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Arravsas Tax Commrssiox v. CrirreNpEN COUNTY.
Opinion delivered April 27, 1931.

1. TAXATION—DISCRIMINATION IN CLASSIFICATION.—The Legislature
cannot discriminate between different classes of property in.the
imposition of taxes.

2.  TAXATION—CLASSIFICATION OF RAILROAD PROPERTY.—The Legisla-
ture may classify railroad property as a separate class for tax-
ation, so as to require assessment of the entire line of a railroad
as a unit.

3. STATUTES—CONSTRUCTION.—Statutes are to be construed with
reference to the public policy which they are designed to accom-
plish.

4. STATUTES—CONSTRUCTION.—The intention of a statute is to be
collected either from the words, the context, the subject-matter,
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the effects and consequences, or from the spirit and reason of the

law, and from other acts in pari materia.

STATUTES—AMBIGUITY.—Uncertain or ambiguous words of a

statute should always be construed so as, if possible, to produce

a reasonable and just result.

6. TAXATION—RAILROAD BRIDGE—A railroad could not acquire a
bridge except for a railroad use, and when so acquired such
bridge became a part of the railroad, to be assessed according
to the mileage rule.

7. TAXATION-—RAILROAD BRIDGE.—A railroad bridge across a navi-
gable stream which had been taxed as local property, when ac-
quired by a railroad for its trackage, became a part of the rail-
road and taxable by the Tax Commission, and not taxable as an
independent structure by local authorities, under Acts 1827, No.
129.

w

Appeal from Pulaski Circuit Court, Second Divi-

sion; Richard M. Mann, Judge; reversed. )
STATEMENT OF FACTS.

This suit was begun in the Second Division of the
Pulaski Cirenit Court by Crittenden County and the Hul-
bert Special School District against the members of the
Arkansas Tax Commission by a petition for a writ of
mandamus. The petition reads as follows:

““‘Come your petitioners and as ground for the issu-
ance of a peremptory writ of mandamus against the re-
spondents as constituting the Arkansas Tax Commission
as hereinafter praved say: :

“Ist. That on July 10, 1928, the St. Louis-San
Francisco Railway Company. procured from the Inter-
state Commerce Commission an order permitting the
purchase by it of the property of the Kansas City &
Memphis Railwayv & Bridge Company, at a valuation
of $3,368,405.51 ; that on September 1, 1928, a conveyance
of said bridge property to said railway was made for the
consideration aforesaid; that the property of said bridge
company consists of a railwav bridge across the Missis-
sippi River at Memphis, Tennessee, connecting said city
with Crittenden County, Arkansas, along the line of said
railwav: that said bridge cost to construet approximately
$2,998,000 and about 70 per cent. of the physical structure
is in Arvkansas; that that part of the bhridge proper,
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together with the approach thereto, both lying in Arkan-
sas, is occupied by 2.20 miles of main track railway; that
all of said bridge and approach thereto lying in Arkansas
lies wholly within Crittenden County and Hulbert Special
School District in said county, your petitioners herein.
““2d. That prior to said conveyance that part of
said bridge proper lying in Arkansas was duly assessed
by respondents or their predecessors in office atting as
the Arkansas Tax Commission for purposes of taxation
as lying in Crittenden County and Hulbert Special School
District under its corporate name of Kansas City &
Memphis Railway & Bridge Company, at a valuation
of $550,000, and county school district taxes were regu-
larly levied, assessed and collected against the same by
petitioner county and school district; that the said Hul-
bert Special School District, relving upon said property
continuing to be assessed as a part of the taxable value of
said district, issued $175,000 bonds of said district, a
large part of which is still outstanding and unmatured.
““3d. That, subsequent to said conveyance of said
bridge property to said railway, the respondents herein,
acting as the Arkansas Tax Commission, as aforesaid, in
assumed compliance with the taxing laws of the State of
Arkansas relative to the assessment of railroads and
particularly in assumed compliance with act 129 of the
Acts of 1927 and § 22 thereof, treated the said bridge
property as a part of the main line of said railway, com-
puted the average value of the main line of said railway
and allocated to said school distriet and county only that
proportion of the total valuation of said main line which
the mileage therein bore to the total mileage of such main
line trackage in Arkansas, and ceased altogether to local-
ize the assessed value of said bridge property in said
county and school district; that this method of computa-
tion, assessment and allocation resulted in a loss to said
county and school district of assessed railway value
therein of the former assessed value of said bridge prop-
erty of $550,000 and a total gain in main line trackage
‘alue of less than $9,000 for each of the years 1928 and
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1929, and will result in a like loss of assessed value and
consequent revenue for the year 1930 payable in the year
1931 and for subsequent years.

““4th. Your petitioners maintain and aver that a
true construction of the taxing laws of the State of Ark-
ansas and particularly of § 22 of act No. 129 of the Acts
of 1927 require respondents, the Arkansas Tax Commis-
sion, to ascertain the total utility operating value of said
railvay in Arkansas, and, in connection therewith, the
value of its localized component parts for the purpose
of assessing such localized property in the taxing dis-
triet where located; that as expensive a structure as a
bridge across the Mississippi River, necessarily localized,
must he separately valued under the terms of said section
of said act and such physieal value assessed for taxation
in the district where located. _

“5th. Your petitioners, for the purpose of showing
that said hridge property should be separately valued
and its physical value assessed be localized in said county
and school district, maintain and so aver that the physi-
cal value of said bridge equals approximately the value
of one hundred miles of ‘main line track; that said rail-
way, by reason of its ownership of said bridge and the
cost thereof, is allowed by the Interstate Commerce
Commission to charge and collect excess rates and fares
thereover for the transportation of freight and passen-
ders equivalent to a charge made for an extended haul
of abount nineteen miles over its main line; that that part
of said bridge property lying in the State of Tennessee is
separately assessed at $667,000 in the name of said bridge
company and not as a part of said railway; that said
hridge possesses, for purposes of transportation there-
over and apart from its use as a part of said railway
svstem, a value only slightly less, if any, than the value at
which it was purchased by said railway; that said bridge
was taken over as an operating property by said railway
at a fixed valuation; was already localized and valued by
respondents, and no change should have been made other
than in its ‘intangible value,’ if any.
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“6th. That the action of said respondents, acting as
the Arkansas Tax Commission, in refusing to separately
value said bridge property and localize the physical value
thereof together with a proper portion of the intangible
value of said railway in Crittenden County and Hulbert
Special School District, as required by law, has resulted
in a loss of taxable revenue to Crittenden County of about
$4,000 per annum, and to Hulbert Special School District
of about $9,000 per annum for each of the years 1928 and
1929, and will result in a like loss for the year 1930, pay-
able in 1931, and subsequent years, unless such erroneous
action be corrected by proper order of this court.

““Premises considered, petitioners move this honor-
able court that an alternative writ of mandamus, or other
process, issue directed to said respondents acting as the
Arkansas Tax Commission, commanding them to appear
and show cause, if any they can, why an order should not
be made ordering and directing them as said commission
to separately value the bridge property above described
lying in the State of Arkansas and allocated to Critten-
den County & Hulbert Special School District the phys-
ical value thereof, together with.such part of the intangi-
ble value of said railway system as may be properly pro-
rated thereto under the provisions of § 22 of said act No.
129 of the Acts of 1927, and to certify such assessment as
required by law.”’

An amendment was filed to the petition which reads
as follows: ‘“Petitioner, as an amendment to motion for
writ of mandamus, further alleges that the St. Louis-San
Francisco Railway Company is a foreign corporation
maintaining interstate lines of railroad, one of which
enters the State of Arkansas at Memphis, Tennessee,
crossing the bridge in question in this suit and running
thence in a northwesterly direction for a distance of ...
miles through the counties of Crittenden, Poinsett, Craig-
head, Lawrence, Randolph, Sharp, and Fulton.”’

The defendants filed a demurrer to the petition of
plaintiffs which was overruled by the court. The defend-
ants elected to stand upon their demurrer, and it was
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ordered that the petition for mandamus be sustained. The
defendants have appealed.

: Hal L. Norwood, Attorney General,"and Walter L.

Pope, Assistant, for appellant.

A. B. Shafer, for appellee.

Harr, C. J., (after stating the facts). This appeal
involves the correctness of the assessment made by the
Arkansas Tax Commission of the railroad of the St.
Lounis:San Francisco Railway Company, which is an
interstate railroad, having a part of its line in the State
of Arkansas. Prior to the year 1929, said railway com-
pany used a bridge crossing the Mississippi River from
the Arkansas side to Memphis, belonging to the Kansas
City & Memphis Railway & Bridge Company. While
belonging to said bridge company, the Arkansas Tax
Commission assessed the taxes to said bridge company.
On September 1, 1929, said bridge company having sold
the bridge to said St. Louis-San Francisco.Railway Com-
pany, the Arkansas Tax Commission assessed it as a
part of the line of railroad of said railway company, and
there has been no separate assessment of the bridge to
said bridge company or to said railway company. The
question in the case is whether said bridge across the
Mississippi River can be separated from the balance of
the line of railway of the St. Louis-San Francisco Rail-
way Company and separately assessed for the purpose of
taxation and subjected to a different tax rate. In making
the assessment of the property of said railway company,
the Arkansas Tax Commission followed what it con-
ceived to be the requirements of act 129 of the Acts of
1927, and adopted the general rule of assessing railroad
property as a unit substantially as’it had heretofore been
followed in this State.

Section 5, article 16, of the Constitution of 1874 pro-
vides that the value of property for taxation shall be
ascertained in such manner as the General Assembly shall
direct, making the assessment equal and uniform. By
article 17, § 1, of the Constitution, all railroads are .
declared to be public highways, but the public are entitled
to use them upon the condition of paying toll.
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The Legislature is not allowed to discriminate be-
tween different classes of property in the imposition of
taxes. The only discrimination with which it is vested is
in the ascertainment of values so as to make the assess-
ment equal and uniform throughout the State. There-
fore, the Legislature has the power to classify railroad
property as a separate class for purposes of taxation,
and this is mecessary from the inherent nature of the
property. When the entire line of railroad is assessed
as a unit, the constitutional requirement of equality and
uniformity then presses the burden of taxation upon the
whole mass alike, and prevents the possibility of legisla-
tive action oppressing one part for the benefit of the rest,
or favoring one at the expense of the others. Little Rock
& Fort Smath Ry.v. Worthen, 46 Avk. 312.

In the case of St. Louis, Iron Mountain & Southern
Ry. Co. v. Worthen, 52 Avk. 529, 13 S. W. 254 7 L. R. A.
374, the court expressly held, that under article 16, § 5, of
the Constitution, the Legislature has power to classify
property for purposes of taxation and to provide for the
valuation of different classes by different methods. It was
further held that the separate classification of railway
property for taxation and its assessment by an instru-
mentality different from that employed in the valuation
of other property are justified by its peculiar nature and
uses. Upon the subject the comrt said:

‘“From the pecaliar nature of railroad property, its
dissimilarity in use and value from the mass of other
property, and its continuous extent through different
localities, it is commonly regarded by the State that it
cannot, in justice to the owners, be as fairly and uni-
formly valued by the numerous local instrumentalities
provided for assessing other property, as by a State
board created for the purpose. The industry of the Attor-
ney Greneral has furnished us references to the statutes of
a large number of States showing that the practice of
assessment of railways as units by State boards is almost
universal.”’
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In Railway v. Williams, 53 Ark. 58, 13 S. W. 796, it
was held that, where a bridge corporation owning a rail-
way toll-bridge grants the use thereof for a period of its
corporate existence to a railway company, preserving its
corporate franchise and the right to contract with other
parties for the use of the bridge, the bridge should be
assessed by the county assessor as the property of the
bridge company, and not by the State Board of Railway
Commissioners as the property of the railway company.

In that case, however, the court said that bridges which

are on the line of the railway and are railway property
are to be assessed as an integral part of the railway. The
court said that they fall within the exclusive jurisdiction
of the State board, and the increased revenue which is
derived from the railroad on account of them is allocated
to the several counties through which the railroad runs.
This comes from the legislative policy of taxing each rail-
road as a unit. The court recognized that the question
depends upon the ownership of the bridge. If it be rail-
way property used in connection with the operation of a
railroad, it is then assessable as railroad property.

This rule has been adopted by the Court of Appeals
of Kentucky in Board of Equalization v. Louisville &
Nashwille Rd. Co., 139 Ky. 386, 109 S. W: 303, where it
was held that, where a railroad owned and maintained a
bridge as.a part of its railroad system, such bridge was
assessable for taxation by the railroad commissioner and
not by the local authorities of the county in which it was
located. To the same effect see State of Missouri v. La. &
Muissowri Rwer Rd. Co., 196 Mo. 523, 94 S. W. 279; and
Pittsburgh, etc., Ry. Co. v. Backus, 154 U. S. 430, 14 S. Ct.
1114. In the latter case the court said: :

““When a road runs through two States, it is, as seen,
helpful in determining the value of that part within one
State. to know the value of the road as a whole. It is
not. stated in this statute that, when the value of a road
running in two states is ascertained, thé value of that
within the State of Indiana shall be determined absolutely
by dividing the gross value upon a mileage basis, but
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only that total amount of stock and indebtedness shall be
presented for consideration by the State board. Never-
theless, it is ordinarily true that, when a railroad con-
sists of a single continuous line, the value of one part is
fairly estimated by taking that part of the value of the
entire road which is measured by the proportion of the
length of the particular part to that of the whole road.
This mode of division has been recognized by this court
several times as eminently fair. Thus, in State Railroad
Tax Cases, [92 U. S.] on page 608, it was said:

¢ ‘It may well be doubted whether any better mode
of determining the value of that portion of the track
within any one county has been devised than to ascértain
the value of the whole road, and apportion the value
within the county by its relative length to the whole.” ”’

It is claimed, however, that this rule has been
changed by the act of the Legislature of 1927, referred to
above. See Acts of 1927, p. 400. This act created the
Arkansas Tax Commission and defined its powers and
duties. The act contains thirty-seven sections; and
among the numerous regulations set out is one in § 16,
which provides that, in the case of all corporations and
other associations, the commission shall take into con-
sideration the value of all the property as a unit whether

all or only a part of it is in the State.

' Section 22 of the act is the particular section relied
npon by appellees to change the rule above announced.
It reads as follows:

"““The commission shall assign or apportion the
assessed value of the property of all persons, firms, com-
panies, co-partnerships, associations and corporations,
which it is required to assess, in the following manner:

““There shall be deducted from the true market or
actual value of the entire property, tangible and intangi-
ble, ascertained as in this act provided, the true market
or actual value, as ascertained from the information fur-
nished by report, or otherwise, of all real and personal
property of such company not used in its business as a
public utility, and the remainder shall be treated as the

7
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true market or actual value of all its property, tangible
or intangible, actually used or employed in its public
utility business.

““The commission shall then ascertain and fix the
value of the total utility operating property, tangible and
intangible, in this State, by taking such proportion of the
true market or actual value of the entire operating prop-
erty, tangible and intangible, of such company, actually
used in its public utility business, as its total lines within
and without this State, or as its total receipts or income
from operation both within this State bear to its total
receipts or income from- operation, both within and with-
out this State, or by using such other recognized method,
or combination of methods, as will, in the judgment of the
comtaission, result in a just and equitable apportionment
to this State of its due proportion of the value of the
total utility operating property.

‘““When the value of the total utility operating prop-
erty, tangible and intangible, in this State has been deter-
mined; or when the property and operations of such com-
pany is wholly within this State, there shall be assigned
or apportioned to the several counties, towns, school dis-
tricts and other taxing distriets through or in which sueh
company operates the value of all real estate and all
tangible personal property which had a fixed situs therein
on the first day of January of the current tax year; and
the remaining part of the assessment, if any, shall be
assigned or apportioned among the several taxing dis-
tricts in proportion to the value of the tangible property
assigned or apportioned thereto. Provided, that the value
assigned to rolling stock of street, suburban or inter-
urban railroad, railroad and bus line companies shall be
apportioned among the several counties, towns and
school districts through or in which such company oper-
ates in proportion to the mileage operated therein, and
provided further, that the value of the personal property
of any express or sleeping car company shall be appor-
tioned among the several counties, towns and school dis-
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tricts through or in which such company operates in pro-
portion to the mileage operated therein.”’

It is earnestly insisted that the latter part of the sec-
tion, which provides that, when the value of the total util-
ity operating property in this State has been determined,
there shall be apportioned to the several counties, towns,
school districts and other taxing districts, through or in
which such company operates, the value of all real estate
and all tangible personal property of a fixed situs. It is
claimed that rolling stock is the only clement of value
apportioned upon a mileage basis, and that the bridge
has a fixed situs and should be apportioned to the school
district and other taxing districts in which it is situated.
They say that it possesses a local value easily determin-
able; and that, by the method of assessment used by the

Tax Commission, they have refused to apportion such
value to the ta\lno district wheve the bridge is located.

We do not agree with this contention. “In the first
place, statutes are to be construed with reference to the
public policy they are designed to accomplish. Harris v.
State, 169 Ark. 627, 276 S. W. 361; Miller v. Tatwm, 170
Ark. 152, 279 S. W. 1002; and Twrner v. Ederington, 170
Ark. 1155, 282 5. W. 1000. In the last case cited, it was
said that the intention of a statute is to be collected either
from the. words, the context, the subject-matter, the
effects and consequences, or from the spirit and reason of
the law, and from other acts in pari materia.

This 1s but another way of expressing a well-settled
rule of statutory construction which leads to the same
conclusion; and that is, that uncertain or ambiguous
words of a statute should always be construed so as, if
possible, to produce a reasonable and just result. State
ex rel. v. Louwisiana & M. R. R. Co., 215 Mo. 479, 114 S.
W. 956.

Under our Constitution and laws, a railroad company
could not acquire a bridge except for railroad use. When
a bridge was pulchased by the railroad company and
used by it for the purpose of operating its trains on the
tracks  laid across the bridge, then the bridge became
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a part of the line of the railroad, and was to be assessed
according to the mileage rule. The value of the bridge
would be taken into consideration' by the Arkansas Tax
Commission as one of the elements which go to make nup
the total market value of the railroad; and when the total
ralue is divided by the number of miles the railroad is in
length, the value of the bridge is equally distributed along
the entire length of the railroad. Then, when the rail-
road company pays its taxes, each county and taxing dis-
trict through which it passes receives its proportional
part of the taxes, instead of allocating the entire taxes
assessed against it to the county in which the bridge is
located. It is apparent that, if the bridge is to be only
used for railroad purposes, it has no intrinsic or com-
mercial value apart from heing used as so.much of the
line of railroad. When the bridge was purchased by the
railroad company, it became an integral part of the rail-
road, and, as such, should be assessed as a part of it and
not as a separate and independent structure by the local
authorities. It is manifest from the statute that it was
the intention of the lawmakers to classify railroads sep-
arately for the purposes of taxation and to have them
assessed by the Arkansas Tax Commission, instead of by
the local authorities in the counties through which the
line of railroad extends in this State. No equality or uni-
formity in taxation, such as is required by our Constitu-
tion, would be obtained if the bridges across navigable
streams are to be assessed by the local authorities or if
the taxes are to be apportioned by them imstead of being
valued as a unit by the Arkansas Tax Commission and
apportioned by it according to the mileage in the various
counties through which the railroad extends.

We are of the opinion that the statute, when con-
strned as a whole, intended that the property of railroads
reasonably necessarv to he used. and in fact used, in the
performance of its duty to the public, as a public earrier,
is an entirety, and that bridges which become an integral
part of the railwav are not to be separated for the pur-
pose of taxation. Therefore we think that the Arkansas
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Tax Commission properly assessed the railroad as a
unit, and that this included the bridge in question
across the Mississippi River, and that the Commission
also properly apportioned the taxes according to mile-
age, including the valuation of the bridge as an integral
part of the railroad.

It follows that the court erred in overruling the
demurrer to the petition. For that error the judgment
will be reversed, and the canse will be remanded with di-
rections to the court to sustain the demurrer and for
further proceedings according to law and not inconsistent
with this opinion,



