WALTER FAIRCHILD
COUNSELLOR AT LAW
ELEVEN PARK PLACE
NEW YORK CITY

BARCLAY 7-205I
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Vr. Lawson Purdy,
640 West 158 Street,
New York City.

Dear Mr. Purdy:

Enclocsed is a proposal for land valuation tax
bill for New York State; also proposals for two amendments
to the state constitution; also an explanation of the

bills.

Copies of these papers have been sent to Harold
S. Buttenheim, Dick Eyre, Harry Maguire, Phil Cornick and
a few others who are interested in the practical work of
getting land value legislation before the people.

We are trying to put Henry George's philosophy
in a concrete legislative proposal. It is not primarily a
tax reform measure.

We would like to get your reaction to these
proposals and any criticism or guggestion that may occur
to you.
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IN SENATE

Introduced by Mr.

AN AO T
To promote the general welfare, to eliminate business depressions
and unemployment and to g;ve all men equal rights to the use of
the earth by taking the value of land in taxation and repealing

taxes on labor products and industry.
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Intreduced by Hr.

CONCURSENT RESOLUTTION OF 7Y SENLTE ARG ANSBMBLY
Proposing sn smendment to section 10 of artlole I of the
sonstitution, in relsation to ownership of landaj gllodial
tenuresi eschoats.

Section 1. Resolved (if the Assembly eoncur), That section 10
of article I of ths cons ;immmz be amended tc resd as Tollows?

£10. Ownership of lands} sllodisl tenures; escheats.
The pecple of the state, in thelr right of sovereignty, possess
the originel snd ultimste property in and to all lands within
the Jurisdiction of the state. All lands shall forsver remsin
sllodisl so that the entire snd absolute property is veated in
the owners, atcording to the nature of thelr respsotive

estates. The value of land, howsver, being creebed by the

sresence and astivitiss of all the psople 1s deslsred to be

the comnon ssset of the people of the state and the legislature

shall pass sporopriste laws to recover the full ennual velus

of all lands exelusive of imorcvements within the Jurisdiction

af the state for the use of ths state and ite subdivisions,

511 lands the title of whieh shall fall, from & defect of heirs,
shall revert, or escheat to the people.

§2. Hesolved (if the Assembly coneur), That ths fore-

going emenduent be submitisd to the people for a&pg st the

genersl slectien to be held in the n{:” ninetesn hundred

gﬁ forty-ons, in socordance with the proevisions of the slection
W,
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Intreduced by Mr.

CONCURRENT RRSOLUTION OF THD ZHNATE AND ACDCREBLY
Proposing the repesl of section 10 of srticle VIIT of the
constitution, in relation to limitations on amount to be
raiszed by real csiate taxes for locsl purposes; exceptioms.
Sestion L. Resolved (if the Assembly sonsur}), ‘hat
gection 10 of article VIIT of the constitution be repeslsd.
f2, Hesolved (if the Assembly conmcur), Thet the
foregoling mm&mmz e submliited to the gw@gala; for approwal
at the general olectlion e be held i}:s. the year nineteen
hupdred and forty-ons, in sccordance with the provisions ef
the eleotion law. |
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To promote the zenersal welfare, to sliminste businsss
depregsions and unemployment and to gzive all man egqual righte
to the use of the sarth by taking the velus of lend in taxation
and repealin:z taxes on labor products and industry,.

W

§1. rolicy of state and purpose of shapter. It 1s herady
declared that s serisus public condition exists in this state
affecting snd threatening the welfers, comfort, and safety of
the people of the state, resulting in sbnormsl disruption in
sgonomic snd indusirial proceasss, and the ourtailment of

incomes by wemployment snd business depression. To raise

wagzes, ineressc the esrnings of jroductive capital, sbelish
unemployment, and @rmtzu the free flow of cspital goods reguires
s shifting of the entire burden of texation from values created
by the sombination of labar snd industry to the values orested
by the community. The abolition of sll taxation seve thet

upon the valus of land will remove ths burden upon produstion
and industry, besr equally upom all men, and fall only upen
those who receive from society & peouliar snd waluable unesrned




benefit, snd upon them in proportion ts the baneflit ithey
reseive, The shift of the burden of taxation from production
and exehange to the velus or rent of land slene will eliminate
lané speculation end land monopolizstiom. With natursl
oppertunities thus Ifree to laber, with capital and Llsprovements
exempt from tax, snd productive industry released from
restristions, poverty »ill be sbolished, wnemployment eliminated,
and wages of labor snd the esrnings of cspital inoremsed. |
Therefore, in the publie interest, ths necesalty fer legislative
intervention by the snactment of the provisions hersinafter
preseribed ia hereby declared ss » metter of legislative
determination,

§2. Assessment of land, Peginuing in the year next
suceseding the paszage of this act snd thereafter land sisll be
azpessed at 1ts full velus s though wnlaproved and ree frem
tex, ant the taxing suthorities of counties, sities, towns,
villeges snd school distrists shall annuslly fix such tax rates
on the asnessed velustions of lsnd 28 to cause, a8 nearly as
possible, ninsty-nins per centum of the srnuasl value or rent of
land to be taken by tamation.

§3. Assessment of improvements. DBeginning in the year
next succesding ths passage of this set snd thereafter improve~
ments on lsnd shall be sssessed st their full valus and the |
taxing autherities of the state and its subdivisions shall
- sonually levy s tax on one per centus of the value of improvement
at the rate determined sosording te the preceding ssetion.




fid. Assessment of intangible franchise rights.
mggzﬁiag in the year next succeeding the pasassge of this act
tho state tax commission shall annually fix and determine the
full snd sctual value of the intangible mmﬂ: right of
ssch speeisl franchise wnder the Jurisdiction of the publis
service commdssion and of the transit comnission as though
free from tax and exelusive of the value of tangible property
insluded in such special franchises., The somzission shell also
fix and determine the full and astual snnusl value of the sume
and ghall file s written statement of sush full velus and
snnual’ value with ihe elerk of the city, town, or villasge in
which such speeisl frenchise is subjlect Lo assopsment as set
forth in section 48-¢ of erticle 8 of the tax law. 7The taxing
authority of esch taxing district sball axwsmelly fix sush tex
rates on such full value of the intangible franchise right as
to cause &8 noarly as possible ninety-nine psr centum of the
sanvel velue of such intangible franehise right to be teaken by
taxstion. '

§6. Equslization of assessment end apportionment of tax.
The state tax comelssion shall meke sush reascnsble rules and
rezulations not incomsistent with law as may be nssessary to
requirs the looal taxing sutheritles of the state to assess
1snd st its full velus as thouzh unimproved and uwntaxed and
te determine the snnusl velue or rent thereef. The state tax
comuission shell sgoerteln the mount of the budget reasonably
adopted by any county, city, town, villege or school 4district



and in the oase of any overlapping taxing districts it sball
ealoulate the ratioc of the cmount of sueh budgets with respect
to the lsnd values within such taxing districts. The state
tsx somaizaien shall also sacertain the smount of the total
assessment for land and m;gwwamta in eny tax dlstrist and
the totsl smount te be raised by taxation and shall apportien
this smount in aceordsnece with the pampsotive loeal budgets.
locel
taxing enthorities shall be collescted by the county tressurer

Any excess of taxes sbove the reesonsble budgets of the

and pald over to the stete tex cemmission for the use of the
state.

§6. Hepesl of taxes on imdustry snd labor predusts.
Exoept as limited by the precsding sectiom all taxes om
industry and hbw produsts are to be abelished as hereinafter
provided to wit:

The following taxes ﬁuu be sbolished and the laws pro-
viding for them repealed to teke effeot on the last day of the
second yesr following tha passage of this sot:

Tax on gasoline ané similsr motor fusl (artisle 124 of
tax law), tax on milk (article 1% of tax law), oigsreite
tax {article 2C of tax luw), taxss on sleoholls beverages
(article 18 of tax law), excise taxes on business trenssstiens,
ooscupancy, tiekets of admission to plases of publie exhibits,
patent medicines, tobsssc, vending machines, possession of -
telephone sonnectlons, and sll othsr exaise tgxes snd texes on
sales of merchandise whethsr under s s&nﬁ law or under any
loocul law,



The following taxss sball be abolished and the laws
providin: for them repsaled to take effect on the last day of
the third year followlng the passage of thils acts

Tax on moritgages (artivle 1l of t&x law), tax on transfers
of atoek
law), cerporation tax (erticle ¥ of tax law), franchise tax em
business sorporations (article Ga of tax law), franchise tex
on slate banks, trust sompaniss and finansial cerporaticns
{(article #b of tex law), tax on neticmal banking sssoslations
(article 9¢ of tex law).

The following taxes shall be abolished
providing for them repealed to take offest on the last dsy of
the fourth year follewing the passage of this soty

Taxes upon personal incomes {article 16 of tax law)},
taxes on iaﬁawiﬁnnaa {erticles 10, 10a and 10b of tax law).

§7. Construction. This chapter shall be construsd
1iberally to effestuste the purposes hereofl, snd the snumeration

nd other csorporate certificates {(article 12 of tax

of spaeifie powsrs in this shapter shall not operste to reatriet
the msening of any gemersl grant of power sontained in this
chapter o to axolude other powers comprshended in susch zenersl
grent.

#8. BSeperability slause. If any clause, sentense,
paregraph, ssetion or part of this schapter shall be adjudged
by any court of campetent jurisdictionm to be inwalld, such
judgment sball not affect, impair, or invalidate the remainder
thereof, but sball be confined in its operation to the clause,



sentence, parsgraph, section or part thereof direstly involved
in the controversy in =hich such Judgment shall hsave been
rendered,

9. Saving oclause, The previsions of this echapter shell
not affect or impair any oontract or remedy, @ sny asct done
or sny right scerulng, aserued or aoquired, tazes, tax
obligations, or exsmptiens from texatiom, the validity of ar
rights as to taxes colleoted or proceeds thereof or the
velidity ss to sny scta dene or rights or exemptions sccruing,
agerued, or scguired under any tax laws, me:m, loeal, or
special, or any psualty, forfelture or punishment under or by
virtue of the lawz in existence pricr to the {ime when this

chapter or any sestion thereol takes effect, ut the ssme may
be asserted, enforged, prosecuted or inflicted.
£10. Repeal of inconaistent laws. All genersl or speolsl
laws or provisions thereof inconsistent with this set or with
any part thereof, are hereby repealed.
This law shall take sffeot lmmedistely.






LAFD VALUE TAX LAW
Por Hew York State

As the tltls of the bill polnts out, the primary
purpose i3 te eliminate business depressions and end |
unemploymmnt snd restore to sll men egusl rizhts to the use
of the sarth, To sccomplish this the bill amends the present
tax law by repealins taxes on labor produsts and industry and
substituting therefor one itax upen

The muin requirement of the bH11l1 12 that 294 of the
f211 ammual value of land exelusive of Lmprov
taksn in ‘muﬁm by the stete and its subdivisions for pubdblie

use,

The secondsry but neverthsless highly impartant
requiressnt 1s %o repesl taxes on labor products eand indusiry,

The snnusl valus of any plecs of land exelusive of
improvements, wsually called "ground rent” 1z 2 vslue direetly
dus to the presence and sotivities of the state's populstion
and to the murrer sand amcunt of 1ts sxpenditures public and
private. Ne part of this wvelue cer be attributed te any one
individusl, Tt therefors constitutes the netursl sourse of
revenue for the govermment which shiould be exhausted before
the tsxstion of individusl wealth be resorted to. (1) _

Relisf from taxstion of Lmprovements would regult in
2 tremendous stimulus to dullding eenstruction and lmprovement
in the number and gharsceter of buildings.

{1) dromd Eent--the Katurel Mnisipal Revenuwe. American
City, Januwary, 1940.



The abolition of sales taxes vmlsi inereass purchasing
power, stimulate trade, deorease wnemploysent, insrease ground
rent snd hense still further incresse public revenms, (1)

In prepering the text of the bill meny consrete
problems of law snd fact presented themselves. Ve mention
some of the important emes. |

Cemstitutionsl Limitations

The powar of the legislature over the subject of

taxation, sxoept as limited Dy constituticnsl restrictions,
anded, Tt is for thet body, in the sxercise of its

disoretion to selest the objlects of taxstion., It may Limpose

211 the taxes upon lands, or all upen personal propsriy or

' e by

eapitation taxes, by spooial taxes upon surrisges, horses,

all upon houses or upon incomes, It may raise revemy

servants, dogs, franchise snd upon every species of property
and upon sll kinds of business and trades. In re HePhersem,
1887, 104 X, Y. 306, 10 ¥, E, 388,

There sre two axisting semstitutiomal limitations
on the power of the legislsture to tax, One {Ars., VIII,
see. 10) 1imits the real property tax to 24 of the total tax
roll in additien to the debt burdem in certaln sounties.
The sesond (Art, VIIX, ses. 4) limits the borrewing power of
scertain sommunities to 10% of the total tax roll.

The pewer to tax necessarily oarries with 1t the
power of distributing the burden of taxatlon &
apportionment iz as wnlimited us the

nd this power of

uxing power itself.



Thus, net enly is the texing power of the legislature wnlimited
as to the extent and subjeets of taxetion, but also as to the
manney thereof, whether genersal, upon sll the property of &
locality, or upon such only as 1s supposed to bLe benefitted by
the purpose of the tax. Osutlier v, Ditman, 1912, 204 N.Y. 201,
97 N.E, 464. People v, Mensehing, 1907, 187 N.Y. 8, 79 W.E.884.
Heme Rule Provisions

The legislature of the State of Kew York has the

e rule as long

power to ensst legisletion fer eities having hom
as the legisletion i genersl in 1ts seopes and applies to all
giting,
| Artiele IX of the ¥ew York State GConstitution:
8§11, The legisletwre shell set in relation to the
property, affalrs or governsent of any cily only by
gensral i&m which shall m terms and effeat spply
alike to all cities, # & &%

In the absence of stats legiaslatlion, cities have the
power to emact lossl laws not inconsistent with the constitution
or state legislation which shell apply within the confines of
the particular sity.

“Blz. PEvery eity shall hove power to adopt and smend looal
laws not inconsistent with the constitution and laws of

the ztate relating teo its property, sfleirs or govern=
ment, @ % %

Tezation in propor nefl coiv
The bill spplies the wimi&l& that taxstion should
ha in proportion to beneflits conferred. Tazetion in proportion
to benefits reocelved has long been the keystone of owr tax

polliey, as the Court of Appesls pointed out In Peop
1@%, 186 N, Y. ﬁ%, 77 H. Do 1041

ﬁ v& »fv



"There c¢an be no doubt of the cerrectness of the
general proposition that the prineiple upon whieh
taxation ia founded is thet the taxpayer iz supposed
to recelive Just compensstion in ﬁhm benelits conferred
by govermment, and in the proper application of the
texy and that In the exersise of the texling pover the
legislature owght ss nesrly ss practicable, to
apportion the tax secording to the benefit whiah‘@na&
taxpayer ias supposed to receive from the objlest wpen
which the tex is expended.”

Assessment of Land st Full Velus
Asgessment of lend st ite full value “as though

unimproved and free from tax” covers the cconomic feot that
insreasing ths land value tax increases the proportion of
lend value taken into the publie tressury and correspondingly
decresses the smount left In private hands and rednces the
"selling prioce"” or msrket value of iaaélazth@ugh the sotual
full value of lend will not De reduced and as prosperity
riesas the Tull value of land will slso tend to rise, Full
soonomis value and not market velue is mede the brse of

ssgessment value on which the rate 1z caleulmted.

Einesty-nine per centwm of the full value of land is
teken rather than 1008 for two ressons: 995 1s probebly as
cloge es human estimstlion can some and sny mapgin of error is
indissted to be In favor of the land owner rather than sgeainst
him, The seeond and more important resson is to come within
the constitutionsl provigion as indieated in the next parsgraph.

Improvemsents are sssassed ot full wvelue but the tax
rote &t the ssme rate ss for land value ia applied to one

per sentum of the lmprovement velue, Improvements to land are



labor produsts and should not be taxed sny mere than personal
yéa@a#%y which is fa&a from tax but 1t 1s conaidored necsssary
to Anslude improvements in the tax bage becssuse of the
provision in the New York state censtitution ﬁhxah linmits the
real property tax to 24 of the total tex rell in additien to the
debt burden in counties having more than 100,000 ﬁﬁ@ﬁlaﬁi@ﬂa{%}
The eongtitution also limits the ha%*?”ﬁiﬁ sapheity of certain
somnunities te 10% of the totsl tax 9@1.(’53 he constitution
should be amended by eliminating the first 1f net both of these
two provisions, If anything is substituted in the sonstitution
1t should be on the bsgis thet the totsl annual velue of land
axelusive of Lmprovements shounld be taken in taxation by the
state end 1its subdivisiens for public use,
ad and gvements Separately Assessed

The bill does not ineclude & provision as to separate
sssessments of land and improvements ap Artiscle 2, Sestion 21,
parsgraph & of the present. Tax Law expressly states that in
21l tax districts there shall be set down in separste columms
the value of the real property and the value of the land

axclugive of the bulldings thereon,
Utility Pranehisze Velues
The presant utilities 1;!‘4} defines = specisl
franehise az inaluding the value of tengible property. The
aﬁurﬁg.hgva held thst the value of the maked franechise or the
Intangible franchise right, msy be determined by deducting the

{3; Hew York Btete Constitution, Artlele VIII, Section 10,
(3) ¥ew York State ﬁnattitutiaa, Article ?sz, Bection 4.
(4) &ub, 6, o0, 2, Tex law,



value of tanglble property from the tetal valus of the speclial
franshien, The bill takes 99% ef ithe intenzible valus whieh
corresponds with the lend velus tax,

ohe net sarnings rule ﬁﬁﬁﬁ#ﬂ@l&ﬁﬁt % velustion
upon the basis of the net sarninss of the sorporation
" whish are atitributable teo its enfoyment of the speeisl
frnnahi;&, The method is thus applied: {1) essertein
ﬁ“ sarnings; (2) dedust operating expenses;
(5) t & falr and reansensble return on that portion

the ompital whiakh 1= iuvnate& in tanglble property.
Tha raxu1=fw1 balanse zives the sarnings attridbutable to
the speseial franchiase, If this balance be capitelized

at & fa&r #atc'nu knv* the ?11&3 of the specisl fPanchige.”
Stat : 9 somtra, (2&@@) 196 H. Y. 39,
Ay

5t rirming 10K « 13 H.X.8. 5&3#
To tha same afteat, s@@ People ex rel, éaakrul Hudson Ca
“Q' L ' 71 s 8 18 : Q a ’1’1 ., A92L PPy |} %y
& Ne 2o i ; gument fim) 219 ﬁ?ﬁh
Eﬂ»’t m ﬁlﬁ EQ Y& ﬁ: *‘5 'ﬁh’-ﬁh wag sifirmed o this
e.wiﬂt (3&9@3} 24T B ggﬁ ﬂglg lﬁﬂ B.E. &’fl*

Allosation of Lsnd Valus Taxes
The collsetion of the tex 13 made im existing loeal

o

tax districis. The total tax celleacted far land wvalue sheuld be
apportioned ameng the losal svihoritles and the g tate in
proportion to thelr respeetive udpeta. The bill nroposes Lo
neve the state tex commission detsrmine the respsctive hudgets
wiloh muet be reasconsble and any surplus iz pald over to the
state for stats purposes,.
Repeal of other Taxes

Repaal of taxes on industyry and labor products is
stazgered over 2, 3 and 4 years. It will take & year or mors
to make neosssary sdjustments. The bill divides the taxes te
be repealed into three classes. PFirst, conswmption texes 1ilke
sales taxes are to be repealed nt the ond of seeond yesr sfter

the law takes effeect) second, taxes on industry generally sueh
&8 business corporstion franchise taxes are to bs repealed at



the end of the third year; third, income taxes and inheritance
texes which sre direst texss are to be repesled at the snd of
the fourth year,

idcense Fees

There are many so-sslled llcense fees wshich spre really
taxes in disguise, thm%’is, for antomoblle rezistration olate
taxes, liquor dealesrs' licenses, sta. The liquer dealer's lisense
is in sddition to the tax on ligquor which is in the bill for
repesl, Ve tﬁiﬁk‘ﬁhat this 1tem muat be handled separately and
the correct rule should be that the stste tax sommiseion should
detormine éha coat of regulsting eny profession or trade for
which & llcense ls required snd the license fee should be in
proportion to the elst of resulating the profession or trade,
This bill docs not toush the unemployment insurance taxes snd if
it is deslred to repoal the unemployment insurance law we think
1t should be handled in » separete bill,

Constitutional Amen

Two sonstitutionel smendusnts are resommend
The first amends irélecle I, Section 10, by sdding
the following:

“The value of land, however, being creasted by the
presenge and sctivities of all the people 1s declared
t¢ be the common asset of the people of the state and
the legimlature shall pass sppropriste laws to recover
the full snnusl value of all lands exolusive of
improvemsnts within the jurisdistion of the state for
the use of the state and 1ts suddivisions.”

he second repeals Artiels VIIY, section 10, which
removes the 2% limitation.



The 107 debt limitation, we believe, will becoms e
round rent iz sellected

dead letter becsuse when thes entire g
for public use the nesessity for public debt will dissppear,



