorizes the Legislature to classify real property for tax purposes

as (1) owner-occupied single family dwellings and the owner-occupied
portion of multiple dwelling units, (2) other single family dwellings,
(3) multiple dwelling units, (4) agricultural real property, and (5)
an other real property, and to prescribe different maximum tax rates,
assessment ratios and methods of assessment for each such class. Spec-
ifies that the maximum tax rates, assessed values and full cash values
shall be less for owner-occupied single family dwellings and owner-
occupied portions of multiple dwelling units than those established for
other dwellings and that the rates and values of other dwellings shall
be less than the rates and values established for agricultural real prop-
erty and all other taxable real property.
Excepts certain golf courses and open space lands from the valuation

requirements.
Vote—a; Appropriation—No; Sen. Fin.—No; W. & M.—No.
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1 the Legislature may classify real property for tax purposes as

2 (1) owner-occupied single family dwellings and t
he owner-

3 occupied portion of multiple dwelling units, (2) other single

4 family dwellings, (3) multiple dwelling units, (4) agricultural

5 real property, and (5) all other taxable real property, and

6 may prescribe different maximum tax rates, assessmen
t ratios

7 and methods of assessment for each such class.

8 Any maximum tax rate shall be lower for owner-occupied

9 single family dwellings and the owner-occupied portion of

10 multiple dwelling units than the rates prescribed for other

11 single family dwellings and multiple dwelling units; and the

12 maxim= tax rates for other single family dwelling
s and

13 multiple dwelling units shall be lower than the maximum tax

14 rates provided for agricultural real property and all other

15 taxable real property.
16 Except as provided in Section 2.6 of this article and Article

17 XXVIII, any assessment ratio and method of assessment pre-

18 scribed for owner-occupied single family dwellings and the

19 owner-occupied portion of multiple dwelling units shall pro-

20 duce a lower ratio of assessed value to full cash value than

21 the ratios of assessed to full cash values prescribed for other

22 single family dwellings and multiple dwelling units; and the

23 assessment ratios and methods prescribed for other single fam-

2.1 ily dwellings and multiple dwelling units shall produce lower

25 ratios of assessed to full cash values than the ratios of as-

26 sessed to full cash values prescribed for agricultural real prop-

27 erty and all other taxable real property.

28 No maximum tax rate or assessment ratio prescribed pursu-

29 ant to this section shall be valid, unless a tax rate and assess-

30 ment ratio is prescribed for each class of real property de-

31 scribed herein.



40

SENATE BILL No. 1003

Introduced by Senator Petris

April 16, 196S

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

An act to amend Section 2151 of the Revenue and Taxation
Code and Scetion 2.9100 of the Government Code, relating
to proptrty tax rates.

The people of the State of California do enact as follows:

SECTION 1. Section 2151 of the Revenue and Taxation Code
2 is amended to read:
3 2151. The board of supervisors shall fix the rates of county
4 and district taxes for each class of property subject to general
5 property taxation and shall levy the state, county, a`nd district
6 taxes as provided by law.
7 SEC. 2. Section 29100 of the Government Code is amended
8 to read :
9 29100. On or before September 1st of each year the board
10 shall fix the rates of taxes for each class of property on the
11 secured roll, designating the number of cents or fraction
12 thereof, in the rate for each fund on each one hundred dollars
13 ($100) of taxable value of property. The rate shall be such as
14 will produce, after due allowance for delinquency, and as ap-

plicable, after due allowance for disputed tax revenues antici-
16 pated to be impounded pursuant to Section 26906.1 of this
17 code, the amount determined as necessary to be raised by taxa-
18 on the secured roll.
19 The allowance for delinquency shall be as fixed by law or by
20 the board. The allowance for disputed tax revenues shall be as

LEGISLATIVE COUNSEL'S DIGEST
SB 1008, as introduced, Petris (Rev. & Tax.). Property tax rates.
Amends Sec. 2151, R. & T.C., Sec. 29100, Gov.C.
Permits a board .of supervisors to classify property subject to gen-

eral property taxation and to fix a different rate of tax for each such
class, instead of requiring that all such property be taxed at the same
rate.
Makes operative effect of the enactment dependent upon adoption by

the electorate of an appropriate amendment to the Constitution.
Vote—; Appropriation—No; Fiscal Committee—No.

411•ft
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1 fixed by the board. The final determination for either or both

2 allowances may be made at the same time as tax rates are fixed.

3 The amount to be raised by taxation on the secured roll is

4 found by deducting from the total appropriations
 and reserve

5 requirements of a fund, the respective total of:

6 (a) The amount of estimated revenue from other sources,

7 including taxes anticipated on the unsecured roll, and

8 (b) The fund balance available.

9 The amount of revenue from other sources and of the fund

10 balance available may be reestimated at the time of fixing

11 the tax rates and may be increased or decreased by the board

12 and the amounts so determined by the board are conclusive and

13 final.
14 Notwithstanding any other provision of law to the contrary,

15 the board of supervisors »nay classify property subject to gcn-

eral property taxation and fix a rate of tax for each class.

17 SEC: 3. This act shall become operative only if the amend-

18 meats to the fourth paragraph of Section 14 of Article XIII of

19 the Constitution of the State of California proposed by Senate

20 Constitutional Amendment No. __ of the 196S Regular Session

21 of the Legislature is adopted by the electorate and in such case

22 at the same time as Senate Constitutional Amendment No. --

23 takes effect.
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H. R. No. 231-656
By: Messrs. Howell of the 60th, Brooks of the 17th, Knapp of the 81st, Lewis of

the 37th, Matthews of the 63rd and many others

A RESOLUTION

Proposing an amendment to the Constitution so as to authorize the General
Assembly to classify property for taxation purposes; to provide for the submission
of this amendment for ratification or rejection; .and for other purposes.

BE IT RESOLVED BY THE GENERAL ASSEMBLY OF GEORGIA:

SECTION 1

Article VII, Section I, Paragraph III of the Constitution is hereby amended by
striking said Paragraph in its entirety and substituting in lieu thereof a new Para-
graph III to read as follows:

"Paragraph III. Uniformity; classification of property. All taxes

shall be levied and collected under general laws and for public purposes
only. The General Assembly shall have the power to classify property

for taxation. All taxation shall be uniform upon the same class of prop-

erty within the territorial limits of the authority levying the tax."

SECTION 2

The above proposed amendment to the Constitution shall have written or
printed thereon the following:

"YES ( ) Shall the Constitution be amended so as to authorize

the General Assembly to classify property for taxation

NO ( ) purposes?"

All persons desiring to vote in favor of ratifying the proposed amendment
shall vote "Yes". All persons desiring to vote against ratifying the proposed

amendment shall vote ''No".

If such amendment shall be ratified as provided in said Paragraph of the

Constitution, it shall become a part of the Constitution of this State.
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(First Rertilar Session

Legislature of the State of Ichlhol 
(Fortieth Legislature

IN THE SENATE

SENATE JOINT RESOLUTION NO. 113

BY STATE AFFAIRS COMMITTEE

A JOINT RESOLUTION

1 PROPOSING AN AMENDMENT TO SECTION 5 OF ARTICLE VII OF

2 THE CONSTITUTION OF THE STATE OF IDAHO TO PROVIDE

3 FOR THE CLASSIFICATION OF PROPERTY AND RATIO OF

4 ASSESSMENT; STATING THE QUESTION TO BE SUBMITTED TO

5 THE ELECTORS; AND DIRECTING THE SECRETARY OF STATE

6 TO GIVE LEGAL NOTICE THEREOF.

7 Be It Resolved by the Legislature of the State of Idaho:

8 SECTION 1. That Section 5 of Article VII, of the Constitution of the

9 state of Idaho be amended to read as follows:

10 SECTION 5. TAXES TO BE UNIFORM—EXEMPTIONS.—All taxes

11 shall be uniform upon the same class of -subject& property within the

12 territorial limits, of the authority levying the tax, and shall he levied and

13 collected under general laws, which shall prescribe such regulations as shall

14 secure a just valuation for taxation of all property, real and persomil-aild the 

15 legislature by law shall have full authority  to prescribe the classes of 

16 property and fix the ratio of assessment within such classes: provided, that

17 the legislature may allow such exemptions from taxation from time to time

18 as shall seem necessary and just, and all existing exemptions provided by the

19 laws of the territory, shall continue until changed by the legislature of the

20 state: provided further, that duplicate taxation of property for the same

21 purpose during the same year, is hereby prohibited.

22 SECTION 2. The question to be submitted to the electors of the state

23 of Idaho at the next general election shall be as follows:

24 "Shall Section 5 of Article VII, of the Constitution of the state of

25 Idaho be amended to provide for the classification of property and the ratio

26 of assessment?"

27 SECTION 3. The Secretary of State is hereby directed to publish this

28 proposed constitutional amendment for six consecutive weeks prior to the

29 next general election, in one newspaper of general circulation published in

30 each county of the state of Idaho.
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I First Regular Session
Legislature of the State of Idaho] ll'ortieth Legislature

IN THE HOUSE OF REPRESENTATIVES

HOUSE JOINT RESOLUTION NO. 5

BY BRAUNER, COBBS, MAYNARD, ANDERSEN, MURPHY

A JOINT RESOLUTION
1 PROPOSING AN AMENDMENT TO SECTION 2 OF ARTICLE VII OF

THE CONSTITUTION OF THE STATE OF IDAHO TO STRIKE THE
3 REQUIREMENT THAT PROPERTY BE TAXED ACCORDING TO
4 ITS VALUE; STATING THE QUESTION TO BE SUBMITTED TO
5 THE ELECTORS; AND DIRECTING THE SECRETARY OF STATE
6 TO GIVE LEGAL NOTICE THEREOF.
7 Be It Resolved by the Legislature of the State of Idaho:
8 SECTION I. That Section 2, of Article VII, of the Constitution of the
9 State of Idaho be amended to read as follows:

10 SECTION 2. REVENUE TO BE PROVIDED BY TAXATION.--The
Ii

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

legislature shall provide such revenue as may be needful, by levying a tax by
valuat ion,so--t ha t-every- person-op-(;o-rporat - pay -a-tax-in- proportion-
-to-the-value--of—hi---her, or it& upon property, except as in this article
hereinafter othenvise provided. The legislature may also impose a license tax,
both upon natural persons and upon corporations, other than municipal,
doing business in this state; also a per capita tax: provided, the legislature
may exempt a limited amount of improvements upon land from taxation.

SECTION 2. The question to be submitted to the electors of the State
of Idaho at the next general election shall be as follows:

"Shall Section 2 of Article VII of the Constitution of the State of
Idaho be amended to strike the requirement that property be taxed
uniformly according to its value?"

SECTION 3. The Secretary of State is hereby directed to publish this
proposed constitutional amendment for six consecutive weeks prior to the
next general election, in one newspaper of general circulation published in
each county of the state of Idaho.
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(First Regular Session

Legislature of the State of Idaho( (Fortieth Legislature

IN THE HOUSE OF REPRESENTATIVES

HOUSE JOINT RESOLUTION NO. 4

BY BRAUNER, COBBS, NIAYNARD, ANDERSEN, MURPHY

A JOINT RESOLUTION

1 PROPOSING AN AMENDMENT TO SECTION 5 OF ARTICLE VII OF

2 THE CONSTITUTION OF THE STATE OF IDAHO TO PROVIDE

3 FOR TIIE CLASSIFICATION OF PROPERTY; STATING THE

4 QUESTION TO BE SUBMITTED TO THE ELECTORS; AND

5 DIRECTING THE SECRETARY OF STATE TO GIVE. LEGAL

6 NOTICE TIIEREOF.

7 Be It Resolved by the Legislature of the State of Idaho:

8 SECTION I. That Section 5 of Article VII, of the Constitution of the

9 state of Idaho be amended to read as follows:

10 SECTION 5. TAXES TO BE UNIFORM—EXEMPTIONS.—All

11 property shall be classified as: real, personal and operating. All taxes shall be

12 uniform upon the same class of -subjets- property within the territorial

13 limits, of the authority levying the tax, and shall be levied and collected

14 under general laws, which shall prescribe such regulations as shall secure a

15 just valuation for taxation of all property, real e-n4, personal and operating:

16 provided, that the legislature may allow such exemptions from taxation from

17 time to time as shall seem necessary and just, and all existing exemptions

18 provided by the laws of the territory, shall continue until changed by the

19 legislature of the state: provided further, that duplicate taxation of property

20 for the same purpose during the same year, is hereby prohibited.

21 SECTION 2. The question to be submitted to the electors of the state

22 of Idaho at the next general election shall be as follows:

23 "Shall Section 5 of Article VII, of the Constitution of the state of

24 Idaho be amended to provide for the classification of property as: real,

25 personal and operating?"

26 SECTION 3. The Secretary of State is hereby directed to publish this

27 proposed constitutional amendment for six consecutive weeks prior to the

28 next general election, in one newspaper of general circulation published in

29 each county of the state of Idaho.

46-768 0 - 70 - 4
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CHAPTER 458

1969 ACTS OF INDIANA

SENATE ENROLLED
JOINT RESOLUTION NO. 3

A JOINT RESOLUTION proposing an amendment to Section 1, Article 10
of the Constitution of the State of Indiana, permitting the General
Assembly to divide property into reasonable classifications for
°purposes of taxation or exemption: requiring it to provide for a
uniform and equal rate of property assessment and taxation with-
in each class; requiring it to prescribe regulations to secure
just valuation of taxable property.

BE IT RESOLVED BY THE GENERAL ASSEMBLY OF THE STATE OF
7NDIANA:

SECTION 1. That the following amendment to the Constitution
of the State of Indiana is hereby proposed and agreed to by this, the
Ninety-sixth General Assembly of the State of Indiana, and is hereby
referred to the next General Assembly for reconsideration and agree-
ment.

SEC. 2, That Section 1 of Article 10 of the Constitution of the
State of Indiana be amended to read as follows: Section 1. The General
As oembly may divide property into reasonable classes for purposes of
taxation or exemption from taxation and shall provide for a uniform and
equal rate of property assessment and taxation within each class and for
a just valuation of taxable property.

410

•



47

Session of 1970

HOUSE CONCURRENT RESOLUTION NO. 1070

By Messrs. Amrein, Dahl, Fish, Gabriel, Hougland, Howard,

Hoy, Lady, Ochs, Unruh of Gray, Ward and Winters.

1-15

A PROPOSITION to amend section 1 of article 11 of the
constitution of the state of Kansas, relating to

taxation, and providing for classification of property

for assessment and taxation.

Be it resolved by the Legislature of the State of Kansas, two-thirds

of the members elected to the House of Representatives and two-

thirds of the members elected to the Senate concurring therein:

Section 1. The following proposition to amend the con-

stitution of the state of Kansas shall be submitted to the qualified

electors of the state for their approval or rejection: Section 1

of article 11 of the constitution of the State of Kansas is amended

to read as follows:

"Section 1. The legislature shall have power to 

classify all property for the purposes of assessment and 

taxation, and to provide for a uniform and equal rate of

assessment and taxation;-exeept-shat-mineral-preduets;

meney;-meregsgesr-setes-and-other-evidenee-ef-debt-may-be

ekassified-and-esxed-dnifermiy-as-te-elass-as-the-legisiature

skail-previde for each class created by it. All property

used exclusively for state, county, municipal, literary,

educational, scientific, religious, benevolent and charitable

purposes, and all household goods and personal effects not

used for the production of income shall be exempted from

taxation."

Sec. 2. This resolution, if concurred in by two-thirds

of the members elected to the house of representatives and two-

thirds of the members elected to the senate, shall be entered on

the journals, together with the yeas and nays. The secretary of

state shall cause the proposed amendment to be published and sub-

mitted to the electors of the state at the general election in the

year 1970 as provided by law.



Scesion of 1970

48

SENATE CONCURRENT RESOLUTION NO. 38

By Senators Steineger and Gaar

12-30

A PROPOSITION to amend section 1 of article 11 of the
constitution of the state of Kansas, relating to
taxation, and providing for classification of property
for assessment and taxation.

Be it resolved by the Legislature of the State of Kansas, two-thirds
of the members elected to the Senate and two thirds of the members
elected to the House of Representatives concurring therein:

Section 1. The following proposition to amend the
constitution of the state of Kansas shall be submitted to the
qualified electors of the state for their approval or rejection:
Section 1 of article 11 of the constitution of the state of Kansas
is amended to read as follows:

"Section 1. The legislature shall have power to 
classify all property for the purposes of assessment and 
taxation, and to provide for a uniform and equal rate of
assessment and taxationT-execpt-that-minerni-predttets;
memen—mertgeseeT-netes-and-ether-evidenee-ef-debt-may-be
elassifted-and-taxed-Knifermly-as-te-elase-as-the-tegistaetme
shalt-provide for each class created by it. All property
used exclusively for state, county, municipal, literary,
educational, scientific, religious, benevolent and charitable
purposes, and all household goods and personal effects not
used for the production of income, shall be exempted from
taxation."

Sec. 2. This resolution, if concurred in by two-thirds
of the members elected to the senate and two-thirds of the members
elected to the house of representatives, shall be entered on the
journals, together with the yeas and nays. The secretary of state
shall cause the proposed amendment to be published and submitted
to the electors of the state at the general election in the year
1970 as provided by law.

41
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SENATE CONCURRENT RESOLUTION NO. 3

By Senator Steineger

A PROPOSITION to amend Section 1 of article 11 of the
constitution of the state of Kansas, relating to
taxation, and providing for classification of property
for assessment and taxation.

Be it resolved by the Legislature of the State of Kansas, two-thirds
of the members elected to the Senate and two-thirds of the members

elected to the House of Representatives concurring therein:

Section 1. The following proposition to amend the
constitution of the state of Kansas shall be submitted to the
qualified electors of the state for their approval or rejection:
Section 1 of article 11 of the constitution of the state of
Kansas is amended to read as follows:

"Section 1. The legislature shall have power to
classify all property for the purposes of assessment and 
taxation and to provide for a uniform and equal rate of
assessment and taxationT-exeepe-thae-mifteral-prethiees:
menen-meregages7-neees-and-ether-evideftee-ef-debt-may-be
elesed-ead-eaxed-unifermly-as-ee-elass-as-ehe-legislatere
ahall-reeevie for each class created by it. All property
used exztusively for state, county, municipal, literary,
educational, scientific, religious, benevolent and
charitable purposes, and all household goods and personal
effects not used for the production of income, shall be
exempted from tayetion."

Section 2. This resolution, if concurred in by two-
thirds of the members elected to the senate and two-thirds of the
members elected to the house of representatives, shall be entered

on the journals, together with the yeas and nays. The secretary

of state shell cause the proposed amendment to be published and
submitted to the electors of the state at the general election in

the year 1970 as proviled by law.
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Session of 1969

Senate Concurrent Resolution No. 3

By Senator Steineger

A PROPOSITION to amend section 1 of article 11 of the constitu-
tion of the state of Kansas, relating to taxation, and providing for
classification of property for assessment and taxation.

Be it resolved by the Legislature of the State of Kansas, two-thirds
of the members elected to the Senate and two-thirds of the MC)71-
hers elected to the House of Representatives concurring therein:

1 Section 1. The following proposition to amend the constitution

2 of the state of Kansas shall be submitted to the qualified electors

3 of the state for their approval or rejection: Section 1 of article 11 of

4 the constitution of the state of Kansas is amended to read as follows:

5 "Section 1. The legislature shall have power to classify all

6 property for the purposes of GSSCSS111CIlt and taxation, and to pro-

7 vide for a uniform and equal rate of assessment and taxation;

8 es cep t ii-Ff4441-467 inuiIey in 0 t gage°, t+04-ee

9 Bud eAli-ef e44-e-H-e.e e-C 444 +H-ft- 4+e 4614444 4-a-N.e4

10 mifonnyftti 414 el (1;';'r fl-f4 4+e    4+44 i+pe.444e for
11 each class created by it. All property used exclusively for state,

12 county, municipal, literary, educational, scientific, religious, be-

13 nevolent and charitable purposes, and all household goods and

14 personal effects not used for the production of income, shall be

15 exempted from taxation."

16 Sec. 2. This resolution, if concurred in by two-thirds of the

17 members elected to the senate and two-thirds of the member

18 elected to the house of representatives, shall be entered on the

19 journals, together with the yeas and nays. The secretary of state

20 shall cause the proposed amendment to be published and submitted

21 to the electors of the state at the general election in the year 1970

22 as provided by law.



•

51

Sration of P167

Senate Concurrent Resolution No. 16

By Senator Joseph

A PROPOSITION to amend section 1 of article 11 of the constitu-
tion of the state of Kansas, relating to taxation, and providing for
classification of property for assessment and taxation.

13c it resolved by Ow Legislature of the State of Kansas, two-thirds
of the members. elected to the Senate and two-thirds of the mem-
bers elected to the House of Representatives concurring therein:

1 SEcrtos 1. The following proposition to amend the constitution

2 of the state of Kansas shall be submitted to the qualified electors of

3 the state for their approval or rejection: Section 1 of article 11 of

4 the constitution of the state of Kansas is amended to read as follows:

5 "SECTION 1. The legislature shall hate power to clas,sify all

6 propeity for the purposes of as.sessment and taxation, and to pro-

7 vide for a uniform and equal rate of assessment and taxation;

e4 41-ti4 im-++41.4-411.4,e1-;; +H+tel_:

9 0+14 tit he+ e-sivitliet- t de44 fitit4 •toNet1

10 or twt,v-ide for

11 each elc::,c created by it. All property used exclusively for state,

12 county, municipal. literary, educational, scientific, religious, be-

13 nevolent and charitable purposes. .and all household goods and

14 personal effects not used for the production of income. shall be

15 exempted from taxation."

16 SLC.k 2. This resolution. if concurred in bv two-thirds of the mein-

17 hers electei to the senate and two-thirds of the members electM

18 to the house of representatives, shall be entered on the journals.

19 together ‘vith the yeas and nays. The secretary of state shall cause

20 the proposed amendment to be published and submitted to the
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Scssion of 1967

House Concurrent Resolution No. 1023

By Mr. Fatzer

A PROPOSITION to amend section 1 of article 11 of the constitution
of the state of Kansas, relating to taxation.

Be it resolved by the Legislature of the State of Kansas, two-thirds
of the members elected to the House of Representatives and two-
thirds of the members elected to the Senate concurring therein:

1 SEcnos 1. The following proposition to amend the constitution

2 of the state of Kansas shall be submitted to the qualified electors

3 of the state for their approval or rejection: Section 1 of article 11

4 of the constitution of the state of Kansas is hereby amended to

5 read as follows:

6 "SEcrios 1. The legislature shall have power to classify all

7 property for the purpose of assessment and taxation, and to

provide for a uniform and equal rate of assessment and taxationT

9 e-iicept •thai: Inineral- products, money, iii.ortgaged, note 

10 and other evidence 4 debt nifty einsvificii thxcd

11 uniformly t-v-: -t-t4   ft1+ provide for

12 each class created by it. All property used exclusively for state,

13 county, municipal, literary, educational, scientific, religious, be-

, . ncvolent and charitable purposes, and all household goods and

15 personal effects not used for the production of income, shall be

16 exempted from taxation."

17 SEC. 2. This resolution, if concurred in by two-thirds of the

18 members elected to the house of representatives and two-thirds of

19 the members elected to the senate, shall be entered on the journals,

20 together with the yeas and nays. The secretary of state shall cause
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1 the proposed amendment to be published and submitted to the

2 electors of the state at the general election in the year 1968 as

3 provided by law. This resolution shall be published by the secretary

4 of state in the 1967 Session Laws of Kansas, and shall be given a

5 chapter number therein.
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INTRODUCED BY

84-301

54

NO.  Jo 
)/zz(.. 

A BILL FOR AN ACT ENTITLED: "AN ACT TO PLACE LONG-TERM CARE

FACILITIES IN CLASS FIVE TAXABLE AT SEVEN PERCENT OF ASSESSED

VALUE FOR PROPERTY TAX PURPOSES; AMENDING SECTION 84-301, R.C.M.

9 ' 1947."

10 ,

II BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE STATE OF MONTANA:

12 Section 1. Section 84-301, R.C.M. 1947, is amended to

.13 - read as follows:

14 "84-301. Classification of property for taxation. For the

15 purpose of taxation the taxable property in the state shall be

16 .: classified as follows:

17 Class One. The annual not proceeds of all mince and

16 mining claims, after deducting only the expenses specified and

19 allowed by section 84-5403; also where the right to enter upon

20 . land, to explore or prospect, or dig for oil, gas, coal or mineral

21 ' is reserved in land by any person or corporation, the surface

22 ;, title to which has passed to another, the assessor and the state

23 and county boards of equalization shall determine the value of

24 the right to enter upon said tract of land for the purpose of

25 digging, exploring, or prospecting for gas, oil, coal or minerals,

26 and the same shall be placed in this classification for the

27 : purpose purpose of taxation.

28 ' Class Two. All household goods and furniture, including

29 , clocks, musical instruments, sewing machines, wearing apparel of

30 members of the family, and all personal property actually used by
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the owner for personal and domestic purposes, or for the

2 .! furnishing or equipment of the family residence; all agricultural

3 and other tools, implements and machinery, gas and other engines

4 0 and boilers, threshing machines and outfits used therewith,

5 automobiles, motor trucks and other power-driven cars, vehicles

6 of all kinds except mobile homes, boats and all watercraft,

7 harness, saudlery and robes.

8 Class Three. Livestock, poultry and the unprocessed products

9 of both; stocks of merchandise of all sorts, together with

10 furniture and fixtures used therewith, except mobile nomes; and

11 all office or hotel furniture and fixtures.

12 Class Four. (a) All land, town and city lots, with improveents,

13 and all trailers affixed to land owned, leased, or under contract

H
14 or purchase by the trailer owner, manufacturing and mining

15 machinery, fixtures and supplies, except as otherwise provided Dy

16 the constitution of Montana, and except as such property may

1 7 be included in Class Five or Class Seven.

It

19 !;

20

21 1'

22 11

23 
1
;
;

24 l!

25 11
1!

26

27 I:

28 

I
29

30

(o) Mobile homes without regard to the ownership of the

land upon which they are situated, except those held by a

distributor or dealer of mobile homes as part of his stock in trade.

Class Five. (a) All moneys and credits, secured or

unsecured, including all state, county, school district and other

municipal bonds, warrants and securities, without any deduction

Or offset; provided, however, that the terms "moneys and credits"

as herein used shall not embrace the moneyed capital employed

in the banking business by any banking corporation or individual

ii this state.

(b) All poles, lines, transformers, transformer stations,

meters, tools, improvements, machinery and other property usea and

owned byao-operative rural electrical and co-operative rural
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1

2

3 11

1 telephone associations organized under the laws of Montana.

(c) All unprocessed agricultural products either on the farm

or in storage, irrespective of whether said products are owned

4 1 by the elevator, warehouse or flour mill owner or company storing
11

5 11 the same, or any other person whomsoever, and excepting livestock

6 1 and poultry and the unprocessed products of both.

7 '! (d) Land, not to exceed two (2) acres, and improvements

8 of long-term care facilities as defined by Section 69-5201, R.C.M.

9 !: 1947. 

10 r Class Six. Property formerly included in this class is now

H classified by section 84-306 of the Revised Codes of Montana, 1947.

17 ' Class Seven. (a) All new industrial property. New industrial

13 property shall mean any new industrial plant, including land,

14 buildings, machinery and fixtures which, in the determination

15 of the state board of equalization, is used by a new industry

16 during the first three (3) years of operation not having been

17 assessed prior to July 1, 1961 within the state of Montana. New

18 industry shall mean any person, corporation, firm, partnership,

19 association, or other group which establishes a new plant or

20 plants in this state for the operation of a new industrial

2; endeavor, as distinguished from a mere expansion, reorganization,

22 or merger of an existing industry or industries. Provided,

23 however, that new industrial property shall be limited to industries

24 1. that manufacture, mill, mine, produce, process or fabricate

25  materials, or do similar work in which capital and labor are

26
14 

employed and in which materials unserviceable in their natural

27 i; state are extracted, processed or made fit for use or are sub-

28 stantially altered or treated so as to create commercial products

29 1. or materials; and in no event shall the term new industrial

30 1: property be included to mean property used by retail or wholesale

4.
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merchants, commercial services of any type, egrcultu.7.e, #:.-,Y.les or

2 professions. And provided further, that new indtl!,trial pc..77.crty

3 shall not be included to mean property which is used or employed

in any industrial plant which has been in operation in this Jtate

for three (3) years or longer. Any person, corporation, fiz-s,,

partnership, astinciation or other group see%ir to qualify its

7 property toi intiesion in this class &1.r or'. npplcato:; to cne

8 state board of equalization in such manner and form as may be

9 required by said board.

IC (b) Freeport merchandise. rrerrort rl,rchanditsn

M stocks of marchanUise man'i'actured or pruducad outsicie thif= state

12 . which are in transit through this state and cons;.:nec! to z.‘

13 warehouse or other storage facility, public or pr!,vate, within this

14 state, for storage in transit prior to shipment to a fin.11 destine-

15 tion outside the state, and which have acquired a tsxrdDlo sit us

16 within the state.

17 Stocks of merchandise do not lose their status as frceport

16 merchandise because while in the storage facility they are

19 assembled, bound, joined, processed, disassembled, divided, cut,

20 1 broken in bulk, relabeled or repackaged.

21 ! Any person, corporation, firm, partnership, association, or

22 other group seeking to qualify its property for inclusion in

23 this class shall make application to the state board of oqualiza-

24 tion in such manner or form as may be required by said board.

25 The state board of equalization shall establish standards,

26 ;' rules and regulations for the guidance of county assessors and

27 assessing freeport merchandise.

28 Class Eight Any improvement on real property valuod at not

29 more than fifteen thousand dollars ($15,000), which is ownctd and

30 actually occupied by a widow, with or without minor or dependent
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children, or by:

(1) a widow sixty-two (62) years of age or older, whether

with or without minor dependent children, or

4 (2) a widower sixty-five (65) years of age or older, whether

5 with or without minor dependent children, or

6 ' (3) a widow with minor or dependent children regardless of

age, or

8 (4) a recipient of retirement benefits not exceeding one

9 hundred fifty dollars ($150) per month, if single, or two hundred

10, fifty dollars ($250) per month if married. Provided such owner

11 and occupier is not gainfully employed to such an extent afi

12 would render him or her ineligible for soci& security benefi
ts,

13 , should he or she be otherwise eligible for such benefits, and d
oes

14 not have income from all sources, excluding retirement benefits

15 as mentioned in (4) hereinabove, in excess of one thousand five

16 hundred dollars ($1,500).per year. Provided, further, that

17 one who applies for classification of property under thin clan's

18 : must make an affidavit before the county assessor of the county

!9 in which said property is located, on a form as may be 
provided

20 , by the state board of equalization supplied without cost to 
the

21 i applicant, as to his income, if applicable, as to his r
etirement

22 benefits, if applicable, or, as to his marital statue, if

23 applicable, and to the fact that he or she actually occupi
ea such

24 improvements with right of the county welfare board to 
investigate

25 the applicant, on the completion of the form, as to 
answers

26 1 given on the form. Provided, further, that the value of said

27 property shall not increase during the life of the r
ecipient

28 ' of retirement benefits or widow or widower covered 
under this class

29 Class Nine. All property not included in the eight (S)

30 preceding classes."
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1 //,4%1.1._  BILL NO.357

2 I; INTRODUCED 131! Z.?.) 7,1/( t ( 

3
,/

4 A BILLIZOR AN ACT ENTITILED: "AN ACT RELATING TO CLASSIFICATION

5 0? CERTAIN REAL PROPERTY AND AMINDING SECTION 84-301, 64-302,

6 1 OF THE R.C.M. 1947."

7

8 ;, BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE ST .VZL OF MON :

9 Section 1. Section 84-301 class 8 R.C.M. 1947 ia amendad

10 to read as follows:

11 64-301. Classification of property for taxation. For

12 the purpose of taxation the taxable property in the state shall

13 be classified as follows:
0

14 Class one. The annual net proceeds of all mines and mining

15 1: claims, after deducting only the oxpenzes specified and allowud

16 H by section 84-5403; also where the right to canter upon land, to

;7 q explore or prospect, or dig for oil, gas, coal or mineral is

18
4 reserved in land by any person or corporation, the surface title
4

19 ' to which has passed to another, the assnssor and the state and

;
11

20 q county boards of equalization shall detormine the value of the

21 right to enter upon said tract of land for the purpoze of

22 11 digging, exploring, or prospecting for gas, oil, coal cal: minerals,

23 and the same shall bp placad in this classification for the

24 purpose of taxation.

25 Class Two. All household goods and furniture, including

26
clocks, musical instrumonts, sowing machines, wearing apparel

27
of members of the family, and all personal property actually

26 
used by the owner for personal and domostic purposes, or for

29

4
30
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1 1
1

2 i

3 !

4

1
5 ,

6 ,

7 I

tho furninhing or coguip=,:-,nt of ti o fr=aily rosielonce: all v!ri-

cultural anl othcr too), im-,..)1c774nto an0 maChinory, cr.r. an0

othor Qngin4a and boilorc, throahing nachinac an.1 outfit ucad

than:with, autrY,e)iloo, otor trueza ar:42 otJrpowor.-driv.:!n

car, vehicle:: of all kin4u, bat o crld al c:tarcraft, hazn.:4=.0.

oalllery aryl rob..

Class Thrce4 rQu and tho unprocopool

8 1 rro4ucto of both; tOC:ig 0: :::)r:41C4.1 of. all cot, to-,r

9 11 with furnitura an4 fixturag u:741 tharwIth: and all ofZico 0: s

10 1 hotel furnitura and f1)4turoo.

11 Clasq :Our. All ;on.% torn and city lotu, with inprovQ-
1

12 I..

13

nionta, and all trailcra aZCixo to land own.:1, lcaLce., or

contract of p.trchaco by tho trailor cwnor, manuCcoturing i.nd

14 1 mining machinory, fiNturon and r;up7iiac. axcapt on othorviuz,

15 1 provide/ by tha conatitution of orl'.:a.nra, anl a:-zcont at such

161 rroporty r.ay be inclu.:.ai in Claao Viva or Claw; 17 ,.,,an.

17 i Claso Vivo. (a) All monoya and crolity, cocurl or un-

1
18 1 aocural, inc7u.1ing all atata, conty, acoo l district anl othor

19 r municipal bond°, warranty and aocuritioc, without any ,le,lk,ction

20 or of Cot provi7ad, hovavar, that tha tonna "monoyn crolitGl"

21 as hk,roin oo ahall not ombrace tho monarcd capital amployo-1

22 f! in Via bankinc: businozo by any ban%inq corporation or individual

!I, in thio °tato.
ii

24 ()) All 7olor, 1 inon, tranafori.nary, trannformor ytationn,
1

25 r motorn, tool n, impro.iomontc, mzchinory ani othor proparty uco,1
,,

26 I. an) owne,i by co-oporativa rural aloctical an:1 co-ori,rativa rural +

27 h till ophnna apoociationa organiz2d unklor tho 1 zwa of Montana. 
1

!i
26 , (c) A'.7 unproca:7inel agricultural products oithor on Via

?3

29 1

30 !i

40
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8
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13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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farm or in storage, irrespective of whether said pro.mucta are

owne0 by VIII elevator, warehowmf or flour mill owner or com-

pany utorinv the gaIn4 or any other person whomonever, and swoop-

ting livestock anm poultry anl the unprocensom prolucts of both.

Clean (;ix. Property formerly included in this clans is

now classified by section

Class Seven. All now induatrial property. Now inmuetrial

property shall MAMA any new inlustrial plant inclvding land.

buildings, machinery and Cintvren which, in the determination of

the state board of equeliazZion, is used by a now inluntry

during the first three (3) yearn of operation not having been

ansesael prior to July 1, 1961 within the state of montane. mow

initIctry shall moan any porgon.corporation, firm. partnorship,

association, or other group which establishes a new plant or

plants in the state ror the oporation of a new induntrial on-

deavor, as mistinguished from a more expansion. reorganisation,

or mereer of an existing induntry or industries. Provided,

however, that new industrIal property shall be limiteA to in-

dustries that manufacture, mill, mine, produce, procons or fab-

ricate materials, or o nimilmr work in which capital and labor

are employs' and in which matnrials unserviceable in their

natural state are extractel, proof's/R.1 or male fit for use

or are eubetantially altered or treated so as to create commorcial

products or materiala, and in no event shall the term new

industrial property be includad to moan property used by retail

or wholossle merchants, commercial services of any type, agri-

culture, trales or professions. And provided further, that new

industrial property shall not be included to mean property which

46-768 0 - 70 - 5
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is used or employed in any industrial pland which as been

in operation in this state for three (3) years or longer.

Any person, corporation, firm, partnership, association or

other group seeking to qualify its property for inclusion in

this Class shall make application to the state board of equali-

zation in such manner and form as may be required by said board.

Class sight. Any improvement on real property valued

at not more than 06<tecia-theilece4-de44eael-44-16-TC004., pnynnt--,71

t',unnr1 nvn 1\11n1rr+d dral,rm (.1,17.r0o), which is owned and

actually occupied by a widow, with or without minor or dependent

children, or by:

.(1) a widow 62 years of age or older, whether with or

without minor or dependant children, or

(2) A widower el yoars of ago or older, whether with or

without minor or dep?ndent children, or

(3) a widow wig minor or dependent Children regardless

of age, or

(4) a receipient of retirement benefits mo4-esmoed-ing

onst-itendred-Vee4r-f-CriS434--2e2-mor.cThr-41-0-insaer-az-Vwo-her,dired

4-iity-i-eiliare-{;44,2*--per-cointX-44-merikcodv--Prov4deti-eirch

ownee-aftd-eaempier-io-slot-satiinCu441.-em;iwed-eo-cech-ca-exteme

ee-rese44-rendotp-Moa-or4to-r-drigile-Ce-a-eeedal-eeeez%!A7

retiremen4-eee44e-c,e-mervt4o.ned-ela-+44-pheireinabever-lca-exeoce

e4-oilv-tNqoueczd--f4menNvA4zed-4o44ora-444-reC4*-Peir-Yuao.  vibcq 

frm all nourv,m io rv.t r'or tt.n 13,300 for a single 

ppreon and $4,500, forrnrrir,A ce)ur19 Pen- Annum. 
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7-rovj*,7c, nat one who appli..r. for cle:tairi..7ntion

prop-rty on,cr Lhi:' class must make an affic:avit beforo the

aiy,ssor of ch:: rounty in which &aid proprty iG

on a form as may bc, provicleC by th.7, state boarc: of .:quali,ation

supplicr-J without co:;C. to thn applicant, as to hin incomr,, LL

applicable, an to ii retivmont benefits, I applicable, or,

all to 1-is marital status, applicable, ancl to the !act

or sh,, actually oce,lpies ouch improvemr,nta

t,gart-his-.31,-4+r-mrsomo-JT-minor-emendent-e).i46,^my-era-rp.rnon.

mse-rorren,44,44,-..ev-wi1-bi-any-peri-a4-10w.-i4nanfl+ai-egroporb-04-

4:m..-/t4-4mn*T-ami.-4114,4-tuw-imprev.mmnbill-amo-nftb-tleftei-44,1?-i-n,porNe.-

tviarl,-tipirposp-.-.540101,-ti,nn-ncie)%-pgrpolows-efl-ar^-newmoily-r«,..=

-arl-i3,arei-te-imv..et.4,/ftt»-the-npp-Icieanty-an-40.t.-eom7,40bkon-e4

ProviCs6, furth r,

t!'at Ihr valu of Naicl prop-.:rty shall not increase Curing :he

lf'20 O: th., recipient ol! retiromant benafita or wicow or wiCow-r

uner thin 7.1sa.

Cla:In Nine. All property not inelu&lj in the eigl.7t prf,ceCing

*.,stion 2. S.ction 0A-302, R.C.M. 1947, is amerIc'oc to rea:',

PC :ollow)1

'34-302. Zasin for imposition of taxe:I. As a bamia for

ae imposition of taxec upon the different acsoca of prop4rty

specii. In thq pre-:neing °action, a percontage of the true

anC N11 value of prop,.,rty of each class' shall taken

ao follow)*

Clase 1. On huners6 percmnt (100S) of ito trua and full
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2

3

4

5

6

value.

Clams 2. Twmnty percent (20A) of its true and f.)11 value.

Clama 3. Thirty-Orem end ono-third percent (33 1/3M

i of it true and full value..

Claus 4. Thirty percvnt (304) of its trua and full valuc.

Class 5. .;,?vcn p rcent (7)) of its tru alsi. Cull valul.

7 ClA60 Forty p.rcvnt (407) o: its tr..lo and

8 Class 7. .;.nyon plrccnt (710 of ito tnie and rull va2u1,.

9 Clara 0. Twenty-per-m-ent-4444 ?gtecl O4.*)%7ent 

10

H

L true. Am', 1111 value.

Clar.a 9. Forty percnnt (40:4) or its true and £11 vnlun."

(
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1
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8

9
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13

14

151

16 '
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29 I

30

SifiyArhe  BILL NO.

INTRODUCED BY

)174 4̀1‘)

84-301, 84-302

A BILL FOR AN ACT ENTITLED: AN ACT PROVIDING FOR A NEW

RECLASSIFICATION OF PROPERTY FOR TAXATION; PLACING SOLVENT

CREDITS, HOUSEHOLD GOODS AND UNPROCESSED AGRICULTURAL PRO-

DUCTS IN A CLASS TO BE TAXED AT ONE PERCENT OF ASSESSED

VALUE; AMENDING SECTIONS 84-301 AND 84-302, R.C.M. 1947."

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE STATE OF

MONTANA:

Section 1. Section 84-301, R.C.M. 1947, is amended to

read as follows:

"84-301. Classification of property for taxation.

For the purpose of taxation the taxable property in the state

shall be classified as follows:

Class One. The annual net proceeds of all mines and

mining claims, after deducting only the expenses specified

and allowed by section 84-5403; also where the right to

enter upon land, to explore or prospect, or dig for oil,

gas, coal or mineral is reserved in land by any person or

corporation, the surface title to which has passed to

another, the assessor and the state and county boards of

equalization shall determine the value of the right to

enter upon said tract of land for the purpose of dig
ging,

exploring, or prospecting for gas, oil, coal or mine
rals,

and the same shall be placed in this classification 
for the

purpose of taxation.
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1

2
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Class Two. Aii-household-goods-and-farnithreT-in

cluding-clock37-mn5ieai-instruments7-aewing-machinesT

wearing-apparei-of-members-cf-the-family7-and-aii-reraorial

preperty-aetuaily-ase6-by-the-ewner-for-persena1-ard

domestie-ptirpoaes7-or-for-the-furniahing-or-equipment-o+

the-family-residenee7 All agricultural and other tools,

implements and machinery, gas and other engines and toilers,

threshing machines and outfits used therewith, automobiles,

motor trucks and other power-driven cars, vehicles of all

kinds, boats and all watercraft, harness, saddlery and robes.

Class Three. Livestock, poultry and the unprocessed

products of both; stocks of merchandise of all sorts, to-

gether with furniture and fixtures used therewith; and all

office or hotel furniture and fixtures.

Class Four. All land, town and city lots, with an-

provements and all trailers affixed to land owned, leased,

or under contract of purchase by the trailer owner, man-

ufacturing and mining machinery, fixtures and supplies,

exCept as otherwise provided by the constitution of Mon-

tana, and except as such property may be included in

Class Five or Class Seven.

Class Five. ia)---All-mortera-and-ereeiitar-acelare4

er-unaecurear-ineng-aii-atater-countyr-scheoi-elie-

tri-et-and-ether-munieirai-banclar-warranta-ana-emertriti&eT

without-any-ciesitietien-er-effsetr-previdedr-howe*err

taat-the-terma-llaieneya-and-eredits=-aa-herein-aae4,akikli

mat-embraee-the-ReneyeA-eapitak-ampleyed-in-te-baskieb,

bweinesa-by-aay-haaking-eapreratioa-er-ihdividaal,lin

this-stater

poles,lines,transformers,transformer statibms,meters,
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1

2

3

4

5

6

7 ,

8

9 !

10

11

12 :I

13

14

15

16

17

19

20

21

22

23 ,

24

25 ;

26

271

28 
I
i

29 !,

30

tools, improvements, machinery and other propert
y used and

owned by co-operative rural electrical and co-
operative

rural telephone associations organized under the
 laws of

Montana.

ic}--?tii-nnprocessed-agricuitnrai-products-eithe
r-on

the-farm-or-in-5torage7-irrespective-of-whether-
snid-pro-

ddets-are-owned-by-the-elevator7-wareheuse-or-fl
otr-mill

owner-or-eompany-storing-the-same7-or-any-other
-peron

whemsoever7-and-emeept4ng-live5toek-and-poultry-
and-the

unpreee35ed-products-ef-bothT

Class Six. Property formerly included in this class

is now classified by section 84-308.

Class Seven. All new industrial property. New in-

dustrial property shall mean any new industrial 
plant,

including land, buildings, machinery and fixture
s which,

in the determination of the state board of equ
alization,

is used by a new industry during the first t
hree (3) years

of operation not having been assessed prior 
to July 1, 1961

within the state of Montana. New industry shall mean any

person, corporation, firm, partnership, associat
ion, or

other group which establishes a new plant or pla
nts in

this state for the operation of a now industri
al endeavor,

as distinguished from a mere expansion, reor
ganization, or

merger of an existing industry or industries. 
Provided,

however, that new .industrial property shall 
be limited to

industries that manufacture, Mill, mine, pro
duce, process

or fabricate materials, or do similar wor
k in which capital

and labor are employed and in which materials
 unserviceable

in their natural state are extracted, p
rocessed or made fit

for use or are substantially altered or 
treated 80 as to
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1 I
2 II

3'
4
5;
6
7
8
9
10
11
12
13
14
15 ;
16 1,s,

17
fi

19 11
20 1:
21
22
23 I
24 •
25
26
27
28
29 eligible for such benefits, and does not have income from

create commercial products or materials; and in no event

shall the term new industrial property be included to mean

property used by retail or wholesale merchants, commercial

services of any type, agriculture, trades or professions.

And provided further, that new, industrial property shall

not be included to mean property which is used or employed

in any industrial plant which has been in operation in

this state for three (3) years or longer. Any person,

corporation, firm, partnership, association or other grouo

seeking to qualify its pr000rty for inclusion in tis class

shall make application to the state board of equalization

in such manner and form as may be required by said board.

Class Eight. Any improvement on real property valued

.at not more than fifteen thousand dollars ($15,200), which

is owned and actually occupied by a widow, with or without

minor or dependent children, or by: (1) a widow 62 years

of age or older, whether with or without minor or dependent

children, or

(2) a widower 65 years of age or older, whether with

or without minor or dependent children, or

(3) a widow with minor or dependent children regardless

of age, or

(4) a recipient of retirement benefits not exceeding

one hundred fifty dollars ($150) per month, if single, or

two hundred fifty dollars ($250) ner month if married.

Proyided such owner arid occupier is not gainfully employed

to such an extent as would render him or her ineligible for

social security benefits, should he or she be otherwise

30 all sources, excluding retirement benefits as menticrucd in
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(4) hereinabove, in excess of one thousand five hun-

dred dollars ($1,500) per year. Provided, further, that

one who applies for classification of property under this

class must make an affidavit before the county assessor of

the county in which said property is located, on a form as

may be provided by the state board of equalization supplied

without cost to the applicant, as to his income, if appli-

cable, as to his retirement benefits, if applicable, or,

as to his marital status, if applicable, and to the fact

that he or she actually occupies such improvements with

none other than his or her spouse, minor or dependent

children, or persons not responsible for all or any part

of the financial support of the affiant, and that the im-

provements are not used for income-producing purposes other

than such purposes as are normally permitted in or on such

improvements, with richt of the county welfare board to

investigate the applicant, on the completion of the form,

as to answers given on the form. Provided, further that

the value of said property shall not increase during the

life of the recipient of retirement benefits or widow or

widower covered under this class.

Class Nine. (1) all household. goods and furniture_i_

includina clocks,  musical instruments, sewina_pachine.1,

wearing apparel of members  of the family,  and all personal

property actuakly used by the owner for_personal and

26 1

27 I

domestic_purposes, or for the furnishing or equipment of

the family residence.

28 ; (2) all moneys and credits, secured or unsecured, in-

29 cludina all state, county, school district and other munic-

30 u ipal bonds, warrants and securities, without any. deduction
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70

or offset; provided, however, that the  terms  "moneys and 

2 credits" as  herein used shall not embrace the moneyed 

capital employed in the banking business by any bankima

corporation or individual in this state. 

5 (3) all unprocessed agricultural products either on 

the  farr or in storaac, irrespective of whether said pro-

ducts are owned by the elevator, warehouse or flour mill

owner or company storing the same, or any other person 

whcmsoever, and excepting livestock and poultry and the 

unprocessed products of both. 

eiass-Nine Class Ten. All property not included in

the eight nine preceding classes."

Section 2. Section 84-302, R.C.M. 1947, is amended to

read as follows:

"84-302. Basis for imposition of taxes. As a basis

3 i'

4 11
i1

7

6 1!

9 1:

10

11

. 12

13

14

15 .

16 for the imposition of taxes upon the different classes of

17: property specified in the preceding section, a percentage
j

18 : of the true and full value of the property of each class

19 shall be taken as follows:

20 Class 1. One hundred per cent (100%) of its true and

21 full value.

22 Class 2. Twenty per cent (20i) of its true and full

23 value.

24 Class 3. Thirty-three and one-third per cent (33 1/3%)

25 of its true and full value.

26 ;!

27 !!

26

29

30 !

Class

value.

4. Thirty per cent (30%) of its true and full

Class

value.

5. Seven per cent (7%) of its true and full

Class 6. Forty per cent (40%) of its true and full

to.
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1 value.

2 Class 74 Seven per cent (7%) of its true and full

3 value.

4 Class 8. Twenty per cent (20%) of its true and full

5 value.

6 Class 9. One per cent (1%) of its true and full value.

7 Class 9 10 Forty per cent (40%) of its true and full
--4 . _

8 value. "
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4 84-301, 84-302

5

7

9

10

12 ;,

1

14

15

16

17

13

19

20

21

22

23

24

25

26

27

23

29

30
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 BILL NO.  

INTRODUCED BY • • • •

A BILL FOR AN ACT ENTITLED: "AN ACT AMENDING SECTIONS 84-301 AND

84-3C2, E.C.M. 1947, TO CREATE A SEPARATE CLASS AND BASIS FOR

I1-20SITION CF TAXES UPCN STOCKS OF MERCnANDISE AND TO RE-NUMEZR

Tril: CLASS AND BASIS OF RESIDUAL PROPERTY."

BE IT ENACTED BY TnE LEGISLATIVE ASSEMBLY OF VIE STATE OF MONTANA:

Section 1. Section 84-301, R.C.M. 1947, is amended to read

SS follows:

"84-301. Classification of property for taxation. For t=le

purpose of taxation the taxable property in the state shall be

classified as follows:

Class Ona. The annual net proceeds of all mines and mining

claims, after deducting only the expenses specified and allo»od by

section 84-5403; also whore the right to enter upon land, to

explore or prospect, or dig for oil, gas, coal or mineral is re-

served in land by any person or corporation, the surface title to

which has passed to another, the assessor and the state and county

boards of equalization shall determine the value of the right to

enter upon said tract of land for tho purpose of digging,

exploring, or prospecting for gas, oil, coal or minerals, and the

same shall be placed in this classification for the purpose of

taxation.

Class Two. All household goods and furniture, including

clocks, musical instruments, sewing machines, wearing apparel

of members of the family, and all personal property actually used

J.
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by the owner for personal and domestic purposes, or for t
he

7 furnishing or equipment of the family residence; all agricultural

3 and other tools, implements end machinery, gas and other engines

and boilers, threshing machinea and outfits used therewith,

automobiles, motor trucks and other power-driven cars, vehicles

of all kinds except mobile homes, boats and all watercraft, harness,

7 . saddlery and robes.

b, Class Three. Livestock, poultry and the unprocceaed producta

9 of both; ateeka-o;-mapahandl.ae-of-all-aatay-tozet)ha.i-wL‘h

10 .1.-“,7nfttuve-ana'-fos-uzed-thc...3callith7-ca:co;t-zobile-homoo.;-

flirn'turarrfi:,:t:Ire:3 of r;Irc,intila estr.blinbrntn; and all

12 office or hotel furniture and fixtures.

13 Clean Four. (a) All land, town and city lots, with improve-

14 ments, and all trailers affixed to land owned, leased, or under

15 ; contract el. of purchase by the trailer owner, manufacturing and

16 mining machinery, fixtures and supplies, except as otherwise

17 provided by the constitution of Montana, and except as such

18 property may be included in Class Five or Class Seven.

19 (b) Mobile homes without regard to the ownership of the

20

21

2?

2.3

24

25

26

27

28 ;

29

30

land upon which they are situated, except those held by a 

tributor or dealer of mobile homes as part of his stock in trade.

Class Five. (a) All moneys and credits, secured or

unsecured, including all state, county,school diatrict and other

municipal bonds, warrants and securities, without any deduction

or offzet; provided, however, that the terms 'moneys and credits'

as herein used shall not embrace the moneyed capital employed in

the banking business by any banking corporation or individual

in this state.

(b) All poles, lines, transformers, transformer stations,

meters, tools, improvements, machinery and other property used
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nnd owned by co-oporative rural electrical and co-operative

2 rural telephone associations orzanized under the laws of

Montana.

4 (c) All unprocessed agricultural products either on the

5 far= or in storage, irrespective of whether said products are

6. owned by the elevator, warehouse or flour mill owner or company

7 storing the came, or any other person whomsoever, and excepting

8 livestock and poultry and the unprocessed products of both.

9 Class Six. Property formorly included in this class is

10 now classified by section 84-308. of the Revised Cocies of

11 ! Montana, 1947.

12. Class Seven. (a) All new industrial property. New

13 • industrial property shall mean any new industrial plant, inclu:ling

14 land, buildings, machinery and fixtures which, in the detemination

of the state board of equalization, is used by a new industry

16 during the first three (3) years of operation not having been

17 assessed prior to July 1, 1961 within tha state of Montana. New

18 industry shall mean any person, corporation, firm, partnership,

:19 association, or other group which establishes a new plant or
20

plants in this stilts for the operation of a new industrial
21

endeavor, as distinEuished from n mere expansion, reorganization,
22

or merger of an existing industry or industries. Provided, howaver,
23

that new industrial property Shall be limited to industries that
24

manufacture, nil, mint), produce, process or fabricate materials,

25
or do similar work in which capital and labor are employed and

26'
in which materials unsorviceable in their natural state are

27
extracted, processed or made fit for use or are substantially

28:
altered or treated so as to create commercial products or

29 : materials; and in no event shall :the term new industrial property

30
be included to =can property used by retail or wholesale
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.-archants, commercial services of any type, agriculture, trados

or professions. And provided further, that new induotrial

property shall not be included to mean property which is used

4 or employed in any industrial plant which has boon in operation

in this state for three (3) years or longer. Any person, cor-

6 poration, firrn, partnership, association or other group

7 to qualify its property for inclusion in this class shall molca

8 application to the state board of equalitation in such manner

9 and form as may be requircd by said board.

10 (b) Freeport merchandisc. Freeport merchandica L.oans

those stocks of merchandise mznufacturod or produccd outsid,

12 this state which are in transit through this state a:-.d

13 to a warehouse or other storago facility, public or nrivate,

within this state, for otorago in transit prior to ohipw.ant to

a final destination outside tho state, and which havo .:oquirod

16 a taxable situs within the state.

17 3toe4c of merchandiao do not lose their status as froopart

13 merchandise because while in the storage facility they are

:9 assembled, bound, joined, processed, disassembled, divided, out,

20 broken in bulk, relabeled or repackaged.

21 Any parson, corporation, firm, partnership, asoociation, or

22 other group seoking to qualify its property for inclusion in

23 tais class shall make application to the ntate board of equal -

24 zation in such manner or form as mr.y be required by said board.

25 The state board of equalization shall establish standards,

26 rules and ror,alations for the guidance of county asac:;lors

27 assessing frcaport merchandise.

26 Class Zight. Any improvament on real property valuod at not

-)9
more than fifteen thousand dollars (15,C00), which is owned and

50 actually occupied by a widow, with or without minor or dcpendc,nt
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childrn, or by:

7 (1) a widow Sixty-two (62) years of age or older, whether

3, with or without minor dependent children, or

4 (2) a widower sixty-five (65) years of ago or older,

5 whether with or without minor dependent children, or

6 (3) a widow with minor or dependent children regardless of

7

9 :

10

11

12 -

13

14

15

ft

17

1t,

19

20

21

22

23

24

26

27

25

29

30

zge, or

(4) a recipient of retirement benefits not excendinj one

hundred fifty dollars (.$150) per month, if singlo, or two

hundred fifty dollars (250) per month if married. Provided

such oLner and occupier 13 not gainfully employed to such an

extent as would render him or her ineligible for social security

benefits, should he or nhe be otherwise elizible for such benciiz:.,

and does not have income from all sources, excluding retirement

benefits as mentioned in (4) hereinabove, in excess of one

thousand five hundred dollars ($1,500) per year. Provided,

further, that one who applies for classification of property under

this class must make an affidavit before the ccunty asoessor of the

county in which said property is located, on 4 form as may be pro-

vided by the state board of equalization supplied without cost

to the applicant, as to hia income, if applicable, as to his

retirement benefita, if applicable, or, as to his marital status,

if opplicable, and to the fact that he or she actually occupies

such improvements with right of the county welfare hoard to

investigate the applicant on the completion of the form, as to

answErs given on the form. Provided, further, that tho value

of said property shall not increase during the life of the

recipient of retirement benefits or widow or widower covered

under this clzas.

Class Nino. AII-p:.epe7t,y-net-ineIuded-Ln-the-eLoh44.:4.
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2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18 ;

19

20

21

22 ,
!

;

24 ;

25

26 ;

27 1:

preeedInc-eloseee. Stocko mf,rehAndkpe of ,011,iserchante_ and 

rnrolfncttirors, Mc_elnt robile hor'n1.

Claes Ten. ii11 pr000rtx pot included jn the nine (9),

preoneinp 00,noen."

Svotion 2. Section t4-302, R.C.M. 1947, is arended to

rond:

"Z14-302. PzIcis for inposition of taxes. As a basis for

tho inpotion of taxes upon the different classes or property
apocified in the preceding section, a percentage of the t

rue

and full value of the property of each class shell be taken as

Class 1. One hundred per cent (100%) of its true and full

vnlua.

Clnas 2. Twenty per cent (201.) of its true and full value.

ClLas 3. Thirty-three and ono-third per ctint (33 1/3%)

of it true and full value.

Claus 4. Thirty per cant (3N) of its true and fUll value.

Claos 5. Seven per cent (7;) of its true and full value. -

Cl.:po .6. Forty par cent (405) of its true and full value.

Cisos 7. Seven per cent (7:) of its trua and full value.

Cl css 8. Twenty per tent (20%) of its true and full value.

Clazz 9. Pf,yty-pav-oionti-1,440%4. 71untv7twO ur cent (2e) 

of it true nnd full vslus in 1970, 01,even_rn- oentIW) of its 

17.11,7_ vp:I.uo 1,1 :19,71, and one ner o..nt (ix) or 5t1 tiret 
!:1.111 vnluo 127.1 nrtench -71.  --horeftfter.

Class EnrtY rcr c!nt (k) of it0 true td vislut,"

460768 0 - 70 - 6
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1  BILL NO

2 INTRODUCED BY / 

3 ;71.42-te C 
y--

4 84-301

5 A BILL FOR AN ACT ENTITLED: "AN ACT TO AMEND SECTION 84-301, REVISED

6 CODES OF MONTANA, 1947 RELATING TO CLASSIFICATION OF PROPERTY FOR

7 TAXATION, TO INCLUDE TELEPHONE COMPANIES SERVING RURAL AREAS AUD

8 CITIES AND TOWNS HAVING A POPULATION OF 800 PERSONS OR LESS AND WITH

9 AVERAGE CIRCUIT MILES FOR EACH STATION OF MORE THAN ON AND OA-

10 QUARTER MILES, IN CLASS FIVE (b); REPEALING ALL ACTS OR PARTS OF

11 ACTS IN CONFLICT HEREWITH AND PROVIDING FOR AN EFFECTIVE DATE".

12

13 BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF iHE STATE OF :,ONTANA:

14 Section 1. Section 84-301 R. C. M. 1947, is amended to road

15 as follows:

16 1'84-301. Classification of property for taxation. For the pur-

17

18

19

pose of taxation the taxable property In the state shall be classified

as follows:

Class One. The annual net proceeds of all mines and mining

20 claims, after deducting only the expenses specified and allowed by

21 'section 84-5403; also where the right to enter upon land, to explore

22 or prospect, or dig for oil, gas, coal or mineral is reserved in land

23 '1:1by any person or corporation, the surface title to which has passed

24 another, the assessor and the state and county boards of equolize-

25 ,i,tion shall determine the value of the right to enter upon said tract

26 i!of land for the purpose of digging, exploring, or prospecting for

27 i gas, oil, coal or minerals, and the same shall be placed in this

28 classification for the purpose of taxation.
1

29 1:1 Class Two. All household goods and furniture, including clocks,

30 musical instruments, sewing machines, wearing apparel of members of

31 ilthe family, and all personal property actually used by the owner for

32
[personal and domestic purposes, or for the furnishing or equipment of
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3

5 !!

7 Ij
8

2.0

11

12

13 ,

14

15

10

17

18

19 !I

23

2.

22

23

26

25

20

27

28

29

30

31 '

32

the family residence; all agricultural and 
other tools, Implements

and machinery, gas and other enzinea and 
boilers, threahing machines

and outfits used therewith, automobiles, mo
tor trucks and other

4 power-driven cars, vehicles of all kinds ex
cept mobile hones, boars,

and all watercraft, harness, saddlery and r
obes.

Class Three. Livestock, poultry and the unprocessed products

of both; stocks of merchandise of all sorts, 
together with furniture

and fixtures used therewith, except mobile hom
ee; and all office or

hotel furniture and fixtures.

Claes Four. (a) All land, town and city lots, with improvemente,

and all trailers affixed to land owned, leased, o
r under contract

or purchase by the trailer owner, manufacturing and 
mining machinery,

fixtures end supplies, except as otherwise provided by 
the consti-

tutien of Montana, and except as such property may be 
includoa in

Claes Five or Class Seven.

(b) Mobile homes without regard to the ownership of the land

upon whica they are situated, except those held by a 
distributor

or dealer of mobile homes as part of his stock in 
trade.

Class Five. (a) All moneys and credits, secured or unsecured,

including ell state, county, school diatrict and othsr municipal

bonds, warrants and securities, without any deduction or offset;

provided, however, that the terms "moneys and credits as herein

used shall not embrace the moneyed capital employed ia the banking

business by any banking corporation cr individual in thin state.

(b) All poles, lines, transformer°, transformer stations,

meters, tools, improvements, machinery and other property used end

owned by cooperative rural electrical and co-operative rural tele-

phone associations organized under the laws of Montana Lnd t
hou

307Mitrpf pro_perty owned by 1111 other rerr;onst firll, corpornt-

ions cnd ptker orgnirltions W-Ach pre a:170'10d ip the businern of

furnishin_i; telerhone cc uniçtors exclunively to rirrn1 nrenn, or

to rural crenq and citieq and townn provided th8t nni_i3uch city or 
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3 j

4 1

6

7

;t

9

mC  hIrcl.r!-1 r'!rnrrl or l!'n1J rrri_Prc>-

17V1t1r ttmt trm Averre.^ rrk.lit._1-1 1,.01 for e'Irt RtItcla7 çr

s21.1 lp mor, tr1L c—, (1!J rWyme. 

(c) All unprocessed agricultural products either an the farm

or in storage, irrespective of whether raid products are owned by

the elevator, warehouse or flour mill owner or company storinj, the

or any other parson 1:hc:7soi7er, and oxcoptinz livestock and

poultry and the pructs of both.

Clans Six. Property formorly included in this class is now

10 classifiod by section 84-308 of the Revised Codes of Montana, 1947.

11

12 I'

13

14 1,

16

17

18

Clans L;evan. (a) Al]. now industrial property. Now induntrinl

property shall moan any new industrial plant, including land,

buildings, machinery and fixtures which, in the determination of

the state board of equalization, is used by a new industry durin7,

the first throe (3) years of operation not having boon assessed

prior to July 1, 1961 within the state of lontara. New industry

shall moan any person, corporation, firm, partnership, association,

or other croup which establishes a new plant or plants in this

19
ntate for the operation of a now industrial endeavor, as diatinzuish-

20
ed from a more expansion, reor,7anitation, or merger of an existing

7.1 industry or indulitries. Provided, hmsvor, that now industrinl

proporty shall be limited to industries that manufacture, mill,

23 mine, proa.co, process or fabricate materials, as do sirilar work
24

in which capital and labor ore employed and in which materials un--

c..Irviccsble in their natural state are extracted, processed or mode

26
fii for use or are subntnntially altered or treated no as to crests

27 
commercial products or materials; and in no event shall the term

23 now industrial property be included to mean property used by retail

29
• or wholesale merchants, comr.orcial services of any typo, ar,riculturo,

30
trades or professions. .rtd provided further, that now industri--1

3!
property shall not be included to mean property which is used or

32
employed in any industrial plant which has boon in operation in this
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'

3

4

5

3

7

8

10 :t

11

12

16

17

13 •

19

23

21

22

25

24

23

27

26

29

33

31 !

32
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state for throe (3) years or longer. Any person, corporation,

firm, partnorship, association or other group seeking to qual
ify

its property for inclusion in this class shall make application t
o

the state board of equalization in such manner and form as 
may be

required by said board.

(b) Freeport merchandise. Freeport merchandise means those

stocks of merchandise manufactured or produced outside this 
state .

which are in transit through this state and consigned to o 
warehouse

or other storage facility, public or private, within thio sta
te,

for storage in transit prior to shipment to a final destination

outside the state, and which have acquired a taxable situs wi
thin

the state.

Stocks of merchandise do not lose their status as freeport

merchandise because while in the storage facility they are ass
embled,

bound, joined, procesaed, disasoembled, divided, cut, broken i
n

bulk, relabeled or repackaged.

Any person, corporation, firm, partnership, associLtion
, or

other group seeking to qualify its property for inclusion in 
this

class shall make application to the state board or equalizatio
n in

such manner or form as may be required by said board.

The state board of equalization shall establish standards, rules

and reulations for the guidance of county assessors pnd aseessing

freeport merchandise.

Class ZiEht. Any improvement on real proporty valued at not

more than fifteen thousand dollora (015,00)), which is owned 
and

actually occupied by a widow, with or without minor.or dependent

children, or by:

a widow sixty-two (62) years of age or older, whether with

or without minor dependent children, or

(2) a widower sixty-five (65) years of ago or older, whether wit
h

or without minor dependent childron, or

(3) a widow with minor or depondent children regardless of ei..,e,or
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(4) a recipient of retirement benefits not exceeding one hundred

2 fifty dollars (l50) par month, if single, or two hundred fifty

3 dollars (250) per month if married. Provided such owner and

4 occupier is not gainfully employed to such an extent as would render

5 him or her ineligible for social security benefits, should he or

. she be otherwise eligible for such benefits, and does net have in-

7 come from all sources, excluding retirement benefits as mentioned

8 in (4)hereina.Jove, in excess of one thousand five hundred dollars

('!1,500) per year. Provided, further, that one who applies for

10 classification of property under this class must make an affidavit

11 before the county assessor of the county in which said property

12 : is located, on s form as may be provided by the state board of

13 equalization supplied without cost to the applicant, es to his in-

14 come, if applicable, as to his retirement benefits, if applicable,

15 or, as to his marital statue, if applicable, and to the fact that

16 he or she actually occupies such improvements with right of the

17 ccunty welfare board to investigate the applicant, on the completion

18 of the form, as to answers given on the form. Provided, further,

19• that the value of said property shall not increase during the life

20 of the recipient of retirement benefits or widow or widower covered

21 under this class.

22 ! Class Nine. All property not included in the eight (8) preced-

23 ing classes.

24 H Section 2. Repealing all acts or parts of acts in conflict

25 herewith.

26 Section 5. This act is effective on its passage and approval.
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SOUTH CAROLINA LEGISLATIVE SERVICE

HOUSE: McLeod, Fendley, Harwell

Date: 2-19-69
No. H-1276
Referred to Ways and Means Committee.

A JOINT RESOLUTION

PROPOSING AN AMENDMENT TO SECTION 29 OF ARTICLE 
III OF THE CONSTITUTION-

OF SOUTH CAROLINA, 1895, RELATING TO TAXATION 
BASED ON THE ACTUAL

ASSESSED VALUE OF LAND, SO AS TO PROVIDE THAT THE
 GENERAL ASSEI,DLY

MAY AUTHORIZE ASSESSMENT BASED ON THE USE TO WHI
CH LAND IS DEVOTED.

Be it enacted by the General Assembly of the Sta
te of South Carolina:

SECTION 1. There is proposed the following amendment to Sectio
n 29

of Article II: of the Constitution of this State: 
add the following at

the end of the section : "Provided, however, that the General

Assembly may authorize the asses:,me-nt of real pr
operty for taxation

purposes based on the use to which suon property is
 devoted and

prescribe conditions for such assessment." so that, when so amendecA,

,the section shall read:

/// 

"Section 29. All taxes upon property, real and personal, shal
l be laid

upon the actual value of the property taxed, as the
 same shall be

ascertained by an assessment made for the purpose of 
laying such tax.

Provided, however, that the General Assembly may au
thorize the

assessment of real property for taxation purposes base
d on the use to

, which such property is devoted and prescribe condi
tions for such

\assessment.

SECTION 2. The proposed amendment shall be submitted to the 
qualified

eleczors at the next general election for represent
atives. Ballots

shall be provided at the various precincts with the
 followir„: words

printed or written thereon: "Shall Section 29, Article III of the

Constitution of South Carolina, 1895, be amended so as
 to provide that

the General Assembly may authorize assessment of land for
 tax purposes

based on :he use to which such land is devoted?

In favor of the amendment ZI7

Opposed to the amendment LIT7

Those voting in favor of the amendment shall deposit a ballo
t with a

check, or cross mark in the square after the words 'In fav
or of the

amendment' and those voting against the amendment shall 
deposit a

ballot with a check or cross mark in the square after the
 words

'Cpposed to the amendment.'"
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TENNESSEE

A QUESTION SUBMITTED TO THE PEOPLE IN
NOVEMBER, 1968, AND PASSED BY THEM

Question 3. Shall a convention be called to alter and
reform Article II, Section 28 of the Constitution so as to require
the classification of property into three classes for purposes of
taxation, to wit:

Real Property
Intangible Personal Property
Tangible Personal Property

Provided that said Convention shall classify Real Property
only into four (4) subclassifications, to wit:

(a) Public Utility Property, to be assessed at not less than
45 per cent or more than 55 per cent of its value, the exact
percentage to be fixed by the convention;

(b) Industrial and Commercial Property, to be assessed at
not less than 35 per cent or more than 45 per cent of its value,
the exact percentage to be fixed by the convention;

(c) Residential Property, to be assessed at not less than
25 per cent or more than 35 per cent of its value, the exact
percentage to be fixed by the convention; and

(d) Farm Property, to be assessed at not less than 20 per
cent or more than 25 per cent of its value, the exact percentage
to be fixed by the convention.

Exemption of tangible Personal Property. Said Convention
shall further provide and establish an exemption, which shall
cover a taxpayer's personal household goods and furnishings,
wearing apparel and other such tangible property, the total of
which exemption shall not be less than $5,000 or more than
$7,500, as shall be determined by the Convention.

Exemption of Intangible Personal Property. The Convention
shall further provide that money deposited in an individual's
personal or family checking or savings account shall be exempt
from taxes, in an amount to be determined by the convention.

4.
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No exemptions other than those specified herein shall be
authorized by the Convention in the case of either tangible
personal property or intangible personal property.

The ratio of assessment to value of property in each class
or sub-class, as shall be established by the convention, shall
be equal and uniform throughout the State, and each respective
taxing authority shall apply the sane tax rate to all property
within its jurisdiction.

Said Constitutional Convention, if called, shall not be
authorized to amend the Constitution so as to permit a personal
income tax, except as already authorized under the present
Constitution; and the said Convention, if called, may consider the
further provision of Article II, Section 28, but no action taken
shall be in conflict with the provisions hereof.

FOR THE CONVENTION
AGAINST THE CONVENTION

Voters will indicate their choice by placing a cross mark (x)
opposite one or the other of the above expressions.



86

Mr. LANIER. I was to be followed by Dr. Rolf Weil, president of
Roosevelt University. Dr. Weil, however, must respond to calls of
his board of trustees and they called him to meet with them today.
He regretted he could not be here. He, too, has testified before this
subcommittee and the House committee on other occasions on this bill.
I would like to submit in his behalf, however, Mr. Chairman, a

statement which simply says and illustrates that there are accurate
ways in which to measure this discrimination and in which to deter-
mine what actions must be taken, and to what degree, to eliminate it.
If I may submit that for Dr. Weil, I should appreciate it.
Mr. FRIEDEL. Dr. Weil's statement will be included in the record.
(The statement of Rolf A. Weil follows:)

STATEMENT OF ROLF A. WEIL, PRESIDENT, ROOSEVELT UNIVERSITY

My name is Rolf A. Well. I am president of Roosevelt University. My pro-
fessional field is economics with a specialty in public finance in which area I
hold a doctorate from the University of Chicago. For about 25 years I have
had a special interest in the field of property taxation and, more specifically,
in property equalization. This academic interest resulted in by employment
in 1944 as a research analyst for the Illinois Department of Revenue where, for
a period of two years, I was responsible for the determination of the levels of
assessment for various taxing jurisdictions by the assessment ratio method.
Throughout my teaching career I continued to work in this field. In 1951, the
National Tax Journal published by study of property tax equalization in Illinois.
Subsequently I have participated in and directed many assessment ratio studies
for private industry and for governmental units. In September 1968, I delivered
a paper on "Sales Ratios Equalization and the Transportation Industry" before
the National Tax Association convention in San Francisco. Because of my
interest in this field, therefore, I am particularly pleased to have been invited
by the Association of American Railroads to appear before you today to express
my views on H.R. 16245 and identical bills and more specifically on the subject
of the feasibility of measuring discrimination in ad valorem taxation.

Uniformity of assessments must be a major objective of good property tax
administration. Equalization by the states does not per se result in the attain-
ment of the desideratum because of the defects in initial assessments. However,
equalization as between assessment jurisdictions and as between State assessed
and locally assessed property provides "statistical" justice, i.e., it reduces
Inequities, on the average.
In order for equalization to take place, the following prerequisites are

essential:
1. Legislative or constitutional authorization,
2. Statistical studies to determine the actual level of assessments for

various jurisdictions and/or classes of property.
3. Determination of the equalization level relative to "full value" and
4. Administrative willingness to carry out the legislative mandate.

Of these prerequisites the first poses no serious problems. With regard to
the second it must be noted that the state studies are often inadequate, are not
conducted frequently enough, and are often not published in complete detail.
The level at which equalization is to take place may not be as important as the
fact of equalization. Unfortunately, the fourth requirement is often the insur-
mountable obstacle. Through inertia at best, through malice and forethought
at the worst, states have frequently been unwilling to implement equalization
recommendations based on their own research and advocated by their dedicated
civil servants. It is for this reason, above all, that actual or threatened court
action frequently remains as the only remedy for a large segment of industry.
This remedy unfortunately is not only costly but painfully slow.

State equalization of assessments is designed to remove four major inequities:
1. Instability and lack of uniformity in the application of tax rate and

debt rate limits which are expressed as a percentage of assessed valuations,
2. Preferential treatment for low assessment districts in the distribution

of state grants such as equalization aid to schools,
3. Variations in effective tax rates within taxing units overlapping two

or more assessment jurisdictions.
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4. Unequal treatment for •state assessed as against locally assessed
property.

It is the last of these four inequities that must be of particular concern to
the transportation industry, to taxpayers and to tax administrators as a weak-
ness in the property tax structure.
In recent years, railroads have been successful in litigation claiming an over-

payment of taxes by the carriers because of a failure of State agencies to
equalize centrally assessed property with local assessments. In essence, this
involves a recomputation of the carrier's tax bill on the assumption of lower
rates which would have prevail if local property had been properly equalized.
In this testimony I intend to summarize some observations based on my experi-
ence with studies and litigations in such cases in Illinois, Iowa, Alabama, and
Tennessee. In every one of these states substantial measurable discrimination
has existed in past periods. The claim is sometimes made that whereas state
agencies may certify that centrally assessed property is valued at the statutory
level, it de facto is under-valued by the state very much in the same manner as

• local property is undervalued by local assessing officials. Experts in railroad and
utility valuation concede an element of truth in this statement but do not argue
that the underassessment of railroad property, where it occurs, is of the same
order of magnitude as the underassessment of locally assessed real estate, not
to mention personal property. The fact that in 1957, according to Dick Netzer,
in a Brookings Institution study,' state-assessed transportation and public
utility property accounted for about eight percent of all property tax revenues
is prima facie evidence of relative overassessment of centrally assessed property.
In order to determine the degree of discrimination between centrally assessed

railroad operating property and locally assessed real estate the assessment ratio
method is typically used. It can be stated unequivocally that among experts in
the field of property tax administration there is consensus that the level of real
estate assessments can be accurately determined by this method, There can
always be small sampling errors, but if proper techniques are used, such statis-
tical error is administratively insignificant. Many refinements in this method
have been developed and confidence in the results has been general. Moreover,
the method has been accepted in many court cases as the best approach to the
determination of the level of assessment of local assessed property. In a nutshell,
the method consists of comparing the assessed value of property with the "full
fair cash" value as determined by selling price or market appraisal of a large
number of properties.
It is possible, therefore, to equalize property as 'between assessment jurisdic-

tions at an agreed level fixed by statute, constitutional requirement, or adminis-
trative policy. In many states such equalization is carried out with various
degrees of success, although the de facto equalization can be expected to take
place at a level lower than that which was set as the objective. This results
from the following influences:

1. An unwillingness to recognize the impact of inflation on values. Whereas
real estate price levels have generally risen in recent years, local real estate
assessments have usually lagged way behind market values. Centrally
assessed property, however, is regularly reassessed;

2. A desire to keep assessments lower and, therefore, to make tax rate
and debt rate limits more restrictive;

• 3. Attempts to make it easier for local school districts to levy the qualify-
ing rates necessary to get State equalization aid, etc.

It is my observation, and I am certain that other experts would concur, that
equalization as between assessment jurisdictions probably never occurs at the
"announced" or "prescribed" level.

Railroad operating property, by contrast, is usually centrally assessed by state
agencies. Typically, they are better staffed and more sophisticated than local
assessors' offices. They value railroad systems under the "unit rule", that is
in their entirety, allocate by formula what they consider the "fair" portion of
system value to the particular state, equalize the state assessment at the "an-
nounced" or "prescribed" level, and then distribute these valuations to the taxing
units so that they can be "spread" for tax purposes. It is my contention, based
on extensive observation, that whereas state agencies are in a position to equalize
railroad property at the "required" level they never seem to be prepared to go
as far in their equalization attempts where local property is concerned. A couple

Economies of the Property Tax. The Brookings Institution, 1966.
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of years ago, for example, I helped direct a study of assessment levels in the
State of Alabama for 1964. The evidence showed that real estate was assessed
at about 16 percent whereas railroad operating property was valued at 40
percent.
For over twenty years, I have observed the terribly wasteful litigation neces-

sary to get relief from property tax discrimination against railroads and other
centrally assessed utilities in many states. Such litigation is unfairly time-
consuming and slow in producing remedies. As an economist, however, I must
point out that court action by the carriers, in fact, serves the public interest
and should be streamlined by permitting the carriers prompt access to the fed-
eral courts to combat gross discrimination. The taxing units, and, particularly,
hard pressed school systems, may, of course, in the short run lose much needed
revenue if large refunds have to be paid to centrally assessed railroads and
utilities as a result of litigation. In the long run, however, the following devel-
opments may actually improve their fiscal problems.

1. Equalization at a higher level of assessment may result from legisla-
tive or administrative action, thus broadening the tax base and reducing
the restrictiveness of tax rate limits.
2. Sole or primary reliance on the property tax may decline, resulting in

a more diversified and healthier tax base.
3. Local expenditures may, to a larger extent, become financed by

state tax sources via shared taxes or grants-in-aid.
In conclusion, I would like to state that whereas litigation resulting from

the lack of equalization has provided some relief for the transportation industry,
the remedy is too costly and too slow. Moreover, it must be recognized that the
shifting of the burden of taxation to the centrally assessed railroad or utility is
often based on short-sighted self-interest. In the long run the impact of discrimi-
nation on the cost of doing business, and subsequently on prices and rates of
return, may interfere with an efficient allocation of the nation's resources, and,
therefore, with the nation's economic welfare.
My research on cases in Alabama, Illinois, Tennessee, Florida, Iowa, etc., indi-

cates clearly that severe discrimination can be measured through the use of
assessment ratio studies. Effective remedies must be found in the public interest.
In my judgment, legislation such as proposed in H.R. 16245 providing for re-
course to the federal courts in case of discrimination and avoiding the arduous
process of drawn-out state litigation should be forcefully pushed towards
enactment.

Mr. FRIEDEL. I want to thank you, Mr. Lanier. There is no question
in my mind you did your homework and gave us some good examples
of why this law is needed.
I have no other questions. Mr. Pickle?
Mr. PICKLE. Are there any groups opposing this legislation?
Mr. FRIEDEL. The next witness will answer that.
Mr. LANIER. There is one witness here in opposition.
Mr. FRIEDEL. Mr. Devine?
Mr. DEVINE. No questions.
Mr. FRIEDEL. Our next witness will be Mr. Charles Otterman, chief

counsel for the State Board of Equalization in California.
Do you have a prepared statement?

STATEMENT OF CHARLES OTTERMAN, CHIEF COUNSEL,
CALIFORNIA STATE BOARD OF EQUALIZATION

Mr. OTTERMAN. I do not have a prepared statement. I must apolo-
gize for this, but the notice of hearing reached our office just yester-
day. I knew that the committee was going to meet, but there was no
opportunity to prepare a statement.
Mr. FRIEDEL. How long do you think you would want to take?
Mr. OTTERMAN. Not more than 15 or 20 minutes, Mr. Chairman, if

that is permissible. I want to ask the indulgence of the committee on
another point, Mr. Chairman.
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Mr.-Charles Conlon, on behalf of the 27 tax administrators, 27 States,

the National Association of Tax Administrators, has a statement that

he has given to me and I have given it to the clerk. I would ask

that his statement on behalf of NATA with the accompanying docu-

ments be made part of the record.
Mr. FRIEDEL. That will be included in the record following your

testimony, Mr. Otterman.
Mr. O'rrERMAN. Now, specifically on behalf of the California State

Board of Equalization—and I am chief counsel of that board, which
is a constitutional agency in California charged with assessing of

utility and railroad properties—Mr. Chairman I would like to file, not,
for the record, but for the file, a document entitled "Assessment Prac-

tices of the State Board of Equalization," which I have here, which

fully and forthrightly sets forth the assessment practices of the State

of California with respect to utility and railroad properties.
I think that if this document is referred to, it will show very clearly

that there is no discrimination against railroad properties in the man-

ner in which we value them. I particularly want to call attention to
pages 23, 24, 25 of this report in which our State board of equaliza-

tion adopted a resolution in 1968 which recognized that there was still

a very small difference in the assessment ratios between utility prop-

erties and local properties assessed by local assessors.
This is a historical situation that came about for economic reasons

and not for reasons of pointing discrimination at railroads or utilities.

However, the board has taken positive steps to remove and by the year

1973, if we proceed at the same speed we are now, all indication is

under this resolution that there will be absolute equality between the

utility properties and the common properties.
We are reducing at 2 percentage points each year. This year our

utility properties are 31 percent ratio. The common properties are

required under State law in 1971 all to be assessed at 25 percent. So

in just a very few years there will be absolute equalization.
Mr. FRIEDEL. You say you are reducing discrimination by 2 percent

each year.
Mr. °MERMAN. That is 2 percentage points. That is much more

than 2 percent.
Mr. FRIEDEL. What is the discrimination?
Mr. OTTERMAN. The extent of nonequality is the difference between

a present ratio of utility properties at 31 percent of market value

versus a percentage for the locally assessed properties, which is a

statewide average of 23 percent but are required to be assessed at 25

percent.
The actual announced ratios do vary from achieved ratios because

of the difficulty of achieving an absolute fine point, but the extent is

31 versus 25 and will be removed.
Mr. Chairman, the State board of equalization joins with the tax

administrators in opposing the bills. We feel that the bills do several

things that are very bad for the States and that is in the way they

are drafted. They actually interfere with the proper classification of

property by a State and I will be quite specific in this in relation to

California.
For example, the bill requires that the property of the carriers be

compared with ail other property. In California we have classifica-
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tion of property for open-space land by a constitutional amendment.
This is not all agricultural property, so it would not come all withinthe 2(c) provision previously mentioned. We also for purposes of Statepolicy have an assessment ratio for tuna vessels at 1 percent of full
cash value. We have a homeowners' exemption of $750 of assessedvalue for homeowners; veterans' exemption of $1,000 for certainveterans.
We have a 50-percent exemption for business inventories, and wehave other things that I won't mention in detail, but all these things

are done for policy reasons aside from discrimination against rail-roads. They are to help other segments of business or other taxpayers.For example, the homeowners exemption is to balance the tax-loads, looking at the whole California tax structure, between income
taxes, sales taxes, and property taxes. Now, under the bill and thebills, the transportation property would have to be compared withall other property. And that means the type of property I am talking
about, if you read the bill in its plain language.
Now, the committee report from the Senate
Mr. FRIEDEL. If, for instance, a railroad has a big office buildingand there is another office building right alongside it, properly com-

parable, are they both assessed the same?
Mr. OTTERMAN. The railroad office building in California would beidentical to the other building, because in California the only differ-

ential in assessment is on the operating property. The office buildingwould be at 25 percent, the same as any other office building. All non-operating properties of railroads are at 25 percent right now.
Mr. FRIEDEL. Is the discrimination on the moving property, the

rolling stock?
The operating property is the tracks, the cars, and such. But the non-operating property—and there is a lot of it in California—there areland-grant railroads in California and the nonoperating properties areall at 25 percent. And, Mr. Chairman and members, I think that ifthe intention is to compare

' 
so that the railroads get equal treatment,some amendment to these bills is necessary to get around the 2(c)provision which only allows to take out agricultural and growing tim-ber. In other words, I think that the comparison should be, if the billis going to be put out, between transportation property and all othergeneral property—in other words, not a comparison between railroadproperty and homeowners' property. There may be a homeowners'exemption. Or not a comparison between railroad property and ourtuna boat property, because this is not the aim.

It is the general property rate or base that we should be talkingabout.
Then, secondly, there is another problem in this bill with respectto tax rate. The railroads under this bill would get the lowest tax ratein the taxing district. There is also a differential tax rate in some cases.In our State, for example, Mr. Chairman, we tax baled cotton atone-tenth of 1 percent of its market value. This is quite different. Soif you literally read this the railroads would be entitled to one-tenth of1 percent because the bills refer to no higher tax than applicable to anyother property in the taxing district.
Now I think that if changes were made, as I have suggested, to talkin terms of general property rather than all property, and to talk in
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terms of tax rates on general property, we would be in a much bette
r

situation. It would not interfere with our legitimate types of class
i-

fication that are not in any way aimed at interstate commerce carriers.

Mr. Chairman, I would like to make a request to the committee, on

behalf of the 27 States who participated in Mr. Conlon's statement and

on behalf of California also, because of the shortness of time and the

notice here. I would request that the record might be held open a

reasonable time and I would hope we might have 2 weeks. It takes a

long while to get 27 States to come in and I am sure there are a number

of States that would like to enter statements.
Mr. FRIEDEL. The record will be open for at least 10 days. Try to

get it in within 10 days.
(See pp. 112-130 for the letters referred to.)
Mr. OrrERmAN. Thank you, Mr. Chairman. I greatly appreciate it.

Thank you, gentlemen.
Mr. FRIEDEL. Does that conclude your statement?
Mr. OITERMAN. That does at the moment.
Mr. FRIEDEL. Mr. Pickle, any questions?
Mr. PICKLE. Is my State, Texas, one of those that would be in your

organization or which would join in protestation of this measure?
Mr. °ITEM/IAN. I can answer that in one second, Mr. Pickle.
Texas is not included in the list, Mr. Pickle.
Mr. FRIEDEL. Is Maryland included in the list?
Mr. 017ERMAN. Maryland is, Mr. Chairman.
Mr. FRIEDEL. IS Ohio included?
Mr. arrERMAN. Ohio is, Mr. Chairman.
Mr. PICKLE. I would like to ask the gentleman a question. Your

principal objection seems to be to the language, I assume, on page 2
of the bill which referred in line 14 to an assessed value of all other
property. And your contention is the word "all" is too broad?
Mr. OTTERMAN. I suggest it is too broad, Mr. Pickle.
Mr. PICKLE. Do you have a more specific recommendation other

than the use of the word "general property"?
Mr. OTTERMAN. Not other than 
Mr. PICKLE. Do you have a copy of a suggested amendment?
Mr. OTTERMAN. Yes. Mr. Conlon at page 14 of his statement has

included specific language to take care of that problem.
Mr. PICKLE. That is the statement you are going to file with the

committee?
Mr. OrrERmAN. That statement has already been filed.
Mr. PICKLE. We will make reference to that then.
Mr. OrrERmAN. On page 3 of the bill, at lines 8 and 10, there have

to be some changes made there because this limits it to agricultural and
growing timber. I will be happy to include specific language in the
letter I will file with the committee in the open period.
Mr. Picium (presiding) . I as one member would be glad for you

to submit a suggested amendment that might more appropriately get
at the problem you talk about.
Mr. OTTOMAN. We will do that, Mr. Pickle. ( See letter dated

June 12, 1970, p. 93, this hearing.)
Mr. PICKLE. You gave an example in California of an office build-

ing which would be assessed at the rate of 25 percent.
Mr. OITERMAN. It would be just like any other office building.
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An office building owned by a railroad which houses its own business
offices would be considered operating a unitary property and hence
the State assessment ratio of 31 percent for 1970 is used. However, a,
building owned by a railroad but leased out to others would not be as-
sessed as part of the unitary property and the 25-percent ratio would
be applied.
Mr. PICKLE. What property do you assess at 31 percent, or the high

figure?
Mr. OrrERmAN. The operating properties—which would be the

rights-of-way—the rolling stock, and the general equipment that you •
need to run the railroad.
Mr. PICKLE. For my information why tax them at a higher rate

than the office building?
Mr. OTTERMAN. It was historical. Back 30 some years ago all prop-

erty in our State was 50 percent of value. Then we had a constitutional
amendment which made the State board of equalization .as assessing
agency of utility properties. But other properties remained with county
assessors.
Now, the State continued to hold the 50-percent level fairly well, but

during the war periods when property was going up very fast, the local
assessors lagged in bringing up their assessment ratios. Our own legis-
lature made a study and found there was a discrepancy in 1959 and we
began bringing the State assessed properties and locally assessed prop-
erties together gradually.
This has been done and has been done steadily. We brought them

down from 50 to 31 and we will now within 3 years hit 25.
Mr. PICKLE. If this discrepancy applies to the office building,

shouldn't it also apply to rolling stock and other equipment?
Mr. OTTERMAN. The rolling stock is just part of the unitary—we

assess as a unitary operation. We do not separately assess each railroad
car or each piece of track. We take the whole, the railroad as a whole,
and then allocate portions of it. We do not separately consider the
cars in the unitary value.
Mr. PICKLE. Your reason is it is just a historical development?
Mr. OTTERMAN. Yes, sir. The discrepancy, sir.
Mr. PICKLE. If it is historically developed in one instance, why isn't

it historically true in the other, in the office building case?
Mr. OTTERMAN. The cars themselves are in the unitary assessment,

so it is true that they are rather 31 percent as being a component of
the whole operating railroad.
Mr. PICKLE. And you say you are closing the gap?
Mr. OrrERmAN. That gap is being closed.
Mr. PICKLE. Your objective is to have equalization to both types of

property?
Mr. OTTERMAN. That has been our prime objective on all types of

property.
Mr. PICKLE. That is the purpose now of the legislation.
Mr. OTTERMAN. Yes, sir.
Mr. PICKLE. You are within 6-percent discrimination in the instance

you make. As I understand it, the bill passed by the Senate has a 5-
percent discrimination, is that correct?
Mr. OTTERMAN. As I read the Senate bill, it is a 5-percent tolerance

before injunction could be granted.
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Mr. PICKLE. Then we are, in effect, within that bracket now, so why
would you object, then, if we are within one point difference in what
the bill would actually accomplish?
Mr. OTTERNIAN. For several reasons we object. We feel the Federal

courts should not be intruded into this area, for one thing.
Mr. PICKLE. Of course, the purpose of the bill is that we would be

able to give some relief to the IOC Act and as such would use the
Federal courts as a vehicle. There is no other way to have it done?
Mr. OTTERMAN. There is access to the Federal courts at the present

time if the State remedies are not speedy, and adequate. If the Federal
court finds this, that is.
Another witness mentioned this and mentioned difficulties he had

in a particular case, but this bill allows access to the Federal courts
even though the State remedies are efficient and speedy and adequate.
And we think that this intrudes the Federal court into an area where
it is going to build litigation.
It will just carry on for years, because you have to make a comparison

between market value and assessed value. To get market value you need
a bunch of expert witnesses.
Mr. PICKLE. Would it not follow that if you did have the measure

and would provide this relief, that would probably decrease litigation,
because that would hasten the equality of the tax?
Mr. OrIERNIAN. We think it would lead to litigation in Federal

courts because of some of the other things I mentioned—this all prop-
erty bit. If the bill were straightened out technically, I think that
maybe—California probably would not have any trouble with it.
Mr. PICKLE. You submit your version of the amendment you think

it might take to correct this measure.
(The following letter was received for the record:)

STATE BOARD OF EQUALIZATION,
Sacramento, Calf., June 12, 1970.

Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics of the House

Committee on Interstate and Foreign Commerce, House Office Building,
Washington, D.C.

DEAR Mn. FRIEDEL : I greatly appreciate your courtesy extended to me during
the June 9 hearings on S. 2289 and H.R. 16245 to submit further comments as
well as to suggest clarifying amendments in line with Congressman Pickle's
questions.
During the hearing I pointed out that there is a serious lack of congruity be-

tween the actual bill language and the expressed purpose that the bill was not
intended to interfere with the rights of a state to establish separate classifications
for such things as homesteads, churches, etc. It is respectfully submitted that
S. 2289 as presently drafted expressly requires a comparison of transportation
property with all other property and that the definition of "all other property"
contained at page 3, lines 8 to 10, is so explicit as to prevent excluding from such
comparison any property other than agricultural and timber property. The com-
parison, for the sake of equality, should be between transportation property and
other commercial property and accordingly should exclude residential property
and church property, etc., from comparison.

It also appeared to me that what the railroads were saying is that they wanted
to have discriminatory assessment ratio practices struck down by the federal
courts and that it was not their intention to intrude the federal courts into fact
adjudication as to the true market value of railroad property and locally assessed
property for the purpose of assessing. It is my view that the language of the
bill as presently drafted could actually operate to give the railroads some prefer-
ential tax treatment arising from a state's preferential classification of non-
business property, such as homesteads. This is occasioned by the bill's use and
definition of the term "all other property" and the application of a tax rate for
transportation property comparable to any other property, i.e., the lowest rate.

46-768-70-7
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There are enclosed suggested amendments to S. 2289 which are intended to
give more precision to the bill and clearly make the comparison of transportation
property, including railroad property, to other commercial property and to make
it clear that the federal courts would not be involved with actually fixing market
or assessed values. They would simply be concerned with discrimination in the
use of ratios established from values already determined by the state and local
assessing officers. There is also suggested language to make available to the courts
the published ratios of value promulgated by a state agency.
For inclusion in the record and the use of the Subcommittee there are also

enclosed five copies of this letter with attachments and a letter dated May 15,
1970, from Mr. B. F. Freeman, Executive Secretary, California State Board of
Equalization to Congressman Harley 0. Staggers which further explains our
position.

Sincerely,
CHARLES H. OTTERMAN,

Chief Counsel.

SUGGESTED AMENDMENTS TO S. 2289 AS PRINTED FEBRUARY 2, 1970

AMENDMENT NO. 1

On page 2, strike out lines 12 to 17, inclusive, and insert:

Interstate Commerce Act on the basis of an assessment ratio which is higher than
the general average assessment ratio prevailing in the assessment jurisdiction
for other commercial property subject to a property tax levy in proportion to its
value; (b) the collection of any

AMENDMENT NO. 2

On line 21, strike out "any other" and insert:

other commercial
AMENDMENT NO. 3

On page 3, strike out lines 8 to 10, inclusive, and insert:

"(c) The term 'other commercial property' means taxable property, real or
personal, used primarily for business purposes other than for the purposes of
agriculture or the growing of timber.
"(d) The term 'assessment ratio' means the ratio of assessed value to true

market value of property, as those values are established by an assessing officer
or agency in the process of assessing property for taxation according to value.
Where a State agency periodically determines and promulgates general average
assessment ratios for the several assessment districts of the State, those deter-
minations shall be prima facie evidence of the general assessment ratios of the
respective assessment districts.

STATE BOARD OF EQUALIZATION,
Sacramento, Calif., May 15, 1970.

Hon. HARLEY 0. STAGGERS,
Chairman, House Interstate and Foreign Commerce Committee, HOUSE Office

Building, Washington, D.C.
DEAR MR. STAGGERS: The California State Board of Equalization wishes to

make known to you its opposition to S. 2289, which is now pending before the
House Interstate and Foreign Commerce Committee. Our Board is the consti-
tutional agency of the State of California charged with the assessing of utility
properties of the type that are owned or used by the class of carriers covered by
the provisions of the bill.
In summary, our objections are:
(1) The bill provides for undue and direct federal interference with state and

local property taxation, and would thereby deprive the several states of the
legitimate exercise of policy considerations in the classification of property for
tax purposes. Specifically, we would point out that although the report of the
Senate Committee on Commerce (Report No. 91-630) states at Page 11 that it
is not intended to abrogate the right of a state to establish separate rates for
the different traditional classes of property, viz., real propery, tangible personal
property and intangible property, nor to restrict state action in extending total
or parial exemption to property of a class such as churches, charitable institu-
tions, homesteads, and the like, there is a serious lack of congruity between the
bill language itself and this Committee statement. The bill by its express terms
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declares unlawful the assessment of transportation property at a value which
bears a higher ratio to the true market value of such property than the ratio
with respect to all other taxable property. Under Sec. 25a(1) (c) the term "all
other property" is defined to mean all property, real or personal, other than land
used primarily for agricultural purposes or primarily for the purpose of growing
timber. Thus, the bill language is quite express, and the construction of the
Senate Committee would be open to serious question.
(2) Perhaps more importantly, we are concerned with the overriding of Sec-

tion 1341 of the Judicial Code which would be accomplished by Sec. 25a (3) so as
to allow the injunctive processes of the federal courts to interfere with state
assessment and taxation of transportation property, even though there exist
speedy and adequate remedies under existing law. Inevitably Sec. 25a (3) would
get the federal courts deeply into the assessment field for which their proceed-
ings are not suited. The section also raises a substantial constiutional issue.
While the federal courts properly may deal with the question of whether a tax
is valid or void in its entirety, the question of partial invalidity was proscribed
in the case of Moses Lake Homes, Inc. v. Grant County, 365 U.S. 744 (1961). We
believe that the letter of December 9 from Deputy Attorney General Richard G.
Kleindienst to Senator Magnuson, contained at Page 19 of the Senate Committee
report, rather clearly makes this point.
When and if S. 2289 is referred for hearing, we would appreciate the opportunity
to submit further detailed testimony or statements respecting our objections
to the bill.

Sincerely yours,
H. F. FREEMAN,
Executive Secretary.

Mr. PICKLE. Mr. Devine?
Mr. DEVINE. No questions.
Mr. PICKLE. Mr. Adams?
Mr. ADAMS. No questions.
Mr. PICKLE. We thank you.
(The statement of Charles T. Conlon, executive secretary, National

Association of Tax Administration, with attachments, follows:)

CHARLES F. CONLON, EXECUTIVE SECRETARY, NATIONAL ASSOCIATION OF TAX
ADMINISTRATORS

Since this hearing on S. 2289 was scheduled on short notice, it was not feasible
to contact the tax departments of the several states in time to permit the presenta-
tion of individual statements. However, the tax agencies of the 27 states sub-
scribing below, which have jurisdiction over the assessment of railroad property,
have previously expressed their opposition to S. 2289 in the joint statement which
follows. This position is also endorsed by the resolution of the 'Southeastern As-
sociation of Tax Administrators of July 23, 1969, and by previous resolutions of
the National Association of Tax Administrators and the Western States Associa-
tion of Tax Administrators opposing substantially similar bills in previous
congresses.
In opposing S. 2289, the state tax departments stress these points. First, state

court remedies are adequate to deal effectively with assessment discrimination
cases and state courts have in fact been widely utilized for that purpose. Second,
legislation of this kind is unnecessary 'because the tax departments of the several
states have made substantial progress in eliminating discriminatory assess-
ments not only on carrier property but on all types of property, and they are
continuing their programs to that end. Third, federal legislation of the type
contemplated would restrict the power of state legislatures, in a practical sense,
to classify property for assessment or taxation in order to carry out well-defined
state legislative policies—for example, incentives for better land use, to en-
courage the location of industry, for homestead tax relief and for old-age property
tax relief, to mention a few.
These points have been developed at some length in the statement submitted

on an earlier bill, H.R. 4972, before the full committee and, since that statement
appears in the printed record of the hearings on H.R. 4972, the comments that
follow here are devoted to an updating of earlier reports on state programs to
eliminate assessment discriminations, a review of the trend of railroad assess-
ments in the states using the centralized assessment approach and a discussion
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of the proposition that the remedial provisions of S. 2289 constitute an abrupt
departure from existing federal policy in respect to the use of injunctive proceed-
ings to challenge the validity of state and local taxes.

PROGRESS IN ELIMINATING DISCRIMINATION

In November 1968, the Committee on Railroad and Utility Valuation of the
Western States Association of Tax Administrators submitted its report on the
status of equalization programs in the eleven western states (exclusive of
Alaska and Hawaii). This report, a copy of which is attached, shows the assess-
ment ratios for railroad property and locally assessed property in the western
states over an eleven-year period from 1957 to 1967. The trend indicated in this
report is one of continuous improvement. The Western States Committee pointed
out that in some cases the railroad assessment ratio is decreasing and in others
the local assessment ratio is increasing, but in all states the two ratios are ap-
proaching equality. The Committee's assessment ratio table is supplemented by
one appendix describing the actions taken by the state tax agencies of the west-
ern states in the course of their efforts to correct assessment disparities and by
a second appendix describing the actions taken by state legislatures in the west-
ern states to improve assessment procedures and to achieve a higher degree of
equalization of property tax assessments.
Two additional significant developments might be mentioned here: the au-

thorization of funds in Idaho to conduct a broad reappraisal program and the
declaration by the California Board of Equalization in respect to its official policy
to continue to pursue equalized ratios between state-assessed and locally-assessed
property.
In other parts of the country, court action has resulted recently in mandates

to equalize property tax assessments in Alabama and Tennessee. In Kentucky,
the a ssessment equalization program has now become fully effective.
The findings of the Western States Association's Committee are borne out on a

national basis by the following data on trends in railroad assessments and new
investment by railroads:

Railroad property assessed by State agencies*

[Assessed value in millions]

Year:
1956   $6, 546
1961   5, 939
1966   5, 102

New investment in plant and equipment—Railroads*

[Amount in millions]
Year:

1956-60   $5, 300
1962-66   7,070

*Source: Railroad assessment data—Census of Governments, 1957, 1962, 1967, Taxable
Property Values, ,Table 2. Investment: Department of Commerce, Survey of Current Busi-
ness, July 1959, September 1961; 1963, 1964, 1966, June 1968, 1969.

These figures show that in the period between the 1957 Census of Governments
and the 1962 Census, assessments of railroad property by state agencies de-
clined $607 million while the railroads were investing $5,300 million in new plant
and equipment. In the next five years, between the 1962 Census of Governments
and the 1967 Census, assessments of railroad property by state agencies declined
another $837 million while the railroads made new investments in plant and
equipment in the amount of $7,070 million.

Obviously, these figures do not tell the whole story. In several states rail-
roads are subject to special taxes in lieu of ad valorem property taxes and in
others railroad property is assessed locally rather than by a state agency. The
assessed value figures shown in the table do not include these local assessments
nor do they include any values for the rail properties in the in-lieu states. The
figures on investment, on the other hand, represent the aggregate of new invest-
ments in railroad property in all the states. It must also be recognized that in the
periods compared, the railroads had substantial write-offs of earlier investment
through depreciation and retirements. Nevertheless, it is significant—in evalu-
ating the trend of assessments on railroad property—that the new investment
by railroads in plan and equipment ($7.070 million) in the latest intet-censal

44
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period was 40 percent higher than the total amount of railroad property assess-
ments in the last year of the inter-censal period in those states where railroad
property is state-assessed, that is, in about two-thirds of the states.

EXCESS TAXATION OF RAILROAD PROPERTY

The railroad industry has presented data showing the amount of alleged
excess taxes paid by virtue of the fact that railroad property is assessed at a
higher proportion of its true value than other property. The Western States
Committee, in the report referred to previously, has analyzed these figures and
concludes that these industry estimates of excess tax payments are substantially
overstated. This is so because the estimates of excess payments appear to have been
made by multiplying the alleged excess valuation by the applicable tax rate. But
this procedures will not give the correct answer. If a substantial amount of valu-
ation is removed from the assessment base of the taxing district, a new tax rate
would have to be computed to produce the amount of property tax revenue orig-
inally levied by the taxing district. This rate will be a higher rate than the one
computed previously and the result is a higher tax bill for that proportion of
the railroad property assumed to be correctly assessed.
Another point that needs to be taken into account in estimating excess tax

payments is the fact that some railroad property may be assessed locally. In that
case it would be assessed at the local ratio. As an example of how the figures
change when both these factors are considered, the Western States Committee
estimates that the amount of alleged excess tax payments by the railroads in
California is less than $5 million and not the $12.8 million cited in the railroad
exhibit. And, as noted earlier, the California State Board of Equalization is on
record officially to pursue equalized ratios for all property.
The matter of assessment levels cannot be considered apart from the basic

valuations put on properties of all kinds including railroad property. In the
discussions of this subject in previous hearings on identical or somewhat similar
bills, there are many references to the findings in the Doyle Report which are
derived from a study made in 1957. Concededly, the Special Study Group did not
make an independent appraisal of the validity of the data presented in this study.
However, the group did regard the data as confirming its own judgment that
state and local assessment procedures did in fact discriminate against railroad
property. In his letter of January 21, 1969, responding to the invitation of the
chairman of the Committee on Commerce, the Honorable Warren G. Magnuson,
to comment on the Doyle Report, Mr. D. M. Fisher raised several important ques-
tions about the estimating procedures used by the Special Study Group in arriving
at its conclusions.
One of these questions relates to the proportion of taxes chargeable to road and

track properties. The figure for the division of taxes between roadway and
equipment in Oregon was estimated at 54 percent by the Special Study Group. A
careful study of the data by the Oregon Tax Commission suggests that 75 percent
would be more accurate.
The Doyle Report states that the Class I railroads paid a tax of 9.3 percent on

the assessed value of roadway properties whereas other similarly taxed property
paid only 3 or 4 percent of assessed value. Mr. Fisher points out in his letter to
the chairman that this estimate confuses assessed values with the value of rail-
road land and land rights reported by the Interstate Commerce Commission. The
ICC values of land and land rights do not represent present values. Rather, they
are based on values at various appraisal dates extending back to the period
1910-1914. Moreover, the ICC values relate only to land parcels and easements
and do not include structures or improvements. If the amount of taxes paid is
compared with only a portion of the value of railroad property, naturally these
tax payments will appear to be very high when expressed as a percentage of such
partial values. However, as Mr. Fisher demonstrates, when the railroad tax
payments under study in the Doyle report are compared with the assessed value
of all railroad operating property, railroad taxes as a percentage of value are
quite comparable to the average rate of taxation on property generally. He con-
cludes, therefore, that the grave disparity referred to at pages 459-461 of the
Doyle Report does not in fact exist.

1 National Transportation Policy, preliminary draft of a report by the Special Study
Group on Transportation Policies in the United States, 87th Cong. 1st sess.
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THE INJUNCTIVE PROCESS IN TAX LITIGATION

The remedial provisions of S. 2289 represent a sharp departure from existing
policy which forbids the courts of the United States to entertain jurisdiction of
suits to enjoin, suspend or restrain the assessment or levy of a state tax where
a plain, speedy and efficient remedy may be had at law or in equity in the courts
of the state. This is the essence of section 1341 of the Judicial Code (Title 28
United States Code), which stems back to the passage of S. 1551 in 1937. In its
report on the bill,2 the Senate Judiciary Committee made reference to the fact
that it is common practice for the statutes of the various states to forbid actions
in state courts to enjoin the collection of state and local taxes and that these
statutes generally provide that taxpayers may contest their taxes only by suit
for refund after payment under protest. This type of state legislation makes it
possible for the states and their various agencies to survive while long-drawn-out
tax litigation is in progress. The Judiciary Committee then went on to say:

If those to whom the Federal courts are open may secure injunctive relief
against the collection of taxes, the highly unfair picture is presented of the
citizen of the State being required to pay first and then litigate, while those
privileged to sue in the Federal courts need only pay what they choose and
withhold the balance during the period of litigation.'

The situation which S. 1551 in the 75th Congress was intended to remedy was
described in the Committee report as follows:

•The existing practice of the Federal courts in entertaining tax-injunction
suits against State officers makes it possible for foreign corporations doing
business in such States to withhold from them and their governmental sub-
divisions, taxes in such vast amounts and for such long periods of time as to
seriously disrupt State and county finances. The pressing needs of these
States for this tax money is so great that in many instances they have been
compelled to compromise these suits, as a result of which substantial por-
tions of the tax have been lost to the States without a judicial examination
into the real merits of the controversy.4

This bill, which became the Act of August 21, 1937, the predecessor of the
present section 1341 of the Judicial Code, applied to suits by any foreign corpo-
ration and to any type of tax.

It is by no means suggested that the use of injunctive procedures by the carrier
industry, as provided in S. 2289, and even then only in respect to ad valorem
property taxes, would have potentially disruptive effects on state and local
finances of the magnitude described in the congressional committee report. In a
particular tax district, it is possible, of course, that a substantial amount of the
total property tax levy might be subject to restraint under the provisions of
S. 2289. In general, though, the impact would be much less than in the case where
all state taxes were vulnerable to suits for injunctions in the courts of the United
States. Nevertheless, the remedy authorized by S. 2289 is in derogation of the
principle underlying the present section 1341 of the Judicial Code. The fact that
the injunctive remedy would be available to a limited class of taxpayers and to a
single form of taxation does not change the principle.
It is important to recognize, as the Judiciary Committee report emphasized,

that the Act of August 21, 1937, the present section 1341, does not take away any
equitable right of the taxpayer or deprive him of his day in court. Jurisdiction
to enjoin in tax controversies is not withdrawn from the courts of the United
States except where there is a plain, speedy, and efficient remedy at law or in
equity in the courts of the state. If there is no adequate remedy in the state
courts, a full hearing and judicial determination of the controversy by the courts
of the United States is assured. That was the law when the Act of August 21,
1937 was passed by Congress and it is still the law. The effect of S. 2289 is to
allow a carrier taxpayer the option to litigate his tax controversy in the courts
of the United States through the injunctive process rather than through the pay
and sue process which other taxpayers must follow in state courts. Furthermore,
the bill gives a carrier taxpayer this option even though a speedy and efficient
remedy is available in the state courts.

S. 2289 also involves two legal questions which have been the subject of ex-
tended comment previously and a brief reference to them will suffice here. The
first one involves the asserted simplicity of the S. 2289 remedy for disposing of

2 S. Report No. 1035, 751h Congress, 1st Session.
3 S. Rep. No. 1035, pp. 1 2.
S. Rep. No. 1035, p. 2
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controversies about the assessment level. If a carrier's property were assessed
and taxed on a state-wide basis by reference to a single assessment and a single
tax rate, the assertion would be tenable. But if this were the case, the remedy
in the state court would be equally simplified.
In general, however, the issue in these controversies is the validity of the

assessment in each assessment district in which the carrier's property is subject
to taxation; and in such a proceeding all the factors bearing on the validity of
the assessment in that assessment district have to be taken into consideration.
The second question is whether the form of the remedy—an injunction against

the collection of tax on that portion of the assessment declared to be excessive—
really involves the courts of the United States in the assessment process. Since
tax assessment is not a judicial function, this presents a constitutional question.
The Department of Justice has raised this objection in its comments on S. 2289
and on similar bills introduced in previous Congresses.

THE ISSUE OF CLASSIFICATION

A major objection to S. 2289 is that in practice it would either inhibit or frus-
trate the use of the power to classify property for tax purposes in those states
where the legislature has the power to do so. Assuming for the moment that S.
2289 does not require carrier property to be assessed at the same percentage of its
value as the percentage used for some special purpose property, say the resi-
dence of a senior citizen, yet the question does arise if broader, general classifi-
cations are authorized under state law. One example is the classification of
owner-occupied residential property at, say, 40 percent of true value and all other
property (including carrier property), at, say, 60 percent of true value. Another
example is a classification based on business versus nonbusiness use. Another
classification system might put regulated public utility property in one cate-
gory and all other business property in a different category for assessment pur-
poses. This is not to argue the merits of classification over uniformity as the basis
for the taxation of property. That question is one that must be decided by refer-
ence to state constitutional provisions and legislative choice. The issue here is
whether Congress should in effect declare that carrier property cannot be included
along with comparable property in an otherwise valid classification for assess-
ment or taxation made pursuant to the constitution and statutes of a state.

THE STANDARDS IN THE BILL

It has been suggested on several occasions that the language of the bill which
defines a prohibited discrimination is ambiguous and that it is open to interpre-
tations that are sharply at variance with the intent of the bill as described by its
proponents. To meet this objection the report of the Senate Committee on Com-
merce on S. 2289 includes an appendix B which explains how the provisions
of the bill are to be interpreted and how the fact and extent of discrimination
are to be established. But these comments are sharply at variance with the lan-
guage of the bill as amended from the floor during passage. As passed, the bill
plainly states that "all other property" means all real and personal property
except agricultural and timber lands.

Explanatory comments are in no sense a substitute for precise draftsmanship
in the first instance. If the bill means what Appendix B says it means, why not
say it in the bill?
For example, if the intended standard of comparison is the general average

assessment ratio, the language of the bill might refer to—
, . . the assessment . . . of transportation property . . . on the basis of

an assessment ratio which is higher than the general average assessment
ratio prevailing in the assessment district for property subject to a property
tax levy. . . .

or preferably—
. . . on the basis of an assessment ratio which is higher than the general

average assessment ratio prevailing in the assessment district for comparable
property subject to a property tax levy. . . .

The second alternative insures that where carrier property is included along
with other types of business property in a separate classification for assessment
purposes, the standard of comparison will be the assesment ratio prevailing in
the asessment for business property.
The references to tax rates may be similarly clarified by stating the standard

as follows:
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. . . at a tax rate higher than the tax rate generally applicable to taxable
property in the taxing district . . .

or, again preferably,
. . . at a tax rate higher than the generally applicable tax rate for com-

parable property in the taxing district.
The second alternative would serve the same purpose as that described above

in respect to the prevailing assessment ratio applicable to comparable property.
More precision in the statement of the standards could be achieved by de-

fining the general average assessment ratio as the ratio between the aggregates of
the assessed values and the true market value of taxable property and by fur-
ther providing that where a state tax agency periodically determines and pro-
mulgates general average assessment ratios for the several assessment districts of
the state, those determinations shall be prima facie evidence of the prevailing
general average assessment ratio in the respective assessment districts.

It is, in fact, this type of general average assessment ratio which has been
accepted by state courts to establish proof of discrimination in cases where the
taxpayer claims his property is assessed at a higher percentage of its value than
other property. The procedures used in the determination of such an average
assessment ratio are generally recognized and accepted by taxpayers and tax
departments alike.
These comments on the drafting problem are not in any sense intended as a

waiver of the objections to the bill based on principle and practical grounds.
They are submitted with the thought that they will serve to clarify the objective
of the bill and to put the basic issues in sharper focus before the Subcommittee.
The state tax agencies which join in the presentation of this statement are:
Alabama: Department of Revenue.
Arkansas: Assessment Coordination Department, Public Service Commission.
California: State Board of Equalization.
Florida: Department of Revenue.
Georgia: Department of Revenue.
Idaho: State Tax Commission.
Illinois: Department of Revenue.
Indiana: State Board of Tax Commissioners.
Kentucky: Department of Revenue.
Maryland: State Department of Assessments and Taxation.
Michigan: State Tax Commission.
Mississippi: State Tax Commission.
Missouri: State Tax Commission.
Montana: Board of Equalization.
Nebraska: Tax Commissioner.
North Carolina: State Board of Assessment.
North Dakota: Office of State Tax Commissioner.
Ohio: Department of Taxation.
Oregon: Oregon State Department of Revenue.
South Carolina: South Carolina Tax Commission.
South Dakota: Department of Revenue.
Tennessee: Tennessee Public Service Commission.
Utah: State Tax Commission.
Virginia: State Corporation Commission.
West Virginia: State Tax Department of West Virginia.
Wisconsin: Department of Revenue.
Wyoming: State Board of Equalization and State Tax Commission.

RESOLUTION UNANIMOUSLY ADOPTED AT THE 19TH ANNUAL CONFERENCE OF THE
SOUTHEASTERN ASSOCIATION OF TAX ADMINISTRATORS, NEw ORLEANS, JULY 20-23,
1969

Whereas, legislation has been introduced into the United States Congress ( S.
2289) which deals with the assessment of transportation property of common
carriers, and more particularly the ratio of assessments of such property to the
true market value of the property as compared to other property, and the tax
rate applied to such properties as compaed to the tax rates of other properties,
and

6
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Whereas, the several states have taken, and are taking, effective steps towards
the equalization of property tax assessments of common carriers and other types
of property; and
Whereas, the Southeastern Association of Tax Administrators has carefully

reviewed these bills and is concerned with these proposals and their impact
upon state and local administration of property taxes, and has concluded that
such proposals, if enacted, would seriously jeopardize state and local authority
to resolve tax problems at the local level, and state and local authority to classify
property within the state, now, therefore, be it
Resoved, that the Southeastern Association of Tax Administrators at its 19th

annual meeting in New Orleans, Louisiana, held July 20-23, 1969, does hereby
adopt a policy in opposition to the federal legislation typified by S. 2289 and
encouraging the states to take positive steps toward administrative and legis-
lative solution to any existing problems in this area; and, be it further
Resolved, that the Secretary of this Association be directed to inform all

congressional committees considering such legislation and congressional dele-
gations of the respective states of the Southeastern Association of Tax Admin-
istrators of the position of this association and ask them to take action against
this legislation.

RESOLUTION 1711-UNANIMOUSLY ADOPTED AT THE 17TH ANNUAL CONFERENCE OF

THE WESTERN STATES ASSOCIATION OF TAX ADMINISTRATORS, PHOENIX, ARIZ.,

NOVEMBER 12-15, 1968

Whereas, the Association inStructed its Committee on Railroad and Utility
Valuation in September 1967 in Resolution VI to study the problem and issues
embraced by, Senate Bill 927 of the 90th Congress, and
Whereas, he said Committee has made such a study and has subsequently is-

sued a report thereon, and
Whereas, the Executive Committee has approved said report;
Now, therefore, be it resolved, that the Western States Association of Tax Ad-

ministrators at its closing session on November 15, 1968 adopt said report as the
opinion of this Association and that the secretary forward copies of the Report
and this Resolution to members of the Senate Commerce Committee of the 91st
Congress, and to the Senators of the fourteen western states.

RESOLUTION 9-UNANIMOUSLY ADOPTED AT THE 35TH ANNUAL MEETING OF THE

NATIONAL ASSOCIATION OF TAX ADMINISTRATORS, SAN FRANCISCO, CALIF., JUNE

11-15, 1967

Whereas, legislation has been introduced into the United States Congress (H.R.
7205 and H.R. 431) which deals with the assessment of transportation property
of common carriers, and more particularly the ratio of assessments of such prop-
erty to the true market value of the property as compared to other property, and
the tax rate applied to such properties as compared to the tax rates of other
properies, and

Whereas, the several states have taken, and are taking, effective steps towards
the equalization of property tax assessment of common carriers and other types
of property; and

Whereas, the National Association of Tax Administrators has carefully re-
viewed these bills and is concerned with these proposals and their impact upon
state and local administration of property taxes, and has concluded that such
proposals, if enacted, would seriously jeopardize state and local authority to
resolve tax problems at the local level, and state and local authority to classify
property within the state, now, therefore, be it
Resolved, that the National Association of Tax Administrators at its 'thirty-

fifth annual meeting in San Francisco, California, held June 11-15, 1967, does
hereby adopt a policy in opposition to the federal 'legislation typified by H.R.
7205 and H.R. 431 and encouraging the states to take positive steps toward ad-
ministrative and legislative solution to any existing problems in this 'area; and,
be it further
Resolved, that the Executive Secretary of this Association be directed to

inform all Congressional committees considering such legislation of the position
of this Association.
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OREGON STATE TAX COMMISSION,
Salem, Oreg., January 21, 1969.

Hon. WARREN G. MAGNUSON,
Chairman, Committee on Interstate and Foreign Commerce,
U.S. Senate, Washington, D.C.
DEAR SENATOR MAGNUSON : Mr. Stanton P. Sender's letter of December 19,

1968 invited inquiry and comment about the contents of the Doyle Report. The
questions to be posed are intended to clarify the facts and not to debate the judg-
ment of the Report.

TAXES CHARGEABLE TO ROAD AND TRACK PROPERTIES

In the bold type on page 459 and on pages 460 and 461 of the 'printed Report
there is discussed the ad valorem tax attributed to roadway and track structures.
Request is made for the formula used in making the segregation of taxes applica-
ble to each roadway property and equipment where the unit value made by the
assessing agency is not divided between roadway properties and equipment. My
only first hand experience involves the taxes in Oregon and it is not possible
from records in this 'Commission's files 'to 'approximate 'the same 'division that is
shown in the table on page 461. If the formula were known or explained, pos-
sibly the resulting division could be accepted as being reasonable. The table on
page 461 indicates in Oregon about 54% of the total tax is attributable to road-
way and our method suggests about 75%.

PROPERTY TAXES AS A PERCENT OF ASSESSED VALUES

Assuming, but not conceding, that 'the $182,698,670 (page 461) are the taxes
paid on roadway and track properties, it is absolutely wrong (as I understand
the data) to compare such taxes with $1,959,387,000 which is the ICC present
value of land and land rights only and which is not the assessed value of 'roadway
properties. First, such ICC value is for land parcels and easements only and
does not include any structures or improvements. To say that the railroads pay
property taxes 'at a rate of 9.3% of assessed value (page 461) is wrong. Secondly,
ICC present value 'of land and land rights are based on varying appraisal dates
ranging from 1910-14 'and 1917 in some cases to dates in the 1920's, 1930's and
1940's. They are called present value by ICC but in fact they 'are not so. Thirdly,
if a rate of taxation is being sought, the taxes paid should be related to the
assessed values found by the assessing agency and not some ICC value 'alleged
to be present value.

Experience in Oregon, and I am sure it is so in many other states, is that
because railroads have much property in rural areas their average tax rate is
lower than the average of general property, not three times the normal maximum
rate as is stated on page 461 of the Report. In some states of the Eastern U.S.,
the railroads may be located more in urban areas than in rural areas and hence
might have a tax rate approaching the 'average local tax rate. It is inconceivable
though that a railroad could pay much above the 'average rate unless ,substan-
tially all its properties were in urban tax areas.

Statistics out ,of 'the 1957 Bureau of Census Report show that all property
was valued at 272 billion dollars and had a tax levy of 12.86 billion dollars which
results in a 4.74% average tax rate. Now using the 6.5 billion dollars in that
same report as state assessed railroad value (and the schedule concedes that not
all railroad property is included in this figure because some is assessed locally)
and a tax levy of 348 million 'dollars (including levies on both centrally and
locally assessed railroad property) shown on page 461 of the Doyle Report, there
results an average tax rate of '5.35%. The total railroad value would need be
only 7.3 billion dollars to 'produce a 4.74% average tax rate, using 348 million
dollars as the tax levy. Or, if only the taxes for those states which have values
Included in the Bureau of Census 'Report's 6.5 billion dollars of railroad value
are used, then the tax rate is 297.5 million divided by 6.5 billion or 4.6%. The
point seems clear that the average rate .of taxation on railroads is comparable
to the average rate of taxation on all property and the grave disparity pur-
portedly documented on pages 459, 460 and 461 does not in fact exist.

RAILROAD VALUES VS. ICC ELEMENTS OF VALUE

Railroad values have been subject to continual litigation within the States for
many years. Some courts have reduced railroad values and the mere frequency
of litigation 'has brought the attention of many States to the need for realistic
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valuations. Maybe it is futile to attempt to make a naionwide analysis of railroad
assessments because of peculiarities of state tax structures but it is believed that
(at least in the West) the railroad valuations are quite realistic. The tone on
pages 460 and 480 implies that railroad values are not fair. Assuming that the
railroads in 1956-57 had an assessed value of 6.5 to 7.5 billion dollars and assum-
ing the average assessment level on a national basis was 40% (somewhere in
the statutory range of 25% to 50%), then he full or true casth value would
approximate 7÷.40 or 18 billion dollars. Comparison of this $18 billion figure
with data of the 1956 ICC Elements of Value, as shown below, strongly suggests
that assessing agencies have given substantial consideration to the adverse earn-
ings position of the railroads in developing their valuations.

ICC ELEMENTS OF VALUE, 1956-CLASS I RAILROADS

Reproduction cost Reproduction cost
new depreciated Original cost new

Road $42, 061, 806, 000 $28,526,104,000 $18,407,970,380
Equipment 16, 297, 447, 000 9,358,765,000 11,487,744,130
Land values 1,983,497,511 1,983,497,511 1,983,497,511

Total 60, 342,750, 511 39,868,366,511 31,879,212,021

Though the Doyle Report is voluminous, covers many aspects of the nation's
transportation and obviously is the result of much labor, it is unfortunate that a
report whose very "focus" (page 480) was on land and right-of-way values
should have erred so badly in depicting assessed values, ICC present values,
taxes and their interrelationship. The Report of course is documented and
widely circulated so it is impossible to correct errors in it. In any event, I would
be very interested in learning if my observations made herein are accurate.
If they are not, an explanation would be especially appreciated. If discrepancies
do exist in the Report, then hopefully all members of the Senate Commerce
Committee will be so advised.

IMPROVEMENT IN VALUATION AND EQUALIZATION SINCE 1957

Mindful that these comparisons of assessed values to ICC Elements of Value
are for the 1956-57 era, it must be remembered that since then New York enacted
its Railroad Tax Relief Act in 1959, railroads have been successful in Illinois
litigations involving both valuation and equalization, California has moved a
considerable way toward equalization of railroad property values with local
property values, and Idaho has enacted legislation to accomplish equalization in
about seven years. There are no doubt other examples of substantial corrective
actions accomplished since 1957, making in 1968 an even more favorable compari-
son of assessed or true cash values with ICC values.

PERSONAL COMMENTS ON PRESENT DAY SITUATION

Mr. Sender indicated that the Committee would be interested in my views
on the present day situation. The Western States Association of Tax Administra-
tors report on S. 927 which is surely in your hands by now reflects my views
on the present situation. (My interest in and exposure to S. 927 are the result
of serving as the Chairman of the Committee on Railroad and Utility Valua-
tion of Western States Association of Tax Administrators which Committee did
draft the S. 927 report.) Probably the most disturbing aspect of S. 927 is the
"Intrusion" of the federal government into an already crowded field of adminis-
tration in property taxation. Hopefully, the states can get their houses in order
through state action in the areas of legislation, court cases and education thus
obviating the need for a law such as S. 927. Everyone will concede that much
progress toward equalization has been made in the past decade and very possibly
the railroads can continue to tolerate some isolated inequities and consider the
picture of taxation of railroads on an industry-wide basis. Secondly, the pro-
vision in S. 927 of equalization by taxing districts though possibly necessary in
certain states would require severe and burdensome additions to administrative
detail work in Oregon and many, many other states where the county is the
assessing jurisdiction. In Oregon, it is recognized that the equalization program
Is in good shape and we would not fear attack under S. 927. Notwithstanding,
S. 927 would require that equalization for those certain carriers would have
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to be instituted for each individual taxing district within the county rather
than equalization across the county as a whole.
This would be most burdensome and it is not believed that the railroads or

the Senate Commerce Committee members appreciate the additional work that
would be involved, even for a state that supposedly and admittedly now has
equalization between carrier property and local property. Thirdly, on an industry-
wide basis, it is felt that the railroads have experienced quite fair treatment on
a valuation basis when full or true cash values are compared with reproduction
cost less depreciation or original cost less depreciation. Railroad values should
reflect an adverse earnings position and the values generally do. But valuation,
especially in railroads, is not an exact science. A true answer to valuation some-
times defies solution. So all things become relative. The thing that lurks in the
background (and this has been openly discussed with several important rail-
road men) is that if S. 927 is enacted there is a genuine possibility that state
legislatures will move railroads out of the property tax field and use alternative
methods of taxation such as a gross revenue tax. The end result then can very
realistically be more burdensome on carriers than the present less than perfect
property tax system.
Last but not least, my personal opinion is that discrimination in valuation and

equalization of certain carriers does exist in certain places. I do not believe
that it is right. As stated earlier, genuine improvement has been made in many
states and further improvement is to be expected. It is recognized that the
Congress has a duty to protect interstate commerce. However, it is firmly be-
lieved that the requirements in S. 927 are too severe and in the long run would
be a disservice to industry and the public.
This letter has been quite long, but I appreciate the opportunity to write to

you and your kind invitation to express my views.
Very truly yours,

D. M. FISHER,
Assistant Director, Property Tax Division.

U.S. SENATE,
COMMITTEE ON COMMERCE,

Washington, D.C., December 19, 1968.
Mr. D. M. FISHER,
Assistant Director, Property Tax Division, Oregon State Taw Commission,

Salem, Oreg.
DEAR MR. FISHER: Senator Warren G. Magnuson, Chairman of the Senate

Commerce Committee, asked me to reply to your recent letter concerning the
Doyle Report and the data therein on railroad taxation.
The January 1961 draft report is the final report of that special group. As

explained in the forward to the report, the special group's views were not adopted
by the Senate Commerce Committee, but instead, were circulated for the views
of interested groups.
The Doyle Report was an ad hoc committee which has been disbanded.

Major General Doyle who headed the study is on the faculty at Texas A & M.
Rather than updating the statistics, it would seem preferable for you to bring
this in formation directly to the attention of the Chairman and the other members
of the Senate Commerce Committee. The Commerce Committee members would,
of course, be interested in having your views on the present day situation. Hear-
ings were held on this subject in the last Congress, and I am enclosing a copy
for your information.

Sincerely yours,
STANTON P. SENDER,
Transportation Counsel.

REPORT OF THE WSATA COMMITTEE ON RAILROAD AND UTILITY VALUATIONS ON
S. 927, NOVEMBER 9, 1968

INTRODUCTION

The following Resolution was adopted unamimously at the annual meeting of
the Western States Association of Tax Administrators in Salt Lake City Septem-
ber 8. 1967:



105

"RESOLUTION VI

"Whereas, Senate Bill 927 is presently being considered by the United States
Congress which deals with the assessment of transportation property of common
carriers, and more particularly the ratio of assessments of such property to the
true market value of the property as compared to other property, and the tax
rate applied to such properties as compared to the tax rates of other properties;
and
"Whereas, the several states have taken, and are taking effective legislative

and judicial steps towards the equalization of property tax assessments of com-
mon carriers and other types of property; and
"Whereas, the Western States Association of Tax Administrators has a special

Committee on Railroad and Utility Valuation studying and investigating solu-
tions to the problem in this field of taxation and this Committee, after diligent
study, has presented to the Association Part I of its recommendations for action
by the several states; and
"Whereas, the Western States Association of Tax Administrators is con-

cerned with the impact of Senate Bill 927 upon state and local administration of
property taxes, and has concluded that such proposals, if enacted, would seriously
jeopardize state and local authority to resolve tax problems at the local level,
and state and local authority to classify property within the state.
"Now, therefore, be it resolved, that the Western States Association of Tax

Administrators at its Sixteenth Annual Conference in Salt Lake City, Utah held
September 5-8, 1967, does hereby adopt a policy in opposition to the Federal
legislation typified by Senate Bill 927 and encourages the states individually and
cooperatively to take positive steps toward administrative and legislative solu-
tion of any existing problem in this area as recommended by studies of the Com-
mittee on Railroad and Utility Valuation of the Association and directs this
standing committee to expand its studies to include the problems and issues
covered by this bill.
"Be it further resolved, that the Secretary of this Association be directed to

send copies of this resolution to United States Senators, Warren Magnusson of
Washington and Frank Lausche, of Ohio, and to the members of the Senate Com-
merce Committee, accompanied by copies of the report from the Committee on
Railroad and Utility Valuation."
Pursuant to this Resolution the WSATA1 Committee on Railroad and Utility

Valuation makes this report covering the following subjects pertinent to legisla-
tion proposed in S. 927:

1. Past progress and present status of equalization between the assessed
value of transportation property of certain common carriers and the assessed
value of locally assessed property in the Western States.
2. An evaluation of the effectiveness of state courts in equalizing assess-

ment ratios between certain transportation property and locally assessed
property.

3. Some examples of the untenable impact of S. 927 on the states' property
tax laws.

4. Some legal inequities embodied in S. 927.
5. An evaluation of the alleged excess taxation of railroads.
6. Past and future programs by the NATA 2 and WSATA to promote

validity and uniformity in the assessment of certain transportation property.•
If time and financial support were available much more research could be done

on a nation-wide basis to document the allegations both for and against S. 927.
The Committee presents this report because it believes that time is of the es-
sence and that sufficient evidence has been assembled to raise serious questions
concerning the validity of the assumptions underlying S. 927.

1. PROGRESS AND PRESENT STATUS OF EQUALIZATION PROGRAMS IN THE WESTERN
STATES

It must be recognized that before any court or the Congress can conclude that
a lack of equalization exists between property tax valuations of certain common
carrier property and so-called locally assessed property (common property), an
analysis must be made as to what in fact are the appraised (true market) values
of these two types of property. Though this would be a Herculean task for any

1 Western States Association of Tax Administrators.
2 National Association of Tax Administrators.
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court or committee, it is an essential prerequisite to drawing a valid conclusion
as to whether a disparity does in fact exist.
The Committee has gathered certain data from the Western States (Alaska

and Hawaii excluded). It is intended to portray the status and progress of
equalization programs in the Western States and to refute to some degree state-
ments and implications that have been made in behalf of S. 927.
Table I shows the assessment ratios used by the several Western States

during recent years. The trend is obviously toward one of improvement. In
some cases, the railroad assessment ratio is decreasing; in others, the local
assessment ratio is increasing, but in all states the ratios are approaching
equality.

Appendix A briefly indicates action taken by tax administrations ( State Tax
Commissions or State Boards of Equalization) in their efforts to correct
disparities.
Appendix B briefly indicates action taken by State Legislatures to achieve

equalization. Incidentally, in 1956 Colorado amended its Constitution empower-
ing the Legislature to exempt household furniture and personal effects that were
nonrevenue producing.

2. STATE COURT ACTIONS TO EQUALIZE ASSESSMENTS

Litigation has taken place in the following state court cases of recent date
indicating quite strongly that the state judicial process when utilized will grant
relief if it is justified:
(1) In Chicago & North Western Ry. Co. v. State Board of Equalization and

Assessment, 101 NW 2d 873 (1960) , the Nebraska Supreme Court held that
the assessment of railroad property at 471/2 percent of true cash value, when
all other tangible property in the state was assessed at 35 percent of true cash
value, was arbitrary and discriminatory, and the court granted relief to the
taxpayer.
(2) In Union Pacific RR Co. v. State Board of Equalization and Assessment

101 NW 2d 892 ( Nebr., 1960) , under the same facts as those of Chicago & North
Western By. Co., the Nebraska Supreme Court held that the assessment of rail-
road property at a higher ratio than all other tangible property in the state
was arbitrary and discriminatory and that the plaintiff railroad was entitled

to relief.
(3) In Union Pacific RR Co. v. State Taw Commission, 232 Or. 521, 376 P 2d

80 (1962 ) , the Oregon Supreme Court held that utility and railroad property
could not be assessed at 117% of true cash value while other property is

assessed at 100%.
(4) In Southern Pacific Co. v. Cochise County, 92 Ariz. 395, 377 P 2d 770

(1963), the Arizona Supreme Court held that railroad property could not be
assessed at a higher rate than other property.
(5) In Addington v. Board of County Commissioners, 382 P2d 315 (Kansas,

1963), is was held that a rate of assessment fixed by the county clerk at more

than 30 percent of true cash value of plaintiff's grain elevator, as compared

to a ratio of 12 percent for other property in the county subject to the same levy,

was so arbitrary, oppressive and grossly discriminatory that it destroyed equality

and uniformity, and the taxpayer was entitled to relief.
( 6) In Idaho Telephone Co. v. Baird et al., 423 P2d 337 (Idaho, 1967) the

Idaho Supreme Court held that a statute purporting to classify operating

property (power lines, tracks, pipelines( etc.) for the purpose of imposing a

higher ratio for ad valorem assessment was unconstitutional.
(7) In Louisville and Nashville RR Co. v. Public Service Commission and

State Board of Equalization, 389 F2d 247 (1968) , the 6th Circuit held that a

systematic, intentional and long-standing policy of assessing railroad property

within a state at a much higher percentage of actual cash value than the local

assessors' cash value violated the uniformity clause of the Tennessee consti-

tution, and constituted a denial of equal protection under the Fourteenth

Amendment.
( 8) In Civil Case No. 31,340, the Utah Fourth District Court in 1968 held that

the State Tax Commission has the power to adjust, equalize and reassess

property for tax purposes within countries and throughout the state. It denies

county boards of equalization the power to change such reassessments. This

decision will enable the Tax Commission to proceed with its equalization pro-

gram which will, when concluded, equalize railroad assessments with the

assessments of locally assessed property. This decision also reaffirms the neces-

sity for equalization in Utah Constitution and Statutes.

V.,••
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S. EXAMPLES OF THE UNTENABLE IMPACT OF S. 927 ON STATE PROPERTY TAX LAWS.
Basic to the whole problem, possibly, is the question of whether the states

have a right to classify property as to different shares of the cost government
that different classes of property may legally be required to carry. Extreme
examples are the exemption of certain properties from taxation. These exemp-
tions may be for social, economic, or administrative reasons and include examples
such as: senior citizen homesteads; disabled veterans' residences; ships under
construction; manufacturing plants under construction; industrial plants; per-
sonal property; certain forest lands; cooperative water systems; deciduous
trees; personal property in transit; goods in process of manufacture; literary,
charitable and religious organization properties, etc. Less extreme examples
include licensing fees in lieu of property taxation and include examples such
as motor vehicles, trailers, aircraft and watercraft. (A very substantial pro-
portion of these examples are acting as common carriers.) Still other deviations
from pure property taxation are "in lieu taxes" measures by a fixed percent
of the gross earnings or gross rent earned in the state. Examples include pri-
vate railroad cars, electric cooperatives, certain rural telephone properties,
public utility districts and even common carrier railroads. Taxes "in lieu" of
property taxes have frequently been enacted because equitable assessment within
the confines of the property tax was deemed administratively impossible for
special purpose, peculiarly situated properties.
And, finally, there exist just plain variable ratios for different classes of

property when it is permitted within the Constitution and laws of the state.
So, it would pose problems, no end, if a law such as S. 927 were passed. How

far would it reach? How disruptive would it be in the whole scheme of taxation
in the individual state? This may be purely a legal question, but such a law
as S. 927 would create terrific economic, fiscal, and property tax administrative
problems in probably every state in the Nation.

4. LEGAL INEQUITIES IN S. 927
Another aspect of S. 927 which would be very difficult to accommodate is

the injunctive process whereby tax collections would be arrested or halted for
the alleged excess taxation if litigation is in process. In many western states
railroad values amount to at least of the total value in numerous taxing
districts. If such a substantial portion of the taxes levied were subject to
Injunction and thus impounded, a severe burden would be placed on local govern-
ment finances. For local taxing districts to be denied operating funds pending
a court decision would be a serious disruption of orderly government. Many
states require payment of the tax levied and provide for adjustment of taxes
after the litigation is completed in the state court. In this way government
continues to operate without undue financial burdens. Also, this procedure tends
to equalize the bargaining position between large taxpayers and local
government.
If S. 927 were enacted, a natural question arises as to why common carrier

property, such as railroads, should be given avenues of recourse different than
those available to other property. The theoretical reply is that the Congress
is attempting to protect interstate commerce. Actually, interstate commerce
already has protection in state courts which makes unnecessary recourse to
initial Federal court action.

5. AN EVALUATION OF THE ALLEGED EXCESS TAXATION OF RAILROADS
The Association's attention is invited to certain statistics that have been pub-

lished by advocates of S. 927. The statistics are believed to have come from the
Association of American Railroads and appear in the Doyle Report at page 487
and in later presentations to Committees of the Congress. The alleged correct
property taxes to be paid by the railroads is patently wrong if it is developed
(as it appears to be) by multiplying the actual taxes paid by a simple proportion
of the relation of local property assessed value ratio to the railroad property
assessed value ratio. (The excess alleged is then stated to be the difference
between the amount actually paid and the amount computed using the reduced
ratio of assessed value.) The amount of excess tax claimed is the absolute
maximum that could possibly exist Actually, to calculate accurately the excess
taxation, a new valuation base would have to be computed for each taxing dis-
trict and then a new tax rate would have to be computed. The new tax rate which

4
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would obviously be higher (if railroad values were reduced) must be applied

against the new railroad values to estimate the new railroad tax. It is a tremen-

dous task to recompute the new railroad tax; however, this Committee is of the

opinion that the alleged excess property taxes are substantially overstated.

This opinion is supported by 1965 data submitted by the Railroad Association

that in California the tax relief would have been $12,852,045 if a ratio of 22%

had been used instead of 40%. Mr. H. I. Flournoy, Controller of the State of
California, submitted a schedule showing that the 1965 tax relief would have

been $9,025,819 in California if the ratio had been 25% instead of 40%. There

must be a more careful analysis of excess tax dollars because tax rates change

when the valuation base is changed. This example strongly suggests that 70%

of the alleged excesses is more realistic. Also, in California much railroad prop-

erty is assessed at the local property ratio and is not included in the unitary

(operating property) value against which is applied a higher assessment ratio

pending completion of the orderly equalization now underway. According to

information from the California State Board of Equalization, when only the

unitary value of railroads (which has the higher ratio applied to it) is con-

sidered, the excess tax allegedly paid by railroads in the 1965 period is less than

$5 million and is neither the $12.8 million alleged by the Railroad Association
nor the $9 million as stated by Mr. Flournoy.
Further, any property tax savings would show as additional income on the

federal and state income tax returns. For example, if the railroads Actually

were given a $50,000,000 property tax relief and if the average effective income

tax rate (federal and state) was 40%, then $20,000,000 would be paid as income

tax and only $30,000,000 is the net savings to the railroad. This is not to beg the

issue, but rather to point out that not all the savings would inure to the rail-

roads, as the allegations imply. When the net tax savings are ultimately spread

over the entire railroad industry and when it is recognized that market valua-

tions are not an exact science (with railroad properties probably being one of
the most difficult to value and having probably the least reliable indicators of

value to make a judgment of value), it is the Committee's opinion that the

possible disparity of tax burden carried by the railroads as alleged is exagger-

ated to a substantial degree. A disparity may exist in some of the 48 states but,

in the overall picture of the railroad industry, the magnitude of excess taxation

is not sufficient to warrant enactment of such drastic legislation as is contem-

plated in S. 927.
Actually, within the framework of common carrier traffic alone, with which

the Congress is concerned because much of it is in interstate commerce, there

now exists a disparity of taxation between and among types of carriers and

between and among states that should be a greater concern to the Congress than

just the equalization of railroad property with so-called local property. For

example, some states tax interstate water transportation properties and other

states do not. And even in states where interstate water transportation property

is taxed, it is done so at variable rates. In the case of commercial airline trans-

portation properties, some states tax such properties and some states exclude

such properties from taxation.
In the case of railroad properties, some states exempt them, others exempt

their personal properties, others tax them on a gross revenue basis and some on

an valorem basis. In the case of privately owned railroad cars (as distinguished

from carrier-owned cars), some states exempt the cars, some tax them on vary-
ing percents of car rental earned in the state and some tax them on an ad valorem

basis. Again, not to beg the issue, the states have substantial issues of assess-

ment and taxation that would have a greater effect on railroad taxation in
general than just the equalization of railroad values with local values. So, in
effect, the railroad industry's plea, though having some merit in certain states,
is not considered by the Committee to be of the highest priority in local tax
administration. Examples of high priority items in local tax administration
include but are not limited to: (a) taxation of more of those properties in the
states that enjoy exemption (Federal, state, other government subdivisions) ;
(b) contributions by exempt bodies to the cost of government; (c) compliance
with local budget laws; (d) accurate and realistic local budgets; (e) funds to
properly administer local tax laws; (f) lack of competent appraisal personnel;
(g) preferential tax treatment for certain classes of property; (h) accurate
reporting of personal property where taxable; and (1) proper appraisal methods
and technique. These are some aspects of taxation that are receiving attention.
The states are best equipped to resolve all of these inter-related taxation

4 6-768 70 8
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problems, just one of which is the equalization of railroad values with other
property values. Social and economic conditions vary from state to state and
it is this Committee's opinion that these problems should be resolved by the
States rather than imposing a federal law in the property tax field indiscrimi-
nately upon all the states. Further, this committee has grave doubts about thewisdom of the Federal government's movement into the property tax field, theonly revenue source left exclusively to the states and local governments. Follow-ing the usual sequence of events, implementation of S. 927 would result infederal action in all facets of the property tax field.

6. EFFORTS OF NATA AND WSATA TO PROMOTE VALIDITY AND UNIFORMITY IN
TRANSPORTATION PROPERTY ASSESSMENTS

Finally, the Congress should have their attention invited to the continuingefforts made toward uniformity of assessments of railroad and utility propertiesthrough the technical committees of tax associations. Publications that sum-marize the studies and deliberations of these committees include:
(1) 1945 National Association of Tax Administrators Report on Taxationof Airlines.
(2) 1949 National Association of Tax Administrators Report on Allocationof Railroads.
(3) 1954 National Association of Tax Administrators Report on UnitValuation.
(4) 1960 Western States Association of Tax Administrators Report onAllocation of Utilities and Airlines.
(5) 1967 Western States Association of Tax Administrators Report (PartI) on Railroad and Utility Valuation.

These are not the only reports that have been made by tax associations, butthey are listed to illustrate that the states through their Association are dili-gently and continuously improving the valuation and allocation of the far-flungproperties such as air, water and rail transportation and utilities. Progress inraising the standards of assessment and taxation of these properties has beenquite substantial and there is every reason to expect this pattern to continuewithout any imposition of federal legislation such as is contemplated in S. 927.For example, the WSATA has directed its Committee on Railroad and UtilityValuation to pursue a continuing program of developing and promoting improvedand more uniform valuation and allocation procedures through collaborationamong the states' technical personnel. The Committee has firm plans to pursuesuch a program.
SUMMARY

In summary, it is the Committee's opinion that the states through their legis-lative, executive and judicial processes are taking progressively corrective meas-ures to bring about equalization between assessments of common carrier properties( such as railroads) and locally assessed properties. For this reason, legislationsuch as S. 927 is not needed.
To implement a legislative act that would require immediate and exactingequalization would impose a severe shift in taxation that would be severelydetrimental to orderly government operations. Many relatively small local taxingdistricts would have such a substantial reduction of their valuation base thatthey would be in a serious economic plight.
Also, the requirement of equalization within each taxing district would imposea very large and near impossible task in those states where the county, forexample, is the basic assessment district and the individual subdivisions of govern-ment are the taxing districts.
Committee membership as of the date of this report includes:

V. L. Nielsen, Jr., Arizona
Richard Nevins, California
A. A. Hall, Colorado
Harold Johnson, Vice-Chairman,
Howard H. Lord, Montana

James J. Noel, Nevada
D. M. Fisher, Chairman, Oregon
M. H. Kerr, Secretary, Utah

Idaho Clyde Rose, Washington
Earl A. McKay, Wyoming

APPENDIX A

California—The State Board of Equalization began action in 1959 to bring aboutequalization of assessment ratios between "railroads and utilities" and "localproperty."
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Colorado—The Tax Commission has lowered railroad assessment ratio consist-

ently toward uniformity with local property.
Idaho—The Tax Commission has implemented an annual uniform adjustment

of assessment ratios to insure that all property be assessed at 20% of full

cash value by January 1, 1977.
Montana—The State Board of Equalization has lowered railroad assessment

ratios and raised the assessment ratio on locally assesed property in the imple-

mentation of the statewide reclassification and reappraisal program enacted by

the Montana Legislature in 1957. These programs have improved the equality

between railroads and locally assessed property.
Nevada—The Tax Commission has assisted counties in reappraising local prop-

erty and in 1967 the State Board of Equalization ordered new values of local

property placed on the rolls when county officials refused to accept the new

values.
Oregon—The Tax Commission supervised a statewide reappraisal of local prop-

erty beginning in 1951 and finishing in 1961. Sales ratio studies are performed

annually to check on the standard of current appraisals.

Utah—The Tax Commission has been engaged vigorously during the last five years

in reappraisal of local property to raise the level of assessments.

Washington—The Washington State Department of Revenue has vigorously pur-

sued a program over the last several years to bring about equalization between

"Railroad and Utility" and "local assessed property", achieving complete uni-

formity of assessment in 1967.
Wyoming—The reappraisal by a professional appraisal firm of all railroads oper-

ating in the State has now been completed. The 1968 assessments were fixed by

the Board at 25% of full value. All railroad assessments which were in excess

of 25% of full value have been reduced to this percentage and any below 25%

were increased to that figure.
APPENDIX B

California—The 1957 Legislature ordered a study to be made of assessment prac-

tices in California. The published report is a very extensive one that is the

basis of much of the action since taken by the State Board of Equalizat" on.

The 1966 Assessment Reform Law requires all locally assessed property to be

at 25% ratio by 1971.
Colorado—The Legislature appropriated funds in 1947 and 1950 for the Tax Com-

mission to reappraise local property on a statewide basis. Further legislation

was enacted in 1964 and 1967 that all property is to be assessed at 30% of

actual value except oil and gas production, metalliferous mines and Freeport

merchandise which are governed by separate statutes.
Idaho—The Legislature in 1967 passed laws requiring all property to be assessed

at 20% ratio by 1977. Also, an Interim Tax Study Committee was appointed to

study and recommend valuation techniques, and many other facets of property

tax administration.
Montana—The Legislature in 1957 passed a Classification and Appraisal Act

which is largely responsible for raising values of local property.

Nevada—The Legislature has ordered all property to be assessed at 35% of

full cash value and has given the Tax Commission specific authority over

county officials to insure compliance.
Oregon—The Legislature provided funds for one-half the cost of the statewide

reappraisement program and through continuing legislation has supported a

strong property tax program.
Utah—The Legislature in 1953 passed an act which requires the State Tax Com-

mission, on a continuous county by county rotation basis and in cooperation

with the various county assessors, to make a valuation of all taxable property

in each county at least once every five years. As a result, the State Tax

Commission embarked on a reappraisal program which is continuing.

Wyoming—Apparently no particular action has been required.

RESOLUTION VII

Whereas the Association instructed its Committee on Railroad and Utility

Valuation in September 1967 in Resolution VI to study the problem and issues

embraced by Senate Bill 927 of the 90th Congress, and
Whereas the said Committee has made such a study and has subsequently

issued a report thereon, and
Whereas the Executive Committee has approved said report;

Nmni
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Now therefore, be it resolved, that the Western States Association of Tax
Administrators at its closing session on November 15, 1968 adopt said report
as the opinion of this Association and that the secretary forward copies of the
Report and this Resolution to members of the Senate Commerce Committee of the
91st Congress, and to the Senators of the fourteen western states.

(The following letters from various State tax commissions were
received for the record:)

MULTISTATE TAX COMMISSION,
EXECUTIVE OFFICES,

Denver, Colo., June 15, 1970.
Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics, House of Repre-

sentatives, Rayburn Office Building, Washington, D.C.
DEAR CONGRESSMAN FRIEDEL : At the request of Mr. Roy E. Nickson, Secretary

of the Nevada Tax Commission and Treasurer of the Multistate Tax Commission,
I enclose herewith a copy of the Resolution which this Commission passed at our
meeting on October 28, 1968, at Colorado Springs. A copy of this resolution was
forwarded to the Surface Transportation Subcommittee of the Senate, Senator
Vance Hartke, and the provisions of this resolution were taken into account at
that time in the Senate. Three of our five recommendations were accepted by the
Senate Committee and were incorporated into the bill prior to its passage into the
Senate. We are, of course, very pleased that the Congress has thusly taken into
account the strong efforts of this Commission's Property Tax Committee to find
a middle ground satisfactory to the proponents of the bill and was acceptable
to most of the states which it would affect.
We are concerned that your Subcommittee has not given similar consideration

to the work of the Commission's Committee on Withholding for Non-Resident
Employees in Interstate Commerce even though we have supplied it with the
results of the study of the problem, a copy of which I also enclose herewith. Our
committee has directed its efforts not only at the problem of withholding but
also to the problem of taxation of the income of a carrier employee in more than
one state. Our Commission at its recent meeting in Chicago adopted both of these
provisions but your Subcommittee has not yet taken these actions into account.
We are most concerned about wifhholding provisions. As to the other matter of

restricting the authority of the states to tax income earned within their borders,
there is some question as to whether it is proper or even constitutionally possible
for the Congress to do so. At our June 4 and 5 meeting in Chicago, New York raised
strenuous objections to that portion of the committee's recommendation which
would result in such a restriction.
I enclose for your consideration a draft copy of a proposed federal bill which

reflects, at the federal level, the position which our Commission has taken at the
state level and which would, we believe, produce the results which Congress
desires by limiting to one the number of states for which an employer of a carrier
employee must withhold. As the attached commentary indicates, however, this
provision takes a different approach than do H.R. 1240, H.R. 11634, and S. 2044.
We believe that the difference is important. We hope that you will agree and
that the Congress will incorporate our proposed suggested changes into the legisla-
tion under consideration.
This Commission is attempting to help the Congress and the states in mutual

efforts to attain solutions to problems which affect state and local taxation of
interstate commerce. We hope that our efforts can be helpful to both the Congress
and the states, and that the efforts of the states through this Commission will
continue to receive from Congress the type of attention and consideration which
have been extended to it with respect to its enclosed resolution pertaining to
S. 2289.

Sincerely,

Enclosures.

EUGENE F. CORRIGAN,
Executive Director.

By S.D.

MULTISTATE TAX COMMISSION,
EXECUTIVE OFFICES,

Kansas City, Mo.
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RESOLUTION

Whereas representaitves of the Multistate Tax Commission have participated
in extensive discussions with representatives of the railroad industry during the
past several months for the purpose of seeking areas of agreement with respect
to Senate Bill S. 2289; and
Whereas the Multistate Tax Commission could not support Senate Bill S. 2289

as now written, but does recognize that the purposes of the bill, as understood by
the Multistate Tax Commission, have merit; and
Whereas it is felt that a statement of the principles to which both the Multistate

Tax Commission and the railroad representatives can adhere would be helpful to
the Congress in rewording said bill into a form acceptable to both;
Now therefore: The Multistate Tax Commission, in general session assembled

this 28th day of October, 1969 at Colorado Springs, Colorado, adopts the follow-
ing statement of principles for presentation to the Congress at this time with
respect to Senate Bill S. 2289:

1. The uniform assessment between carrier property and other property gen-
erally should be within each local assessment jurisdiction (i.e. county, city, town-
ship, etc.) rather than within each taxing district.

2. The basis of comparison with respect to assessment ratios should be between
transportation property and other taxable property generally, i.e., a policy deci-
sion by a state to grant such partial exemptions as those for veterans, senior citi-
zens, homesteads, and "green belts", etc., should not be used to reduce the ratio
derived for other taxable property generally.

3. The "tax rate" should be the rate of tax on taxable property generally levied
by each taxing district, and not the combined levy of all taxing districts in which
the property is located.

4. A reasonable area of deviation in the average assessment level for other taxa-
ble property generally be allowed before relief be granted under the bill.

5. In view of the stated position of the carriers that they have never supported
the bill in the hopes of using it to bring a pure valuation case in the federal
courts, the question of true market value of carrier property should not be a sub-
ject for federal court action under the bill.

* * *

A BILL To amend the Interstate Commerce Act and the Federal Aviation Act of 1958 in
order to exempt certain wages and salary of employees from withholding for tax pur-
poses under the laws of States or subdivisions thereof other th in the State wherein
more than 50% of income is earned; and in order to exempt cert.,in wages and salary
of employees from taxation under the laws of States or sub(1 visions thereof other
than the State wherein more than 50% of income is earned or the State of employee's
residence, or both.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That part I of the Interstate Commerce Act is
amended by redesignating section 26 as section 27 and by inserting before such
section a new section as follows: "Exemption of certain wages and salary of
employees from withholding for other than State wherein more than 50% of
income is earned; and exemption of such wages and salary from taxation by other
than State wherein more than 50% of income is earned or the State of employee's
residence."
"SEC. 26. (a) No part of the wages or salary paid by any railroad, express com-

pany, or sleeping car company, subject to the provisions of this part, to an em-
ployee who performs his regularly assigned duties as such an employee on a
locomotive, car, or other track-borne vehicle in more than one State, shall be taxed
pursuant to the laws of any State, or any subdivision thereof, other than the
State or subdivision wherein more than 50% of said employee's income is earned
or the state in which the employee resides; nor shall any part of said wages or
salary be withheld for tax purposes pursuant to the laws of any State, or any sub-
division thereof, other than the State or subdivision wherein more than 50%
of said employee's income is earned, except as provided herein below. The per-
centage of each employee's income that is earned in any state shall be that per-
centage arrived at by taking a fraction, the numerator of which shall be the miles
traveled by that employee in said State during the calendar year and the denomi-
nator of which shall be the total miles traveled everywhere by said employee while
in the employ of the carrier for the calendar year. If the employee does not earn
more than 50% of his compensation from said carrier in any one State during the
calendar year, then withholding shall be required only for the State of the em-
ployee's residence.
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"(b) The term "employee" shall mean only those persons whose primary re-
sponsibility is the operation of vehicles operated by any railroad, express com-
pany, or sleeping car company subject to the provisions of this part as a member
of the crew or operational team on such vehicles.
"(c) Any employer subject to the provisions of this part shall furnish an in-

formation return to only: (1) the resident State of each employee and (2) the
State for which withholding of tax has been required.
"(d) For the purposes of this section, the term 'State' also means the District

of Columbia."
SEC. 2. (a) Section 202(b) of the Interstate Commerce Act is amended by in-

serting after "Nothing in this part" a comma and the following: "except as pro-
vided in section 226A,".
(b) Part II of the Interstate Commerce Act is amended by inserting after

section 226 a new section as follows: "Exemption of certain wages and salary
of employees from withholding for other than State wherein more than 50%
of income is earned; and exemption of such wages and salary from taxation by
other than 'State wherein more than 50% of income is earned or the State of
employee's residence, or both."
"SEC. 226A. (a) No part of the wages or salary paid by any motor carrier

subject to the provisions of this part to any employee who performs his regu-
larly assigned duties as such an employee on a motor vehicle in more than one
State, shall be taxed pursuant to the laws of any State, or any subdivision
thereof, other than the State or subdivision wherein more than 50 percent of
said employee's income is earned or the state in which the emploee resides; nor
shall any part of said wages or salary be withheld for tax purposes pursuant
to the laws of any state, or any subdivision thereof, other than the state or
subdivision wherein more than 50 percent of said employee's income is earned,
except as provided herein below. The percentage of each employee's income
that is earned in any State shall be that percentage arrived by taking a fraction,
the numerator of which shall be the miles traveled by that employee in said
State during the calendar year and the denominator of which shall be the total
miles traveled everyhwere by said employee while in the employ of the carrier
for the calendar year. If the employee does not earn more than 50 percent of
his compensation from said carrier in any one State during the calendar year,
then withholding shall be required only for the State of the employee's residence.
"(b) The term "employee" shall mean only those persons whose primary

responsibility is the operation of vehicles operated by any motor carrier subject
to the provisions of this part as a member of the crew or operational team on
such vehicles.
"(c) Any employer subject to the provisions of this part shall furnish an

information return to only: 1) the resident 'State of each employee and 2) the
State for which withholding of tax has been required.

(d) For the purposes of this section, the term State' also means any possesion
of the United States or the Commonwealth of Puerto Rico."

SEC. 3. (a) Part III of the Interstate Commerce Act is amended by redesig-
nating section 323 s section 324 and by inserting before said section a new section
as follows : "Exemption of certain wages and salary of employees from with-
holding by other than State wherein more than 50% of income is earned; and
exemption of such wages and salary from taxation by other than State wherein
more than 50% of income is earned or the State of employee's residence, or
both."
"SEC. 323. (a) No part of the wages or salary paid by any water carrier subject

to the provisions of this part to an employee who performs his regularly assigned
duties as such an employee on a vessel in more than one State, shall be taxed
pursuant to the laws of any State, or any subdivision therefor other than the
State or subdivision wherein more than 50 percent of said employees'
income is earned or the state in which the employee resides; nor shall
any part of said wages or salary be withheld for tax purposes pur-
suant to the laws of any State or any subdivision thereof other than
the State or subdivision wherein more than 50 percent of said employees
Income is earned, except as provided herein below. The percentage of each em-
ployee's income that is earned in any state shall be that percentage arrived at
by taking a fraction, the numerator of which shall be the actual time worked by
said employee in said State during the calendar year and the denominator of
which shall be the total time worked everywhere by said employee while in the
employ of the carrier for the calendar year. If the employee does not earn more
than 50 percent of his compensation from said carrier in any one State during
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the calendar year, then withholding shall be required only for the State of the
employee's residence.
(b) The table of contents contained in section 301 of the Interstate Commerce

Act is amended by striking out "SEC. 323. Separability of provisions." and
inserting in lieu thereof:
"SEC. 323. Exemption of certain wages and salary of employees from with-

holding by other than state wherein more than 50 percent of income is earned;
and exemption of such wages and salary from taxation by other than state
wherein more than 50 percent of income is earned or the state of employee's
residence.
"SEC. 324. Separability of provisions."
"(b) The term 'employee' shall mean only those persons whose primary

responsibility is the operation of vehicles operated by any water carrier subject
to the 'provisions of this part as a member of the crew or operational team on
such vehicles.
"(c) Any employer subject to the provisions of this part shall furnish an

information return to only: 1) the resident State of each employee and 2) the
State for which withholding of tax has been required.

SEC. 4. (a) Title XI of the Federal Aviation Act of 1958 is amended by insert-
ting after section 1111 the following new section:
"Exemption of certain wages and salary of employees from withholding by

other than State wherein more than 50 percent of income is earned; and exemp-
tion of such wages and salary from taxation by other than State wherein more
than 50 percent of income is earned or the State of employee's residence."
"SEC. 1112. (a) No part of the wages or salary paid by any air carrier to an

employee who performs his regularly assigned duties as such an employee on an
aircraft in more than one State, shall be taxed pursuant to the laws of any State,
or any subdivision thereof, other than the State or subdivision wherein more
than 50% of said employee's income is earned or the state in which the employee
resides; nor shall any part of said wages or salary be withheld for tax purposes
pursuant to the laws of any State or any subdivision thereof other than the State
or subdivision wherein more than 50% of said employee's income is earned,
except as provided herein below. The percentage of each employee's income that
is earned in any state shall be that percentage arrived at by taking\ a fraction,
the numerator of which shall be the scheduled flight time of said employee in
said State during the calendar year and the denominator of which shall be the
total scheduled flight time of said employee everywhere while in the employ of the
carrier for the calendar year. If the employee does not earn more than 50% of
his compensation from said carrier in any one State during the calendar year,
then withholding shall be required only for the State of the employee's residence.
"(b) The term "employee" shall mean only those persons whose primary

responsibility is the operation of vehicles operated by any air carrier subject to
the provisions of this part as a member of the crew or operational team on such
vehicles.
"(c) Any employer subject to the provisions of this part shall furnish an

information return to only: 1) the resident State of each employee and 2) the
State for which withholding of tax has been required.
"(d) For the purposes of this section, the term 'State' also means the District

of Columbia and any of the possessions of the United States."
(b) That portion of the table of contents contained in the first section of the

Federal Aviation Act of 1958 which appears under the heading "Title XI—
Miscellaneous" is amended by adding at the end thereof the following:
"SEC. 1112. Exemption of certain wages and salary of employees from with-

holding by other than State wherein more than 50% of income is earned;  and
exemption of such wages and salary from taxation by other than state wherein
more than 50% of income is earned or the State of employee's residence, or both."

SEC. 5. The amendments made by this Act shall become effective on the first
day of the first calendar year 'beginning after the date of enactment of this Act.

* * *

COMMITTEE COMMENTS ON PROPOSED UNIFORM BILL FOR INCOME TAX
WITHHOLDING FOR EMPLOYEES OF INTERSTATE CARRIER

I.

The assumptions which the Committee made in pursuing its recommendations
were:

1. A carrier employee should not have to file an income tax return with or
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incur tax liability to more than two states regardless of the number of states in
which his compensation may have been earned.
2. A carrier employee should not be required to have on deposit with more

than one state, by means either of withholding or of filing of estimates or both,
monies in amounts which exceed the amount which would be required to be so
deposited had all of the compensation been earned in one state.

3. A carrier should not be required to withhold tax from compensation of an
employee for more than one state at any one time and should, if he exercises
reasonable judgment, be able to discharge his withholding obligation to all states
with respect to a particular employee, by withholding for only one state for a
calendar year.

Purpose: This model act has been arranged to allow inclusion in the appro-
priate portion of states' existing statutes. Thus:

1. Section A pertains to withholding and should be incorporated into the with-
holding portion of the adopting states' statute.

2. Section B pertains to the actual imposition of the tax and may be incor-
porated into that portion of the statute which imposes the tax; or, as an alter-
native, with modification it may be added to that portion of the states' statutes
prescribing allocation of compensation.

3. Section C pertains to estimated returns when required and should be incor-
porated into that portion of the statute pertaining to that subject. Note that Sub-
section A(6) and Section C are identical. In some states' statutes, it may be
that the inclusion of Section C in the estimated return portion of the statute may
remove the need for including Subsection A(6) in the withholding portion of
the statute.

The Committee has considered the possibility that in some cases the employer
will not know, early in the calendar year, in which if any state the employee will
earn more than 50% of his compensation. In such cases, the employer is expected
to v."-hhold for that state in which he reasonably expects, the employee's per-
forn nce of services to generate the employee's withholding liability under the
provisions of paragraphs A (2) (a) and (b). Where the employer cannot reason-
ably predict that more than 50% of the employee's compensation will be earned
in any one state, then the employer should withhold for the state of residence.
If it subsequently becomes apparent or likely that 51% of the employee's com-
pensation will have been earned in a different state than that for which with-
holding has 'been made to date, the employer should then start withholding for the
former state and stop withholding for the latter state. Should he find it feasible
and desirable to do so, at the end of the calendar year the employer may adjust
his records and credit all of the withholding for the employee during that year
to the state in which paragraphs A(2) (a) and (b) required the withholding to
have been made. In such a case, the state which is ultimately credited with the
withholding shall not claim any penalty if the withholding rates in the state for
which withholding was initially made were lower than the rates in the state to
which withholding was ultimately paid and if such lower rates produce a
smaller total withholding than would have been the case had the withholding been
made for the "ultimate" state from the start of the calendar year.
However, should the employer prefer to report to each state the amounts

actually withheld by him from said employee during the calendar year, he may
do so.

It is anticipated that the type of uncertainty which an employer might exper-
ience in such cases will be limited to very few cases and that in most instances
withholding will be made for the resident state only.

IV

Subsection A(6) and Section C constitute an important protection for thei
employee against being required to have on deposit with two states money in
the nature of withholdings on more than 100% of his wages. Thus, under Sub-
section A (2), if the employee resides in state X but earns more than 50% of his
compensation in state Y. the employer should withhold on 100% of his earnings
from state Y. But, if the employee knows that a portion of his compensation
will have been earned in state X, then, without Subsection A(6) and Section C,
he could be required to file an estimated (usually a quarterly) return and payment
of tax during the year for the same income against 100% of which the employer
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is already withholding tax for state Y. Subsection A(6) and Sect
ion C seek to

eliminate this double withholding effect by removing the estimate
d return and

payment requirement with respect to compensation against wh
ich wihholdings

are already being made for another state.
There still remains the possibility that at the end of the year the 

employee will

be entitled to a refund from state Y which equals or exceeds the 
amount which

he owes to state X in tax on earned compensation. In such instanc
es he should

file for 11:s refund from state Y immediately after the end of the c
alendar year.

It is hoped that he will then receive his refund from state Y before
 the deadline

for filing his return with and paying his tax to state X. It is submitted
, however,

that state X should not assess any penalty on any late payment of t
ax occasioned

by state Y's refund not being forthcoming prior to the payment dea
dline in state

X, provided that the amount of tax protected against penalty
 in state X

shall not exceed the actual amount of the refund. A photocop
y of the refund

check should be accepted as evidence of the time when the refund wa
s issued: and

the protection against penalty should continue through the 30t
h day after the

date of issuance of the refund check.

SECTION —. WITHHOLDING TAX ON PERCENTAGE BASIS—WITHHOL
DING

COLLECTION AND PAYMENT OF TAX

Every employer, except employers excluded under subsection (A)
 of this

section, who is required under the provisions of the Internal Revenue 
Code to

withhold, collect and pay income taxes on wages or salaries paid by such 
employer

to any employee shall, at the time of such payment of wages, salaries
, bonus or

other emolument to such employee deduct and retain there from a
n amount

substantially equivalent to the tax reasonably calculated by the (age
ncy) to be

due from the employee under this act.
* * *

(A) Employees of carriers engaged in the transportation of perso
ns or prop-

erty in interstate commerce operations.
( A) (1) For purposes of this subsection, the following terms as defin

ed 1)-low

shall have the meaning respectively ascribed to them.

"Person" shall mean any individual, corporation, partnership, pro
prietorship,

trust or estate.
"Carrier" shall mean a person engaged in transportation activities 

using

motor vehicles, railcraft, aircraft or watercraft.
"Motor vehicle" shall mean any vehicle, machine, tractor, trailer or sem

itrailer

propelled or drawn by mechanical power and used upon the highways
 in the

transportation of passengers or property, or any combination thereof.

"Railcraft" shall mean any vehicle which is propelled or drawn by any m
eans

whatsoever upon rails or tracks above or below the surface of the earth in
 the

transportation of persons or property, or any combination thereof.

"Aircraft" shall mean any vehicle or contrivance now known, or here
after

invented, used or designed for navigation of or flight in the air f
or the

transportation of persons or property, or any combination thereof.

"Watercraft" shall mean every species of boat, ship, barge or other vehic
le

which is drawn or propelled by whatsoever means upon water in the tran
sporta-

tion of persons or property, or any combination thereof.
"Interstate commerce operations" shall mean commerce between any place

in a state and any place in another state or between places in the same stat
e

through another state or between any place in the United States and any 
place in

a foreign country, territory or possession, or between places in the United
 States

through a foreign country, territory or possession, when such commerce
 moves

by any of the carriers defined in this subsection.
The term "employee" shall mean only those persons whose primary respons

i-

bility while in this state is the operation of motor vehicles, raileraft, aircraft o
r

watercraft as a member of the crew or operational team on such vehicles.

(A) (2) Any carrier operating in or through this state in interstate com-

merce operations shall not be required to withhold, any other provision of this

act to the contrary notwithstanding, from the wages or salaries paid t
o an

employee who operates any of the vehicles described in (a) (1) of this section

unless:
(a) More than 50% of said employee's compensation or wages from said

employer is earned in this state during the calendar year; or
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(b) The employee is a resident of this state, but does not earn more than 50%of his compensation from said employer in any one state during the calendar
year.
( A) (3) In the case of employees engaged in the operation of motor vehiclesand railcraft, the perecntage of each employee's compensation or wages that is

attributable to any one state for purposes of applying subsection (A) (2) (a)
above, shall be that percentage arrived at by taking a fraction the numerator
of which shall be the miles worked by such employee in said state during the
calendar year and the demominator of which shall be the total miles worked
everywhere by said employee while in the employ of the carrier for the calendar
year.
(A) (4) In the case of employees engaged in the operation of aircraft, thepercentage of each employee's compensation or wages that is attributable toany one state for the purpose of applying subsection (A) (2) (a) above, shall bethat percentage arrived at by taking a fraction the numerator of which shall bethe scheduled flight time of said employee in said state during the calendar yearand the denominator of which shall be the total scheduled flight time of saidemployee everywhere while in the employ of the carrier for the calendar year.
(A) (5) In the case of employees engaged in the operation of watercraft, the

perecntage of the employee's compensation that is attributable to any one statefor the purposes of applying subsection (A) (2) (a) above, shall be that percentage
arrived at by taking a fraction the numerator of which shall be the actual time
worked by said employee in said state during the calendar year.
(A) (6) Anything in this Act to the contrary notwithstanding, no person shall

be required to file an estimated return with respect to tax on compensation upon
which tax is being withheld for another state pursuant to Section (A) (2) through
(5) during the calendar year.
(A) (7) The employer-carriers shall furnish an information return to only the

resident state of each employee and the state for which withholding of tax has
been required.

SECTION -. PERSONS REQUIRED TO MAKE RETURNS OF INCOME

"Returns with respect to taxes imposed by this act shall be made by the
following: * * *
(2) Any non-resident except those persons excluded under (B) below, or part-

year individuals shall be required to make a return if he has income derived
from any source within this state and filing requirements are not in conflict with
any other sections of this Act.

* * *
(B) Employees of carriers engaged in the transportation of persons or property

in interstate commerce operations.
(B) (1) For purposes of this subsection, the following terms as defined below

shall have the meaning respectively ascribed to them.
"Person" shall mean a person engaged in transportation activities using motor

-vehicles, railcraft, aircraft or watercraft.
"Motor vehicle" shall mean any vehicle, machine, tractor, trailer or semitrailer

propelled or drawn by mechanical power and used upon the highways in the trans-
portation of passengers or property, or any combination thereof.
"Railcraft" shall mean any vehicle which is propelled or drawn by any means

whatsoever upon rails or tracks above or below the surface of the earth in the
transportation of persons or property, or any combination thereof.
"Aircraft" shall mean any vehicle or contrivance now known, or hereafter in-

vented, used or designed for navigation of or flight in the air for the transportation
of persons or property, or any combination thereof.
"Watercraft" shall mean every species of boat, ship, barge or other vehicle

which is drawn or propelled by whatsoever means upon water in the transporta-
tion of persons or property, or any combination thereof.
"Interstate commerce operations" shall mean commerce between any place in

a state and any place in another state or between places in the same state through
another state or between any place in the United States and any place in a foreign
country, territory or possession, or between places in the United States through
a foreign country, territory or possession, when such commerce moves by any of
the carriers defined in this subsection.
The term "employee' shall mean only those persons whose primary responsibil-ity while in this state is the operation of motor vehicles, railcraft, aircraft or

watercraft as a member of the crew or operation team on such vehicles.
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(B) (2) Any employee of a carrier operating in or through this state in inter-

state commerce operations shall not be required to report or file returns or pay tax

with respect to compensation or wages paid for his operation of any of the vehicles

defined in (B) (1) of this subsection unless:
( a) More than 50% of the employee's total compensation or wages is earned

in this state during the calendar year, or
(b) Such employee is a resident of this state during the calendar year.

(B) (3) In the case of employees engaged in the operation of motor vehicles

and railcraft, the percentage of the employee's compensation or wages that is

earned in this state for purposes of applying subsection (B) (2) (a) above, shall

be that percentage arrived at by taking a fraction, the numerator of which shall

be the miles traveled by such employee in this state during the calendar ye
ar

and the denominator of which shall be the miles traveled everywhere by su
ch

employee while in the employ of the carrier for the calendar year.

(B) (4) In the case of employees engaged in the operation of aircraft, the

percentage of each employee's compensation or wages that is attributab
le to any

one state for the purpose of applying subsection (B) (2) (a) above, shall be 
that

percentage arrived at by taking a fraction the numerator of which sha
ll be

the scheduled flight time of said employee in said state during the calendar
 year

and the denominator of which shall be the total flight time of said emp
loyee

everywhere while in the employ of the carrier for the calendar year.

(B) (5) In the case of employees engaged in the operation of watercraft, the

percentage of the employee's compensation that is attributable to any one
 state

for the purposes of applying subsection (B )(2)1( a ) above, shall be 
that per-

centage arrived at by taking a fraction the numerator of which shal
l be the

actual time worked by said employee in said state during the calendar 
year and

the denominator of which shall be the total time worked everywhere
 by said

employee while in the employ of the carrier for the calendar year.

SECTION -. ESTIMATED RETURN FILING ON INCOME FOR WHICH INC
OME T.AX

IS BEING WITHHELD IN ANOTHER STATE

(C) Anything in this Act to the contrary notwithstanding, no 
person shall

be required to file an estimated return with respect to tax on com
pensation upon

which tax is being withheld for another state pursuant to section (
A) (2) through

(5) during the calendar year.

DEPARTMENT OF REVENUE,
PROPERTY TAX DIVISION,
Salem, Oreg., June 16, 1970.

Re S. 2289.
Hon. SAMUEL N. FREIDEL,
Chairman, Subcommittee on Transportation and Aeronautics of the House

 Com-

mittee on Interstate and Foreign Commerce, House Office Building,

Washington, D.C.

DEAR MR. FRIEDEL : The Idaho State Tax Commission and the Montana
 State

Board of Equalization join the Oregon Department of Revenue in this stateme
nt

opposing S. 2289.
Progress toward equalization of transportation property values with 

locally

assessed property values has been made on a nationwide basis as a 
result of

states' action (legislative and administrative).
Relief through state courts has been productive and efficient. There is no 

assur-

ance that the federal court system will be more efficient.

Alleged excess property taxes claimed by the railroad industry are grossly in-

accurate and the Congress has not challenged their statements. In the Weste
rn

States Association of Tax Administrators Report on S. 927 (predecessor to S.

2289) it is estimated that the excess tax is only about 70% of what is claimed.

See pages 8, 9 and 10 of the attached report. Further, any property taxes "saved"

must be shared with the income tax collectors as additional income. So on 
an

industry-wide basis, the tax plight is exaggerated.
In the very senstive area of State's rights, federal entry into the local property

tax field would be most unfortunate. State legislators have a most difficult prob-

lem to face and their decision to distribute the state's tax load is based upon

political, economic and social conditions as well as the fiscal resourcets of the

state. To add a federal authority on top and above an already heavily admin-

istered local property tax would not be wise.

Noik
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The futility of legislation such as S. 2289 lies in the fact that state legis-
latures, if truly inclined, can circumvent the effects of S. 2289 by removing rail-
roads from the ad valorem tax field and taxing them in an alternate manner. For
example, railroads could be taxed as they are now taxed in Minnesota on a gross
revenue basis. Such a tax could be more burdensome than the present ad valorem
tax and there would be little equalization relief available through the courts
or federal legislation. This is not a threat but a cold statement of fact that
transportation properties can be removed from the property tax field where
reasonable or relative equalization is generally available. Policies in some states
are not defended but in the fifty states as a whole, transportation property may
be treated far more equitably now than in a post S. 2289 era.

If the Congress deems S. 2289 to be in the public interest, the following amend-
ment is highly desirable. The Senate committee report 91-630, 91st Congress 1st
Session dated December 20, 1969, contains a statement of policy that for clarity
should be included in the bill itself. Since S. 2289 was amended on the floor of the
Senate subsequent to the committee report, it is especially desirable that this
amendment be made. From page 11 of the committee report, it is strongly recom-
mended that the following quotation be added to Section (2) of Section 25a
of the Bill: "The phrase 'any other property in the taxing district' is not in-
tended to interfere or restrict State action in extending total or partial exemption
to property of a class, such as churches, charitable institutions, homesteads, and
the like. In other words, property totally or partially exempted is not intended
to be taken as a measure of 'any other propertT' for tax rate purposes."

Yours very truly,
C. H. MACK, Director.

REPORT OF THE WSATA COMMITTEE ON RAILROAD AND UTILITY VALUATIONS ON
S. 927, NOVEMBER 9, 1968

INTRODUCTION

The following Resolution was adopted unanimously at the annual meeting of the
Western States Association of Tax Administrators in Salt Lake City September 8,
1967

'RESOLUTION VI

"Whereas, Senate Bill 927 is presently being considered by the United States
Congress which deals with the assessment of transportation property of com-
mon carriers, and more particularly the ratio of assessments of such property
to the true market alue of the property as compared to other property, and the
tax rate applied to such properties as compared to the tax rates of other prop-
erties; and
"Whereas, the several states have taken, and are taking effective legislative

and judicial steps towards the equalization of property tax assessments of com-
mon carriers and other types of property; and
"Whereas, the Western States Association of Tax Administrators has a special

Committee on Railroad and Utility Valuation studying and investigating solu-
tions to the problem in this field of taxation and this Committee, after diligent
study, has presented to the Association Part I of its recommendations for action
by the several states; and
"Whereas, the Western States Association of Tax Administrators is concerned

with the impact of Senate Bill 927 upon state and local administration of prop-
erty taxes, and has concluded that such proposals, if enacted, would seriously
jeopardize state and local authority.to resolve tax problems at the local level, and
state and local authority to classify property within the state;
"Now, therefore, be it resolved, that the Western States Association of Tax

Administrators at its Sixteenth Annual Conference in Salt Lake City, Utah heldSeptember 5-8, 1967, does hereby adopt a policy in opposition to the Federal
legislation typified by Senate Bill 927 and encourages the states individually and
cooperatively to take positive steps toward administrative and legislative solu-
tion of any existing problem in this areq as recommended by studies of the Com-
mittee on Railroad and Utility Valuation o: the AssociaUon and directs this
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standing committee to expand its studies to include the problems and issues

covered by this bill.
-Be it further resolved, that the Secretary of this Association be directed to

send copies of this resolution to United States Senators, Warren Magnuson of

Washington and Frank Lausche, of Ohio, and to the members of the senate

Commerce Committee, accompanied by copies of the report from the Committee

on Railroad and Utility Valuation."
Pursuant to this Resolution the WSATA 1 Committee on Railroad and Utility

Valuation makes this report covering the following subjects pertinent to legisla-

tion proposed in S. 927:
1. Past progress and present status of equalization between the assessed

value of transportation property of certain common carriers and the assessed

value of locally assessed property in the Western States.
2. An evaluation of the effectiveness of state courts in equalizing assess-

ment ratios between certain transportation property and locally assessed

property.
3. Some examples of the untenable impact of S. 927 on the states' property

tax laws.
4. Some legal inequities embodied in S. 927.
5. An evaluation of the alleged excess taxation of railroads.
6. Past and future programs by the NATA 2 and WSATA to promote

validity and uniformity in the assessment of certain transportation property.
If time and financial support were available much more research could be done

on a nation-wide basis to document the allegations both for and against S. 927.

The Committee presents this report because it believes that time is of the essence

and that sufficient evidence has been assembled to raise serious questions con-

cerning the validity of the assumptions underlying S. 927.

1. PROGRESS AND PRESENT STATUS OF EQUALIZATION PROGRAMS IN THE WESTERN

STATES

It must be recognized that before any court or the Congress can conclude that
a lack of equalization exists between property tax valuations of certain common
carrier property and so-called locally assessed property (common property), an
analysis must be made as to what in fact are the appraised (true market) values
of these two types of property. Though this would be a Herculean task for any
court or committee, it is an essential prerequisite to drawing a valid conclusion
as to whether a disparity does in fact exist.
The Committee has gathered certain data from the Western States (Alaska

and Hawaii excluded). It is intended to portray the status and progress of equal-
ization programs in the Western States and to refute to some degree statements
and implications that have been made in behalf of S. 927.
Table I shows the assessment ratios used by the several Western States during

recent years. The trend is obviously toward one of improvement. In some cases,
the railroad assessment ratio is decreasing; in others, the local assessment ratio
is increasing, but in all states the ratios are approaching equality.
Appendix A briefly indicates action taken by tax administrations ( State Tax

Commissions or State Boards of Equalization) in their efforts to correct
disparities.
Appendix B briefly indicates action taken by State Legislatures to achieve

equalization. Incidentally, in 1956 Colorado amended its Constitution empower-
ing the Legislature to exempt household furniture and personal effects that
were nonrevenue producing.

1 Western States Association of Tax Administrators.
2 National Association of Tax Administrators.
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2. STATE COURT ACTIONS TO EQUALIZE ASSESSMENTS

Litigation has taken place in the following state court cases of recent date in-
dicating quite strongly that the state judicial process when utilized will grant
relief if it is justified:
(1) In Chicago & North Western Ry. Co. v. State Board of Equalization and

Assessment, 101 NW 2d 873 (1960) , the Nebraska Supreme Court held that the
assessment of railroad property at 471/2 percent of true cash value, when all other
tangible property in the state was assessed at 35 percent of true cash value, was
arbitrary and discriminatory, and the court granted relief to the taxpayer.

2. In Union Pacific RR Co. v. State Board of Equalization and Assessment 101
NW 2d 892 (Nebr., 1960), under the same facts as those of Chicago tf North West-
ern By. Co., the Nebraska Supreme Court held that the. assessment of railroad
property at a higher ratio than all other tangible property in the state was arbi-
trary and discriminatory and that the plaintiff railroad was entitled to relief.
(3) In Union Pacific RR Co. v. State Taw Commission, 232 Or. 521, 376 P 2d

80 (1962), the Oregon Supreme Court held that utility and railroad property
could not be assessed at 117% of true cash value while other property is assessed
at 100%.
(4) In Southern Pacific Co. v. Cochise County, 92 Ariz. 395, 377 P 2d 770

(1963), the Arizona Supreme Court held that railroad property could not be
assessed at a higher rate than other property.
(5) In Addington v. Board of County of Commissioners, 382 P2d 315 (Kansas,

1963), it was held that a rate of assessment fixed by the county clerk at more
than 30 percent of true cash value of plaintiff's grain elevator, as compared to a
ratio of 12 percent for other property in the county subject to the same levy, was
so arbitrary, oppressive and grossly discriminatory that it destroyed equality and
uniformity, and the taxpayer was entitled to relief
(6) In Idaho Telephone Co. v. Baird et al., 423 P2d 337 (Idaho, 1967) the

Idaho Supreme Court held that a statute purporting to classify operating (power
lines, tracks, pipelines, etc.) for the purpose of imposing a higher ratio for ad
valorem assessment was unconstitutional.
(7) In Louisville and Nashville RR Co. v. Public Service Commission and

State Board of Equalization, 389 F2d 247 (1968) , the 6th Circuit held that a sys-
tematic, intentional and long-standing policy of assessing railroad property
within a state at a much higher percentage of actual cash value than the local
assessors' custom of assessing other property at a lower fraction of true cash
violated the uniformity clause of the Tennessee constitution, and constituted a
denial of equal protection under the Fourteenth Amendment.
(8) In Civil Case No. 31,340, the Utah Fourth District Court in 1968 held that

the State Tax Commission has the power to adjust, equalize and reassess prop-
erty for tax purposes within counties and throughout the state. It denies county
boards of equalization the power to change such reassessments. This decision will
enable the Tax Commission to proceed with its equalization program which will,
when concluded, equalize railroad assessments with the assessments of locally
assessed property. This decision also reaffirms the necessity for equalization in
Utah Constitution and Statutes.

3. EXAMPLES OF THE UNTENABLE IMPACT OF S. 927 ON STATE PROPERTY TAX LAWS.

Basic to the whole problem, possibly, is the question of whether the states have
a right to classify property as to different shares of the cost government that
different classes of property may legally be required to carry. Extreme examples
are the exemption of certain properties from taxation. These exemptions may be
for social, economic, or administrative reasons and include examples such as:
senior citizen homesteads; disabled veteran's residence; ships under construc-
tion; manufacturing plants under construction; industrial plants; personal prop-
erty; certain forest lands; cooperative water systems; deciduous trees; personal
property in transit; goods in process of manufacture; literary, charitable and
religious organization properties, etc. Less extreme examples include licensing
fees in lieu of property taxation and include examples such as motor vehicles,
trailers, aircraft and watercraft. (A very substantial proportion of these ex-
amples are acting as common carriers.) Still other deviations from pure prop-
erty taxation are "in lieu taxes" measured by a fixed percent of the gross
earnings or gross rent earned in the state. Examples incluude private railroad
cars, electric cooperatives, certain rural telephone properties, public utility dis-
tricts and even common carrier railroads. Taxes "in lieu" of property taxes have
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frequently been enacted because equitable assessment within the confines of the
property tax was deemed administratively impossible for special purpose, pe-
culiarly situated properties.
And, finally, there exist just plain variable ratios for different classes of

property when it is permitted within the Constitution and laws of the state.
So, it would pose problems, no end, if a law such as S. 927 were passed. How

far would it reach? How disruptive would it be in the whole scheme of taxation
in the individual state? This may be purely a legal question, but such a law as
S. 927 would create terrific economic, fiscal, and property tax administrative
problems in probably every state in the Nation.

4. LEGAL INEQUITIES IN S. 927

Another aspect of S. 927 which would be very difficult to accommodate is the
injunctive process whereby tax collections would be arrested or halted for the
alleged excess taxation if litigation is in process. In many western states rail-
road values amount to at least 1/3 of the total value in numerous taxing dis-
tricts. If such a substantial portion * of the taxes levied were subject to injunction
and thus impounded, a severe burden would be placed on local government fi-
nances. For local taxing districts to be denied operating funds pending a court deci-
sion would be a serious disruption of orderly government. Many states require
payment of the tax levied and provided for adjustment of taxes after the litigation
is completed in the state court. In this way government continues to operate
without undue financial burdens. Also, this procedure tends to equalize the
bargaining position between large taxpayers and local government.
If S. 927 were enacted, a natural question arises as to why common carrier

property, such as railroads, should be given avenues of recourse different than
those available to other property. The theoretical reply is that the Congress is
attempting to protect interstate commerce. Actually, interstate commerce already
has protection in state courts which makes unnecessary recourse to initial
Federal court action.

5. AN EVALUATION OF THE ALLEGED EXCESS TAXATION OF RAILROADS

The Association's attention is invited to certain statistics that have been pub-
lished by advocates of S. 927. The statistics are believed to have come from the
Association of American Railroads and appear in the Doyle Report at page 487
and in later presentations to Committees of the Congress. The alleged correct
property taxes to be paid by the railroads is patently wrong if it is developed
(as it appears to be) by multiplying the actual taxes paid by a simple propor-
tion of the relation of local property assessed value ratio to the railroad property
assessed value ratio. (The excess alleged is then stated to be the difference
between the amount actually paid and the amount computed using the reduced
ratio of assessed value.) The amount of excess tax claimed is the absolute
maximum that could possibly exist. Actually, to calculate accurately the excess
taxation, a new valuation base would have to be computed for each taxing
district and then a new tax rate would have to be computed. The new tax rate
which would obviously be higher (if railroad values were reduced) must be
applied against the new railroad values to estimate the new railroad tax. It is
a tremendous task to recompute the new railroad tax; however, this Committee
is of the opinion that the alleged excess property taxes are substantially over-
stated.
This opinion is supported by 1965 data submitted by the Railroad Association

that in California the tax relief would have been $12,852,045 if a ratio of 22
percent had been used instead of 40 percent. Mr. H. I. Flournoy, Controller of
the State of California, submitted a schedule showing that the 1965 tax relief
would have been $9,025,819 in California if the ratio had been 25 percent instead
of 40 percent. There must be a more careful analysis of excess tax dollars because
tax rates change when the valuation base is changed. This example strongly
suggests that 70 percent of the alleged excesses is more realistic. Also, in Cali-
fornia much railroad property is assessed at the local property ratio and is not
included in the unitary (operating property) value against which is applied a
higher assessment ratio pending completion of the orderly equalization now
underway. According to information from the California State Board of Equali-
zation, when only the unitary value of railroads (which has the higher ratio

*The alleged excess tax, not of tax in district.
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applied to it) is considered, the excess tax allegedly pai'd by railroads in the

1965 period is less than $5 million and is neither the $12.8 million alleged by the

Railroad Association nor the $9 million as stated by Mr. Flournoy.
Further, any property tax savings would show as additional income on the

federal and state income tax returns. For example, if the railroads actually

were given a $50,000,000 property tax relief and if the average effective income
tax rate (federal and state) was 40 percent, then $20,000,000 would be paid as
income tax and only $30,000,000 is the net saving to the railroad. This is not
to beg the issue, but rather to point out that not all the savings would inure to

the railroads, as the allegations imply. When the net tax savings are ultimately
spread over the entire railroad industry and when it is recognized that market
valuations are not an exact secience (with railroad properties probably being
one of the most difficult to value and having probably the least reliable indi-
cators of value to make a judgment of value), it is the Committee's opinion that
the possible disparity of tax burden carried by the railroads as alleged is exag-

gerated to a substantial degree. A disparity may exist in some of the 48 states
but, in the overall picture of the railroad industry, the magnitude of excess tax-
ation is not sufficient to warrant enactment of such drastic legislation as is
contemplated in S. 927.

Actually, within the framework of common carrier traffic alone, with which
the Congress is concerned because much of it is in interstate commerce, there
now exists a disparity of taxation between and among types of carriers and
between and among states that should be a greater concern to the Congress than
just the equalization of railroad property with so-called local property. For
example, some states tax interstate water transportation properties and other
states do not. And even in states where interstate water transportation property
is taxed, it is done so at variable rates. In the case of commercial airline trans-
portation properties, some states tax such properties and some states exclude
such properties from taxation.
In the case of railroad properties, some states exempt them, others exempt

their personal properties, others tax them on a gross revenue basis and some on
an ad valorem basis. In the case of privately owned railroad cars (as distin-
guished from carrier-owned cars), some states exempt the cars, some tax them
on varying percents of car rental earned in the state and some tax them on an
ad valorem basis. Again, not to beg the issue, the states have substantial issues
of assessment and taxation that would have a greater effect on railroad taxation
in general than just the equalization of railroad values with local values. So, in
effect, the railroad industry's plea, though having some merit in certain states,
is not considered by the Committee to be of the highest priority in local tax
administration. Examples of high priority items in local tax administration
include but are not limited to: (a) taxation of more of those properties in the
states that enjoy exemption (Federal, state, other government subdivisions) ;
(b) contributions by exempt bodies to the cost of government; (c) compliance
with local budget laws; (d) accurate and realistic local budgets; (e) funds to
properly administer local tax laws; (f) lack of competent appraisal personnel;
(g) preferential tax treatment for certain classes of property; (h) accurate
reporting of personal property where taxable; and (i) proper appraisal methods
and technique. These ae some aspects of taxation that are receiving attention.
The states are best equipped to resolve all of these inter-related taxation

problems, just one of which is the equalization of railroad values with other
property values. Social and economic conditions vary from state to state and
it is this Committee's opinion that these problems should be resolved by the
States rather than imposing a federal law in the property tax field indiscrim-
inately upon all the states. Further, this committee has grave doubts about the
wisdom of the Federal government's movement into the property tax field, the
only revenue source left exclusively to the states and local governments. Follow-
ing the usual sequence of events, implementation of S. 927 would result in fed-
eral action in all facets of the property tax field.

6. EFFORTS OF NATA AND WSATA TO PROMOTE VALIDITY AND UNIFORMITY

IN TRANSPORTATION PROPERTY ASSESSMENTS

Finally, the Congress should have their attention invited to the continuing
efforts made toward uniformity of assessments of railroad and utility properties
through the technical committees of tax associations. Publications that sum-
marize the studies and deliberations of these committees Include:

46-768--70---9
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(1) 1945 National Association of Tax Administrators Report on Taxation
of Airlines.
(2) 1949 National Association of Tax Administrators Report on Alloca-

tion of Railroads.
(3) 1954 National Association of Tax Administrators Report on Unit

Valuation.
(4) 1960 Western States Association of Tax Administrators Report on

Allocation of Utilities and Airlines.
(5) 1967 Western States Association of Tax Administrators Report (Part

I) on Railroad and Utility Valuation.
These are not the only reports that have been made by tax associations, but

they are listed to illustrate that the states through their Associations are dili-
gently and continuously improving the valuation and allocation of the far-flung
properties such as air, water and rail transportation and utilities. Progress in
raising the standards of assessment and taxation of these properties has been
quite substantial and there is every reason to expect this pattern to continue
without any imposition of federal legislation such as is contemplated in S. 927.
For example, the WSATA has directed its Committee on Railroad and Utility

Valuation to pursue a continuing program of developing and promoting improved
and more uniform valuation and allocation procedures through collaboration
among the states' technical personnel. The Committee has firm plans to pursue
such a program.

SUMMARY

In summary, it is the Committee's opinion that the states through their legis-
lative, executive and judicial processes are taking progressively corrective meas-
ures to bring about equalization between assessments of common carrier
properties (such as railroads) and locally assessed properties. For this reason,
legislation such as S. 927 is not needed.
To implement a legislative act that would require immediate and exacting

equalization would impose a severe shift in taxation that would be severely
detrimental to orderly government operations. Many relatively small local
taxing districts would, have such a substantial reduction of their valuation base
that they would be in a serious economic plight.

Also, the requirement of equalization within each taxing district would impose
a very large and near impossible task in those states where the county, for
example, is the basic assessment district and the individual subdivisions of
government are the taxing districts.
Committee membership as of the date of this report includes:

V. L. Nielsen, Jr., Arizona
Richard Nevins, California
A. A. Hall, Colorado
Harold Johnson, Vice-Chairman, Idaho
Howard H. Lord, Montana

James J. Noel, Nevada
D. M. Fisher, Chairman, Oregon
M. H. Kerr, Secretary, Utah
Clyde Rose, Washington
Earl A. McKay, Wyoming

APPENDIX A

California—The State Board of Equalization began action in 1959 to bring about
equalization of assessment ratios between "railroads and utilities" and "local
property."

Colorado—The Tax Commission has lowered railroad assessment ratio con-
sistently toward uniformity with local property.

Idaho—The Tax Commission has implemented an annual uniform adjustment of
assessment ratios to insure that all property be assessed at 20% of full cash
value by January 1, 1977.

Montana—The State Board of Equalization has lowered railroad assessment
ratios and raised the assessment ratio on locally assessed property in the
implementation of the statewide reclassification and reappraisal program
enacted by the Montana Legislature in 1957. These programs have improved
the equality between railroads and locally assessed property.

Nevada—The Tax Commission has assisted counties in reappraising local
property and in 1967 the State Board of Equalization ordered new values of
local property placed on the rolls when county officials refused to accept the
new values.

Oregon—The Tax Commission supervised a statewide reappraisal of local
property beginning in 1951 and finishing in 1961. Sales ratio studies are per-
formed annually to check on the standard of current appraisals.

j
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Utah—The Tax Commission has been engaged vigorously during the last five
years in reappraisal of local property to raise the level of assessments.

Washington—The Washington State Department of Revenue has vigorously
pursued a program over the last several years to bring about equalization
brtween "Railroad and Utility" and "local assessed property", achieving com-
plete uniformity of assessment in 1967.

Wyoming—The reappraisal by a professional appraisal firm of all railroads
operating in the State has now been completed. The 1968 assessments were
fixed by the Board at 25% of full value. All railroad assessments which were
in excess of 25% of full value have been reduced to this percentage and any
below 25% were increased to that figure.

APPENDIX B

California—The 1957 Legislature ordered a study to be made of assessment prac-
tices in California. The published report is a very extensive one that is the
basis of much of the action since taken by the State Board of Equalization.
The 1966 Assessment Reform Law requires all locally assessed property to
be at 25% ratio by 1971.

Colorado—The Legislature appropriated funds in 1947 and 1950 for the Tax Com-
mission to reappraise local property on a statewide basis. Further legislation
was enacted in 1964 and 1967 that all property is to be assessed at 30% of
actual value except oil and gas production, metalliferous mines and Freeport
merchandise which are governed by separate statutes.

Idaho—The Legislature in 1967 passed laws requiring all property to be assessed
at 20% ratio by 1977. Also, an Interim Tax Study Committee was appointed
to study and recommend valuation techniques, and many other facets of
property tax administration.

Montana—The Legislature in 1957 passed a Classification and Appraisal Act
which is largely responsible for raising values of local property.

Nevada—The Legislature has ordered all property to be assessed at 35% of
full cash value and has given the Tax Commission specific authority over
county officials to insure compliance.

Oregon—The Legislature provided funds for one-half the cost of the statewide
reappraisal program and through continuing legislation has supported a
strong property tax program.

Utah—The Legislature in 1953 passed an act which requires the State Tax Com-
mission, on a continuous county by county rotation basis and in cooperation
with the various county assessors, to make a valuation of all taxable property
in each county at least once every five years. As a result, the State Tax Com-
mission embarked on a reappraisal program which is continuing.

Wyoming—Apparently no particular action has been required.

IDAHO STATE TAX COMMISSION,
Boise, Idaho, June 17, 1970.

Re Senate bill 2289

Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics, Committee on In-

terstate and Foreign Commerce, U.S. House of Representatives, Rayburn
House Office Buildign, Washington, D.C.

DEAR MR. CHAIRMAN: Idaho is vitally concerned with the above reference Bill
which we understand is presently before your committee for final consideration.
We recognize the problem that S. 2289 purports to correct. We in Idaho have been
working toward correction of this problem for the past several years. It is our
understanding from railroads operating within our state that they concur with
Idaho's existing corrective program to equalize all ratios at 20% by 1981. To
compliment this effort Idaho has recently passed a reappraisal program which
requires all properties within the state to be appraised at least once every five
years. This reappraisal program is just getting underway in 1970. Its impact will
begin in 1971.
We are enclosing the history of ratios that have been applied since 1957, as

well as reflecting the total tax base and the impact of the ratio upon the tax
base. In most instances the railroads within our state have grown substantially;
however, due to the lowering of the ratio, their assessed values have shown a
decrease.
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It is our position that our state courts are capable and willing to handle any
litigation that might arise without resorting to the use of Federal courts.
We would also like to apprise you of our affiliation with the Western States

Association of Tax Administrators. This organization passed a resolution in op-
position to Federal legislation as typified by Senate Bill 2289. We are particularly
concerned with S. 2289 in its treatment of the tax rate question.
Basic to the whole problem, possibly, is the question of whether the states have

a right to classify property as to different shares of the government cost that
different classes of property may legally be required to carry. Extreme examples
are the exemption of certain properties from taxation. These exemptions may be
of social, economic, or administrative reasons and include examples such as, senior
citizen homesteads, disabled veterans residence, personal property, certain for-
ested lands, personal property in transit, goods in process of manufacture, lit-
erary, charitable and religious organization properties, etc. Less extreme examples
include licensing fees in lieu of property taxation and include exemptions such
as motor vehicles and aircraft. Still other deviations from pure property taxation
are "in lieu taxes" measured by fixed percent of a gross earnings or gross rent
earned in the state—examples include private railroad cars, electric cooperatives.
Taxes "in lieu" of property taxes have frequently been enacted because equitable
assessment within the confines of the property tax laws deemed administratively
impossible for special purposes, particularly situated properties.
So, it would pose problems, no end, if a law such as S. 2289 were passed. How

far would it reach? How disruptive would it be in the whole scheme of taxation
in the individual state? This may be purely a legal question but such a law as
S. 2289 would create terrific economic, fiscal and property tax administrative
problems in possibly every state in the nation.

Railroad valuation in the state of Idaho is apportioned to all 44 counties ex-
cept Lemhi County. The assessed valuation of railroad properties in Lincoln and
Clark Counties in Idaho exceeded 33% of their total assessed valution for the
county for 1968.

Litigation has taken place in many state court cases of recent date indicating
quite strongly that the state judicial process when utilized will grant relief if it
is justified. This would include the Idaho Supreme Court case, Idaho
Telephone Company vs. Baird et al, wherein the Court held that a statute pur-
porting to classify real and personal property at a ratio of 20% to estimated full
cash value and operating property (railroads and utility properties) be assessed
at 40% of the full cash value was held to be unconstiutional.
The attached table with respect to ratios of assessment and assessed values for

the state of Idaho shows an obvious trend toward one of improvement. The ratio
of assessment on locally assessed property in 1957 of 14.3% compared to 1969 of
12.7% is a reduction of 10% whereas the ratio of assessment with regard to rail-
road properties in 1957 of 48.9% to 28.42% in 1970 represents a 40% reduction.
The assessed valuation of railroad property in 1957 of $62,602,300 to $51,053,316
for 1970 results in a 20% reduction as compared to a 36% increase on locally
assessed property during the same period.
This particular legislation would be giving preferential appeal procedure to

transportation companies under I.C.C. jurisdiction as contrasted to electrical
power companies under the Federal Power Commission and Telephone and Tele-
graph Companies under the Federal Communication Commission.
In summary, it is our opinion that the State of Idaho through their legislative,

executive and judicial processes are taking progressively corrective measures to
bring about equalization between assessments of common carrier properties (such
as railroads) and locally assessed properties. For this reason, legislation such as
S. 2289 is not needed.
To implement a legislative act that would require immediate and exacting

equalization would impose a severe shift in taxation that would be severely detri-
mental to orderly government operations. Many relatively small taxing districts
would have such a substantial reduction of their valuation base that they would
be in a serious economic plight.

Considertaion given this matter will be greatly appreciated.
Sincerely,

L. I. PASSMORE, M.A.I.,
Chairman.

Attachment.
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RAILROAD PROPERTY TAX ASSESSMENT, STATE OF IDAHO

Tax year

Percent of assessment to market
value for assessment purposes Assessed values

Local
property

Railroad
property

Local
property

Railroad
property

1957 14. 3 48.90 464,545,126 62,602,300
1958 14.8 47.20 469,898,081 61,875,700
1959 15.0 43.90 487,580,953 59,975,600
1960 14.8 41.40 503,430,017 58,774,200
1961 15.4 37.20 517,863,649 55,685,800
1962 15.0 34.70 530,027,617 54,112,250
1963 14.7 32.60 548,352,534 52,070,960
1964 14.3 30.80 560,795,752 51,623,970
1965 13. 4 30. 70 574,094,002 50,857,379
1966' 13.9 31.75 661,761,746 53,038,054
1967 13. 5 31. 75 687,237,809 55,962,864
1968 13. 0 30.44 691,362,509 50,595,016
1969 12.7 29.13 726,912,595 48,764,988
1970 28.42  51,053,316

I Ratio of assessment and assessed values brought about by legislation passed in 1965 providing for local property to be
assessed at 20 percent and railroad and utilities at 40 percent of full cash value by Dec. 31, 1969. In 1967 legislation re-
lating to ratio of assessment was held to be unconstitutional by Idaho Supreme Court case "Idaho Telephone Co. v. Baird
et al."

STATE OF WASHINGTON,
DEPARTMENT OF REVENUE,

Olympia, June 19, 1970.
Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics of the House Com-

mittee on Interstate and Foreign Commerce, House Office Building,
Washington, D.C.

DEAR REPRESENTATIVE FRIEDEL : I wish to express for the record concurrence in
the position of the Oregon Department of Revenue in opposition to S. 2289, as
set forth in the letter of Director C. H. Mack dated June 16, 1970.
In addition to the points made by Mr. Mack, I wish to express one further

thought. I am not certain whether you have been previously advised of the
amendments of this bill proposed by the Multistate Tax Commission ( a copy of
these proposed amendments is enclosed herewith). The most vital of these pro-
posed amendments were not adopted by the United States Senate. I believe them
to be vital if legislation of this nature is to be enacted by Congress.

Sincerely,
GEORGE KINNEAR, Director.

Enclosure.

MULTISTATE TAX COMMISSION, EXECUTIVE OFFICES, KANSAS CITY, MO.

RESOLUTION

Whereas representatives of the Multistate Tax Commission have participated
in extensive discussions with representatives of the railroad industry during the
past several months for the purpose of seeking areas of agreement with respect
to Senate Bill S. 2289; and
Whereas the Multistate Tax Commission could not support Senate Bill S. 2289

as now written, but does recognize that the purposes of the bill, as understood by
the Multistate Tax Commission, have merit; and
Whereas it is felt that a statement of the principles to which both the Multi-

state Tax Commission and the railroad representatives can adhere would be
helpful to the Congress in rewording said bill into a form acceptable to both:
Now Therefore: The Multistate Tax Commission, in general session assembled

this 28th day of October, 1969 at Colorado Springs, Colorado, adopts the following
statement of principles for presentation to the Congress at this time with respect
to Senate Bill S. 2289:

1. The uniform assessment between carrier property and other property gen-
erally should be within each local assessment jurisdiction (i.e. county, city,
township, etc.) rather than within each taxing district.

46-7G8--70 10
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2. The basis of comparison with respect to assessment ratios should be between
transportation property and other taxable property generally, i.e., a policy de-
cision by a state to grant such partial exemptions as those for veterans, senior
citizens, homesteads, and "green belts", etc., should not be used to reduce the
ratio derived for other taxable property generally.

3. The "tax rate" should be the rate of tax on taxable property generally levied
by each taxing district, and not the combined levy of all taxing districts in
which the property is located.
4. A reasonable area of deviation in the average assessment level for other

taxable property generally be allowed before relief be granted under the bill.
5. In view of the stated position of the carriers that they have never supported

the bill in the hopes of using it to bring a pure valuation case in the federal
courts, the question of true market value of carrier property should not be a
subject for federal court action under the bill.

STATE OF FLORIDA,
DEPARTMENT OF REVENUE,
Tallahassee, Fla., June 19, 1970.

Re railroad assessment bill, S. 2289.
Mr. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics of the House

Committee on Interstate and Foreign Commerce, House Office Building,
Washington, D.C.

DEAR Mn. FRIEDEL: I am in receipt of a copy of a letter from Charles H. Otter-
man, Chief Counsel, State Board of Equalization of California to you as Chair-
man of the Subcommittee on Transportation and Aeronautics of the House
Committee on Interstate and Foreign Commerce dated June 12, 1970.
In this letter he emphasized several points relative to the above bill and sug-

gests some amendatory language to deal with the problems outlined.
This is to advise that the Department of Revenue concurs in Mr. Otterman's

objections and urges the inclusion of the suggested amendatory language to
correct those objections.

Sincerely,
J. ED STRAUGHN,
Executive Director.

PUBLIC SERVICE COMMISSION,
TAX DIVISION,

Little Rock, Ark., June 22, 1970.
Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics, Committee on Inter-

state and Foreign Commerce, U.S. House of Representatives, Rayburn House
Office Building, Washington, D.C.

DEAR MR. FRIEDEL: As Director of the Tax Division of the Arkansas Public
Service Commission, charged with the responsibility of assessing at the State
level all utility and carrier property, including railroads, motor carriers, and air
lines, I wish to recommend and endorse the amendments, Amendment No. 1,
Amendment No. 2, and Amendment No. 3 of S. 2289, as proposed by Mr. Charles
(Merman, Chief Counsel, State Board of Equalization, State of California.
I am in complete agreement With the idea expressed in paragraphs two and

three of Mr. Otterman's letter to you dated June 12, 1970.
It appears to me that the language suggested in the amendments proposed by

Mr. Otterman clarifies the expressed purpose of the Bill, and we sincerely hope
that these amendments will be adopted by your Subcommittee and approved by
the Congress.

Sincerely,
EARL BERRY,

Director, Tax Division.

Mr. PICKLE, The next witness is to be Mr. Nils Lennartson, presi-
dent of Railway Progress Institute. I understand that statement is to
be given by Mr. Ardon Judd. Is Mr. Judd here?
We welcome you to the committee. Are you prepared to give Mr.

Lennartson's statement.



STATEMENT OF ARDON JUDD, JR., IN BEHALF OF RAILWAY PROG-
RESS INSTITUTE; ACCOMPANIED BY JOHN KOENIG, JR., DIREC-
TOR OF PUBLIC AFFAIRS, RAILWAY PROGRESS INSTITUTE

Mr. JUDD. Mr. Chairman and subcommittee members, my name
is Ardon Judd. With me today is John Koenig, director of
public affairs of Railway Progress Institute. I am the Washing-
ton counsel for Dresser Industries, Inc. of Dallas, Tex., a division
of which is Dresser Transportation Equipment, whose president Frank
Bredimus is currently chairman of the Railway Progress Institute.
It is therefore with pleasure that I am here today to present the

statement of Nils A. Lennartson, president of Railway Progress In-
stitute, representing the views of that association on the legislation
pending before this subcommittee. I am appearing inasmuch as Mr.
Lennartson was unable to avoid a conflict with a previously scheduled
meeting of the governing board of Railway Progress Institute in
Chicago this morning.

STATEMENT OF NILS A. LENNARTSON, PRESIDENT, RAILWAY
PROGRESS INSTITUTE, PRESENTED BY ARDON JUDD, JR.

Mr. JUDD. The statement of Mr. Lennartson represents the views of
the national association of railway equipment and supply industry and
is as follows:
The Railway Progress Institute is comprised of nearly 200 mem-

ber companies of all sizes, located throughout the United States. Our
members provide railroads with locomotives, freight cars, components,
tracks, signals and many other kinds of equipment and services.
At RPI we wholeheartedly support the objective of your bill

H.R. 16245, and other proposals to prohibit discriminatory property
tax assessments on the property of common and contract carriers, as
an undue burden upon interstate commence. We urge approval in
your committee and in the House of Representatives of such legisla-
tion, which is similar to that passed by the Senate on January 30.
As railway suppliers we are particularly aware of the substantial

damage which discriminatory property taxes have inflicted on the
Nation's railroads in recent years. Such taxes have siphoned off mil-
lions of dollars which should and would have been spent on further
modernization and improvement of rolling stock, roadbeds, and other
railroad facilities.
Figures compiled by the Association of American Railroads show

that in the last 9 years alone, the railroads have been assessed more
than $900 million in excess local taxes. In one year, 1968, the over-
charge was $69 million.
This $69 million would have built five modern push-button elec-

tronic classification yards, each capable of classifying eight 100-car
trains every hour: Or it would have provided the customary clown
payment on 23,000 new freight cars or 1,400 locomotives. It would
have bought nearly 5,000 new freight cars outright in these days of a
freight car shortage.

This tax load was a heavy blow to an industry which had a net
return on investment after depreciation in 1969 of only 2.38 percent.
This compared with 2.44 percent in 1968 and 2.46 percent in 1967.
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These unfair taxes also hurt, as can readily be seen, the railroads'
, customers—the Nation's shippers—and their customers, too, the manu-

facturers, mining companies, farmers, wholesalers, retailers, and con-
sumers everywhere.
By reducing the funds available for modernization, these discrim-

inatory taxes greatly hampered the railroads in their efforts to improve
efficiency and cut costs. Many capital improvements—which certainly
are needed if the railroads are to fulfill their vital role in the future—
have had to be scaled down or delayed.
Shippers are made to suffer in several ways. Freight car shortages

have continued to plague farmers and manufacturers at various times
of the year. And day-to-day service has not improved as much as it
might have, if the railroads had been able to buy all the new and im-
proved, modern equipment that they need.
It is evident that discriminatory property tax assessments truly

•constitute an undue burden upon interstate commerce as well as on
the railroads themselves.
We believe that the railroads should pay their proper share of prop-

erty taxes in the municipalities where they operate. State, county, and
municipal governments are hard-pressed for tax revenue sources, we
know. But we feel strongly that the burden should be spread fairly
among all taxpayers and railroads not be assessed what the traffic
will bear.

Certainly Congress should not stand idly by while local taxing au-
thorities bleed the railroads with a double standard of taxation.
Passage by Congress of relief legislation will go a long way toward

remedying this inequity. The railroads are needed in the Nation's
transportation future. They should be given a fair tax break in order
to apply their resources in the best possible manner for that future—
in capital improvements and modern and efficient equipment. In the
long run, this will help all elements of the public and the Nation.
Mr. FRIEDEL. Thank you, Mr. Judd.
In your statement you mention freight cars and freight. I imagine

•the same thing would apply to passenger service, wouldn't it?
Mr. JUDD. Yes sir.
Mr. FRIEDEL. Air. Pickle?
Mr. PICKLE. I don't have any questions. I appreciate the gentle-

man's testimony. I thought he gave a good statement and I am glad
to have him before the committee.
Mr. FRIEDEL. Mr. Adams?
Mr. ADAMS. If railroad tracks are built through the middle of a

small town what is the basis for taxation that should be used? Should
it be evaluation of the strip of property that goes through the middle
of the town or is there more burden than that involved?
Mr. JUDD. I think such tax would have to be valued on a unitary

basis, taking into account stock and bond value and investment. But
if you would like a more detailed answer to that question, we will be
more than happy to submit one for the record.
Mr. ADAMS. I would. I would appreciate it. I don't know the basis,

but it seems to me there might be some different basis between a strip
of houses on 60-foot lots going through the middle of a town and a
strip of rail property 60 feet wide that goes through the middle of the
town.
Mr. FRIEDEL. Mr. Lanier, would you like to answer that question?
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Mr. LANIER. I might give an immediate answer rather than a
delayed one.
The answer, Congressman, is that in almost every instance railroads

are valued on a unitary basis. That is instead of taking a summary of
values of each parcel of land and each locomotive and each car and
so forth, the assessor's value the whole system, and they do it usually
by reference to the stock and bond value, market values, the net rail-
way operating income capitalized at an appropriate percentage. and
an investment figure.
They sum all these and then divide by the number of factors. This

gives the value of the whole railroad as a going concern. This is then
allocated to the States through which the railrad operates on factors
that differ from State to State. That value then is distributed through-
out the taxing units.
Mr. ADAMS. Within the State?
Mr. LANIER. Within the State.
Mr. ADAMS. In other words, a little town that has a railroad through

it is just given so much from a State allocation formula?
Mr. LANIER. That is correct.
Mr. ADAMS. On, say, its property tax?
Mr. LANIER. That is correct. In almost every State—I think Texas

is an exception where the property is locally assessed. But this, you
see, enables you to take into account the going concern value of the
railroad and put it in. Now how that will compare with the adjoin-
ing property depends on the adjoining property. Sometimes it may
be more, sometimes less.
But that is the method that is used.
Mr. FRIEDEL. We have a letter from Mr. J. Donald Durand, ,cren-

eral counsel for the Association of Oil Pipe Lines, Washington, D.C.
I would like to have that letter put in the record.
(The letter referred to follows:)

ASSOCIATION OF OIL PIPE LINES,
Washington, D.C., June 8, 1970.

Hon. SAMUEL N. FRIEDEL,
Chwirman, Subcommittee on Transportation and Aeronautics, Committee on

Interstate and Foreign Commerce, U.S. House of Representatives, 'Wash-
ington, D.C.

DEAR Mn. CHAIRMAN: Reference is made to H.R. 16245, which you introduced
on March 3, 1970, and to S. 2289, which has passed the 'Senate, 'both of which
are identical bills, on which your Subcommittee will hold hearings June 9, 1970.
These two bills would make it unlawful, as an unjust discrimination against and
an undue burden upon interstate commerce, for a state or subdivision thereof to
assess property owned or used by a carrier subject to economic regulation
pursuant to the provisions of the Interstate Commerce Act, at a higher rate
than all other property in the jurisdiction is assessed.
The Association of Oil Pipe Lines (AOPL), which is composed of substantially

all of the interstate common carrier oil pipelines in the United States subject
to economic regulation by the ICC under Part I of the Interstate Commerce Act,
supports this proposed legislation because we believe it is based on considerations
of 'fairness and justice and that it is needed to protect against inequitable taxa-
tion of the property of interstate carriers as compared with the taxation of
locally owned property. Responses from our membership indicate an ever in-
creasing interest in and support for this legislation. Accordingly, AOPL urges
your 'Subcommittee to act favorably on H.R.16245 and S. 2289.
It is respectfully requested that this letter be included in the printed record

of the hearing on this legislation.
'Sincerely,

J. DONALD DURAND,
General Counsel.



Mr. FRIEDEL. Our next witness is Mr. Frank A. Smith, vice presi-
dent of research, Transportation Association of America. Mr. Smith.

STATEMENT OF FRANK A. SMITH, VICE PRESIDENT—RESEARCH,
TRANSPORTATION ASSOCIATION OF AMERICA

Mr. SMITH. Mr. Chairman, I have a relatively short statement, but
I would like to submit it for the record and just hit a couple high-
lights that I feel may add to or supplement the views of others.
•Mr. FRIEDEL. The full statement will be included in the record.
Mr. SMITH. My name is Frank A. Smith. I am vice president of

research of the Transportation Association of America. I am appear-
ing today in support of S. 2289 and H.R. 16245.
The TAA is a national transportation policy organization composed

of transportation interests of all types, which includes users, investors,
and carriers of all modes. I want to stress this point because this par-
ticular legislation—while on the surface it may appear to be and is
predominantly of impact on the railroads—is of considerable interest
to all other transportation interests. They are in agreement in support
of this legislation.
We have in TAA gone through formal policy consideration of the

basic principle behind this legislation and I can say that our investors,
our users, and all six carrier modes are unanimous in its support.
Moving over the bottom of page 2, I just want to stress again that

while the main impact has been shown to be on railroads this is of
concern to oil pipelines, as a previous statement from Air. Durand
brings out. Common and contract motor carriers—I understand the
American Trucking Association will submit a supporting letter—and
•other carriers, are also concerned.
We feel that unless legislation such as this is made into Federal

law, there will be a steadily growing pressure at the State and local
level for more tax revenues, which will result in far more widespread
tax discrimination against transportation property of interstate car-
riers. This could carry over to other modes.
On page 4, second paragraph: We believe that S. 2289 represents

-a reasonable solution for all parties. Interstate carriers would be given
a direct, simpler, and far less costly means of dbtaining relief through
the Federal courts from discriminatory property taxation. While
such carriers stand to gain initially from such legislation

' 
the savings

should eventually be passed along to their customers in the form of
better service or lower rates, and to their financial supporters through
more profitable operations.
In conclusion, on the last page: TAA believes that the States have

had ample time to eliminate discriminatory treatment in this tax area.
The passage of S. 2289 should expedite correction State action and
provide a means of relief if such action is not taken promptly.
The many interests within TAA are thus united in their support of

this bill and we urge favorable action on it by your subcommittee at
the earliest possible date.
Thank you, Mr. Chairman.
(Mr. Smith's prepared statement follows:)
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STATEMENT OF FRANK A. SMITH, VICE PRESIDENT—RESEARCH,
TRANSPORTATION ASSOCIATION OF Am ERICA

My name is Frank A. Smith. I am Vice President-Research of the Transporta-
tion Association of America and am appearing before your Subcommittee today
on behalf of the TAA Board of Directors in support of S. 2289, and H.R. 16245.
These identical bills make it unlawful—as an unreasonable and unjust discrimina-
tion against, and an undue burden on, interstate commerce—for a state to assess
or tax on a discriminatory basis the transportation property of common and
contract carriers subject to economic regulation under the Interstate Commerce
Act. S. 2289 would prohibit the assessing or taxing of such property on a higher
basis than other real property in the same taxing districts. It would also provide
a means by which such carriers could go into the Federal district courts, if
necessary, to seek relief against such discriminatory practices.
The Transportation Association of America is a national transportation policy

organization composed of transportation interests of all types who work together
to help develop and maintain sound national policies in the transportation field.
Policy positions, prior to final vote by the 115-member TAA Board of Directors,
are first studied carefully by eight permanent Panels composed of approximately
350 leaders from user, investor, air, freight forwarder, highway, oil pipeline,
rail, and water carrier fields respectively.

It should be emphasized that all eight of these TAA Panels recommended
favorable action by the TAA Board on a policy proposal that covers the two
basic principles incorporated into S. 2289, which are as follows:
"The discriminatory taxation of property of interstate common carriers should

be declared unlawful by the Congress as an unreasonable and unjust burden
on interstate commerce."
"Provision should be made whereby an interstate common carrier can seek

relief through the Federal district courts from any such discriminatory tax
practices at the state or local level."
The above policy statement has been formally approved by the TAA Board,

and while it refers to interstate common carriers only, we recognize that ICC-
regulated contract carriers are faced with a similar problem and thus support
the inclusion of such carriers, as has been done in S. 2289.
This long-needed legislation should correct a problem that has been recognized

by impartial researchers over a period of at least 25 years. As far back as 1944,
the Board of Investigation and Research labeled discriminatory property taxation
practices as "probably the most significant of the railroad tax grievances". The
special national transportation policy study group for the Senate Commerce
Committee reported, in 1961, that no noticeable improvement had taken place
and called the discriminatory practices "studied and deliberate".

Periodic studies during more recent years show that these discriminatory tax-
ation practices have continued, despite repeated attempts by affected carriers to
seek relief at all levels of government—local, state, and Federal.
While interstate transport carriers with fixed rights-of-way—such as railroads

and pipelines—are particularly vulnerable to the application of such discrimina-
tory taxation practices, other interstate carriers are likewise seeing their termi-
nals and operating equipment assessed or rated at levels higher than other real
property in the same taxing districts.
As brought out in hearings held before the Senate Commerce Committee, the

railroads alone were assessed more than $800 million in discriminatory property
taxes over a recent seven-year period. It was shown further that 21 states were
discriminatorily taxing railroad property to the amount of more than $71 million
a year and that this exceeded by 44 percent the amount the railroads would have
had to pay if their transportation property had been assessed on the same basis
as other real property.

While similar statistics for other carriers are not readily available, it has
been estimated that the seven-year total could have approached $1 billion if
discriminatory taxation of property of oil pipelines, common and contract
motor carriers, motor bus companies, water carriers, and freight forwarders
were added.
We sincerely believe that unless legislation such as S. 2289 becomes Federal

law, the steadily growing pressures at the state and local levels for more tax
revenues will result in far more widespread tax discrimination against transpor-
tation property of interstate carriers. We feel this will take place because of the
greater vulnerability of interstate carriers to such practices, as opposed to busi-
nesses more closely associated with the local tax districts. Moreover, the inter-
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state carriers cannot abandon their rights-of-way and terminal facilities without
serious hardship and considerable cost, and some may even be prevented from
taking such action without specific clearance from regulatory authorities.
Even though some relief has been obtained at the state level, the over-all results

have been very disappointing. At present, Federal statutes prohibit U.S. district
courts from enjoining, suspending, or restraining the assessment, levy, or collec-
tion of any tax under state law where a "plain, speedy, and efficient remedy"
may be had in the state courts. This means that interstate carriers must usually
first seek relief at the state, and possibly local, level before appealing to the
Federal courts. Procedures currently followed at the state and local levels—
despite the "plain speedy, and efficient" criterion—can be described more
accurately as difficult, time consuming, and generally unproductive.

Carriers often have to take legal action in separate county or city courts.
In many states, carriers must bring suit against the tax-collecting, rather than
tax-assessing, body, which means they must bring suit in every county of the
state in which they have property that is being unfairly assessed or rated.
As could be expected, state courts are very reluctant to overturn the action
of the local or state assessing body, and these courts usually exert every effort
to sustain the tax administrators.
Even where state courts have voided discriminatory tax assessments on

interstate carriers' transportation property—usually because they conflict with
applicable state laws or constitutional provisions—such action is often overcome
by the state legislators. This is accomplished by classifying carrier property
in a separate category from other taxable property and applying a higher
tax rate, a practice that has been uphold by the U.S. Supreme Court. There
is a definite trend toward this practice.
We believe that S. 2289 represents a reasonable solution for all parties.

Interstate carriers would be given a direct, simpler, and far less costly means
of obtaining relief through the Federal courts from discriminatory property
taxation. While such carriers stand to gain initially from such legislation, the
savings should eventually be passed along to their customers in the form of
better service or lower rates, and to their financial supporters through more
profitable operations.
While state and local tax authorities would be faced with possible losses in

tax revenues, these should not be excessive—no higher than 2 percent based
on estimates made at previous congressional hearings on similar legislation.
It should be emphasized that interstate carriers are not asking for relief from
their fair share of the property tax burden, but only for relief from discrimi-
natory property taxes.

S. 2289 would outlaw only the excessive portion of any property tax based
on discriminatory assessments or tax rates. It also would apply only to the
transportation property of interstate carriers, and not general real estate
holdings, hotels, mines, oil fields, or any other non-transport property. This
bill provides remedial relief only; that is, it may result in the removal of the
discriminatory portion of the tax provided the carriers prove their case in the
Federal court. The basic taxation powers of the states will not be affected so
long as the states accord equal tax treatment to interstate carriers. Finally,
the states will still be permitted to classify property for tax purposes—such as
real and personal—but will no longer be permitted to apply different tax
rates within the same classification. In other words, they would no longer be
allowed to apply a 60 percent tax rate on railroad real property assessments while
applying 40 percent or less on other real property assessments in the same
taxing districts.
As to the constitutionality of S. 2289, we believe this has been clearly sup-

ported by the detailed analyses of Professors Paul H. Sanders and Paul J.
Hartman of Vanderbilt University, both recognized experts in this field of law.
We believe the states have had ample time to eliminate discriminatory treat-

ment in this tax area. Passage of S. 2289 should expedite corrective state
action and provide a means of relief if such action is not taken promptly. The
many interests within TAA are united in their support of this bill and we
urge favorable action on it by your Subcommittee at the earliest possible date.

Mr. FRIEDEL. I want to thank you, Mr. Smith. On page 2 in your
third paragraph you said, "Periodic studies during more recent years
show that discriminatory taxation practices have continued despite
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repeated attempts by affected carriers to seek relief at all levels of
government—local, State and Federal."
Can you elaborate just a little on that?
Mr. SMITH. One of the major studies made on this was in the Doyle

report back in 1960 and, of course, this legislation has been considered
on numerous instances and in each case the Association of American
Railroads has submitted a revised analysis of the States' practices in
this area.
So basically that is what I was referring to.
Mr. FRIEDEL. Have any of the States come around?
Mr. SMITH. My understanding is that a number of the States, are

coming around, as the gentleman from California indicates. In several
other States, I am certain the trend is at least in the right direction.
But there still are obviously many States that still are not on what we
consider the right track.
Mr. FRIEDEL. I want to thank you, Mr. Smith.
Mr. Adams?
Mr. ADAMS. Mr. Smith, the previous gentleman just described a

unitary taxing system under which tax revenues are allocated to the
various components of State government. Are you opposed to that?
Mr. SMITH. I would not feel qualified to answer a question on the

technicalities of the taxing method. If it is on an equitable and fair
basis, I would say we would support it.
Mr. ADAMS. The difference, of course, is that in your statement—

you mention in here several times real property taxes or personal
property taxes. And Mr. Lanier indicated to me that what you have
is that a railroad running through a small town is taxed on the basis
of its value, which would be different than any other house or barn or
anything else that is in the area, and then you allocate down.
As long as that is fair, do you have any objection to that system?

Because I do not know how a local tax assessor would otherwise place
a value on a right-of-way that is, say, 60 feet wide and runs through
the middle of a small town as compared to the other houses around.
Mr. SMITH. The way I understand, there is a distinctive difference

between real property and personal property, and as I understand it,
what we are trying to do is say in the real property category that there
would be egualization of treatment.
Now, within that category I would say we would support any

type of equalization, but I do not feel qualified as a tax man to say
whether it is unequal treatment in that particular area.
Mr. ADAMS. In other words, the fact that nobody else has a right-

of-way 60 feet wide that will divide a city in half, you are not—I am
just trying to get from you what you think, what type of valuation
should be put on that piece of real property as opposed to a strip of
houses that are 60 feet wide that go through a whole city, but both
don't break it up and have certain rights-of-way through it.
Mr. SMITH. I can personally see a difference. All I can say, as a

broad policy group we would not get into the details, the technicalities
of assessing practices.
Mr. ADAMS. You mention in your statement that you have some

questions as to whether or not it would be right to place transporta-
tion property in a separate category by the State and then apply a
tax on it.
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Mr. SMITH. That is correct.
Mr. ADAMS. What I am asking you is, isn't that necessary? I am in

agreement with the idea of let's get this equal, but I do not quite see
what you have in mind if you do not put it in a separate category.
I can't think of anything else that a local tax assessor, city, county or
State, could do with a railroad, particularly I mention a railroad. I
am sure this distinction would apply to other modes of transportation,
and they should be placed in a different category than the other real
property.
Mr. SMITH. It would be different in valuation method, but not from

the constitutionality of the uniformity of taxation. I say I would be
glad to look into this, because I am certainly not qualified to answer.
Mr. ADAMS. I have read these statements and I am trying to get at

what it is that you want to do. I will give you a very simple example.
You have a railroad track that runs through the middle of three small
towns in my area. And it goes right through the middle of town
stopping the traffic and everything at various points.
I cannot remember the width of the right-of-way, but let's say that

it is 100 feet wide. And it has two tracks, four tracks and it has the
siding on it and there it sits. It goes through the town.
On each side of it are a series of houses on 100 feet wide lots which

go across the town. There are streets which go across the town and into
the business district and there are a series of four or five business
houses which are on 100 feet wide lots and go across the town.
Now, on those squares of property I just don't know how you pro-

pose to assess that piece of railroad property which is vacant except
for the rails that are on it, gravel that is at the side, but it is continuous.
It splits the town. It is invaluable for railroad purposes and nobody
else is going to have the right to such an unrestricted section going
through the town.
I want to know is there some right for the city to say that the 100-

foot wide by 100-foot section of that is worth more than 100 feet of
residential property by 100 feet that a man has his little house on?
Mr. SMITH. I would be happy for Mr. Lanier to take a crack at it.
Mr. ADAMS. I don't know whether he favored this unitary system or

not. That sounded pretty good to me.
Mr. LANIER. You are talking about valuation.
Mr. ADAMS. His statement is all directed toward real property tax-

ation. And if you get into personal property taxation, you and I both
know you have an immense problem, because you have locomotives and
cars all over the Nation and trying to tax this thing is pretty hard.
Mr. LANIER. On the valuation—this bill would not deal with valua-

tion being standard. The standards and methods of valuation that any
State wishes to use would be totally unaffected by this legislation.
The short answer, if I may give it this way, and I think it will be

clear, is that for valuation purposes different kinds of property put
to different uses do require different methods of valuation. And the
method of valuation applied to a railroad is quite different from that
which is applied to a residence, a farm, factory, whatever it may be.
And that is appropriate because it is the way to get at the real value.

There is nothing in this legislation—and we have no brief here to
alter that—it is only in the area of equalization of the computed value
that this legislation speaks. That is where our problem is.
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Mr. ADAMS. On page 2 of the bill it says, "The assessment"—which
is what the tax collector comes in on—"for purposes of a property
tax"—and that is all I am talking about here now—"owned or used
by a common carrier at a value which bears a higher ratio to the true
market value of such transportation property than the assessed value
of all other property in the assessment jurisdiction in which is included
such taxing district and subject to a property tax levy bears to the
true market value of all other such property."
That appears to me that you are taking into account both valuation

and assessment.
Mr. LANIER. I think I can answer it this way.
Without regard to this legislation, assuming it is enacted, without

regard to it the assessing authority for the railroads puts a value—a
fair market value; true market value, the words means the same—on
that railroad property and the local assessor in the towns you refer
to puts a true market value on the residences. After that is done, this
bill would come into play.
Mr. ADAMS. But that help could not—if, for example, vacant prop-

erty in that area with no buildings on it was assessed at, we will say,
100 by 100 lot, would be assessed at $5,000—with a building on it, of
course, valuation is going up—so then if your railroad property was
assessed at more than that, under this bill—this is what I am asking
you—I think you probably would have an automatic lawsuit that
would say the value of a piece of real property with two rails on it and
no other improvements should not be any higher than either vacant
property plus the value of the rails.
Unless, of course, you are using this unitary system that you men-

tioned which would take into account a lot of other factors, and since
Mr. Smith is talking about real property and assessment and the bill,
I am just asking you how it works.
Mr. LANIER. Let us assume that the vacant lot is assessed at $5,000.

That is the fair market value of that lot. Now, in Washington the
equalization ratio is 50 percent.
Mr. ADAMS. In Washington it is 50 percent. There is a fight going on

because nobody is assessing at 50 percent. In some counties it is 20 and
in others it is 32 and in others it is 56. If you have a lot of lumber in
a particular county, a lot of trees, you get a low assessment rate—
Mr. LANIER. Let's take the 50 percent then, so that that vacant lot

actually carries a tax on $2,500. Now let us assume that a portion of
the right-of-way of the railroad equivalent in area in that town to the
vacant lot carries a value, fair market value determined by the State
assessing authority of $20,000, if it is equalized at 50 percent, the tax
goes against only $10,000. That is all this bill requires, and that is all
we ask for.
Because we are speaking in terms of uniformity of the equalization

ratio, not uniformity of the result in dollars of value or in dollars of
tax, but only that once the fair market value is determined, the
equalization ratio will be the same. And since you would have a 50-
percent ratio in each instance, we would have absolutely no com-
plaint and no grounds for complaint.
Mr. PICKLE. I am concerned about this assessment jurisdiction

problem and values also. You had mentioned earlier that my State of
Texas taxed this property on a local basis rather than on a State basis.
Mr. LANIER. That is my understanding, Congressman.
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Mr. PICKLE. I am reading here in the report of S. 2289. Maybe
this answers our question.
Mr. LANIER. What page?
Mr. PICKLE. On page 4 about line 12 or 15. "In most States the

property is assessed by State agencies while property of others is
assessed by local agency"—as in my case in Texas. "As a result, any
given piece of property may be located in two assessment jurisdictions. 

iThat s State and locally. The fact raises the question of which assess-
ment jurisdiction shall be used for the purpose of comparing assessed
value of carrier property with that of other property.
"The committee believes that the resolution of that question is a,

function properly to be performed by courts upon consideration pre-
sented to it in the case before it."
Then it goes on to talk in terms of assessment jurisdiction. I assume

what the Senate was attempting to say was that when they talk about
assessment jurisdiction, they had hoped that the language listed on.
page 2, line 22, in terms of definition of "transportation property, as-
sessment jurisdiction" and "all other property' would be a means of
determining this problem.
Now, does this answer the problem or is there still a question? Do

I have a problem in my own State about taxation locally?
Mr. LANIER. No, sir • you do not. The problem this language refers

to would be one in which railroads were—unlike in Texas—assessed by
the State Department of Revenue, whereas your individually owned
property was assessed by your local assessor.
Now, let us assume that throughout the State the average of all

of the equalization ratios are prevailing in the State. Take Mr. Adams'
example of differing ratios from county to county. Let us assume that
average was 50 percent whereas the equalization ratio in one county
was 25 percent.
Each one of those, the county and the State, is an assessment juris-

diction because the county assesses local property and the State assesses 
irailroad property. This s intended to say that which of those ratios is

used, the statewide average or the county ratio only, is a matter that the
Senate committee at least felt could not and should not be resolved in
the bill. In fact, you get into it in litigation and even conversation and
negotiations with the administration, whether to use a county-by-
county ratio or to use a statewide ratio.
And there are arguments that are in favor and against either one.
Mr. PICKLE. But under the Senate measure in most instances if

litigation came about, the suit would be against a State for the assess-
ment of whatever value they might put on it?
Mr. LANIER. That is correct.
Mr. PICKLE. But in my particular case if litigation was brought

about, it would be a suit by the railroad company against X county
or city. So in a lot of States it would just be a State action. In my
case it might be hundreds of different places where these suits could
be brought.
Mr. LANIER. But the only assessment jurisdiction in your case

would be the county. There would not be any problem about any
conflict because you only have the one assessment jurisdiction relative
to that particular property.
Mr. FRIEDEL. I want to thank you very much, Mr. Smith and

Mr. Lanier.

ike#
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The committee now stands adjourned.
(The following letters were received for the record:)

MID-WEST ADVISORY BOARD,
Chicago, Ill., April 7, 1970.

Hon. HARLEY 0. STAGGERS,
Chairman, House Committee on Interstate and Foreign Commerce,
House Office Building, Washington, D.C.
DEAR MR. STAGGERS: The industry and carrier members of the Midwest Advi-

sory Board supported wholeheartedly the intentions of Senate Bill 2289, prohibit-
ing Discriminatory Taxation of Transportation Property, and now under con-
sideration by the House of Representatives (HR 16245, HR 16251, and HR
16316). Laws and taxation must be applied without discrimination.
In reviewing records of past considerations by Congress, it is a shock to learn

of the discriminatory practices of the various state taxation bodies. It is a
further financial drain on the railroads to file thousands of little legal actions.
The imperfections of human nature would make it difficult to remedy the

situation at local levels, and we feel that there must be national guidelines to
prescribe equality.
This then is our appeal, help our transportation agencies in their efforts to

attain fair and equitable taxation of their properties.
Sincerely yours,

HAROLD S. DALZELL,
Second Vice President and Legislative Chairman.

AMERICAN TRUCKING ASSOCIATIONS, INC.,
Washington, D.C., June 8, 1970.

Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Surface Transportation, Committee on Interstate

and Foreign Commerce, U.S. House of Representatives, Washington, D.C.
DEAR Mn. CHAIRMAN: On behalf of the nation's trucking industry we wish to

express our support for the legislation on FI.R. 16245 and S. 2289, which would
declare unlawful, and an undue burden upon interstate commerce, the assess-
ment of property of any common or contract carrier subject to economic regula-
tion by the Interstate Commerce Commission which bears a higher ratio to its
true market value than the assessed value of other property subject to the same
property levy.
The expanding demands for transportation services, by all modes, are re-

quiring growing investments in terminal and other properties. This legislation
is essential to assure the regulated transportation industries of fair and im-
partial treatment in the taxation of these properties.
During the 89th Congress legislation similar to H.R. 16245 and S. 2289 was

introduced but it covered only the property of common carriers. This, of course,
was highly inequitable as it ignored the existence of the contract carriers and
the similar problems they would have in this area. The current bills, of course,
cover both common and contract carriers and we wish to reiterate our position
that the language "common of contract carriers subject to economic regulations
pursuant to the provisions of the Interstate Commerce Act" remain in the bills
as an indication of the carriers to be covered.
We respectfully request that this letter, setting forth our position, be made

a permanent part of the record.
Very truly yours,

W. A. BRESNAHAN,
Managing Director.

THE NATIONAL INDUSTRIAL TRAFFIC LEAGUE,
OFFICE OF THE EXECUTIVE VICE PRESIDENT,

Washington, D.C., June 8, 1970.
Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics, House Committee

on Interstate and Foreign Commerce, Washington, D.C.
DEAR CHAIRMAN FRIEDEL : Your Committee is presently holding hearings on

H.R. 16245 and similiar bills, to amend the Interstate Commerce Act, as amended,



142

in order to make unlawful, as unreasonable and unjust discrimination against
and an undue burden upon interstate commerce, certain property tax assessments
of common and contract carrier property. The National Industrial Traffic League
strongly supports H.R. 16245 and urges early and favorable consideration.
The National Industrial Traffic League is a voluntary organization of shippers,

shippers' associations, boards of trade, chambers of commerce, and other entities
concerned with rates, traffic and transportation. The members of The National
Industrial Traffic League are located throughout the United States, consist of
enterprises, large, medium, and small, ard use of all modes of transportation by
land, sea and air. Carriers are ineligible for membership in the League.
The League has long advocated legislation which would prohibit discriminatory

assessment of carrier property for purposes of state and local taxation, in the
same manner that Federal laws now limit the power of states to burden interstate
commerce indefinitely by the imposition of unremunerative rate levels in intra-
state freight rates.
The League wholeheartedly supports the purpose of the pending bills which

would eliminate the long standing burden on our national transportation system,
arising out of discriminatory state and local taxation of interstate carrier
property.
The League is opposed to discriminatory taxation against interstate carriers

by the several states both as a matter of principle and as a matter of practical
economics. Were the carriers to continue to be burdened by discriminatory taxa-
tion, ultimately the brunt of this will be borne by the shippers and consumers of
the Nation. The League has been deeply concerned at the increases in rates and
charges for carrier services with which the shippers and consumers have been
confronted in recent years. We see no justification for imposing upon the carriers,
and ultimately upon the shippers and receivers of the Nation, the burden of
discriminatory taxation.
This has been the subject of discussion, both in the Congress and elsewhere, in

past years. The time has come to take action to solve this problem and bring about
equality of taxation by the states of the property of interstate carriers and all
other tax payers.
We appreciate this opportunity to present the views of The National Industrial

Traffic League on this important legislation and urge the Subcommittee on Trans-
portation and Aeronautics to take favorable action on H.R.. 16245.

Respectfully submitted.
L. J. DORR,

Executive Vice President.

Hon. SAMUEL N. FRIEDEL,
Chcarman, Subcommittee on Transportation and Aeronautics, House Interstate

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

DEAR MR. CHAIRMAN: H.R. 16245 and related bills now being considered by
the Transportation and Aeronautics Subcommittee of the House Interstate and
Foreign Commerce Committee would make it unlawful for a State or subdivision
thereof to assess property owned or used by interstate carriers at a higher rate
than other property in the taxing district.
The National Association of Motor Bus Owners represents motor carries of

passengers which provide over 90 percent of the intercity bus transportation in
the United States. Our industry has not been materially and adversely affected
by discriminatory State and local property tax assessments. Such discrimination,
in our opinion, is not fair, equitable, or justifiable. Accordingly, this Association
wishes to be shown as favoring the objectives of H.R. 16245.
It is respectfully requested that this letter be included in the printed record of

the hearings on the bill.
Sincerely yours.

NATIONAL ASSOCIATION OF MOTOR Bus OWNERS,
Washington, D.C., June 9,1970.

CHARLES A. WEBB,
President.
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CONGRESS OF RAILWAY UNIONS,
Washington, D.C., June 12, 1970.

Hon. SAMUEL N. FRIEDEL,
Chairman, Committee on House Administration,
House of Representatives, Washington, D.C.
DEAR MR. CHAIRMAN: Speaking in behalf of the Congress of Railway Unions

I respectfully request that we be recorded in support of your bill H.R. 16245 and
similar measures on which the subcommittee held hearing on Tuesday, June 9,
1970.
The railway employees whom we represent strongly favor elimination of the

discriminatory taxing policies followed by certain state governments and sub-
divisions of state governments to the disadvantage of railroads and other common
carriers. These discriminatory taxing policies constitute an undue burden on
interstate commerce, and in our view are properly subject to corrective action
by federal legislation.
We urge that your committee take favorable action on the pending bills at an

early date.
Respectfully yours,

DONALD S. BEATTIE,
Executive Secretary.

STATE OF MARYLAND,
STATE DEPARTMENT OF ASSESSMENTS AND TAXATION,

Baltimore, Md., June 17, 1970.
Re S. 22%.
Hon. SAMUEL N. FRIEDEL,
Chairman, Subcommittee on Transportation and Aeronautics, House Committee

on Interstate and Foreign Commerce, House Office Building, Washington, D.C.
DEAR SAM: I tried to reach you this afternoon by telephone and was told by

your Miss Justice that you were on the floor of the House, but that she wouldgive you a message to call me at your first opportunity.
I am very much interested in S. 2289 as it relates to requiring a comparison of

transportation property with all other property, and that the definition of "all
oher property" contained at page 3, lines 8 to 10, is so explicit as to prevent ex-
cluding from such comparison any property other than agricultural and timber
property. As you know, the Maryland Constitution permits classification ofproperty for tax purposes, and our Legislature pursuant to this authority, hascreated many different classifications of property. If the comparison is to bemade, then for the sake of equality it should be between transportation propertyand all other commercial or business property. I don't think the tax on a trans-portation property should be compared to a tax on a bank, trust company, orfinancial institution, or an ad valorem tax on intangibles, because the propertiesare unrelated, and are not susceptible to comparison. To accomplish the above, Iam enclosing suggested Amendments to S. 2289.
I sincerely hope that you and your Subcommittee will give serious consider-ation to making S. 2289 more explicit in this respect, thereby avoiding the pos-sibility of creating a tax preferential treatment for transportation property.I know you are tremendously busy at this time, taking care of your duties inWashington, and conducting the usual biennial campaign for reelection, but I dohope you will find time to discuss this matter with me briefly on the telephone.Very truly yours,

ALBERT W. WARD,
Director.

SUGGESTED AMENDMENTS TO S. 2289 AS PRINTED FEBRUARY 2, 1970

AMENDMENT NO. 1

On page 3, strike out lines 8 to 10, inclusive, and insert:
Interstate Commerce Act on the basis of an assessment ratio which is higherthan the general average assessment ratio prevailing in the assessment jurisdic-tion for other commercial property subject to a property tax levy in proportionto its value; (b) the collection of any
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AMENDMENT NO. 2

On line 21, strike out "any other" and insert: other commercial

AMENDMENT NO. 3

On page 3, strike out lines 8 to 10, inclusive, and insert:
c) The term 'other commercial property' means taxable property, real or

personal, used primarily for business purposes other than for the purposes of
agriculture or the growing of timber.
"(d) the term 'assessment ratio' means the ratio of assessed value to true

market value of property, as those values are established by an assessing officer
or agency in the process of assessing property for taxation according to value.
Where a State agency periodically determines and promulgates general average
assessment ratios for the several assessment districts of the State, those de-
terminations shall be prima facie evidence of the general average assessment
ratios of the respective assessment districts.

(Whereupon, at 11 :45 a.m. the subcommittee adjourned.)
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