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liams of Michigan and |t Oberie of Hhoois o ox-
arine and report as te the methods of taxation as
respects railtoads and railroad seodriies then i vogie
i the varions stafes of the Urden, as well as o the
Searions commtries, aml to teport a plan for an equita-
Ble and uniform system for such taxation. These

commissioners issted a circular and interrogatories n
relation o the matter, which was sent to all the state
executives, to a large pumber of ratlroad corporations
and i0 3 mwpher of foreien couniries. The rephies are
printed i fall as part of the repon of the cowmmnttes,
stes i ouse oadl the
t the

and a compendium of the

states of the Unien was preparved. In their repos
comnmiftee said: “The comclusions reached by the come

wmittee as g result of thelr nvestigations can be vory

stern of

bricfly stated. The requisites of o correct

i, so far

railroad as of other taxation sre that it sh

3

as it is possible, be simple, fixed, proportionate. e iy

ascertainable and susceptible of ready levy
The conclusion at which your commitice arrived was
that all the requisites of o sound systen wers fotmud
in taxes on real property and on gross receipts, and 10
no others.”  The committee proposed that the real es-
tate outside of the right of way should be locally as-
sessed exactly in the same way as uther real estate.
Bevond that a certain fised percentage showkd be as-
sessed on the eniire earmings of the corporation, asnd
this should be in liew of all forms of taxarion upon the
Cproperty of the corparation and apow its securiiies.
The entive burden shoald be inposed i one limp on
the corporation, awd levied directly. The cotnmitiee
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proposed that when g radlroad iz only mopart in one
state the rax sheald be appostiomed in proportion 1o
mnleage.

The committes discossed various Torms of Laxabion
and condermned the law of Massachuseits as it then
and satd 0 “Cluresy and deverd of scieniithe menit,

chiseits

as it wguestionably is. however, the B
systern would scem to be preferable 1o that soll in pse
i New York, concerming which the state assessors,
in their annmal repott for 1873, expressed the apinion

that uncler 2t there was no aniform role for any road

i any county, each asseszor being governed entirely
by his owin views.” T certan fowns the raldroads ap-

pear to pay about onc-third of the entive taxes, while

the asses

I owaluztion an 878 earied from $400 per
mile to $roo por rad, The hifevence w the assess-
ment of the New York Central and Huodson Kiver
road, whers for all purposes that ithe road can be used
it s of the same value to the commpany, 13 $20,000 por

sile, To short, o s scarcely an ¢

ggeration {0 say
that the assessments are as unlike as the complexion,
tempermnent and disposition of the asscssors.” It does

not peed 10 be puosnied out that a svstent such as this,

amd 1t 1g the svstem i omost general vse, compels the
corporations in seli-defense to an active participation
i local politics, ndeed, it s not tos much to say that
echion.”

The New York s
demued, remains unchanged 1o this dav, though sup-
plerenied by other taxes, Ooe rwlrosd pu the state of,

ste, which is so severely con-
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New York, which has b no means the largest niile-
age, pays more than 1,000 separate tax bills every vear,
and ail the railroads have constant trouble with local

assessments and :

re obliged to keep track of an onor-
mens sunber. This is an ebvious waste of effort and

souree of demoralization,

Gross Earnings Tax Urnjust

Projcssor Fdwin B AL Seligman, in bis work on
The Taxation of Corporations,” speaks of the inade-
quacy and practical failure of the weneral  property
tax. He speaks of the gencral property fax as ap-
plied to railroad and other public service COFPUTATLONS
as prindtive, ancqual and as furnishing an meentive

to dishonesty,  The only systom now. i use i any

Ameriean state which he commends is that emploved

in Connecticnt, that is, measuring the tax by the mar-

Let valie of the stock plus the indebtedness in the
i

proportion that ihe mileage in the state beats 10 the

total mileage, the assessment of course being made by

one single board.  Professor Seligman makes a very
strong and T think conclusive argument against the
gross earnings tax as econotnically unsownd and le-
eally invalid, He speaks of the repori of the Rwl-
road Tax Commission, from which 1 have already
quoted, with mush respect, but savs of the gross earm-
ings tax which they recommended. that while it pos-
sesses many undeniable advantages, it has a fatad de-
fect, “I 38 not proportional to the real earfing capac-

ity, it {akes no account of cost, nor does i pay any
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regard to the cxpenses which iy he aecessary and
just. 7% OF two corporations which have
cquadly large gross receipts, one may be i a maiuraliy
disadvantageous position which ivereases tnduly the

cost of operation or management, Clearly its ability

s than that of the rival company n pos
My

ipts tax, bt recogoi:

o pay is lo

session of patural advantage ligman argues

in favor of 3 net re - (hat there

are certaln dan

cers connected with this plan.

A New WMethed Proposed for the Taxation of Pubiic
Service Corvporaticns.

| think all the objections that can be raised agains

the pei receipts ax can be obviated by sy the

tax in p similar manner to the United States infernay

revenme law of 1354, The tax was tmposed on all div-

idends and all interest. in framing such a law for the

wse of any state it would be necessary to nse all divi-
derils and interest simply as a measure of the tax,

The tax could not be imposed directly upon the deve

depds and the interest, or we should meet the same
difficulty as that experionced by Pennsylvama in its
attemipt to tax forcign beld bonds. This difficulty 1s
entirely mef by using the dividends and interest e
an andebtedness simply as the measure of the tax
upon the eorporate property within the state, For the
purpose of llustration 1 have made a cennputation
from the data contained i the report of the New
York Railroad Compission, and © find that the total
paxes of alf Kinds paid i all states by the steam sur-
face: railronds veporting to the rafroad commission in
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the state of New York amowmnt to shightly less than
I5 per cent of the total disbursements of these roads

on account of interest and dividends, When the prop-
erty of a railroad or other public service corporation
s situated i omore than one state, the lax nust be

apportioned om the mileage basis now i common use.

The real estaie owned by puablic service corpora-
tions, when not used i the operation of the public
service, should DLe subject w local taxation by the
sane methiod and to the same extent as other real es-
tate. The revenue derfved from taxing the corporate
property as oounit should be distributed (o the tax dis-
tricts 1 which the corporation carries on its public
service m proportion io ihe length of s tracks, in-
cluding brauches, sidings and switches within those
chsiricts.

Let us brefly consider some of the advantages of

this manner of taxing all public service corporations.

If the taw on ali the corporaic properiy is measurcd
by the dividends amd interest paid. the corporation has
emily ome assessing bourd do deal with, and that as-
sessing board has purely mimsterial functions to per-
form, It sseertains the amount of dnterest and divi-
dends pand, a matter which cannot be concealed, and
performs @ siople sum e multipheation. The corpo-
raiton knows exactly what iax it will be obliged io
pav, i has no interest in the personnel of the beard
that docs the assessing. because no dispule cian arise
as to the amount of the tax. '

When a new corporation starts its tax will be light
If i earns neithes inferest por dividends i will pay

)




wo tax at all anl should sot, becaise it s rendering
a public service at cost, [F it carns ingerest and divi-
dends for these whe contributed the capital, m pro-
portion as il pays them 1f must pay taxes 1o the state.
li prosperous vears is tax will mise and in lean years
itowill fall automatically.

[i mav be objecied that if a raitvosd or other public
service corporation becomes bankrnpt no tax will be
paid upon jts property, bui this 1s an advantage, not
t that
a corporation in such condition should be rehabilitated

a disadvantage, for it is for the public mtere

ag suom as possible, and the automatic cessation of

taxation will operate i that end. As soon as it carns
more than the cost of the service it renders b will
auain be taxed. Tt may he objected that a Corporatinn

& &

contld refrain from paving dividends and acournulat

large sarplns. This, agan, is rather an advaniage

than an ohjection, for in the long ras its accummilate:d

surplus will enable 1t to perform hetter service, pay

larger dividends, and 1 conseguence heavier taxes.

From every point of view and in accordance with

the testimony of all experienced abservers, with whose

miliar, it is olear that all public se

writings § oaim 13 -

ice corporations should be taxed as a anit, and it seems
self-evident that discretion apon the part of SSESSOTS
should, 3f
method already tried and found el
dhe assessment can be made without judicial discre-

sible, be eliminated. | have suggested a

=

e, by which

tios,
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Street, New Yok,

New Yorl, June zqg, 1gog.

My Dear fir ] bave read with great mwmlerest the

propositien Noo o3 of the Poblic Policy  Taxation

Plaiform, together with vour discussion, 1 gives e

great pleasure to say that L thoronghly approve of

ELt) | 1o

the proposition and of the re: ot vou so co-
gently advance in its support.  Soomer or later the
logic of events will compel the adoption of  this
scheme or of some schome on o stimlay Ime. The
plan that voo outhine & simple, Jost and effective,
With kind repards,
Yours sincerely,

{Signed)  PEowrs BDOAD Seniowmay,

Ohice of the President, The Delaware & Hodson
Company, zi Cortlandt Street, New York,
New York, Tune 28, wgos.

Poar Sire—1 have read Mro Purdv's  suggestion

with refercnes io iaxation of corporations and write

to say that iF seems o ome to be soumd, As D osaid

when vou were here, 1 have already discussed ihe

subject with Mr, Pordy, and 1 thipk b the best sug-
gestion which | have seen apon the subjecl

Yours very truly, )

‘ Davrn Witecox,




