
COMPTROLLER GENERAL OF THE.UNITED STATES
WASHINGTON, D.C. 20548

B-105156 MAR 2 3 1970

Dear Senator Proxmire:

In your letter of October 10, 1969, you requested that we furnish
you certain information pertaining to the Oregon and California Rail-
road grant lands and the Coos Bay Wagon Road grant lands and an
analysis of Senate bill 2943 introduced in the Ninety-first Congress

first session. In October and December 1969 we met with representa-
tives of your staff and they agreed to certain modifications in the na-
ture and scope of the work to be performed. With the exception of our
comments on Senate bill 2943 previously furnished to you by letter
dated February 4, 1970, B-105156, the matters considered in our re-
view are discussed in detail in the enclosure to this letter. Our com-
ments on the items that appeared to be of the most interest to you are
summarized below.

Federal payments to each of the 18 counties in Oregon in which
the Oregon and California Railroad lands are located were made from
1913 through 1937 on a tax equivalency basis, and beginning in 1938
payments were made on a revenue-sharing basis. The revenues dis-
tributed to the counties from 1938 through 1969 totaled $298,839,852.
In 1969 the payments amounted to $32,116,506.

During the first few years after the payment basis was changed,

the revenue-sharing payments were less than the average tax equiva-
lency payments for 1913 through 1937. The payments gradually in-
creased, however, and beginning in 1943 the counties were generally
paid amounts that exceeded the average tax equivalency payments for
1913 through 1937.

We estimated the amounts that would have been paid to Coos,
Douglas, Josephine, and Lane Counties during 1938 through 1952 if the

payments had continued to be made on the Oregon and California Rail-
road lands on the same basis as taxes on comparable private lands.
A comparison of the estimated tax equivalency for that period with
the revenue-sharing payments showed that for 1938 through 1942 the
revenue-sharing payments, in most years, were less than the esti-
mated tax equivalency and that thereafter they generally exceeded tax
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equivalency. By the end of 1952, the cumulative revenue-sharing pay-
ments exceeded estimated tax equivalency in these four counties by
$6.3 million.

As explained to your staff, we made no estimate of tax equivalency
on this basis for years beyond 1952 because the counties had made sig-
nificant changes in their land valuation practices and the data on which
the estimates were made for 1938 through 1952 could not be used as a
basis for estimating tax equivalency for later years.

With regard to the current relationship between revenue-sharing
payments and tax equivalency, as agreed with your staff, we made an
estimate of 1968 tax equivalency for Oregon and California Railroad
lands in four counties based on the true cash values of land and stand-
ing timber as contained in a report by a tax economist of the Oregon
Department of Revenue. A comparison of the revenue-sharing payments
and estimated tax equivalency follows.

Coos Douglas Josephine Lane Total

(000 omitted)-

Revenue- sharing
payments $1,515 $6,431 $3,101 $3,920 $14,967

Estimated tax
equivalency 1,668 3,097 964 2,133 7,862

Payments over
(under) tax
equivalency $ --153 $3334 $2, 137 $1,787 $ 7,105

Although the value data used is considered to be the best available by
the Oregon Department of Revenue official who prepared the report, he
advised us that there is no timber value data available on Federal lands
that would approach the "accuracy and competency of the tax values for
private property."

Concerning the payments made in lieu of taxes to Coos and
Douglas counties on the Coos Bay Wagon Road grant lands, the procedures
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used for appraising, assessing, and taxing these lands are identical to
those used for comparable private lands. We noted, however, that the
taxable timber volume per acre on the Wagon Road lands is significantly
greater than on the intermingled private lands, primarily because of the
controlled rate of harvest associated with the concept of sustained yield
management practiced by the Bureau of Land Management.

As to whether the Oregon and California Railroad grant lands are)
in the public domain, the U.S. Court of Appeals for the District of Co-

lumbia in an opinion involving Clackamas County stated that the lands
are clearly the property of the United States.

As agreed with representatives of your staff, we furnished a draft
of this letter report to the Department of the Interior for review and
comment. The Assistant Secretary of the Interior (Public Land Manage-
ment) by letter dated March 6, 1970, made several suggestions which
have been considered in this report.

Pursuant to agreements reached with your staff, we are sending

copies of this letter report to the Chairman of the Senate Committee on
Interior and Insular Affairs and to the Secretary of the Interior.

We plan to make no further distribution of this letter unless copies
are specifically requested, and then we shall make distribution only after

your agreement has been obtained or public announcement has been made
by you concerning the contents of the letter.

If we can be of further assistance to you, please do not hesitate
to call on us.

Sincerely yours,

Comptroller General
of the United States

Enclosure

The Honorable William Proxmire

United States Senate
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GENERAL ACCOUNTING OFFICE

EXAMINATION INTO FEDERAL PAYMENTS TO OREGON COUNTIES

PERTAINING TO OREGON AND CALIFORNIA RAILROAD AND

COOS BAY WAGON ROAD LANDS

The General Accounting Office has examined into Federal
revenue-sharing payments and payments in lieu of taxes to cer-
tain counties in the State of Oregon, which pertain to the
Oregon and California (O&C) Railroad grant lands and the Coos
Bay Wagon Road (CBWR) grant lands respectively, and into cer-
tain other matters related to those lands. The review was
made pursuant to a request from Senator William Proxmire,
dated October 10, 1969, as modified by agreements reached
with his staff on October 23, 1969, and December 5, 1969.

As agreed upon we were to:

-- determine the methods of valuing and taxing private
lands in the counties in the State of Oregon in which
the O&C lands are located (see p. 3);

--obtain information on the payment of revenues from the
O&C lands to the 18 counties in Oregon in which the
lands are located for 1938 through 1969, and for Coos,
Douglas, Josephine, and Lane Counties, compare the
revenue-sharing payments from 1938 through 1952 with
the amounts that would have been paid if the O&C lands
had been taxed in the same manner as comparable pri-
vate lands (see p. 5);

--estimate, if possible, the taxes that would have been
paid in 1968 on the O&C lands in Coos, Douglas,
Josephine, and Lane Counties, if this land had been
taxed in the same manner as comparable private lands
(see p. 10);

-- obtain information on the volume and value of signifi-
cant timber holdings of private timber companies in
Coos, Douglas, Josephine, and Lane Counties, Oregon
(see p. 12);
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-- analyze a report to the Public Land Law Review Commis-
sion as it relates to the O&C lands in Lane County,
Oregon (see p. 14);

-- examine into the basis of assessing taxes in 1968 on
private lands in Coos and Douglas Counties and into
the basis of determining the Federal payments in lieu
of taxes on CBWR lands in those counties to determine
whether the bases were comparable and whether the pay-
ments in lieu of taxes were determined in accordance
with the act of May 24, 1939 (53 Stat. 753) (see p. 16);

-- consider whether the O&C lands in the 18 counties in
Oregon are being held in trust for the State of Oregon
or whether they are, in essence, a part of the public
domain (see p. 18); and

-- estimate the amount by which revenue-sharing payments
on O&C lands would exceed tax equivalency payments
during the adjustment period provided for in Senate
bill 2943, a bill introduced in the Ninety-first Con-
gress, first session. (See p. 20.)
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METHODS OF VALUING AND TAXING PRIVATE LANDS

In Western Oregon the principal system of taxation ap-
plicable to forest land and timber under the requirements of
Oregon law is the ad valorem tax. This tax is applied to the
assessed values of the main commercial species of standing
timber which is 12 inches in diameter at breast height or
larger, harvested timber, and forest land. Under Oregon law,
all property subject to ad valorem taxation was assessed at
25 percent of its true cash value prior to January 1, 1968.
Effective January 1, 1968, the law was revised to assess all
property at 100 percent of its true cash value.

Oregon law defines true cash value of standing timber as
30 percent of the immediate harvest value--the amount the
timber would sell for at a voluntary sale made in the ordinary
course of business--except that "old growth" timber (more than
90 years of age) has a true cash value of 25 percent of imme-
diate harvest value if the tract owner's annual rate of har-
vest is less than 3-1/3 percent. Standing timber less than
12 inches in diameter at breast height is exempt from taxation
unless it is harvested.

The true cash value of harvested timber is the difference
between its value as standing timber and its immediate harvest
value and is computed only for the year in which the timber
is harvested. Forest lands are assessed separately at market
value.

The responsibility for determining the values of forest
land and timber was transferred in 1961 from the counties to
the Oregon Department of Revenue (formerly the State Tax Com-
mission). The Department makes appraisals and provides the
county assessors with the true cash values of timber and the
market values of forest land, as determined in accordance with
Oregon law. On the basis of the values provided by the Depart-
ment, the county assessors assess the forest land and timber
along with all other property that is subject to ad valorem
taxation and levy the taxes against the assessed valuation of
the property.

In making its appraisals, the Oregon Department of Revenue
determines taxable timber volumes and maintains inventory rec-
ords which show decreases in timber Volume that result from
such factors as cutting and fires and increases in timber
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volumes that result from new growth as determined by new ap-
praisals. In addition, each year the Department develops im-
mediate harvest values for various grades of timber for each
commercial specie within specific geographical market areas.
The Department applies these values to the total taxable tim-
ber volumes to determine true cash value.

With regard to forest land, the Oregon Department of
Revenue classifies the land according to its ability to grow
timber. Each year, the Department develops unit values for
the various classes of forest land and applies these values
to the acres of private forest land according to the productive
capacity of the land.
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DISTRIBUTION OF REVENUE-SHARING PAYMENTS
ON O&C LANDS FOR 1938 THROUGH 1969 AND
ESTIMATES OF TAX EQUIVALENCY FOR 1938 THROUGH 1952

From 1913 through 1937, the Federal payments to each of
the 18 counties were determined in the same manner as taxes
were determined on comparable privately owned land (tax equiv-
alency). In 1937, however, the basis for the Federal pay-
ments was revised by the act of August 28, 1937 (43 U.S.C.
1181f), to enable the counties to receive 50 percent of the
revenues produced--primarily from the sale of timber--from
the O&C lands (revenue-sharing payments).

The revenue-sharing payments to the 18 Oregon counties
for 1938 through 1969 totaled $298,839,852. The annual dis-
tribution of revenues to the counties increased from $110,291
in fiscal year 1938 to $32,116,506 in fiscal year 1969.

During the first few years after the payments were changed
from a tax equivalency basis to a revenue-sharing basis, the
revenue-sharing payments were less than the average tax equiv-
alency payments from 1913 through 1937. For example, in fis-
cal year 1939 the revenue-sharing payments to two counties--
Curry and Lincoln--were less than $1,000, although the average
annual tax equivalency payments to Curry and Lincoln Counties
from 1913 through 1937 were $2,615 and $3,534, respectively.
The revenue-sharing payments gradually increased, however, and
by 1944 each of the 18 counties was paid an amount that ex-
ceeded the average tax equivalency payments made from 1913
through 1937.

During fiscal years 1938 through 1943, additional Federal
payments totaling $1,074,062 were made to the counties for tax
equivalency payments applicable to periods prior to fiscal
year 1938. These payments together with the revenue-sharing
payments during fiscal years 1938 through 1969 are presented
in the table on page 7.

Our comparison of the revenue-sharing payments to Coos,
Douglas, Josephine, and Lane Counties for 1938 through 1952,
with our estimates of the amounts that would have been paid
if the O&C lands had been taxed in the same manner as compa-
rable private lands, is shown in the tables on pages 8 and
9. From these tables, it can be seen that, for 1938 through
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1942, the revenue-sharing payments in most years were less
than estimated tax equivalency. However, beginning in 1943,
the revenue-sharing payments generally exceeded estimated tax
equivalency. By the end of 1952, the cumulative revenue-
sharing payments to the four counties exceeded estimated tax
equivalency by $6.3 million.

Our estimates of tax equivalency for 1938 through 1952
for the tax districts within the counties were based on (1)
the 1937 assessed values for the O&C lands, except for Coos
County where they were based on the recorded assessed valuesl
for the lands for each year through 1946, and thereafter they
were based on the assessed value for that year and (2) annual
tax rates as adjusted for the effect on those rates of the
assessed value of the O&C lands and the anticipated revenue-
sharing payments.

We made no estimates of tax equivalency for years beyond
1952 because the counties' assessment summaries indicated that
significant changes had been made in the classification and
valuation of timber and forest lands. In our opinion there-
fore the earlier assessed values for the O&C lands could not
be used as a basis for estimating tax equivalency beyond 1952.

1Assessed values on O&C lands were maintained by Coos County
through the 1946 tax year. In the other three counties,
changes in assessed values of O&C lands were not recorded
after the 1937 tax year.
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Coos County. Oregon

Revenue- Revenue-sharing payment over
Estimated tax sharing (under) estimated tax equivalency

Year equivalency Dayment Annual Cumulative

1938a $ 45,806 $ 12,982 $ -32,824 $ -32,824
1939a 47,157 17,650 -29,507 -62,331
1940a 41,164 25,126 -16,038 -78,369
1941a 39,882 28,404 -11,478 -89,847
1942b 31,543 14,730 -16,813 -106,660
1943 35,210 41,842 6,632 -100,028
1944 34,827 54,217 19,390 -80,638
1945 35,404 52,667 17,263 -63,375
1946 59,024 40,540 -18,484 -81,859
1947 73,072 88,691 15,619 -66,240
1948 58,581 135,952 77,371 11,131
1949 79,197 108,349 29,152 40,283
1950 84,231 111,466 27,235 67,518
1951 84,625 195,089 110,464 177,982
1952 104,917 372.288 267,371 445,353

Total $ 854,640 $1,299 993 $ 445,353

Douglas County, Oregon

Revenue- Revenue-sharing payment over
Estimated tax sharing (under) estimated tax equivalency

Year equivalency Rayment Annual Cumulative

1938a $ 107,925 $ 57,522 $ -50,403 $ -50,403
1 939a 109,997 78,208 -31,789 -82,192
1 9 40a 100,286 111,330 11,044 -71,148
1941a 105,244 125,855 20,611 -50,537
1942b 87,700 65,265 -22,435 -72,972
1943 94,948 185,399 90,451 17,479
1944 78,226 240,230 162,004 179,483
1945 100,701 233,362 132,661 312,144
1946 124,930 179,630 54,700 366,844
1947 139,205 392,978 253,773 620,617
1948 149,365 602,389 453,024 1,073,641
1949 206,790 480,081 273,291 1,346,932
1950 258,290 493,894 235,604 1,582,536
1951 223,456 864,418 640,962 2,223,498
1952 233,222 1.649,567 1,416.345 3,639,843

Total $2,120,285 $5,760,128 $3.639.843
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Josephine County, Oregon

Revenue- Revenue-sharing payment over
Estimated tax sharing (under) estimated tax equivalency

Year equivalency payment Annual Cumulative

1938a $ 43,027 $ 15,515 $ -27,512 $ -27,512
1939a 41,456 21,095 -20,361 -47,873
1940a 42,888 30,028 -12,860 -60,733
1941a 44,460 33,946 -10,514 -71,247
1942b 27,629 17,604 -10,025 -81,272
1943 31,855 50,007 18,152 -62,120
1944 35,564 64,769 29,232 -38,888
1945 35,105 62,944 27,839 -6,049
1946 57,024 48,451 -8,573 -14,622
1947 75,008 105,996 30,988 16,366
1948 72,073 162,479 90,406 106,772
1949 81,129 129,490 48,361 155,133
1950 80,824 133,216 52,392 207,525
1951 93,503 233,155 139,652 347,177
1952 91,169 444,929 353,760 700,937

Total $ 852,714 $1,553.651 $_700,937

Lane County. Oregon

Revenue- Revenue-sharing payment over
Estimated tax sharing (under) estimated tax equivalency

Year equivalency payment Annual Cumulative

1938a $ 90,522 $ 32,043 $ -58,479 $ -58,479
1939a 102,287 43,567 -58,720 -117,199
1940a 83,688 62,019 -21,669 -138,868
1941a 70,847 70,109 -738 -139,606
1942b 68,470 36,357 -32,113 -171,719
1943 83,005 103,279 20,274 -151,445
1944 71,230 133,824 62,594 -88,851
1945 90,023 129,998 39,975 -48,876
1946 103,901 100,066 -3,835 -52,711
1947 131,652 218,914 87,262 34,551
1948 120,989 335,569 214,580 249,131
1949 138,004 267,436 129,432 378,563
1950 180,381 275,131 94,750 473,313
1951 158,844 481,536 322,692 796,005
1952 166,158 918.915 752,757 1,548,762

Total $1.660,001 $3,208.763 $1,548,762

aFrom 1938 through 1941 taxes were levied on a calendar-year basis and the
revenue-sharing payments were adjusted from a fiscal-year to a calendar-
year basis.

bBeginning in 1942 taxes were levied on a fiscal-year basis. The data
shown for 1942 covers the period January 1 through June 30, 1942o
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ESTIMATE OF 1968 TAX EQUIVALENCY ON O&C LANDS

We found that available data on O&C lands was not com-
prehensive enough to permit us to make a reasonably accurate
estimate of the current true cash value of timber and the
market value of forest land based on Oregon tax laws. Such
values are essential in estimating taxes.

The Bureau of Land Management's inventory data on O&C
lands is not comparable to the inventory data maintained by
the Oregon Department of Revenue on private forest land and
timber. For example, the Bureau of Land Management (BLM) in-
ventory data is recorded in terms of acres of O&C lands by
predominate specie and approximate age of the timber. The
BLM inventory data shows neither the timber volume nor the
productive capacity of the soil which must be known before
the true cash value of O&C timber and the market value of
the forest land can be determined with any degree of accuracy.

As pointed out on page 6, the assessed values of the
O&C lands could not be used as a basis for estimating tax
equivalency for the lands beyond 1952. We have, however,
made an estimate of the tax equivalency for 1968 in Coos,
Douglas, Josephine and Lane counties based on the true cash
value of land and standing timber of the O&C lands in the
four counties as contained in a 1965 report by a tax econo-
mist of the Oregon Department of Revenue, and which was sub-
sequently updated to show 1968 values. The tax economist,
in transmitting his report to the Department of Revenue,
stated that the true cash values of the lands as shown in
the report were the best estimates available. The tax econ-
omist told us, however, that the estimated values of the
lands could be significantly higher or lower than their ac-
tual values and that the true cash value data available for
Federal lands does not approach the accuracy and competency
of the values for private property on the assessment rolls.

The table on page 11 shows the differences between our
computation of estimated tax equivalency for the O&C lands
in the four counties and the revenue-sharing payments to
these counties. In three of the counties, the revenue-
sharing payments exceed estimated tax equivalency.
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Coos Douglas Josephine Lane

True cash value of land and
standing timber $79,593,000 $222,270,000 $54 015,000 $107,670,000

Assessed value of land and
standing timber (note a) $19,898,250 $ 55,56, 350 $3,503750 $ 26917500

Composite tax rate (per
$1,000) (note b) $ 80.26 $ 52.81 $ 68.37 $ 73.87

Estimated tax equivalency on
land and standing timber $ 1,597,034 $ 2,934,520 $ 923,251 $ 1,988,396

Additional tax--timber cut 70,564 162,706 41,127 _ 144,214

Total estimated tax
equivalency 1,667,598 3,097,226 964,378 2,132,610

Revenue-sharing payments 1,514,788 6,431,432 3,101,465 3,920,478

Payments over (under)
tax equivalency $ -152,810 $_ 3,334,206 $ 2,137,087 $ 1.787,868

aFor 1968, in accordance with Oregon law, the assessed value is 25 percent of
true cash value; and 1968 taxes are based on assessments made as of January 1,
1967.

bThe composite tax rate for each county represents a weighted average of the tax
rates of tax areas within the county containing O&C lands. In computing the
composite tax rate, no adjustment was made for the assessed value of O&C lands
because true cash value data was not available by taxing districts. In addi-
tion, no adjustment was made for anticipated revenue-sharing payments because
we were unable to determine the extent to which tax rates of the individual
taxing districts would be affected under a tax equivalency system.

In our opinion an accurate estimate of the amount by
which the revenue-sharing payments to the counties currently
exceed tax equivalency cannot be made until such time as
there is an appraisal of the value of O&C Railroad lands and
timber in accordance with the Oregon Department of Revenue's
appraisal procedures for taxation purposes.
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TAXES ON PRIVATE TIMBER HOLDINGS

Information on significant timber holdings of private
timber companies in Coos, Douglas, Josephine, and Lane Coun-
ties, including assessed values and 1968 taxes is shown in
the table presented below.

From the table it can be seen that there are signifi-
cant differences in the amount of taxes per acre paid by the
private timber companies. These differences result from
(1) differences in the tax rates levied by the various tax-
ing districts, such as school districts within each county,
and (2) wide ranges in the volume of taxable timber on the
lands.

The difference in tax rates levied by the various tax-
ing districts involved is illustrated by the tax rates
levied by the individual school districts within Douglas
County which, in tax year 1968, varied from $9.94 to $53.53
per $1,000 of assessed value.

The wide ranges in timber volume are illustrated by
Companies E and F which owned about the same amount of land
in Lane County. Company F had 856,749 thousand board feet
(MBF) of taxable timber on 30,087 acres of land, or an aver-
age of 28.5 MBF per acre, as compared with Company E which
had only 148,305 MBF of taxable timber on 30,897 acres of
land, or an average of 4.8 MBF per acre. The taxes per acre
of Company F, therefore, were significantly greater than
those of Company E as a result of the substantial differ-
ences in timber volume on their lands.

Timber Land Timber Total
volumes (assessed (assessed assessed 1968 Tax

Acres (MBF) value) value) value taxes per acre
Coos County:

Company A 105,430 798,432 Not provided Not provided $ 2,733,880 $262,969 $2.49
B 83,875 2,281,303 $376,875 $ 7,219,975 7,596,850 738,270 8.80

" C 11,619 Not provided 61,494 25,166 86,660 6,739 .58
Douglas County:

Company A 165,983 4,699,913 520,165 15,958,070 16,478,235 849,842 5.12
" B 117,799 Not provided 416,990 3,911,070 4,328,060 252,721 2.15
" C 66,918 581,340 736,087 884,243 1,620,330 134,245 2.01

Josephine County:
Company A 9,967 12,371 32,490 27,770 60,260 5,945 .60

B 5,937 770 21,230 2,050 23,280 2,582 .43
" C 4,287 580 13,850 1,130 14,980 1,000 .23

Lane County:
Comparny A 119,459 2,326,327 730,385 9,495,810 10,226,195 738,375 6.18

B 92,899 737,604 Not provided Not provided 3,526,320 282,302 3.04
C 63,913 Not provided 384,685 1,663,745 2,048,430 165,701 2.59
D 21,107 do. 94,930 1,596,950 1,691,880 94,363 4.47
E 30,897 148,305 130,890 482,350 613,240 105,968 3.43
" F 30,087 856,749 147,960 2,794,450 2,942,410 206,303 6.86
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Because of differences in timber volumes, we believe
that the taxes per acre on private lands would not necessar-
ily be representative of the taxes per acre which would be
paid on other private lands, or on O&C lands. In addition,
because of differing timber management practices which af-
fect timber volumes, we believe that the taxes per acre do
not provide an adequate basis for comparison.

The data on taxes paid on private timber company holdings
showed that the companies in Josephine County paid the lowest
overall average tax per acre in the four counties included in
our review. A 1968 study on Josephine County, prepared by the
University of Oregon, states that the private forest lands in
this county were rapidly cut over during the 1950's and that
by 1965 less than 9 percent of the total log production for
the county came from private lands. Further, as of January 1,
1967, the Oregon Department of Revenue records show that
(1) there were about 17,000 acres of private lands in Josephine
County containing taxable timber, and (2) these lands con-
tained 117,750 MBF or an average of 6.9 MBF per acre of tax-
able timber.

In contrast, the University of Oregon study showed that
(1) there were 222,831 acres of O&C lands in Josephine County
containing taxable timber, and (2) these lands contained an
estimated 5,802,233 MBF, or an average of 26.0 MBF per acre
of taxable timber. The 06C lands have been managed on a
sustained yield basis which regulates the amount of timber
harvested annually. Thus, it seems that private timber
lands and O&C timber lands in Josephine County are not com-
parable due to the differences in timber volumes which re-
sult from differing management practices and that the taxes
on O&C lands would be significantly higher than taxes on
private lands in Josephine County.
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ANALYSIS OF LANE COUNTY STUDY AS
IT RELATES TO THE O&C LANDS

The Lane County study is one of 50 county studies in-
cluded in a report entitled "Revenue Sharing and Payments in
Lieu of Taxes on the Public Land," submitted to the Public
Land Law Review Commission by a management consulting firm
in July 1968. The report is concerned with the laws, prac-
tices, and effects of payments in lieu of taxes and revenue
sharing on public lands. The county studies emphasize the in-
fluence of major public land ownership and use on the financial
structure of State and local government units.

The Lane County study considers the impact of various
Federal revenue-sharing arrangements and payments in lieu of
taxes in the county from 1957 to 1966. According to the
study, most of the Federal payments to Lane County were made
from revenues arising from O&C and national forest timber
lands. For example, of $7,931,600 of such Federal payments
to Lane County in fiscal year 1966, $7,929,900 was derived
from those two sources--$4,777,600 from national forest lands,
and $3,152,300 from O&C lands.

The report to the Commission on the Lane County study
does not contain any conclusions which relate solely to O&C
lands. It does conclude, however, that the impact of Fed-
eral revenue-sharing arrangements and payments in lieu of
taxes upon county and other units of local government is ex-
tremely favorable and provides revenues which substantially
exceed those which would be available to the county under its
existing taxing policies if the lands were in private owner-
ship.

To examine into the results of the study as they pertain
to O&C lands, we obtained the data supporting the report.
The data indicates that the revenue-sharing payments related
to the O&C lands in Lane County were about the same as the
estimated taxes that would have been payable had the lands
been taxed. The revenue-sharing payments in fiscal year 1966
were about $3,150,000 while the total estimated taxes were
about $3,110,000.
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The estimated taxes on O&C lands for 1966 were based on
a BLM estimate of the assessed value of the O&C timber lands
which had been prepared by BLM. We believe that the BLM es-
timate of the assessed value of the O&C lands was not reli-
able for the purpose of estimating the taxes that would have
been payable on the lands.

The BLM District Manager told us that no records were
available to support the estimated assessed values, but he
believed that it represented 25 percent of market value and
that it was determined on the basis of market transaction data
for land sales involving standing timber. He expressed the
opinion that the estimated assessed value did not conform with
ad valorem taxation procedures.

The Department of Revenue does not use market transac-
tion data for land sales involving standing timber in develop-
ing assessed values for forest land and timber. The Depart-
ment develops separate values for land and timber. While
forest land values are based on market transaction data for
lands, the timber is valued on the basis of its immediate
harvest value as indicated by timber sales rather than by sales
of land containing standing timber. In addition, information
presented in the BLM estimate indicates that the estimated as-
sessed values included standing timber with a diameter of
less than 12 inches at breast height. Such timber should not
be considered in preparing tax estimates because, under Ore-
gon law, it is classified as reforestation and is exempt from
ad valorem taxation.
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PAYMENTS IN LIEU OF TAXES ON
COOS BAY WAGON ROAD LANDS IN
COOS AND DOUGLAS COUNTIES

Our review showed that the payments in lieu of taxes on
CBWR lands are determined in the same manner as taxes on pri-
vate lands and, in our opinion, are determined in accordance
with the act of May 24, 1939 (53 Stat. 753). The appraised
timber values for both CBWR and private lands are determined
by the Oregon Department of Revenue and the tax rates for
both CBWR and private lands are determined by county asses-
sors.

The same timber value classifications were used by the
Oregon Department of Revenue to determine appraised values
for both CBWR and private timber. Also, the county assessors
used the same procedures to determine the assessed values for
CBWR and private timber and applied the same tax rates to the
assessed values of CBWR and private timber and forest lands.
We noted, however, that although CBWR and private timber lands
are intermingled the taxes per acre on CBWR lands are generally
higher than those on private lands because there is signifi-
cantly more taxable timber on the CBWR lands than there is on
private lands.

Timber volumes on CBWR and private lands are determined
on the basis of a timber cruise. For CBWR lands, the timber
cruise is performed under the direction of a three-member
committee established pursuant to the act of May 24, 1939.
For private lands, the timber cruise is made by the Oregon
Department of Revenue. The Chairman of the committee ad-
vised us that the CBWR timber in Coos County was cruised in
1962 because privately owned timber was being recruised at
that time. He advised us also that CBWR timber in Douglas
County was cruised during the period 1947 to 1952 to place
the CBWR assessed timber volumes on a comparable basis with
privately owned timber. These were the latest cruises of
CBWR timber in these counties. However, the CBWR and pri-
vately owned timber in Douglas County are presently being re-
cruised.

Our review of the records of the Oregon Department of
Revenue pertaining to 47,000 of the 73,900 acres of CBWR lands
and to 57,800 acres of private land intermingled with CBWR
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lands in Coos and Douglas Counties showed substantial dif-
ferences in the volume of taxable timber on these lands. The
taxable timber on CBWR lands averaged 23.5 MBF an acre as com-
pared with an average of only 5.25 MBF an acre of taxable tim-
ber on the private lands. Such differences in timber volume
per acre in turn result in significant differences in the
taxes per acre on the lands. Accordingly, we believe that the
taxes per acre on CBWR lands would be significantly higher
than the taxes per acre on the private lands.

In Douglas County, the Forest Service prepared an esti-
mate of timber volumes on private lands. Although the esti-
mate may have been adequate to meet the needs of the Forest
Service, information furnished to us by an official of the
Oregon Department of Revenue shows that the Forest Service es-
timates of timber volume on private lands in Douglas County
are not appropriate for use in estimating taxable timber vol-
umes. For example, he stated that (1) the Forest Service es-
timates include timber volumes which are not taxable; and
(2) the timber measurement system used for tax purposes on
both private and CBWR lands results in a volume that is 15 per-
cent less than the volume that would be obtained under the sys-
tem of the Forest Service.
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CONSIDERATION OF WHETHER O&C LANDS
ARE PART OF THE PUBLIC DOMAIN OR ARE HELD
IN TRUST FOR THE STATE OF OREGON

We believe that the question as to whether the O&C lands
are part of the public domain was considered by the U.S.
Court of Appeals for the District of Columbia Circuit in the
case of Clackamas County, Oregon v. Douglas McKay, Secretary
of the Interior, et al., decided July 28, 1955, (226 F. 2d
343 cert denied 350 U.S. 904, 76 S. Ct. 183, 100 L. Ed. 794).
In that case, Clackamas County, Oregon, brought an action
against the Secretary of the Interior attacking certain pro-
visions of the act of June 24, 1954 (Public Law 426, 68 Stat.
270). It is stated in the opinion that:

"Clackamas County strenuously objects to the
transfer of the lands from the Department of the
Interior to the Department of Agriculture. It
claims a vested right, derived from what it says
were the retained sovereign rights of Oregon at the
time of its admission into the Union as a State.
It reasons that before admission Oregon was sover-
eign over all the lands within its borders; that
when the United States granted the lands to the
railroad they were thereby returned to the sover-
eign overrule of the State of Oregon; and that when
the Supreme Court declared against the forfeiture
it solidified that sovereign authority. It says
the Department of the Interior holds the lands in
trust or in receivership for Oregon. It says the
1916 and 1937 Acts of Congress were 'compacts'
with Oregon, upon which that State relied in her
plans for development. It says the transfer of
lands to the Department of Agriculture threatens a
reduction in income to take it from the lands. It
says, therefore, the Act of 1954 is a taking with-
out compensation or due process.

"The basic difficulty with the argument is that
it confuses sovereign authority over lands within
the borders of a sovereignty with the ownership of
such lands. Our problem deals with ownership. These
lands are clearly property of the United States. At
all times since the admission of Oregon to the Union
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they have been either property of the United States
or property of the railroad. The interest of Oregon
was in the attraction of settlers to the lands and
the placement of the lands on the tax rolls. When
the lands revested in the United States Congress
provided for the payments from the revenues as a
means of meeting the tremendous disappointment and
loss suffered by Oregon, but the provision was by
way of meeting a moral or ethical obligation rather
than a legal one.

"When the United States acquires, by eminent
domain or otherwise, a tract of land in a State, it
becomes the owner, and thereafter disposition is
within the unfettered discretion of the Congress.
No overriding sovereign governmental authority of the
State impinges upon that discretion or gives rise to
power on the part of courts to interfere with that
disposition. Such is the case at bar.

"In ultimate analysis the County complains of
a threat of damage which it fears, rather than an
actual injury. But in any event the public domain
in Oregon passed to the United States when Oregon
was admitted. Such a provision was implicit in the
Act of admission. The 1916 and 1937 Acts of the Con-
gress were in no sense compacts but were statutes
relating to disposition of federal public property.
No taking is involved in the 1954 Act. And of
course the courts cannot interfere with the adminis-
tration of public property as arranged by the Con-
gress and the Executive, so long as constitutional
boundaries are not transgressed by either branch or
statutory ones by the latter."

While that decision dealt primarily with the revested
O&C grant lands within the boundaries of a national forest or
within 2 miles of such boundaries, the statements of the
court with respect to those lands would appear to be equally
applicable to all of the O&C lands.
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PAYMENTS TO COUNTIES DURING ADJUSTMENT
PERIOD PROVIDED FOR IN S. 2943

As previously stated, there is no timber volume or value
data on Federal lands which would approach the accuracy of
that available on private lands and which would permit an ac-
curate estimate of the true cash value and assessed value of
O&C lands for tax purposes. In addition, we found no reason-
able basis to estimate the budget requirements of the counties
and local tax areas during the adjustment period provided for
in Senate bill 2943, a bill introduced in the first session
of the Ninety-first Congress. Consequently, we were unable to
realistically estimate the amount by which revenue-sharing
payments to the counties on the O&C lands would exceed tax
equivalency during the adjustment period.



DISTRIBUTION OF REVENUES FROM THE OREGON AND CALIFORNIA RAILROAD LANDS

1938 to 1969

Payments
Revenue for taxes
sharing accrued

Fiscal payments prior to
year (note a) 1938 Benton Clackamas Columbia Coos Curry Douglas Jackson Josephine

1938 S 110,291 $ 4,114 $ 5,768 $ 2,283 $ 6,783 $ 541 $ 30,054 $ 20,393 $ 8,106

1938 $ 43,701 1,650 2,530 564 2,853 176 11,203 7,594 4,018

1939 201,600 7,520 10,544 4,173 12,398 988 54,936 37,276 14,818

1939 112,245 4,297 6,596 1,358 7,788 572 28,236 18,056 11,361

1940 372,404 13,891 19,477 7,709 22,903 1,825 101,480 68,857 27,372

1940 186,202 7,128 10,942 2,253 12,919 948 46,841 29,954 18,848

1941 444,701 16,587 23,258 9,205 27,349 2,179 121,181 82,225 32,685

1941 222,351 8,512 13,067 2,690 15,427 1,133 55,934 35,769 22,506

1942 479,006 17,867 25,052 9,915 29,459 2,347 130,529 88,568 35.207

1942 239,503 8,385 14,039 2,300 18,215 1,103 60,581 38,359 25,222

1943 680,363 25,378 35,583 14,084 41,842 3,334 185,399 125,799 50,007

1943 270,060 9,455 15,830 2,594 20,539 1,244 68,310 43,253 28,440

1944 881,580 32,883 46,107 18,249 54,217 4,320 240,230 163,004 64,796

1945 856,376 31,943 44,788 17,727 52,667 4,196 233,362 158,344 62,944

1946 659,193 24,588 34,476 13,645 40,540 3,230 179,630 121,886 48,451

1947 1,442,121 53,791 75,423 29,852 88,691 7,066 392,978 266,648 105,996

1948 2,210,601 82,455 115,614 45,759 135,952 10,832 602,389 408,740 162,479

1949 1,761,766 65,714 92,140 36,469 108,349 8,633 480,081 325,751 129,490

1950 1,812,457 67,605 94,791 37,518 111,466 8,881 493,894 335,123 133,216

1951 3,172,177 118,322 165,905 65,664 195,089 15,544 864,418 586,535 233,155

1952 6 ,053 ,458 225,794 316,596 125,307 372,288 29,662 1,649,567 1,119,284 444,929

1953 6,463,951b 241,105 338,065 133,804 397,533 31,673 1,761,427 1,195,184 475,100

1954 6,584,543 204,121 389,805 113,254 400,340 156,054 1,705,397 1,066,037 636,067

1955 14 ,172,
n
0 4 c 383,290 793,318 212,624 820,145 470,794 3,506,572 2,188,589 1,858,870

1956 11,909,395 337,036 678,835 186,977 700,272 359,664 2,990,449 1,867,393 1,431,509

1957 9,805,664 277,500 558,923 153,949 576,573 296,131 2,462,202 1,537,528 1,178,641

1958 11,275,514 317,717 659,804 176,245 661,260 342,020 2,824,022 1,763,411 1,360,567

1959 14,761,926 417,762 841,430 231,762 868,001 445,810 3,706,720 2,314,670 1,774,384

1960 16,258,579 460,118 926,739 255,260 956,004 491,009 4,082,529 2,549,345 1,954,281

1961 14,454,673 409,067 823,916 226,938 849,935 436,531 3,629,568 2,266,A93 1,737,452

1962 15,400,136 435,824 877,808 241,782 905,528 465,084 3,866,974 2,414,741 1,851,096

1963 15,031,270 425,385 856,782 235,991 883,839 453,944 3,774,352 2,356,903 1,806,759

1964 21,136,029 567,932 1,108,073 614,565 1,273,016 999,491 5,216,603 3,299,020 2,631,205

1965 20,037,859 554,026 982,148 668,145 1,163,257 1,057,220 4,938,914 3,089,532 2,381,720

1966 20,965,264 580,086 1,163,572 603,386 1,217,974 984,335 5,171,229 3,234,857 2,493,750

1967 21,761,278 614,505 1,207,751 453,406 1,290,241 801,910 5,478,057 3,426,792 2,641,714

1968 25,567,167 721,450 1,418,978 531,807 1,514,788 940,825 6,431,432 4,023,175 3,101,465
1969 32,116,506 905,487 1782 466 666,724 1,901,199 1,179,876 8,072,041 5,049,457 3,892,625

TOTAL $298,839,852 $1,074,062 $8,680,2
90

$16,576,939 $6,155,937 $17,757,639 $10,021,125 $75,649,721 $47,724,545 $34,871,251

AVERAGE TAX EQUIVALENT PAYMENT
DUE AND PAYABLE TO THE COUNTIES
FOR 1913-37. $ 22,730 $ 38,063 $ 10,603 $ 45,139 $ 2,615 $ 140,135 $ 95,141 $ 48,492

Payments shown began March 1, 1938, pursuant to 50 U.S.C. 874, and represent the counties' share of revenies deposited in the

"Oregon and California land-grant fund."

Includes $41,924 due and payable in fiscal year 1951.

CIncludes revenue payments of $5,171,624 applicable to prior years on certain O&C lands located within national forests, control

over which was settled by 50 U.S.C. 874. All revenue sharing payments pertaining to these lands have been made annually since
1955.
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Wash-Klamath Lane Lincoln Linn Marion Multnomah Polk Tillamook ingto Yamhill
$ 2,129 $ 16,742 $ 529 $ 3,794 2,063 $ 1,059 $ 3,143 $ 838 $ 904 $ 1,048654 7,746 267 1,460 529 197 1,169 513 180 3983,891 30,603 968 6,935 3,770 1,935 5,745 1,532 1,653 1,9151,702 19,931 643 3,669 1,385 490 3,531 1,278 437 9157,187 56,531 1,787 12,811 6,964 3,575 10,613 2,830 3,054 3,5382,824 33,063 1,067 6,086 2,297 813 5,857 2,119 726 1,5178,583 67,506 2,135 15,298 8,316 4,269 12,674 3,380 3,646 4,2253,372 39,482 1,274 7,268 2,743 971 6,994 2,531 866 1,8129,245 72,713 2,299 16,478 8,957 4,598 13,652 3,641 3,928 4,5513,805 41,375 1,331 8,227 2,902 898 7,276 2,764 798 1,92313,131 103,279 3,266 23,404 12,723 6,531 19,390 5,171 5,579 6,4634,291 46,654 1,500 9,277 3,272 1,012 8,204 3 117 900 2,16817,014 133,824 4,232 30,326 16,486 8,463 25,125 6,700 8,375 7,22916,528 129,998 4,111 29,459 16,014 8,221 24,407 6,509 7,022 8,13612,722 100,066 3,164 22,676 12,327 6,328 18,787 5,010 5,405 6,26227,833 218,914 6,922 49,609 26,968 13,844 41,101 10,960 11,825 13,70042,665 335 ,569 10,611 76,045 41,338 21,222 63,002 16,801 18,127 21,00134,002 267 ,436 8,456 60,605 32,945 16,913 50,210 13,389 14,446 16,73734,980 275,131 8,700 62,349 33,893 17,400 51,655 13,775 14,862 17,21861,223 481,536 15,226 109,123 59,320 30,453 90,407 24,109 26,012 30,136116,832 918,915 29,057 208,239 113,200 58 113 172,523 46 006 49,638 57,508124,754 981,228 31,027 222,360 120,876 62,054 184,223 49,126 53,004 61,408158,029 1,092,376 26,338 189,635 102 060 52,018 156,054 40,824 44,775 51,359338,052 2,110,359 48,385 362,489 205,137 311,222 296,439 77,488 90,143 98,088284,635 1,837,620 42,874 316,790 176,259 208,414 259,625 67,884 77,411 85,748234,355 1,513,014 35,300 260,831 145,124 171,599 213,764 55,892 63,737 70,601269,005 1,733,212 40,382 298,729 166,368 200,051 244,786 64,000 73,081 80,854352,810 2,277,765 53,143 392,667 218,476 258,334 321,810 84,143 95,953 106,286388,580 2,508,699 58,531 432,478 240,627 284,525 354,437 92,674 105,681 117,062345,467 2,230,356 52,037 384,494 213,929 252,957 315,112 82,392 93,955 104,074368,063 2,376,241 55,441 409, 644 227 ,922 269,502 335,723 87,781 100,101 110,881359,247 2,319,325 54,113 399,832 222,463 263,047 327,682 85,678 97,703 108,225472,924 3,019,546 76,090 532,000 282,595 230,383 447,875 105,366 107,166 152,179418,042 3,010,667 70,978 520,508 287,857 107,695 408,543 110,411 126,239 141,957483,061 3,152,282 74,317 544,992 301,397 117 804 445,903 115,604 132,081 148,634511,723 3,339,318 78,727 577,328 319,280 131,155 472,359 122,463 137,096 157,453600,780 3,920,478 92,428 677 804 374,846 172,639 554, 567 143,777 161,073 184,855754,035 4,920,562 116,005 850,706 470 466 244,027 696 032 180,453 202,334 232,011

6,888,175 $45,740,062 $1,113.661 S8.136.425 $4,484,094 $3,544,731 $6,670.399 $1,738.929 $1 939916 $2 20_ 075

$ 9,893 $ 103,138 $ 3,534 $ 19,178 $ 9,800 $ 3,533 $ 18,070 $ 4,552 $ 4,672 $ 5,122




