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NOT FOR PUBLICATION.

SUGGESTIONS FOR TAX REFORM BY H. F. BYRD.

As & candidate for Governor of Virginia I pledged my best
thought as a business man to reform and simplification of our tax
system, After careful investigation and reflection, I have reached
certain conclusions which it is proper I should state 1n advance of
my inaugural that I may have the beneflt of constructive eriticism
end helpful suggestlons.

The guestions involved concern an equitable distrlibution of
the tax burden between both the taxing units and the owners of the
several subjects of taxation, Tax reform primarily requires the
estahlishment of efficient machinery of administration, for the suc-
cess or failure of any tax system depends upon its fairness and
efficiency in practical operation.

A system for the collection of revenue that will be at once
equitable and workable 1s essential to our unity and progress. Mere
makeshift measures will not give us such a system. We must lay a
foundation sound end broad in principle upon which we can bulild a tax
structure that will stand the strain of & developing state. Nothing
less than such & system can facilitate the development of our great
natural resources and enable us to take full advantage of our agricul-
tural and industrial opportunities and encourage desirable immigration.

Like every other advance in governmental efficlency, tax
reform must be supported by intelligent public opinion. The educative
process has passed through the first stage; the 3tate is aroused to
the fact that the new progress, to which the forward-looking men and
women of Virginia are so hopefully loo king, cannot be enjoyed without
such reform.

Qur Present Expenditures.

The power to tax has well been defined as the power to
destroy. Certainly nothing can operate more effectively to curb the
progress of industry and agriculture than the imposition of oppress-
ive tax burdens, As the tax burden is controlled by the aggregate
expenditures of the government, an intelligent consideratien of tax
reform involves fundamentally a study of State disbursements. Only
sufficient taxes should be levied to adequately and efficiently
finance the functions imposed upon our government by the necessities
of civilization, As the rising cost of government throughout the
United States is, in my judgment, a great economic problem, I present
for the information of the people of Virginia the following facts
as to our expenditures and our relative standing in this respect
among the states of the Union.

% _The net,expenditure of both the state and local governments
of Virginia for the year ending July 1, 1925, was-$89,010,195, not
including the expenditure for town purposes by. incorporated towns,
informetion for which is not available. Of this amount, $23,687,390
was spent for local and state roads, and $21,105,840 by the state
and localities for schools, ¢ » federal income taxes, exclusive of
other federal taxes, last year» rere $15,303,807.

Virginia :xpénded from the State treasury $8,835,293 in
1915, and $33,108,972 in 1925, an increase of 2756 per cent, Durin
the same period the expenses of 21l the states increased only 1B85%.
(This latter inecludes bonds issued by other states)., During the
same period prices increased 40 per cent.
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If the total wealth of Virginia, much of which lirs dormant,
were invested in profit-producing business, our state snd local taxes,
exclusive of federal taxes, would take o yearly toll of 2 per cant.

How Virginla Stands.

virzinia is the 194h state in wealth, the 1Yth in popula-
tion, and the 33rd in area. Due to our larze colore:d population
in per capita wealth we stand 38th.

In 1924 Virzinia was the 15th state in total tax income
derived from revenue, exclusive of the proceeds of bona issues. In
1524 we led all Southern states, except Texas, in both totul ex-
penditures from revenus and in per capita exrenditures from revenue.

With 300,000 less popilation, Virginia cxpended in 1924
from current taxation $7,00v,000 more than Nerth Carolina.

Tn 1924 the per caplta revenue from taxation in Virginia
was 311.64, vhile the average of all the states, including the rich
atatez of the North and Vesh, was #412.31 per capita.

In the conservation of health and in sanitation Virginia
ranks 11th, and leads every other Southern or Soulh hAtlantic stete,
Y

spending in 1923 §.28 per capita as convered to .20 per caplta for
all the states.

In money spent for the mainterance of stats roads, Virzinia
stands Tth, andé ia 1924 spent 41,95 par capita, as compared to .99
average emonyg the states.

For education (the operation of public schools and state
nollezes) Virginia stands 1lth in revenue from taxation, and spends
more per capita fror the state treessury than any ather Southern or
south Atlentic state exccpting Texas, and appropriates more than the
average per capita of all the states. The average for education
from the treasuries of the states is $3.17 per capita, and Virginia
spends $3.31.

in appropriations for the operation of state educational
institutiona, exclusive of public schools, Virginia stands 1l8th,
and exceeds every Southern and South Atlantic state except Texas
and Oklahoma.

Tn state disbursements for agriculture, Virginia stands
14th, and exjended 2,39 per capita, with #.43 as the average.

In charities, hospitals, and corrections, Virginia stands
20th, with a per capita expenditure of §1.10 as compared to the
average of §1.57.

The above figures are all taken from the financial statis-
tics compiled by the faderal government and relate only to state
revenue derived from taxation and expended for operation.

In capital outlays - whick many other states have financed
by bond issues - for hizhways Virginia stands 15th, and exceeds
every other southern state except Texas and North Carclina.

In capital outlays for edveation Virginia stands 2lst.

1n consideration of the future expenditures of Virginia,
we should bear in mind thet, in the pest Clve years, Yirzinia was
one of five states in the Union to reduce appreciably 1ts public
debt, inherited from pre-Civil War days. As the years go on her
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revenue can be nearly all apnlied to publie ork. She will not labtor
under huge interest charges and the burden of prinelpal repayment as
very many of her sister states must do.

In a compariszon of our per capita expenditures due allowance
should be nade for the importent foet that Virzinia has e pooulation
one=-third Nejro.

in equalization of benefits ia as important as an egquelization
of taxes. If our tax revenuc be unequally iistributel among our
several state Punctiona it iz within the power of the General Assembly
to apvortion it seo that the best interests of all the Deople may be
served.

Exogresy by Effdciency.

True progress is not weasured by the number of dollars exnended
but by the benefits derived from such expenditure. Taz demands of
progress can be freguently et by increasing the purchasing power of
the tax dollar. Virginia is a great business corporation and the
people have the right to demand a dollar's value for overy dollar ex-
pended, Numerous sugzestions havs been mads to me of new taxes to
impose upon the people but few have sho'm the way Go zlve more serviee
for the mone¥ now spent.

Tt has been the historic mission of Virginia to lead the way
in great movements. Today a great opportunity is agein offered us
to set an example in efficient and economical zovernmant divorced
from political considerations, with progress equal to that of our
most worthy competitors.

the federal government is constantly invading fields of ac-
tivity heretofore considecred state funciions. The state zovernment-
is doing the same with the localities, Tunlicated governmental ac-
tivitizs increase our taxes, interrere unduly with the libertics of
the citizen and pervert governmant from its nroper purnoses.

I am well aware that the prozreas of civilization deomands at
times new governmantal functions. ¥at our fundamental dutiles to
our citizenship should be first worthily performed before embarking
upon new state activities, costing little, perhaps, at the start, but
becoming more costly as they develop.

The danger of expanding state activities, financed from untried
but seemingly attractive sources of revenue, which may later dry up
and leave.a great state plant to operate a&s 4 burden on the general
treasury, will, I am sure, be apparent to every thinling person.

During my service as Governor I dedicate myself unreservedly
to the wholesome progress of Virzinia, but the government zshould be
conducted upon business standuards of economy and efficiency and taxes
kept within the ability of the people to pay.

T will be mindful of all our essential state functions so that
every proper arm of the state may be developed in proportion to its
contribution to our general walfara.

Inhorent Inequalitics In Our Present System.

The time has come when we must rcmove the inhorent inequalities
in our present tax system. As now constituted, this system encour-
ages the evasion of intanzible taxes, as well as the competitive
under-assessment of land by offering the temptation to one locality
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to penefit at e expense of another. r ssate united in coumon pur-
pose and effort is necessary to our DOORTESS. 3uch unity is not
attainable when our teax lawa unequrally Aistribute the burden between
tax units and cauise seciional prejucices.

agricultire.

To my OWN knowledie, agriculture in Virgiuie 13 baaring o
noayier turden of taxation, in terms of net incoms, than any other
jndustry 1= pearing. [he stote woulld be quickly pewarded hHy a re-
ad justinent of our tax burd:m {n order to give reasonable relief to
agriculture and stimulate anl enconraze the proIress of the Laslo
industry of the gtate.

The farmers of Virzinia, as elscvhere, have suf fered a dafla-
tion which depressed the price of all they had to sell vhile contin-
uing the high war price jevel of most of th2 necessitles they buy.
®ith sparacteristic intellizence and sanity the Virginia farner made
no demand for legislative pancceas. fe set himsell to ihe task of
economic rehabilitation by hard work and the elimination of non=
gssential expenditures. He has tho risht €O Aemand that his govern-
ment be likewise conducted with the game rizid economy and business
gimpliclty. :

T faver the romoval of the state tax on land and tangible
personal property, which will do mach ©O accaleraus tha slowly Tre-
turning prnsperity of the Virginia farmer and will also help the
nouseholder and waze-earner.

ﬁgiigf Lo Tndnstry.

Ky {nvestigation 1eads me to the coaclusion that reasonable
rolief in the taxation of canital used in industry is necessary Go
promote our industrial development, the henefits of which will ne
reflected in cvery walk of 1ife., The laws imposing this tax should
pe clarified and the tax itself made l2s3.

Tne Tax That Koeps Nev G1:7enS avay.

T am convinced rhat the tax of $1.10 per 41¢0 on the
agsassed valul of stock owmed by Virginia eitizens in non-resident
corporations {s doing more to prevent new gitizena from locating in
yirginia than nny other one thirg. This tax is un just begeuse the
non=-resident gorporatlon iz taxed in the agate of 1ts 1ocation. IE
1s twice as much as the rate on other jntonglibles, such as notes,
bonds, and other evidences of debt. This excessive raote defeats
its purpose 83 a pevonyue producer, 83 is shown by ta® relatively
amall assessment of this cless of propercy.

EE Egponmmndatimqg.

1 announce & tax reform proJram, complete in getail, which
1 hope may be accepted as & gafe and constructive PeorganiZRtinn of
our tax gystem upon sandamental principles. 1 helieve th: changes I
sugzest and yrge will cause the minimum disturbance in the sensitive
arteries of business and will promota & constructive progress in our
essential state activities.

The limitations of the Statc Conatitution preclude the
conaideration of certain other supgestions. Tax reform denendent
apon constitutional amerdment would d.lay relief for four Years.
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Tax Equalization Between Localitles.

Two suggestions have been made to equalize the glaring in-
equalities of assessment of real and personal propertiy now existing
among localities throughout the state.

One was to establish a central state tax board at Richmond
to control real estate and tangible personal property assessments.
I opposed this board for reasons I made clear in my campaign. It was
a major issue. I consider my declsive nomination and election to be
a direct mandate from the people of Vir:inia agalinst the control of
rec]l and tanglble personal property assessments by & central state
tax board.

The other suggestion, favored by me in my campaign, was to
repeal the state tax on real and tangible personal property, thus
premoving the necessity for equalization between the tax units, but
sti11 leaving the question of inegquality between the ecitizens of the
came community, to which I will later refer. Recause of the adjust-
ments necessary, this repeal cannot be effective until 1927, but it
can be made effective then as I will undertake to show.

This plan avoids the dangers of a state central tax board
to contrel the assessment of land and tangible perscnal property,
with the expense and concentration of power incid:nt to its establish-
ment. Such a board would of necessity be compelled to increase the
aasessments in a large ma jority of the counties and this would result
in increased taxes on the farmers, who are the least able to pay.

From the 25-cent state tax on real and tangible personal
property, on a pasis of the 1925 re-assessment with normal increases,and
the public service corporation realty, the revenue derived in 1989
ig dedicated as follows:

Schools $1,961,500.
gtate Roads 1,438,800,
Health lid!EBﬂ.

Total 63,544,180,

From the remaining twenty-five cent state tax on intangi-
ples and rolling stock of pailroads - which my plan does not disturb
inasmach as no inequalities of assessment exist - the following
revenue will continue to be derived:

Schools & 761,800.
State Roads 498,750.
Health 4gt375.

Total $ 1,310,225.

My plan provides that every dollar lost by the repeal
of the 25-cent land and tangible personal property tax for roads,
schools, and health, shall be made up, 50 that the state shall con-
tinue to contribute for these purposes to an extent egual to the
1925 re-agsessment of land with normal increases.

1 do not favor partial segregation. I favor glving to
the localities for exclusive local taxation all real and tangible
personal property and to the state all intangible property for ex-
clusive state taxation.



=6

Now, let us seée how we make up Lo the state the loss she
suffers by this plan:

Plan of Making Up Loss to State.

Segregate to the State:
Claas l. (Hotes, bonds, and other evidences of debt)
20 cents now belng taxed by locality % 400,000.

Segrepata to the 3tate:
Class 2, (Capital). 30 cents now bzing taxed by
locality 4340, 000,

Segregate to the State:
Bank Stock -~ B85 cents now being taxed by loeality B00, 000,

(o increase in the total tax rate is made)

The repeal of the atate tax on public service realty
amounts to approximately $400,000. T[ncrease tax on
gross income of public service corporutions to the
equivalent 400, 000,

In 1918 the rolling stock of railroads was segregated to
the State at the average of all local rates. Roll-
ing atock is now taxed at $1.75, whil: the average
rate 1s $2.42. This additional assessment of 55.6%
per %100 will realize 535, 000,

Transfer the $700,000 county road aporopriation, with-
out disturbing the one-cent gasolins tax now going
to counties for farm-to-market roads. Increase in
recaiptas from gascline tex will absor® loss. In
1927 kr. Shirley estimates the one-cent county gas-
oline tax will amount to 31,750,000, 700, 000.

Egqualization of automobile licenses on basis of 3/44
per pound of weight instead of horse-power, ef-
fective in 1927, and dewvoted to roads. Increased
revenue 600,000,

Saving in administration and commissions for collections 185,000.
ent '
PHC BB cRSments Total 4 3,910, 000.

{Note = If the rate on intangibles is decreased and an Ilncrease
on net incomes above £5,000 is made as proposed, this loss
inrevenue from intangibles would be . - . made up
by increased revenue from incomes. )

By this plan ninety-four counties will gain, after deducting
all losses, including each county's proportion of the £700,000 road
appropriation. Nineteen cities will gain and four will lose. My
own city of Winchester is one of the four losers.
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All cities will gain
Cities will lose in intangibles

Het gain

Al counties will gain

Countics will lose in
intangibles

Loss county road appro-
priation

Net gain to counties
llote - Loss to counties of {700,000 county road appronriation
will be made up by increased receipts from one-cent county gasoline
tax before 1927 when Act is effective.
Total gain to cities and counties
Mede up as follows:

Increased tax on incomes of public service
corporationa equivalent to repecal of

state tax on public service roalty $400,000.

Equalizing tax on rolling stock of rail-
roads with average rate 338, 000.
Equalizing antomobile license tax 600, D00.
Saving in cost of administration __ 155,000,
fotal % 1,520, 000.

It should be understood that the galn fto the locallties 1s
based upon the present ratio of assessed value of land and tanglble
personal proporty. The average assesaments of the twenty-tarce
cities as compared to actual value is 56 per cent. The average of
the one hundred countlies is 32 per cent. The grand averags for
the entire state is 41 per cent. In 1923 four citlies were assesscd
less than the grand average and seventy-five countles were assessed
below this average. The repeal therefore of the astate land and
tangiple property tax gives relief to each locality proportionate
to the ratio of assessed value to real value of that locality.

Increase in Tax on Rolling Steck of Railroads
and Publie Serviec Corporations.

The increase in the tax on the gross iIncome of public service
corporations to an amount equivalent to the repeal of the state tax
of §400,000 derived now from the assessment of publie service realty,
is justified by business condiltions.

The increase in the tax on relling stock of railroads to an
amount equal te the average of the rates throughout the state is
necessary to secure an c¢quality of ta xation with other classes of
tangible perscnal property,

Transfer of the $700,000 County Road Appropriation.

The amount of $700,000 is being eppropriated for the improve-
ment of county roads. It must be matched dollar for deollar by the
county and the joint fund 1s expended under the controel of the Siate
Highway Cémmission. In about thirty countiss this fund amounts to
less than $2,500 per county. Farm-to-market ?nads improvement 1is
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eszaential to our progress. In suggesting the transfor of this ap-
progriation to the general treasury, I am confident that the develop-
rent of these important roads will not ba retarded. The ore-cent
conaty gasolinz tax will continve to go to the countics in monthly
neymants, and will amount to $1,750,C00 in 1227, an average of
wa7,000 to cach county, according te Mr, 3hirley's eatimate. Thore-
Fti*2 the Inerease in the receints from the gasoline taz will, befor:
the repeal of this $700,000 road appropriation in 1927, neerly
evscrb the loss occasicned by this traonsfer. The covnty gasolire
tex In 1927 will approximately cqual the combined reecipts froi both
Lth2 1625 county one-cent gascline tax and the present appreprisniliza.

It should alsoc be considcred that, in the plan of scgrogstion
above proposed, a large percentage of the Intangibles segregstzd to
thoe svate are reoturncd from tho cities. 1In wiew of the guins to the
counties by the repeal of the state tax on land end tangible parsunal
property 1t is not unjust to the counties to transfor this fund o
the state, while 2till giving the countles the constantly inecrcrsing
one=cent gasoline tax for their road purposes,

If it 1s desired to replace each county's proportion of this
road fund, ninety-=ix counties can levy a sufficlent part of the
25-cent state tax romoved and a large majority of the counties czan
8till give a direct reduction to the taxpayers.

From 1918 to 1923 the State meaintained epproximately two
thousand milez of rood, Since 1925 the Statz has been maintaining
approximately five thousand miles, thus relieving the counties of
such maintenance, Each yecar further additions sre mode to the
State system and all highway routes through tewnships up to 3,500
population are maintalned by the State.

I believe the one=-cent county gesoline tax should be used
primarily for maintenance and tiis preserve many farm-to-market roads
now disintegrating through lack of adeguate maintenance.

Equalization Ei Motor Licensae Tax.,

Twenty-five states have adopted either a weight basis or
combined weight and horse-power basis for taxing motor vehicles for
license=, This is done in recognition of the fact that the damage
to the roads is in proportion to the weight and not horse-poewer.
Makes of cars weighing twice as much as the Ford are now paying the
same license tax as the Ford in Virginia.

In our general program of tax equalization this glaring in-
Justice to the owners of the lighter cars should be corrected by
following the example of other states and fixing the license by
weight,

A tax of 3/4 of a cent per pound of weight will reduce the
license tax on the Ford touring car about $1.00, and the Ford run-
about by more than $2.00.

This tax will make available £600,000 additional,

If the equalization of the automoblile licerse tax i3 adoonied
I hope to be able in two years to recommend s reduction in tihe
license tax, by reason of the increaszses in the gesoline tax, waiech
is the fairer  tax, But we should equalize first.

I will welcome practical suzgestions for the conselidation
of the different motor taxes: (1) state license; (2) city license;
{(3) local property tax; so that the payment of the moter faxes may
be simplified.
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The loss of $1,961,500 to schools will be made up by increas-
ing the appropriation from the general treasury to this extent.

The loss to State roads of §1,438,800, will be made up as
follows:

ppansfer of county road appropriation & 700,000,
Rgualization of licenae tax 600, 000.
Increased appronriation from gen. treasury _138,800.

Total # 1,438,800.

The loss to health of $143,880 will be made up by increasing
the appropriation from the general treasury to an equal amount.

Now, where will the general treasury get the monsy?

The general treasury would gain as follows:

Segregzation of intangibles and bank stock %1,680,000.

Increase in tax on public service corpora-
tions and rolling stock of railroads 735,000.
Saving in administration 185,000,
$2,610,000.

Less increased appropriations from general
treasury for roads, schools, and tuber-

culosis as above 2,244,200,
Balance $ 365,3800.

The balance of 3365,800 is a margin of safety, which added
to the other gains later outlined can provide in part for the existing
deficit.

I am advised by competent authorities that section 135 of
the Constitution, which regqulrcgs an appropriation to schools egqual to
a mill tax, is satisfied by an appropriation from the general treasury
equal to the proceeds of the mill ta x. Such an appropriation is
provided in this plan., This removes any constitutional inhibition to
complete segregation.

Objections Considered.

I will very briefly refer to the major cbjections that have
been advanced to segregation:

1. That it has been tried and has failed.

This 1is not true. Ve have never had real segregatlon.
In 1945 the State retained the mill tax on real and tangible personal
property and the localities continued to tax intangibles.

5, That with segregation, the revenus for the general treas-
ury of the State is not flexible enough to meet the demands of progress.

The conditions existing today are guite different from
the conditions of 1918, when the demand for increased appropriations
for roads, especially to meet the Pederal Aid, contributed to the
increase in the 3tate tax on land and personal property, and disrupted
the partial segregation plan adopted in 1915. The gasoline tax was
not then considered. Today the gasoline and license taxes are
largely providing for roads under the pay-as-you=-go plan. With an
increase of one-cent in the present gasoline tax (toc which I was
pledged in my cempaign, and which I believe is generally endorsed
throughout the State), combined with the normal increase in the gaso-
1ine tax receipts, there is a dependable and progressive source of
revenue for road building. Indeed there is a prospect after the bi-
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ennium &6f 1926 and 1927 that a part of the road appropriation from
the general treasury may be transferred to other State activities,
as the judgment of the General Assembly may approve.

I have stated and agein repsat my opposition to dedicating
either the gasoline tax or the automobile license tax to purnoses
other than roads, A diversion of this fund to otner purposes destroys
the inherent justice of this tex, which is being cheerfully agreed to
by the motor owners of Virginia bacocuse it is expended Tor tine im-
provement of roads, and thus henefits directly thouze who pay it.

Again, under our present business development, there is a
continuing and notable increase in the assessment of iantangibles
now segregated for State taxation. This source of State revenuve now
yilelds a great deal more money than could have been collected in
1918,

%. That if the tax on land and personal property 1ls removed,
legislative representatives may vote for extravagant appropriations
because the districts they represent contribute so little to the
general treasury.

This will not be true under conditions existing today
for the same reasons as outlined in enswer to objection Ne. 2. In-
tangibles segregated to the State are widely distributed. The gas-
oline and license tax, devoted to the State system of roads, in-
cluding the one-cent tax for county road purposes, are nald hy
300,000 automobile ovmers located in every corner and section cf
Virginia, At present many countles contribute as little as %5, 000
and even less to the State treasury by the 25-cent tax., The repeal
of this tax is not likely to influence representatives to engzage in
the unpatriotic and wasteful expenditure of public funds.

4. That the State tax on land and personal property will
azain be imposed and will work a hardship on those localities that
have surrendered intangibles.

A8 an answer to this, I propose an amendment to the Con-
stitution to be voted on in the presidential election of 1928, wvhen
a representative vote is asawred, to prohibit the State from taxing
land and tangible personal property. This will afford a referendum
to settle this guestion which 1s now threaten ing the unity of Vir-
ginia, auch a referendum should remove this question from political
campaigns thereafter.

If the amendment be adopted, it means an endorsement, after
a feir trial, of real segregation and a perpetuation of this policy
by a constitutional provision. If disapproved, a mandate will he
given to the General Assembly to abandon segregation and adopt ancther
plﬂ.n .

Equalization and Reduction of Intangible Taxes.

I favor a reduction in the tax on the ownership of stock in
non-resident corporations already taxed in other states, from $1.10
to §.50 per $100 of assessed value, effective for 1926, and segrega-

ting this tax to the State.

I favor a reduction in the tax on notes, bonds, and other
evidences of debt, effective in 1926, from $.55 to $.50 per $100 of
assessed value.

In order to encourage industrial development, essential to
our prosperity, I favor & reduction in the tax on capital, effective
in 1926, from $1.15 to $1.00 per 5100, and lower if possible, and
a reasonable adjustment and clarification of the definition of
capital.
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Losses to the State treasury by the above reductions will
be as follows:

Loss to State by roduction in tax on ownership
of stock of non-resident corporastions, but gain to in-
dividual taxpayer & 180,000.

Loss to State by reduction In tax on notes,
bonds, and other evidences of debt, bhut galn to in-

dividual taxpayer 100, 000,
Losa to State by reduction in tax on

capital, but gain to taxpayer 240,000,

Total $ 520,000.

I favor an increase in the income tax above $5,000 of net in-

come sufficient to make up this loss. "The present income tax is

one per cent. up to $3,000 of ret income, and two per cont. above

3,000, By increasing the rate from btwo to three per cent above

5,000 net income, an additional revenus of 2579,675 will result,
according to the Auditor's estimate. This places the loss, wlth a
maergin of safety of §60,000, in reducing the rate on intangibles and
capital in industry, in a measure upon the same class who receive the
benefit, but the burden will be more gquitable as it will fall upon
the taxpayers most able to pay, The barrier now existing azainst
desirable immigration into the State will be removed and industrial
development stimulated.

Administration.

T well know that tax segregetion is not the end of taXx re-
form, It is merely an incident in its progress. Administration is
the key to genuine tax reform.

If the plan above outlined be adopted, just and efficient
administration can only be secured by a competent state tax hoard to
control and supervise the collection and assessment of intangzibles.

T would favor a pald chairmen of proven executive ability
and knowledge of taxation, the other two members to Dbe the Governor
and Auditor. The appropriation for the State tax board is now
$18,400 annually.

The tax board as thus constituted should supervise the
assessments of intangibles and give advisory aid, if degired, in
equalizing real estate assessments as between citizens of the same
community; but with the express provision that, so far as land and
tangible property are concerned, this advisory authority is to be
exercised only when requested by the local board of egqualization,

T am convinced that the return from intangibles, capital, and incomes
can be greatly increased by efficient administration.

Reduce Commissioners EE Revenus.

I favor a State law to reduce the commissloners of revenue,
after their present terms, to one in each county, with the power to
appoint deputies in the large counties where oneé man cannot do the
worlk, FPorty-five counties have one commlssioner of revenue. The
remaining fifty-five have a total of 154, . This will reduce the
office-holders by ninety-nine and save $88,189 to the counties and
#40,440 to the State, and make a total saving of 128,629, It will
add to efficient administration.
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The Deficit.

This plan will provide a margin of safety to partially
petire the deficit in the State treasury, which every dilstate of good
business demands. Other arrangements for its extinction in a
reasonable peripd should be mode .

I have made no allowance for increased nu:ﬂsﬂQGnts of in-
angibles, which T thinkt will certainly result frow th2 Feiuatinn in
rate and more efficlent administration. :

Incorporated Towms.

Great care has been taken not to work a hardship on in-
corporated towms. The ma jority of intansibles within the counties
is in the tovnships and the local tax ollected is applied to town,
not county, PUrposcs.

A table carefully prepared shows that, if the tangible
personal property within each township is segregated to the towns
for exclusive taxation without inecreasing the present iax, the towns
will in most instances be compensated for the loss incuprred by seg-
regating intangibles to the State., I am considering other methods
of compeunsating the towns whish mar be preferable.

wxact InformuE;nn.

i am prepared to furnish, upon request, exast information
as to how this plan affects pach city, county, and tovm.

simplification of Tax Laws.

By my investigation of our tax laws, I am aonvinced thuat
a most useful work can be accomplished by a codifisation end simpli-
fication of our tax laws, Wo revision of our tax .aws has beoen made
since 1903. our tax laws should be codified in one Act entitled,
"phe Tax Code of Virginia." Our tax laws ars in a state of ceufusion
and are difficult %o understand. In many lnstoncas their meaning 1s
ambiguous or obscure.

we have & calendar year for taxing incomes, the »ggular
tax period of February 1, the liecaense jyear of May 1, the appropriation
year of larch 1, and the fiscal year, when all devartments report, of
July 1.

A constitutional amendment 1s voted on next fall to change
the appropriatlion jyear to July 1, whaich, if adopted, will greatly
improve present conditions.

T will augzest the appointment of a non-salaried commissien,
of which the head of the Leglslative Reference Bureau will be chair-
man, to present to the next (General Assembly a simplified code of our
tax laws,

Income and Inheritance Taxes.
._,__.——,_-—._-—.-——.----._—_,_-.-—

T am investigating the guestion of narmonizing,as far as
possible, the computations of the state income tax and the federal
tax, so that the federal income report can serve as & nagis for the
state report. I aiso favor jiving ©o the taxpayer the right to
choose a fiscal year as iz now glven by the national governm3nt.

with adequate suthority vested in the state tax Yoard, I
would favor the assessment of incomes exclusively by this board,
using the tax returns of the federal governmenti as & check on the re-
turns under the state tax law., This will resuit, I am nssurzd, In &
mach better administration of ocur income tax law,
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I favor & practical arrangement with the federal government
whereby a joint state and national inheritance tax mey be imposed
without increasing, and if possible, reducing the present tax. The
receipts from the state inheritance tax last year were 54093 000,
segregated to schools, I expect later to make more specific sug-
gestlons as to this tax.

Abolish Land ﬂiiﬁ?i?ﬂi‘

I favor an amendment to the Conatitution to abolish land
assessors, and the necessity of guintennial assessments, giving the
right to each locality to order re-assessments whencver desirad. I
would impose this work upon commissioners of revenue, with reasonable
compensatien,

373 land assessors were appointed in 1925 and cost the 3tate
alone approximately $150,000, with an ejual or greater cost to the
localities,

The commisaiconers of revenue are among our most important
officials. By e reduction in the number &nd a consolidation of
duties now performed by land assessors, adeguate compensation can be
paid without increasing, and, in fact, reducing the total burden on
the State, and at the same time attract to this important service
men of ability and industry.

Fquelization among the taxpayers of each locallty will be
promoted very much by the repeal of the state land and property tax -
perpetuated by constitutional amendment - as thc fear of increased
assessment by a central state tax agency will be removed.

Abolish Present Boards of Revilew.

T favor the repeal of the present law providing for the
appointment of three citizens to act as members of local boards of
equalization for land end personal propertiy assessments, which will
abolish 369 officials, and in lieu thereef I recommend a board com-
posed of the chairman ef the board of supervisors in counties, and
president of the city council, or other of flcer desiznated by the
city council, in cities, together with the clerk of corrt and the
eounty or city treasurer. The chairman shall receive a reasonable
per diem compensation for this work, while neither the clerk nor
treasurer shall receive additional compensatlion. This Board, as thus
constituted, shall sit once each year vhen the books of the commission=-
er of revenue are complete, and by advertisement notify the public
that consideration will be given to all complaints of inequality of
assessment between citizens of that locality, and shall ejualize such
property assessments.

An aroused interest in local assessments by the repeal of
the State land and tangible personal property tax will impel the
equalization board, selected from officers elected by the people, to
give heed to the removal of insqualities botween citizena of the same
locality., This, combined with one commissioner of revenue, and
advisory aid from the State Poard will provide adequate machinery
for local egualization,

Multiplicity of State and Local Officials.

The people of Virzinia justly complain of the maltiplicity of
State and local officials. The consclidation of duties will vest
public office with a greater responsibility to the veople and Inmorove
the service by attraciing men of capacity te fill these of fices. In
this statement I sugzest the abolition of 99 commissioners of revenue,
373 land assessors, and 369 members of local egualization boards, and
the transfer of their duties to existing officials, with a substantial
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“saving 1o the- State. I will later make other suggoestlons along this

111’]@ [

Cost EE Local EEEEFEEEEE'

Nearly two-thirds of the tax yurden of Virginia is imposed by
the local governments. Tax pelief must larzely come from a better
business administration of lecal governments, which have enormously
incroased in cost, T will later submit practical suggestions for
greater elficlency, and for an intelligent publicity that will inform
the taxpayers abouf the business operations of their owm local govern-
menta.

I can only recomnend. It 1s for the General sssemoly and
Virginianz to act. 1 have presented a tax plan vhich I belleve
funddmentally sound, I believe that the followin: prineiples are
carried out, without retarding the prensonable progreazs of the State:

1, Egqualization of tax turden as betwesn tax units.

2, pelief %o the farmers and land owners and wage earners
by repeal of state 1and and tangible nersonal property tax, which in
many localities should be passad on at least in part te the taxpayer.

3. The removal of the bharrier now existing azainst desirable
new residents by the virtually prohibitive rate on stoclk owmed in non-
resident corporatlons.

4. Relief to industrles in order to promote our industrial
development.

1 hope that I interpret intelligently the new spirit of
progréss in Virginia, My contact with thz Virzinia pecople during a
spirited primacy cempalgn convinces me that this peoole are demanding
progress as never before, but they are equally insistent thet their
public affairs be conducted with an efficlent ecoromy. The people
of Virginia have been very gemerous to me; bul thiir very generosity
has made me more conscious of uy solemn obligations to them, I am
not vain enough to feel that they estinate my apilities as superior
to many public men who would serve them, but I do believe that they
agreed with my platform and trusted me to be faithful to the promises
I mede.

This faith I have kept in the tax plan I have outlined
here; this faith I will try to keep in all that I do as Governor.
In the same spirit of {idelity to ths expressel will of the people
the members of the General Assembly will consider the tax plan it is
my duty to present to them.

I desire above everything else co-operation and sympathetle

tpam-work on the pari of the General Assembly by members of both

political parties and all Virginiens.

Pax reform lies too close ©o the heart of progress in Vir-
ginia to permit political differences to darken or disturb the
patriotic obligation te accomplish a great work for the State. But
this work must be done within the boundaries prescribed by the ex-
pressed will of the pecple. They have declared themselves upon the
general principles upon which we may work out an improved tax aystem.
If some men of sirong convictions contrary to those expressed at the
polls at the time of my nomination and aigction cannot agree that the
plan here outlined is the best possible plan, I nevertheless welcome
them to join us in this translation of the popular will, gxpressed in
general terms, into a iaw to be worked out in detail. TFor this reform,
when accomplished, will guiclken the progress that beckons Virginis to
a new day of development and prosperity. We are all Virginians, in-
finitely proud of our State and ail its sections, Can we not get to-
gether and agree on the noble conception that what is best for all is
in the end best for each?



