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INCOME TAX ON RAILROADS TN ALASKA.

Jury 8, l9l4.-—0rderod to be prlnted.

Mr. SnnmNs, from the Commlttee on Fmanca, submltted the fol-
lowmg o

,wp? REPORTXJ“
S ‘ (To accompany H, R 97:0]

'I‘he numttee oh Finance, to-whom' wa.s l‘eferred tho blll (II R.
9770) to levy and ¢ ollect an income tax on railroads in Alaska, and
foi othor, purpoges,, %qvmg considered the same, report thercon thh
0 mtommendatmn that it do pass, . .

* 'I'he report: of ‘the House Committee on the ’I‘emtorms is appunded
homt.o and made B pm't hereof _

v . 5.:

AN

e s mmo Réport No, m, lety-thltd Oonm,uboond sedalon.

’l‘hia blli pmmme to repml the exiatl-‘:g which im a liconse tax of $100
por. mile, per snnum. on- railads; opers . Alas to substitute thorefor an
uwx e 4 per, cent on the not incomo of milroad corpomuona doing business

li;m of rpﬂroqd ex. tho bound of Alaskt into (‘anado. u:ereforo
Lho l))ill pmvi&ea that. Qhobg‘ levied on gﬁineas doné in Alaska only,

net, inconm , among_othet reasons, because tho National

qummqnli) mhm fore. imposod for Fedomltgurpom, a: tax of 1 por cent- on net

incon a ot all eo ons, which. jo known as the normal income tax, In the act

oailgi t,im t'com Jax thore i pm&ribod the necessary machinery fer nscor-

ng Wl collec

gm Y. RYovig inz an Mditinmbl tax of 4 per. cent for Jocal uson, to bo ascortained

and Q lacted, ﬁ) oﬁmw m&!pner a8 provided: for the normal inconte tax, a simplo

and’ thpéna veim

f taxation . provlded retlu‘lrin no now reports or ma-
ohinery gm entail on

pth
ing no additional coat for assessment or collection,

The.existing $100.per; mile liceuse tax has proved to be disaatrous, 1t was imponad
})iz} an. ?ﬁ‘t of (,ongma approved in- 1899, in which a:systow of liconse taxes was eatah-,
10d /

revenie in Alaaka for Territor al Humoaoa. ;e i
At 37\ lat?} ere was no railrond laaka and: apparently tho muttor was givon
‘little cor dmtion. 'I‘Im oc‘lmltty .of the tax iu apparont. It ls & ﬂat'
X, mile per, year tax and ma distiiction whethor tho raflrond cost $100
f mif)o or ox 3510,000 a mile, It mh os. no difference whether tho line in & fht
tramr ocmai ml tonnage, and o!)emwd' for only a part of the yoar or I
ntm\da ugo m voad, w oMYy and- contintions teafc p.nd ‘earnings, Tho tax is

a8 in hla s if & oity dhould impose o tax of $100 per year on each houso oceuplod
Xlz}:m}%}w qit{‘wlthoutwrd to the fact whetjmr thé l\ogw be & cabin or a mmu]sion
o

x-would not ke excmlve fora strong ‘woll-established rallrodd, itinan -
cped bp en@omo ono on new milroads bul l In the sparsely:sottlod districta of -
aslm ah atrugg uild up traflic in tholr infancy.
Rellfonds in new coun oo ueslly recelve aid -and, aseistance from the Governmeit
instend] of holng required to pay heavy taxes, Only aftér a country becomes sottlod
and the business of the lines establishod can pioneer railroads hear heavy taxation.



2 INOCOME TAX ON{RAILROADS IN ALASKA,

o o
This principle has been atrikingl?' illusteatod by the operation of this $100 per mile:
liconse tax in Alaska, ‘The following ilrond lines hava been built thoro:

White Pass & Yukon Raliway......ocovvvviiiiiiiinan... veseenns

%owa rd il;f,‘illu“ll%l Rg.ilroad S T R TS L AL AL

Ooppor River & Nogthwoeatern Ratlway . do oo 0 8000 040

Alxlmka Northoﬁl‘ Ruil‘svay W U y - 7

Council Oit{ & Solomon River Ratlway. ...ocooviviiiiiiniianann, 34

Tananu Valloy Rollway..eeeeaveieiiiiirininiiniiniiiaiianeiiive. 4B
Total....... badvbvgasbad i s bin i LTS T 452

Of these, the Soward Peninsula, the Alaska Northern, and the Council City &
Bolomon Rivor lines have been forced to close down, Thus nearly half the mileage
in the Territory has uualwndedo rations, . N enet e di

The: Beward Peninsula Railtoad’ was bankrupted and shilt dowrl ad'& diréét remilt’
of an action brought by the Government, tp cpllect the license tax. (8ee U, B, v,
Seward Peninsula R. K., 122 0, 0. A., 265, and 203 Fed,, 963; also U, 8. v, North-
wostern Development (o, 122 0. O, A,, 262, 203 Fed., 960.) ‘

Various rallroads in Alaska have 'beén exeniptéd:from the payment of the tax for.
fivo-yonr poriods by special acts of Congress, but the exemptions are all now expired
and othor lines than those mentioped 33 cqu,do,wn are threatened with crimina
prosecution and ruin for havix{g‘"({?‘erﬁw at intervals'witkout having paid the license,

It was held in the case of the United States v, Seward Peninsula Railroad Co. that
;}&eg licensaican only be enforced by, criminal action.. The licenes tust.béipaidiin

Yunceﬂ;ﬂ G (i :~\‘;§:i' : O AT ! Ay 43“"1 () ;'l" Y '*"',\:“4": 1y ] !*”,,‘n;?‘

The ponalty for nonpayment 18 hot the drdindky 10’ of 16 pot et parialty. but is a
AU 6 %‘:xl toytﬁ'a MO&R’ of ‘the- tak for the fivst diy’s jdpéﬂ%&or’? dé&g?é’ ‘tﬁ"é’i\'ﬁiéuiit‘
of the tax for the second d:{ 's oporation, and three tinies the amount of the tax with-
l%prigonmpnt for the third; day; and every day’s operation: constitutes p. separate
onense, - . ’ IUTINE st N ::;\” D1 Civion

Undor this rulo some of the roads which have besh st déb ard itHobs Which dre
_ »till operating under sufforance are subject to millions of dollars of ponalties, Te

enforce such penalties would he simply conflication.- ,

T'ho closing of the lines g\ﬁnt‘qwxm proved:a great hardship to:the people along
their routos and i4 of no benefit to anyone, leéwt‘of; all to the Government, whicl
should make every effort:to encourdge the building of railrdads in Alaska; V' -

Only two railroads, nambly, theWhite Pass & 'Yukon Railway''and the Cloppér:
River'& Northwestern :Railway; have ‘paid:the tax} so' that, considerod 44 a Teveniio
mc{sﬁu:ure, thci li‘c«amse t:qxhlza wvem, fnlilu Smended'h JURTRE ot
. Theire of the tax hasboon: strongly recomme 'by' the [redent governor of

Alnpska in‘t?laia report for the year 1918/ “O%;gagéa%‘knd %'Xx%‘éi‘,’ "‘"""g(',"?fﬂ‘;_t. N

ViOwing to o tax on therailroade ih: Alaski of $100 per miléj two' ‘ili’:éis‘havo not

BT

heen oporatod durln’l,(;‘the imt yonr, ‘-~10na of thoso is in' the Bawayd Pendibln section,’
the othor hi the Cook Ynlet country, It would'be‘dilﬁcqlt'pﬂhi ' for thowe'ral |tonds, !
undor presont conditions; to earn aotual oporating expenses; ahd the tax: ‘Upon'
thom rondors thoir opomli(m prohibitive, The closing down of these odds has worked'
a hardship on minors and prospéctors, asithay afforded facilition for the transportation
of supplies, which are now:denied them; and'the deyelopment of the coiintry ia conse-
quontly. retarded. ~It is therefore recommended that railroads in: Alaska b rélieved,
of taxation for the pregont:"?') b ety G e T B e i Tan e e
The former govornor of Alaska recommended in-two-anaual reitts the' ropeal of
tho tax, The Loglslature of Alaska, having no powor iteelf to repeal the law, ‘memo-
rialized Congress to do so, R T T AN
"The :Secrotary. of -the Intorior ptmnﬁl%‘mct)mmendmthq'yopo&l of 'tHe' présdnt tax,
and the Attornoy Goneral is underatood 1o favor its repeal 0t modificationyt 11"~ &
It 19 subinitted, thoroforo, that the wubstitution of an Ircore tax' of 4 Poricont of
the not ineomo of rallréads oporating in Alaska for tho $100 per wiile' licohko tax will
glve tho necessary reliof wmid tend to onc,ouralpég the contstruction of now lnes fo' con-:
nect with: tho proposad trunk lines. to be built by the Governmonty i-s 0 i
Tt 18 6 most equitablo system of taxation, hocauso a'atrorig ratiltond with lutgo earningy
will jpay-in proportion tp its m&niiigs;‘whilo & now line' during:ita infunty, whon it
can: earn littlo ‘or nomih{;‘alxwo ta oporating exponse, will'be re 'n!w(l’w'fmé/‘i ittle
or n(ithlng.~ ‘An soon bus 1t hegine to-car, it will bogitt to pay tatx “Jiropbrtioftito ity
eanIngs, S sy e R e D e b
'l‘ho%onat,itutimmlity of the 4&:}013«»«1‘ act is woll sudtained by the cuse of the Uniited
Bumvc Bm(l% Ui va' pv‘ )0‘-’“ R B ;""") "" AT X ‘} '”i””‘: e b
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