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validity of theinvolve the orders ofappeals the RailroadThese and
Commission, Iégislativé acts,and the theofWarehouse State of

ratesprescribing freight,maximum for and aMinnesota maximum
passengers.a mile for Thecents rates relate tofare of two traffic ex-

thepoints within Itclusively contended,between was.State. how-
applied boundary,on the placesto cities State’s orever, as tothat

bycompetitive districts crossed the state line, thewithin rates dis-
existingpreviously betweenrelation interstate andturbed the intra-

imposing upondirect burdenrates, thus astate interstate commerce
againstcreating discriminations as localities inand other States. The

asalso assailed The fates arerates were sustained asconfiscatory.
companies.-Pacific and Northern Into the GreatNorthern the case

LpuisMinneapolis Railroad Company,of and St. thethe rates aré'
confiscatory particularin of theheld be view factsto shown with

road".respect thatto

involved,questions thereviewingIn the court held that:
Congressgives authorityConstitution anThe Federal at all times

adequate of interstateto secure the freedom commercial intercourse
provide regulationeffective offrom state control and to that inter-

, maythe National demand.course as interest
one State,that is confinedcommerce within and does not affectThe. 'States, onlyis to State. This isother reserved the reservation of

grantwhich the'power Congress.is consistent with tothat
authority Congress every partof toThe extends of interstate com-

every instrumentality agencyor itbymerce to is carriedand which



THE MINNESOTA RATE- CASES. 353

Syllabus.S.230 U.

on; by Congress subjectsand the full over thecontrol committed to
regulation bybe denied orits not to thwarted the comminglingis

operations.of interstate and intrastate
by Congress,without theEven action commerce clause of the Consti-

necessarily the subjectstution excludes States from direct control of
within clause which that,embraced the are of such a ifnature

regulated all, regulation prescribed byat singletheir should be a
authority. immunity"There is thus secured the essential of inter-

imposition bystate theintercourse from the States of direct burdens
■and restraints.

powerThere remains the appropriateto the States exercise of the to
injurisdiction making provisiontheir suitableterritorial for local

may improvements,provideneeds. The localState create and
adopt protectiveregulate facilities,local and measures of a reason-

health, safety,,character interest of theable in the morals and welfare
interstate,people, although mayof its incidentallycommerce or

indirectly be involved.
falling power,matters the state as described,Where within above are

byalso reason relation to commerceof their interstate within the
power, Congress judgereach of the must' be the ofFederal the neces-

sity Congressaction; act, mayof Federal until the Statesdoes act.
Congressparamount authority toThe of enables it itsintervene at

complete governmentdiscretion for and ofthe effective that which
care, purposeand,has been to its this andcommitted for to this'

extent, response need, Congress mayin to a conviction of national
substitutingby itsdisplace local laws laws of own. .

by beganrates the withRegulation of railroad State railroad trans-
portation.

what,authority prescribe beto shall reasonableof the StateThe
state-wide,transportation unlessltcharges for is be limitedintrastate

power Congress respectby exertion the constitutional of withthe of
power appropriateits aand instruments. Asto interstate commerce

jurisdiction partof the it is not confined ato territorial State tothe
State, throughout adjacentitsof but the State —to citiesthe extends

of theas to those in the interior State. Ifto its boundaries as well
byauthority restricted,be it must be the"this of the State virtue-of

by merelycontrol rcasori aFederal and not ofactual exercise of
is, has not-beenpower, that one which exerted.dormant Federal

providedexpressly theRegulate thatCongress in the CommerceAct-to
transportation whollynot toprovisions of should extendthe act

within-one State.
statute, range-the familiarHaving regard of the Federalto the terms
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enacted, theof state action at the time it was continued exercise of
authoritystate in the and to the same itssame manner extent after

enactment, recognizing upholdingthis court andand the decisionsof
authority, propositionsuch this court finds no foundation for the

contemplatedto.Regulate Commerce withthat the Act interference
authority prescribe reasonable rates ex-the of the State to for the

clusively throughout territory.the extent itsinternal traffic of
byby amendment, Congressoriginal sought.Neither the act nor its has

rates;interstate andto establish a unified control over intrastate it
up prescribed,has for intrastate ornot set a standard rates or au-

prescribe,to eitherthorized the Federal commission maximum or
traffic.minimum rates for intrastate

fixing transportation byfor intrastateThe of reasonable rates was left
found, is,the act it been that with thewhere States and’ thehad.

agencies by subject.'dealthe States to with thatcreated
principles governing action,Under the established state Minnesota

authorityits in prescribingdid not transcend the limits of the rates
assuminginvolved,here them to be reasonable intrastate Itrates.

jurisdictionauthority appropriate to itsexercised an territorial and
opposed any by Congress.not to action thus far taken

interblending operationsThe in theof conduct of andinterstate local
by carriers, exigenciesbusiness interstate and the that are said to

bythe maintenance of interstaterespectarise with to rates reason
rates, prac-areof their to intrastate considerations for therelation

judgment Congress.tical of
adequate regulationWhen the becomes such thatsituation of inter-

imposing requirementsstate rates maintainedcannot be without with
respect to such intrastate rates interstate carriers as substanti-.of
ally rates, Congress determine,affect it is forinterstate to within

authority,the limits of its constitutional over interstate commerce
instruments, regulation supply.and its the measure of the it should

interpret’ apply alreadyIt is the function of the court to and the law
enacted, not, guise construction, providebut under the of to a more
comprehensive regulation Congress upon.scheme of than has decided

action, mayIn absence of Federal effect not be denied to the lawsthe.
occupyof the State within the field which it isenacted entitled to

authority through byuntil its Congressis limited the exertion itsof
paramount power.constitutional

confiscatory,whetherAs to the rates are held that:
rate-making power legislative power necessarilyThe is a impliesand

range legislativea of. discretion.
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This court as a review judgmentdoes not sit board of to substitute its
lawfullylegislaturefor that ofof the or the commission constituted

■by it, provinceas matters within theto of either.
question whether, prescribing general'The is in ainvolved schedule of

involving profitableness operationsrates the of the intrastate of the.
carrier, whole, supersededtaken as a the theState.has constitutional

by confiscatory.limit making the rates
corporationsWhile propertythe has beenof railroad devoted to a

public use, the has not seen fit undertakeState to the service itself
private mercyand propertythe embarked in it is not at theplaced

legislative caprice,of pro-but rests secure under the constitutional
merely title, righttection which extends not to the but to the to re-

just compensation given public.ceive for the services to the
For fixing of isrates the basis calculation of value the fair of thevalue'

property Smythpublic:of the carrier used the convenience of 'thefor
v. Ames, 169 S. 466.U.

propertyis fairThere no for the ascertainment of the value offormula
public,used for convenience of the there must be a reasonable.but

judgment having properits in abasis consideration of all relevant
facts.

a business,Where carrier to deter-docs both interstate and intrastate
mine whether a scheme of intrastate affords a' fairmaximum rates

property employedreturn the value of the in intrastate business
prescribed separately, profitsand the rates must be considered and

and losses on interstate business cannot be offset.
property transportationAssets and of a carrier not used in the business

incannot be included the valuation as a rate making.basis for
Property companyof a railroad a basis ofcannot be valued for rate

solely bymaking price propertyat a reasonabove other similar of the
fact as a inrailroad,that it is used and increases value over cost can-

beyond property.similarnot be allowed the normal increase of'other
valuing plant purpose fixingof aIn the carrier for of rates there should

proper depreciation.forbe deductions
validity generalthe constitutional is involvedWhere of state action

divisionestimates of between interstate and intrastate business can-
accepted chargeproofbe as a ofadequatenot to sustain confiscation.

in companiesthe cases of the Northern Pacific and Great Northern
value;the and methods apportion-on examination of estimates of of

justifyment, proof findingheld the athat is insufficient to that the
confiscatory;were and in those cases therates each of decrees are

with to the bill prejudice,.reversed instructions dismiss without
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LouisMinneapolis Company, held,In and St. Railroadthe ease of the
appearing, thatin facts the of error inspecialview theof margin

calculations was not sufficient to affect the result.the estimates and
case, adjudging confiscatory,the rates to be isThe decree in that

may applythataffirmed with the modification the Statetherefore
by otherwise, advised;as aor for further orto the court bill order

byappear changethat reason of a in cir-decree it shallwhenever
byfixed the State’s acts and orders are sufficientcumstances the rates

compensationyield companythis reasonable for the servicesto to
rendered.

part'affirmed partand in and inRep. 765,184 modified reversed.Fed.

the ofvalidityinvolve the' orders of theappealsThese
¡and Commission, legislativeand theRailroad Warehouse

Minnesotaacts, prescribingof the of maximum ratesState
offor a maximum fare two cents a mile forandfreight,

exclusivelyrates relate to trafficThe betweenpassengers.
contended, however,Itpoints in the State. was that as

orboundary,on the State’s toapplied placesto cities
bycrossed the line,districts state thecompetitivewithin

previously existing betweendisturbed the relationrates
rates, imposingthus aand intrastate directinterstate

and creatingcommerce discrim-uponburden interstate
in other States.against localities The ratesinations as'

as confiscatory.also assailedwere

D. for appellants:Mr. Thomas O’Brien
enjoinedin the court belowjudgmentsThe the enforce-

Thement of three distinct schedules. first of wasthese
6, an order ofprescribed September 1906, by the Railroad

an hearing.& Commission after exhaustiveWarehouse
the and inaccepted by put operation,It was carriers anti

in until the of the inentry judgmentsremained effect
of1911-. enactment the andsubsequent passengerThe

oflegislaturerates the Minnesota hadcommodity by
ofupon validityno effect the the merchandise rates thus

ofaccepted Acceptancethe carriers. thosebyvoluntarily



CASES.MINNESOTA RATE 357THE

Argument Appellants.forU.230 S.

of boundrates the officers the carriers the stockholdersby
ofcompany.. prohibitof The statutes Minnesotaeach

adopted applicationin a rate withoutchange lawfullya
& Commission, hence,to Railroad Warehouse thethe

as no of tocomplainants had actioncausestockholders
further observance of the rates classifiedenjoin uponthe

merchandise.
following Master,Judge, findingsThe Circuit the of the

that ofdetermined the carriers were entitled to a return
cent, the cost of new theper upon reproducingseven

to theproperty devoted service.
by assuming railwayThis was ascertained that the

nón-existent, it for com-was'necessarywas and that the
rightits.pany acquire, present conditions,undernow to

■of terminal and construct and thelands, equipandway
as it now exists.railway actually

to market that termadding value,the as hasBy always
understood, seyerance damage,allowances for costbeen

and value, givenof the lands were a'railwayacquisition
cent,from toranging perfictitious value 130 225purely

of marketpresentthe value.
Part of the lands so valued those which anwere over.

rightfor of had donatedway byeasement been the‘Gov-
in hadothers, acquiredwhich an easement beenernment;

others, purchasedlands for future useby condemnation;
transportationactually purposes,now used forand not

uponinand in streets whichmunicipalitiesareas ease-
granted.had beenments

other than lands be included under theProperty may
ofassumption reproductionterm “construction.” The

offictitious as to this class neces-being similarly property,
to an false conclusion.sarily equallyled

ex-By following reconstruction,the ofliterally fiction
upon thatprices employed theoryunit were thecessive

a to en-upon largesuch scale would tendconstruction
tocontingencieswere made forAllowanceshance prices.
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encountered,be engineering expenses and duringinterest
construction, periodcovering arbitrarilythe taken for
completion of work. thethe At same time theassumed

beingfact that property, valued,the a com-constituted
pleted -earning netplant actually large ig-wasreturns
nored.

was found thatAlthough depreciation existed,it no
allowance was made on that noraccount; was a definite

found,amount of depreciation againstbut there was offset
depreciation “knowledge adapta-derived from experience,
tion to serve,the of to-public,needs the readiness to
gether physicalwith of. and aappreciation roadbed,

workingreasonable amount of handcapital onalways
for immediate use.”

There is no relation ofdepreciationbetween the a
specific iteni of property, and the items thus to besought

against it, noroffset can a Master thus topermittedbe
strike a balance rathermentally, specificthan amountsgive

eachappearing upon side of the account.
The result arrived at thisby method bore no relation

to present It in imagining existingvalue. consisted every
condition to absent, substitutingbe and as purelyfacts

imaginaryfictitious and conditions and circumstances.
havingTherefore court found a whichthe basis uponas

to predicate rates, only “reproduction arrivedcost,” at
by improper havingmethods and and en­assumptions,
tirely disregarded other makeevery upelement togoing*
fair value, and having erroneously many-included items
of property which carriers are not toupon entitled earn
a wasreturn, findingthere no of tovalue whichupon
compute return, and therefore, findingthe no forbasis the
of Knoxville 1;confiscation. v. 212 S.Co.,Water U.
Willcox v. Consolidated Gas 212 U. S. RailroadCo., 17;
Commission Cumberland S.v. Tel. C. 212 U. 414;Co.,

Co.,Omaha v. Water S.218 U. 18.
To entitle a ratephysical valuation, making pur-for
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consideration, uponit must be based anposes, anyto
ofsegregates prop-the itemsinventory properlywhich

intoTo land should be divided four classes:erty. this end
(a) (b) by condemnation;of securedright way;Donated

(d)for secured(c) prospective use; by privatepurchased
purchase.

that(e) pro-Construction should be divided between;
ofby expenditure private means;or theproducedcured

the use of(f) procured purchased by earnings.that or
of has been donated free of(a) right wayaWhere

not included in the amountaggregatecost it should be
it is a privilegewhich to base' a since mereupon return,

togranted carrier,the to the to enable it makeby public
reasonably profitable,its actual without theinvestment

rates. Thus theimposition considered,of exorbitant
carrier the full benefit of thepublic grant.and the obtain

ofrightLands under the eminent domain(b) secured
original cost,at more than sinceshould be valuednever

throughthus and- thatobtained,is theonly an easement
governmental powerof the dele-.byexercise the carrier

fromgranta free the State.gated to it-under
. for ufeeshould not be(c) purchased prospectiveLands

included," this; prac-if for no reason than that theother
inspeculate land,a carrier to thepermit carry-tice would

being paid theing charges by public.
large portionthat a of'the esti-In addition to the fact

from the use of earn-of construction accruedmated cost
“contingencies” and“engineering,” “inter-ings,'the items

not includedshould have beenduring construction”est
inventory.in the

inactuallyis of items exist-specificthe valuationSince
moneyand nocontingencies,be no sinceence, there can

is acontrary railwaytheborrowed, uponis butto be the
in-is noconcern, earnings, thereproducing netgoing,

necessarily dependThe amounts claimedpaid.to beterest
Thebyin the estimator.indulgedassumptionstheupon-
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evidence now before this court shows these anvaryto to
extent sufficient alone the ofto demonstrate impropriety
their use.

Assuming present physical value isthat an element
to arrivingbe inconsidered at the fair which,value as
said in Smyth uponv. should be taken as theAmes, basis
which to compute return,the the adoptedmethod here
for'arriving reproductionthe “cost of new” does notat

presentdetermine value.
The of andfictions re-construction werere-acquisition

taken 'of in andthroughout themselves,as elements value
the conclusion that foundirresistible is the total amount
bears no assump-closer relation to the truth than do the
tions upon which that amount was based.

repent years methodDuring this for determining present
has frequently pressed uponvalue been the ofattention

Commission,the inInterstate Commerce itsresulting
complete rejection by distinguishedthat body. Spokane

Ry.N. P. C.Co., Rep. 376;v. 15 I. C. Western Advance
Cases, I. Rep.20 C. C. 307.

The specificrecord teems with instances grossof over-
valuation, amounting.in the aggregate to an appalling

ifsum, and method itself is approved of,the now as a
matter of notlaw, only assupervising officers, but courts
well,, helplesswill be in effort toany establish reasonable
values.

In cases of the Northern Pacific and Great Northernthe.
companies, capitalthe stock admittedly represented prop-
erties of enormous values not devoted railwayto purposes.
Notwithstanding this, the return which the findsMaster
would be under the rates inreceived wouldcontroversy,

cent,amount to a return of per uponseven the propor-net
oftion capital assignable"-tothe stock Minnesota intra-

uponstate business based the Master’s methods for the
cent,value,ofassignment per uponwhile seven “cost of

new,” asreproduction here result infound, return,would a
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basing computation capitalizationthe theupon when the
cent,suits commenced,were of more than fifteen per to
cent,the eighteenNorthern Pacific and more than toper

the Great Northern.
capitalizationThe total of the three railway companies

here considered (Minneapolis Louis,& St. pro-Minnesota
portion only) was, January in1, 1905, millions 596. Re-
production cost as found 931, or of capitalization.156.26%
Apply this ratio to States,all the inrailways the United
and we capitalizationhave of 18,890about. millions;
reproduction 29,000cost over actualmillions; excess about

cent,10,627 millions. To perreturn seven upon the excess
alone would the sum of 744 millionrequire perdollars
annum. It is impossible imagineto that canconfiscation
be predicated upon a result suchby anyarrived at method.

Mr. Edward T. Young, also for appellants:the
the,holdingIn that the rates here involved violated

commerce ofclause the Federal Constitution, the court
below held in effect:

That in addition to its plenary of controlpower over
interstate commerce, Congress power pre-also has to

thescribe standards and rules for regulationthe of intra-
commerce,state so as to prevent fromintrastate rates

indirectly affecting interstate rates.
That notwithstanding the express declaration of the

Interstate Commerce Act that its provisions do not apply
to intrastate commerce, that act does so ap-nevertheless
ply, and in such application it amounts to an exercise by
Congress of powerits over commerce.intrastate

That differences between andinterstate intrastate rates
amount to discrimination between localities as samethe
is prohibited by the Act,Interstate Commerce thethough
intrastate rates be prescribed by public andauthority
the interstate rates bybe fixed the themselves,carriers

regardwithout to the inherent or unreason-reasonableness
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ofableness of either set rates as to the traffic to which they
apply, and in all such cases the intrastate rates are void.

That under the Interstate Commerce Law, railroads
righthave such a tovested the inviolable ofenjoyment

fixed by regardlessinterstate themselvesrates of their
reasonableness,inherent that they may, pleaunder the of

between localities, preventdiscrimination a fromState
fair and reasonable rates for its commerce,internalfixing

if such reasonable intrastate rates from, mightdiffer and
indirectly,therefore menace the continuation of the

byinterstate rates made the carriers.
That indirect orthe incidental effect of state-made

mayrates on interstate rates amount to unconstitutional
“interference” if it is substantial in degree, and the extent

effect,of such andindirect whether isit sufficient in
degree to be unconstitutional must bybe determined the
court as a of factquestion whenever it is raised.

Each of foregoingthe is atpropositions variance with
theorythe of-our dual form of government, contraryand

to decision of this court. Gibbonsevery v. Ogden,9 Wheat.
Sands Manistee194; Co.,v. I. 123 U. 288, 295;S.R.

Ill. McKendree,Cent. R. Co. v. 203 U. S. Howard514; v.
Cent. R. 207 S.Co., 463;U. M. P. R. Co. v. Kansas,Ill.

216 U. 262.S.
As to apportioning value, the court below erroneous^

apportionmentmade the of the value of the property used
inin-common interstate and intrastate business on relative

for year test, thereby•revenue the of the assigning to
higherintrastate business much proportion ofa the

. of the thanproperty the volume of intrastate busi-value
ness period.for the same in tonmeasured and passenger
miles, bears to the interstate business done in the State.

As to commonapportioning cost, there is a differ-
cost,in'ence the of handling interstate and intrastate

arising out ofmainly the different train service itfreight,
receives.
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There of freight trains, “through,”are two classes the
which runs change,from end to end of division withouta.
and the “local,” which transacts business intermediateat
stations. The is and theexpensive,local train the more
through trains expensive.the less

Each of these trains com-carries state and interstate
merce. ofTherefore, to determine cost of each classthe
business it is necessary eachto first ascertain the cost of
class of trains upon each to ascertain thedivision; next
tonnage of each class of freight respectivetheseupon
trains; and thereafter, averagethe ofdetermination the

percost ton-mile of each isclass, interstate,state and
a simple mathematicalcomparatively problem.

appellantsThe by testimony accountant,the of their as
well as by the admissions made cross-examination ofupon
witnesses called by appellees, that bydemonstrated the
application of modern cost cost of eachaccounting, the
class of service could be determined substantialwith
mathematical accuracy.

The court findingsbelow onerroneously based its.
opinions expressed by confessedlyrailway officials who
ignored the most important to makegoingconsideration
up the difference in cost, namely, whether the articles were

uponcarried through or upon operatinglocal trains each
division, without attempting distinguishto betweenand.

-cost incurred in the actual of andhauling freight,items
those in generalincurred the maintenance of the business.

The extra cost imposed upon intrastate businesstfius
muchwas in excess of factswhat the -would warrant.

Mr. T.George Simpson, Attorney General of ofthe State
Minnesota, Mr. Lyndonand A. Smith forbrief,on thewere
appellants:

Mr. Mr:Thorne, H. T. Mr. Geo.Clarke, Jr.,Clifford A..
Mr.Henshaw, John Marshall, Royal Johnson,Mr. C.
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Martin,G. U. G.Mr. Grant Mr.Dougherty,Mr. P. W.
Lewis,DwightH. Mr.Henderson, N.Powell, Mr. John

H.Williams, Mr. H. Stutsman and Mr.D. W.Mr. William
court, filed a brief amicihave of the asbyR. Oglesby,

Nebraska,ofof the Railroad Commissionscuriaeon behalf
Oklahoma,Dakota, Dakota,Kansas, SouthIowa, North

Texas:Missouri and

Bunn forW. appellees.Mr. Charles
' necessarily uponoperate directly andThe ratesstate

destroyingamong States,the thatcommerce commerce
by authority.the thereof Federalregulationand

it byas a to which wasThis is affirmed as foundfact,
the Master:

railway companies carryingIn the were pas-1906
Minnesotasengers freight locally within at theand same

charges for the byestablished same distances interstate
tariffs with the nationalfiled commission.

and Commission made aThe Railroad Warehouse
1906,rates, 15,in class effective Novemberreduction all

twenty twenty-five per-cent.to Thefromamounting
232)' ordered1907,of c. a reductionlegislature (Laws.
cent, charges grain,in onover sevenamounting perto

by 1907, 97,Lawscoal,and and c.lumber, animalslive
fares from three to two cents perreduced passenger

mile.
things, found local andthe Master thatAmong other

passengers byand are handled thefreightinterstate
facilities,and are carried in the sameemployessame

same cars must be in thistrains and in the and handled
of mucheconomy;marfher exercise fair thatin the the

throughin or Minnesotalarger part transportedof business
traffic inis conditions of ofinterstate; transportationthat

Dakota,- and, asMinnesota, SouthandWisconsin, North
Montana, samein are thetraffic,much conditionsto

is in a State ortransportation local betweenthewhether
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States; that both local inthe and- interstate traffic ques-
tion move from originthe same and similar ofpoints and

the and destinations, anyto same similar and that sub-
change in localstantial rates without a corresponding

change in unjustinterstate rates would constitute dis-
crimination.

alsoIt was found that the local torates-were reduced a
basis thebelow interstate rates for much longer hauls,
established theunder ActInterstate Commerce and
partly expressby orders of the Interstate Commerce
Commission, applicable to traffic between andMinnesota
other States and from one State to another extending
across Minnesota; and that the local rates decreased to

ansuch extent with distance that themextending for
considerable beyonddistances the state line showed
enormous discrepancies between the extended state rates
and the established interstate rates.

operationThe on interstate ofcommerce the said Minne-
sota laws and commission orders was found to be immedi-
ate, direct and substantial in the following (a)respects: in
destroying rates;interstate in(b) destroying interstate

by substitutingcommerce local in oflieu interstate rail
(c) in turningmovement; over to one carrier the inter-

of another,state commerce which inwould occur many
the competingunlesscases carrier adoptwould the state

for itsrate interstate business; (d) in destroying the
commerce of States,interstate cities of other should the

serving them fail applycarriers to to them rates on the
of thebasis Minnesota rates.

findings appelleesOn the that:contend
shouldIf the carrier obey the Minnesota laws and

orders its ratesand reduce to line of the State,the it could
not maintain its previously existing higher interstate
rates and from points thebeyond state line withoutto
violating thirdthe section theof Interstate Commerce

whichLaw, unjustforbids discrimination; that the only
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contention, viz.,to be made to thisattemptedanswer
onlyin rates would be a differencethat such a difference

is contenddiscrimination, Appellantsunsound.and not a
to regulateof the States their internalpowerthat the

topower Congress regulateto the ofequaliscommerce
regulatingthe twoamong States; "that thecommerce

to andsovereigns foreign independentlikeauthorities are
Congress pro-and cannotother, consequentlyof each

discrimina-regulate Commerce,tohibit, powerunder its
aswholly within a Statein of commercetions favor

contend,among Appelleesthe States.commerceagainst
largely,sort of was eventhat thishowever, discrimination

incommerce clause the Federalwhat theprincipally,
to that theprevent; powerwas intendedConstitution

amongand the Statesforeignwith nationscommerceover
itabsolutely as would be in ain asCongressis vested

•were there no States. Gib­governmentsingle general
197; Champion Ames,v.9 Wheat.Ogden,bons v. 188
Missouri, 275,S. 280;91 U.Welton v.321, 347;U. S.

FerryKimball, 691,102 U. S. Gloucester696;Mobile v.
114 Robbins v.Pennsylvania, 196, 203;U. S.v.Company

NorthernDistrict, 489, 493;120 U. S.Shelby Taxing
197, 349. TheUnited States,v. 193 U. S.Co.Securities

thatConstitution never intended theof theframers
incapablefindof the Nation itselflegislative power should

committedsubject-matter specificallyaof ofdisposing
545,Rahrer,re 140 U. 562.In S.charge.to its

exercised,lawfully exercise, longand hasCongress may
and commerceregulate navigation bytoexclusive power

localwholly,and withinwater, commercenavigationeven
toimplies powerno invadeaction directa State. Such

to thenecessarily powerincidentalState,the but is
Congress regulategranted to to commerceexpressly

1,9 Wheat.Ogden, 204;the Gibbons v.among States.
387; TheU. S. DanielDuluth, 379, Ball,v. 96Wisconsin

557; Rep. OysterHazel 25 Fed.Kirke, 601;The10 Wall.
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Steamers, Eudora,Police 31 Fed. Bark763; Patterson v.Rep.
169; Garnett, Lottawanna,190 U. S. In 141 There U. S. 1;

21 Wall. 558, power577. The to commerce isregulate
the true of touchingfoundation of the laws Congress

It to innavigation. is difficult maintain the suggestion
527,Butler v. Boston and reCo., 130U. S. In Gar­Steamship

141nett, 1, authorityU. that CongressS. has broaderany
than the by Ill,commerce Art.power 2,virtue of of the§
Constitution, granting judicial to the Federalpower
courts; because, if judicialthis ofgrant power be held
to grantcontain a of power to Congress over maritime
matters, it would appear by grantto follow ofthat, the
power to the trycourts to actions between States, between
citizens of different States and between aliens and citizens
of a State, Congress givenwas topower pass laws appli­
cable to those controversies.

In v.Gibbons Ogden, p. 195, it was held within the
power of- Congress to regulate those whollyconcerns
within a State which affect the States generally and which
it necessarywas to interfere with for the purpose of ex-
ecuting any general power of government.the On this

said,principle p. 203, Gibbonsijt was v. thatOgden, the
legislature of UnionAlie could interfere with and overrule
state health and inspection laws wherever fornecessary
national purposes. See Chief inSavageJustice Steam-

Livingston,boat v.Co. 3 Cow. 713, 745.
ofpower CongressThe over land commerce is identical

with, completeand as as, its control over water commerce.
Ball, p.The Daniel 565; Monongahela Navigation v.Co.

States,United 148 U. S. 312, 341; v. Cent. Pac.California
,Co.,R. R. U. S. Debs,127 In re U.1, 39; 158 S. 564, 589­

591.
Congressofpower incidentallyThe to regulate, where

necessary, affairs of a is ainternal State generaldoctrine of
application bynot confined to commerce water and is

necessity forbased on the such exercise inpowerof order
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make, in thegrant power Congressto some of toeffective
4Maryland,McCulloch v. Wheat.Constitution.Federal

this doctrine and holds that the426, uponwasp. planted
modifies, overrule,necessary mayand wherepowerFederal

In Railwaytaxation. Southern v.Companyofpowerstate
20,222 U. S. rested on theStates, the courtUnited

safetypower Congress regulateof to as tothegroundsame
and engines includingall the cars of a railway,appliances

wholly in State,within a thecommerceengagedthose
regulationthat such of internal commercebeingreasdn

National powerto make the Thenecessaryis effective.
appliedhas been to hours of rail­principle labor ofsame

engaged partly in commerce local within away employés
Ohio R. Co. Int.Baltimore & R. v. Comm. Comm.,State.

Chi., Ry.Mil. & St. P.612; Co.,State v.221 U. S. 136 Wis­
wasThe same doctrine involved in407. Unitedconsin,

12 Pet. 72.Coombs,States v.
is powerstherefore universal that the ofThe rule

incidentally to affect the internal affairsextendCongress
powerand control state and state action soof Statesthe

at all andnecessary to execute times undermayfar beas
authority inevery Congress byvested theall conditions

Constitution.
fixprinciple topowerthis established state localOn

to"the ofpower Congress;commercerates is subordinate
as it is provisionsto other ofmuch subordinate theas

fixConstitution, g.,e. state topower rates isFederal
prohibitionFederalby againstthe violation ofcontrolled

byandof contracts the Fourteenth Amend-obligationthe
from taking propertyStates withoutment dueprohibiting

law.process of
of has inCongress been executed somepowerThe

respects byin Actrespects partially,other the tofully,
The third prohibitssection notRegulate Commerce. some

orpreference advantage.all undue or unreasonable'but
extent it is a exercisecomplete powerTo this of the
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in asCongress and, shown,vested before must be held
to preference advantageforbid and in favor of local

a ascommerce within State compared with interstate
This lawcommerce. rates torequires be filed and gives

fixtopowerthe commission rates. Such rates inare
onlyeither case the lawful rates and no judicial inquiry

tolies as their reasonableness. Texas & Ry. Co.Pacific
v. Oil Co.,Abilene Cotton 204 U. S. 426.

If Congressthe act of forbids discrimination as be­
tween interstate business and State,business local within a

iscollision established between the state law and the act
Congress.of It must admitted that ofpowerbe the

.isCongress paramount and that- the state mustpower
way.give 4Maryland,McCulloch v. 405-6, 426;Wheat.

Col.Gulf, Ry.& Santa Fe Hefley,Co. v. U. 98;158 S.
,Northern Securities Co. v. United 332,193 U. S.States­

335, 347; Gibbons Ogden, pp. 195, 209; Cases,v. License
5 574; Liability Cases,How. Employers’ 207 U. S.
463.

It toappears therefore be a pure question of fact
the rates dowhether state ordestroy, impede directly

operate upon interstate andcommerce interstate rates.
do,If the Federalthey power is shown toampleto be

prohibit such interference. Louis. & Nash. R. R. v.Co.
Eubank, U. S. 27.184

argument, that ifThe the state rates are inreasonable
theyand of themselves cannot toobjectedbe and therefore
isinquirythe as to their reasonableness,whole is fallacious.

court determines onlyThe rates confiscatorywhether are
and cannot entertain question.ofthe broader their reason-
ableness, nor can this bybe anydetermined mathematical

policyformula. Public of the mayNation be to permit
a return. of alargecarriers policyPublic State tomay be

permit but aa one. In suchsmall conflict National
authority controls. There nobeing mathematical meas-
ure reasonableness, Congressof set a standard—has up

vol. ccxxx—-24
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tariff and of'published findingsthe the the Interstate
ThisCommission. standard controlsCommerce com-

among anythe States and statemerce rate inconsistent
ortherewith, destructive isthereof, unreasonable meas-

that standard.byured
In many cases state action has ofpurposebeen for the

industry,home ofprotecting amongdestroying commerce
substitutingthe States therefor ofcommerce,stateby

regulationNationaldestroying by substituting therefor
ofregulation. Seestate Iowa Railroadreport Commission

7,1909,December Inyear ending p. Freightfor Matter14; of
11 I. C. C.Rates, 209; Saunders v. Southern Express

Meredith415;18 I. C. C. v. St. LouisCo., Southwestern
recently bydecidedRy. Co., the Interstate Commerce

Commission.
in 1 ofThe theproviso Interstate Act,Commerce§
not toapply transportationthat the act does wholly within

State, Congressa shows has notthat itsexercised com-
plete and has intended topower leave to the States the

ofregulation transportation wholly,which is completely
but itinternal,and does not anpurely indicate intention of

to less than its full toCongress power preventexercise
against transportation among the States,discriminations

completeits topower prevent favoringless than the of
expenseat the of ofany countryState other and theStates

at It cannot be read as a oflarge. grant power, toeither
by againstStates or to carriers tothem,chartered create

of andthe States their traffic dis-people other whatever
a mayState choose.crimination

It is isanynot that freetransportationcontended from
of theregulation. provisoIn view of 1 of the Commerce§
fixAct, may localthe States rates and discrimina-prevent

tions as as well as preventbetween them discriminations
local in favor ofagainst interstate commerce.commerce

topower wayState and state action givemust what-
necessary to ancompleteextent efficient Nationalever is
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control over the thatsubjects byto controlcommitted
Constitution;the that reduction aby of itsState domestic

isrates until suchpermissible reduction interferes with
rates, or freeinterstate with the flow of interstate com-

ormerce, regulationthe congressionalwith under author-
ofity among States,commerce the but that Statesthe have
rightno to reduce their local rates'below the interstate

rates andlawfully thus to impede destroyestablished or
orcommerce, destroyinterstate the regulations and rates

been,touching the same as they have underestablished-
authority.National

Mr. Pierce with Mr.Butler, Hale Holden, Mr.whom
D,Jared How and Mr.. William Mitchell were brief,.on the

also for appellees:
Appellants’ regardcontentions in to the valuation of

railroad areproperties unsound. Appellees contend that
the well ofestablished lawprinciples applicable are:

.Railroad corporations are persons within meaningthe
of the Fourteenth Amendment;

Railroad isproperty private property, subject publicto
•under just regulations.use Railroad Cases,Commission

C.,307,U. M. P.331; Ry.S. & Co. Minnesota,116 St. v.
418, 458;U. S. L.Reagan Co.,134 v. Farmers’ & T. 154.
399, 410;S. Int.362,U. Com. Comm. v. C. G. Ry. Co.,W.

U. S. 108.209
hazards affectingThe railroad inproperty inhere the

while inthat a propertyfact measure such performs a
of the guarantyfunction State there no tois its owners

loss.against
to inrightThe increase inheres invalue the very terms

guaranties againstof the constitutional taking property
processwithout of law.due

ofgrantsPublic lands in railroad-companies in Minne­
uponsota constitute contracts bast'd valuable considera­

First Div. Paul Parcher,tions. & R.St. 14Co. v.Pacific
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CityPaul & SiouxCity St. Paul v. St.Minnesota, 297; of
Peter& St.Minnesota, 469; State v. WinonaCo.,Ry. 23

v.& L. R. R. Co.Minnesota, M. St.Co., 472;21R. R.
Co. v.Ry.NorthernMinnesota, 149;Koerner, 85 Pacific

Townsend, 190 U. S. 267.
chargedratespublic throughderived from theIncome

property!thebelongs to the owners offor renderedservices
charges,of thepublicationrequiringUnder laws the

collected and primamust be arethereofamounts facie
Co., 19;Gas 212 U. S.ConsolidatedWillcox v.reasonable.
331, Rep.179 Pa. St. Atl.Co., 36v. WaterBrymer Butler

249.
reasonable valueupona fair return theThere must be

for public,thebeingit is usedof at the timepropertythe
of ratescases, the enforcementinunless, exceptional

public.to theunjustwould bepurposefor thatnecessary
Co., 201;U. S.Canal 192Joaquinv.CountyStanislaus San

439; DiegoU. S. SanJasper, 189Land Co. v.DiegoSan
Knoxville v.739;174 U. S.City,NationalLand Co. v.

212Co.,Gasv. Consolidated1;212 U. S. WillcoxCo.,Water
Ry.& Tex.Kans.Mo.,157 Fed.C., Rep. 849;U. S.19;S.
Ry.Nor. Pac.v.493; Shepard177 Fed.Love, Rep.Co. v.

Rep.Fed. 765.Co., 184
out-as theof wellpropertycost the asoriginalThe

inadmissiblebonds,in and whilestocksstanding capital
in far assoonlyformatters considerationareevidence,

ofevidencethey competentcase arein particularthe
value.present

ap­haveoutstanding capitalcost ororiginalWhere
de­havecourtsvalue thepresentin excess ofpeared to be

as aeitheruponratesvaliditythe ofclined to determine
DiegoSan546;Ames, U. S.Smythof 169basis value. v.

Cases,Land Co. supra.
has beenpropertyThe that where thegeneral rule is

and re-maintainedefficiently located, constructed and
of anda wholeoperationof show volumesults trafficas
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reasonableearnings support property,sufficient to the pay
in the true valuesomething addition,dividends and leave

physicalin of of thereproductionis excess of the mere cost
F.A.,and T. & S.tangibleor Casesproperty. supra,

Sullivan, T.M., K. &Ry. v. Fed. Rep. 456;Co. 173
Co. v.Ry. Love, 177 WaterworksRep. 493;Co. v. Fed.

Pac. Co. v.City, Rep. 853,Kansas 62 Fed. Southern864;
Co.Trust v.Bartine, Rep. 725, 751; Metropolitan170 Fed.

Spring& Tex. Rep. 683;Houston Cent. 90 Fed.Ry. Co.,
Francisco, Rep. 574,124 Fed.Valley Waterworks v. San

Maine,Waterville, 185;Kennebec 97594; Water District v.
Proposed Ad­Co., Maine, 371;Water District v. Water 99

Railroad,vance in I. C. C. Ames v. 64Freight Rates, 402;9
Yards, 82Rep. CityFed. v. Kansas Stock165; Cotting

Rep. C., 79,Fed. S. U. S. 91.850; 183
is anof ofreproduction tangible propertytheCost

determining presentof inprime importanceelement
value.

railroadA forowning propertycarrier which is valuable
in true valuerightterminals has law the to the full and

standard—by every legitimateof them as measured
any mightall for it be suited.generally for and uses which

19; Boom Co.Co.,v. Consolidated Gas 212 U. S.Willcox
98 U. S.Patterson,v. 403.

ordinaryutility business,a higheris use thanRailroad
cost andhigheror farm use and for there-residence makes

MorganNor. Pae. Exam. Nor.higher 10,fore value. Vol.
Pac.

operating expenses:As to
rates fixed the Commission cannotbyThe intrastate

earnings from allon the thesustained, groundbe that
the areand intrastate —inbusiness —interstate State

be sustained.groundThat cannotsufficient.
doingaccountto take the ofnecessaryIt is into cost

complainedbycovered the rates of.the business
business, freight hasboth and passenger,Intrastate
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in all toreportedbeen found the cases have been attended
by much thanhigher cost corresponding interstate busi-
ness.

'

ofThe cost intrastate business may be indicated:
relation of the cost ofBy the the intrastate unit (the

mile)toh passengermile or' the to the cost of the corre-
unit.sponding interstate

ofBy the relation the cost of the intrastate business in
proportion to revenue derived therefrom to ofthe cost

interstatecorrespondingthe business in toproportion-
therefrom, e.,i.revenue derived the tocost earn a dollar

in tothe one class to the cost earn a dollar in the other.
ofThe the cost ofrelation the intrastate inbusiness

proportion to revenue derived therefrom to the ofcost all
systembusiness on the within the State —in propor-—or

tion to the revenue derived therefrom.
The revenue fromderived the intrastate business must

be found and compared with the cost'thereof.
The exact cost of doing either class of business, either

or interstate,intrastate has never' kept bybeen any rail-
road company. There is no recognized method for the

of such inkeeping cost railroad accounts, or for its ascer-
tainment with mathematical exactness.

such,and men experiencedThe courts in agreematters
that, while the exact cost of doing either of such classes
of cannot be shown,,business the opinions of experts,

bearingfamiliar with conditions upon relation ofthe cost
of the business to that ofintrastate the interstate business,

guidefurnish for suchonlythe determination..
In all reported cases it has found that costsbeen it

substantially amore earnto dollar in the intrastate than '
in the interstatecorresponding business —and muchvery
more to produce a inton-mile the freightintrastate busi-
ness than in' the interstate freight business.

That the to aproducecost (whereton-mile relationtho
expressedof iscost on basis)that has never been found to
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two and as intra-be less than one-half times much in the
inasstate business the interstate business.

“straightthe basis” or“straightNeither ton-mile the
freightbasis” has been found to fairlyrevenue ever divide

expenses between the intrastate business andoperating
business,the interstate because the intrastate business

per mile andper alwaysmore ton has been found tocosts
in toproportionmore revenue than in the correspond-cost

interstate business.ing
fairIn all acases division of freight operating expenses

be mademay between intrastate business and interstate
on eitherbusiness the or“Equated Ton-Mile Basis” the

Revenue Basis,” as found and the“Equated byused mas-
Each basis may expressedter. be in of the other andterms

the result is the whether one orsame the other is used.
It' costs more to an mileproduce passengerintrastate

ofthan an interstate butpassenger mile, proportionsuch
cost is ifusually, always, passengerextra not less in the

than produc-the ofdepartment corresponding extra cost
intrastate ining freight department.an ton-mile the

Passenger may divided be-operating expenses fairly be
onintrastate andtween business interstate business the

Passenger Mile or “EquatedBasis” the Rev-“Equated
inas found and thesebyBasis” the Masteremployedenue

cases.
greaterof is thanpublicThe value services rendered the

in makingrates therefor theimmediatelyeffect beforethe
orders and complained of.the lawsof

been time.have reduced from togreatlyRates time
of other and of generally—cost service commoditiesThe

labor operateand to rail-supplies requiredofespecially
during recentgreatly years.advancedroads —has

reasonablyof return to be must beadequateA rate
seyep per cent the value ofupon propertythehigher than

it is coveredused,at the time to render the serviceused,
rates.theby
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As to from railroad's,fair returns banks, and public
utility etc.; seecorporations, Willcox v. Consolidated Gas
Co., 212 v.19;U. S. Ames Union R. Co.,R. 64Pacific
Fed. Rep. 165, 186, 187; Pennsylvania R. R. Co. v. Phila­

Atl.delphia Rep. Brymer68County, 676; v. Butler Water
Co., C.,179 Pa. St. Atl.331, 249,S. 36 L.Rep. A.36 R.
250; Ry. Co.,v. Northern I.Spokane 417;15 C. C.Pacific
Report Commission,Railroad Securities under 16 of§
the 18, 1911; M., Ry.act of K. T.June & Co. v. Love, 177

cited,Fed. Rep. 493, 501, and numerous in opin­eases the
ion of the court below.

CloughMr. W. filed a briefP. in ofbehalf the Northern
Railway CompanyPacific and the Great Rail-Northern

way Company, appellees.

Mr. Edmund S. Durment, ofby leave the court, filed
a brief as amicus curios.

HughesMe. Justice the opiniondelivered of the
court.

suits were broughtThese by stockholders of the North-
ern RailwayPacific Company, the Great Northern Rail-
way and theCompany Minneapolis and LouisSt. Railroad
Company, torespectively, restrain the enforcement of
two orders of the andRailroad Warehouse Commission
of the ofState Minnesota and two ofacts the legislature
of that State prescribing maximum for trans-charges

(lieportation freightof passengers,and prevent,and to
adoption or ofmaintenance these rates the railroadby
companies. In toaddition Attorney-the thecompanies,
General of State,the the members of the Railroad and
Warehouse Commission, and in the cases ofalso, the
Northern Pacific and Great companies,Northern certain
representative shippers, were made defendants.
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solelyorder which their terms relatedacts, byThe and
ascharges transportation,to for intrastate were follows:

September 1906,The order of(1) 6,Commission’s
'15, 1906, fixingeffective the maximum classNovember

for generalrates merchandise.
to(2) April 4, 1907,The take effectact, approved

a as the maximumMay two cents mile1,1907, prescribing
fare for for those underpassengers, except yearstwelve
of age, for the rate was to be awhom maximum one cent

(Laws 1907, 97.)mile. of c.
(3) April 18, to take effectact, approved 1907,The

fixing commodityJune maximum rates for car-1, 1907,
232.)load lots of 1907, chap.of specified weights. (Laws

1907,(4) May 3,The order of effectiveCommission’s
“in-rates” for des-3, establishingJune 1907, maximum

Min-ignated in lots St. Paul,commodities carload from
dis-to certainneapolis, Minnesota Transfer and Duluth

(No complaint is made of this order intributing centers.
Minneapolisthe of and St. Louis Railroad Com-case the

pany.)
1905, legislature adoptedIn of Minnesota had athe

joint directingresolution the Commission “to undertake
securing readjustment freightthe of a of existingwork the
State, give systemin this which will a more uniformrates

of per-State a uniform scale ofthroughoutrates the and
towhich each bear the firstcentages class rate shall

class, the to a substantial reductionreadjustment secure
in (Laws 1905,the rates.” ofexisting merchandise
o. direction, Com-350, p. 631.) Pursuant to this the

investigation.conducted Publicprolongedmission a
several in whichhearings extendingwere held over months

submittingcompanies part,the railroad took an active
respecta of to matterslarge testimonyamount with the
the ratesexistingfound classThe Commissioninvolved.

by thefor to unreasonable andgeneral merchandise be
mentioned, established6, 1906,of aboveSeptemberorder
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a ofnew schedule lower maximum rates. These rates
bywere to the classes shown theapplied so-called “West-

ern Classification” between stations in the State. This
classification, bywas a which arrangedarticles were in

generalto theirgroups eharactei’,with reference value
and the cost of and withtransportation, modifications

to it hadtime; longfrom timemade been used by common
in the and ascarriers west northwest a basis for rates, the

takingcommodities of classeach the same rate under like
Minnesota,conditions. In ahowever, large number of

commodities, amounting hundred,several had, byto the
of Commission,intervention the been removed from this

application specialclassification the of ratesby known as
reduced in“commodity rates” or class so that the Western

inoperationin that State wasClassification very mate-
generalfrom that in asrially different use a basis of rates

in other States.
of inThe schedule rates set forth the order of Septem-

thatber was such6, each rate for each class bore exactah
torelation each other rate. The of theplan schedule was

this: For first-class ofmerchandise an allowance 11.02 cents
cwt., made forper was terminal and incharges addition,-

cent,haulingwas apermitted chargethere of .98 of a for
miles toup miles,each five 200 for each ten miles over 200

400 and forup miles,miles to each miles overtwenty 400
Forupmiles to 500 miles. classes,other the rates were

a ofperfixed centum the corresponding rates for the. first
maximum is,class. These rates were terminal rates; that

to orthey related to fromtransportation certain important-
or distributingstations called terminal Betweenstations.

designatedis sostations neither of which the of therates
might increased-by five perschedule be centum.

compliedcompaniesThe railway with this order and
class rates into effectputwere on 15,Novemberthe 1906.

The Commission also had under consideration a reduc-
the atin whichrates,-commoditytion certain commodities
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live stock were moved incoal, lumber, andgrain,such as
with toagitation respectof thecarload lots. Because

voluntarilyrailroad reducedcharges, companiesthese the
cent, grain (September 1,1906)ten onpertheir rates about

(October Commission, however,The22, 1906).and coal
infurther reduction the1906,on ordered a14,December

brought suitcompaniesThe railroadrates.commodity
and obtainedof the United States ain Circuit Courtthe

ofenforcement thisinjunction restraining thetemporary
the act abovepassedtheThereupon legislatureorder.

1907, established18, whichmentioned, approved April
inrates all re-commodityof maximuma new schedule
thatsave theby the Commissionspects like that fixed

the variousgreat. groupednot The actreduction was so
forclasses,init embraced severalcommodities which

was no fixedThereprescribed.which ratesdifferent were
regularand nothe classesbetweenpercentage relation

withcharges increasingrate of the variousprogressionof
makingofthe method therespectsIn otherdistance.

in the order ofadoptedtosimilar thatschedules was
ascharge decreasing thehaulingtheSeptember 6,1906,

increases.mileage
to rates wasremaining respect freightaction withThe

1907,May 3,in ofthe Commission the orderbytaken
in-rates toof favorable amorepurpose securingfor the

toIt certainappliedof minor centers.jobbingnumber
lots, andin carload wascommodities, groceriessuch as

6, being1906,Septemberto the ofsupplemental order
had previouslyto reestablish relation whichintended the

pointsthese distributingthe in-rates' toexisted between
rates.schedule of classgeneraland the
this ordercompanies May 3,1907,obeyedrailroad ofThe
1906, put6, theyof and alsoSeptember'thatas hadthey

Theycents a mile.rate of twopassengerinto theeffect
by the actcommoditythe rates fixedadoptwere toabout

and1907, broughtwhen these suits were a18,of April
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injunction restrained them fromtemporary taking that
rates, is,course. other that the class specialThe rates,

ratespassenger permittedin-rates the wereand to remain
in suits.pendingforce the

complainantsThe assailed the acts and uponorders the
grounds (1) that amounted to'they an unconstitutional

(2)interference with interstate commerce, that they were
(3)confiscatory penaltiesand that the imposed for their

violation were so as to insevere result a denial of the
ofequal protection the laws and deprivationa of property

processwithout due of jurisdictionlaw. The of the Cir-
cuit Court was sustained in Ex parte Young, 209 U. S.

it123, penalwhere was also held that the provisions of
toacts, precludethe a fair toopportunity testoperating

onvalidity,their were unconstitutional their face. The
suits,Circuit Court then referred the to a special master,

who took and madethe evidence an elaborate report sus-
taining complainants’the contentions. His findings were

byconfirmed the court and decrees were entered accord-
ingly, adjudging the acts and (withorders the exception,
in of Minneapolisthe case the and St. Louis Railroad

Mayof the order of 3, 1907)Company, be void andto.
enjoining thepermanently enforcement of the prescribed

freight and andrates, passenger, their adoption or main-
companiés.railroadtenance theby 184 Fed. 765.Rep.

thedecrees,From these ofAttorney-General the State
and of the Railroad andthe members Warehouse Commis-

appeals.sion theseprosecute

ebeingprovisions separabl­The penal (Reagan v.
Co.,Farmers’ &Loan Trust U. S. 362, 395; Willcox v.154

212 U. S.Co.,Consolidated 19, 53, 54;Gas Grenada Lumber
Co. S. 433,v. 217 443;U. Un.Mississippi, West. Tel. Co.
v. Richmond, 160,224 172),U. S. the question of the.

of and ordersvalidity fixingthe acts maximum- rates is
inpresented aspects,two distinct (1) with torespect their
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' and ascommerce, (2)effect on interstate to their alleged
character.confiscatory

First. As to commerce.with interstateinterference
None of the acts and orders for orprescribes goodsrates

moving terms,inpersons interstate commerce. theirBy
issolely to commerce that internal.they apply Despite

this it has been foimd that thepurportobvious below
of the State’s for intrastaterequirementsinevitable effect

imposeto a direct burden inter-transportation uponwas
to unjuststate discriminations be-commerce and create

adjoiningMinnesota and those intween localities in
that must fall as toStates; they repugnantand hence

of Congressand to the actionclause undercommercethe.
theconclusion, presentsit. To its Circuit Courtsupport

fromof approvedan facts drawn theimpressive array
(184 775-792.) WithoutRep.of Fed.findings master.the

embrace, thesegiving they findingsall bemaythe details
summarized as follows:

I. companiesThe of each of the threepropertyrailroad
the30,1906,On June North­single system.constitutes a

(a corporation)ern Pacific WisconsinRailway Company
1,625of miles weretrack,'ofmiles whichoperated 7,695

Railway CompanyGreat Northernin Minnesota. The
operatedat the same time(a corporation)Minnesota
in2,779of miles Min­track, which were8,528 ofmiles

from Wis-westerly Superior,lines-extendnesota. Their
from PaulMinnesota, and St. andconsin, Duluth,and

of Minnesota,the States NorththroughMinneapolis,
and toMontana, Idaho, Washington Oregon,Dakota,

LoinsThe and St. Rail­Minneapolisthe Pacific Coast.
(also a corporation) operatedroad MinnesotaCompany

St, Paul and Minne­running frommiles of track1,028
inpointsto South Dakotaaiidapolis westerly southerly

movementcompany,case of theand In eachtheIowa.
time,at sametraffic takes theplaceof interstate and local

and largelyrails, employés,the with sametheon same
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trains and cars.means of the same There has neverby
impracticablea and it is inseparation, the exercisebeen

to separation,of fair make a between the inter­economy
in freightand intrastate business the case either ofstate

oflargerfar the traffic ispassengers. By partor of the
of-year freightIn the business th'einterstate. 1906.the

local toCompany, Minnesota,Northern Pacific was 2.67
cent,cent, entire business andper freightof its 12.33 per

touching State,the and itsfreight passengerof.its business
cent,the State was 5.79 of itsperbusiness local to entire

cent, ofperand itspassenger passengerbusiness 67.21
touching thebusiness State.

attending passen-The conditions the oftransportation
gers freightand are same for likesubstantially the dis-

of ofportionstances within those the States Wisconsin,
Dakota and SouthMinnesota, North Dakota reached by

lines of these whether thecompanies,the transportation
Priorwhollyis interstate or tointrastate. the acts and

companiesin the hadquestion,orders ratesmaintained
relativelywhich fair and notwere as be-discriminatory

and business;interstatetween intrastate and it is con-
changecluded that substantial in the basisany of rates

fact that transporta-thus established due to the theonly
or to a andState,tion was interstate was local any. substan-

tial in rates as twodifference between the sorts of traffic,
unjustwould discrimination in fact.constitute
line- ofII. The Minnesota on thestate east and west

inwhich are proximity.runs between cities close Superior,
Minnesota,-areWisconsin, Duluth,and side atby side the

extremity Superior. Oppositeof Lake one onanother, the
ofwestern the lieboundary State, Grand NorthForks,

Dakota, Forks,and East Grand Minnesota; Fargo,
Moorhead, Minnesota;North and andDakota, Wahpeton,
Breckenridge,North and Minnesota. TheDakota, cities

and,in pair receive,each and to fromship the same
railroad,localities, freight.the same ofkinds The com-
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ina with the otheronput parityhave eachpanies always
a substantialif there were differ-rates,of andthe matter

ofto the commerce theinjurycause seriousence it would
PacificIfhigher rate. thehaving, the Northerncity
inon traffic andto maintain as low ratesfailedCompany

its toDuluth, poweron that to and fromof asSuperiorout
pointsandSuperiortransact interstate business between

ofand the valueseriously impairedin beMinnesota would
depreciated.its in would beSuperiorproperty

Septem-.the order ofclass rates fixed byThe maximum
cent,cent, to 25 lowerperfrom 206, perber 1906, were

Pacificthe Northernbymaintainedthan those theretofore
for inCompanies transportationand Great Northern
Dakota, suchNorth whetherandWisconsin, Minnesota

of or wasto one these Stateswas local■transportation
of When Northerntwo them. theanyinterstate between

order,to this installed theCompany, pursuantPacific
ratesits interstate betweenrates, it'reducednew intrastate

in to an withparityand MinnesotaSuperior points exact
made inalso theits Duluth. Reduction wasrates from

and the above-and Superiorbetween both Duluthrates
putas to thesoboundaryon the westernpointsmentioned

basis with theequalon ancities in Northborder Dakota
wasThis reductioncities in Minnesota.neighboring

adjoin-,made, placeshad it not been theand,substantial
notState,but outside the could haveing boundary,the
NorthernAlthough thethose within.competed with

loss ina substantialthereby sufferedCompanyPacific
it the ofbusiness, had choiceits interstaterevenue from

destructionsubstantialsufferingto loss orsubmitting that
inborder localitiesto theseof interstate commerceits

time,same theorders. At thebyarticles thecovered
reductions, al-similarmadeCompanyGreat Northern

Duluthbetweencase, transportationin its thethough,
Minnesota, passinglinewas interstate —itsinpointsand

for these reductions wasThe reasonthrough Wisconsin.
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fromto the relation in rates Duluth whichpreserve had
onbetween localities the Greatalways existed Northern

onthose situated the line of thesimilarlyline and Northern
to rates onand meet the reduced thb latter.Pacific,

Moorhead, Minnesota, Fargo and Bismarck,III. North
Butte,and areDakota, Billings Montana, so-called

alwayscenters. Rates had been accordedjobbing to
the Pacific CompanyNorthern whichbythem would

to theircompete neighborsallow them with nearest and
and Duluth.Paul, Minneapoliswith St. The oforder

6, 1906, as ofSeptember supplemented by.that May 3,
reduced,1907, substantially rates from the easterncarload

to ThisMoorhead. reduction given■terminals would have
inadvantagean territoryMoorhead accessible to its

not asindustry only against Fargo, unlessjobbing car-
to Fargo similarly reduced, butload rates were also as

Duluth, andagainst MinneapolisSt. Paul unless less-
placesrates from these to pointsthan-carload accessible

Moorhead, awhich included considerable territoryto in
Dakota, were, Ifproportionately FargoNorth reduced.

againstas it wouldw;ere protected have anMoorhead*
over Bismarck in commonadvantage territory to them

advantagean over theand eastern terminals' inboth
common, to them and to Fargo, unless carloadterritory

terminals to andrates from the eastern Bismarck less-
from thoserates terminals to thethan-carload territory

to-Fargo correspondingly reduced;wereaccessible and so
distributing distributingon topoint point.from

twoEvery comprehendsIV. rate terminal charges, the
a haulage charge.initial and the and It isfinal, declared

rate-makingto a of aprinciplebe cardinal that rate for a
shouldlonger distance be smallerproportionately than

for even ifdistance; haulageone for a shorter the charge
perin former case were the same themile,the rate per'

for, longer haul,ton mile should be less the- asper the
charges spread aterminal would be over greater distance.
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A disclosed thatcomparison the rates established theby
order of September 6, 1906, and maintained by the
Northern Pacific 'St.- Paul andbetweenCompany Moor-­
head were in general substantially less than the proportion
of the interstate rates thebymaintained tocompany
various points in North Dakota and Montana, based on
the inmileage comparedMinnesota as to that of the
entire haul. ofMaintaining involves,such a relation rates
it is found, unjustsubstantial and discrimination in fact
against the interstate localities.

V..After the installation the Great Northern andby
Northern prescribedPacific of the ratesCompanies theby

oforder it that sumSeptember 6, 1906, appeared the of
the local Moorhead andfates from St. Paul to from-Moor-
head to in Dakota was lessmany points North than the
interstate maintained fromrates theretofore St. Paul
to thereuponthese points. companiesBoth established

pointsrates- from Dakota as aSt. Paul to the North rule
no ongreater than Moorheadthe sum.of -the locals but

lower in than the interstate ratessubstantially general
Maintainingin tookforce when the order effect. inter-

Dakotastate rates from Paul to North localitiesSt.
than the sum of the locals based onsubstantially greater

discrimination inunjustthe state line would causedhave
infact. actual reason for the reduction the interstateThe

inat Moorhead orderprevent transshipmentrates was to
andof the lower sum of the locals toadvantageto take

traffic which reach Moorhead overmightretain on its line
as toand,of less-than-competition,other lines reasonby

Twin Citiesjobbersto in the andlots,carload enable
and Fargowith in MoorheadDuluth to thosecompete

ex-in would haveterritory which otherwise the latter
closerby proximity.reason of theirclusively occupied

of,. held the fundamentalIt is further to be oneVI.
milehaulage charge perthatrate-makingof thedogmas

ifwith the condi-increasingnot increase distanceshould
ccxxx —25-von
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Under the progressivetions be the same. decrease in the
ofcharge State, providedwithin the the orderhaulage by

of6,1906,100 pounds merchandiseSeptember transported
PaulPacific from St. to 248by Moorhead,the Northern

been hauled for 48 at the ofmiles,would have ratemiles,
Ifper miles,ten when Moorhead is.98 cents reached.

haulage charge-of perthe .98 cents ten milessame were
remaining Spokane,for the distance to milesapplied 1,510

Paul, (which is said to taken as fair examplefrom be aSt.
itthe would aprinciple), produceto illustratemerely

to onSpokanefrom St. Paul first-class merchandiserate
$1.79of cwt. The Interstateper Commerce Commission

in rate fixed the onSpokanethe case reasonable rate
from St. Paul to $2.50first-class merchandise ofSpokane

per Maintaining this rate and incwt. the state schedule
at the same time thenecessarilyMinnesota involves

haulagemile theraising per chargeof the after Minnesota
orcrossed, chargestate line has been the of a higher rate

for mileagewithin its ofproportionMinnesota long-haul
interstate business than for local tobusiness the State
which carried under andcondition's,is the same ishence

unjustfound to result in discrimination in fact against
localities west of the Minnesota line.

VII. For twenty-fivemore than theyears Northern
Pacific has maintained anCompany equal basis of rates
on itsmerchandise eastern and western termi-between
nal's and Butte, Montana, and itsrespectively between
eastern terminals- respectivelyand western and localities

them andintermediate between Butte. Other railroads
reaching Butte have the same timeduring maintained like
rates to Butte from Sioux andCity, Omaha, St. Joseph

City east,Kansas on the and from San Francisco, Sacra-
Angelesmento and Los on the west. Butte has been theas

hub of a wheel spokes representingwith toequal rates
itIndustries,these various cities. is havesaid, been born

ingrown upon this parityand have reliance of rates.
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pointsIntermediate have had rates infixed proportion to
carriers,the Butte rates. Competition of'markets ofand

lias brought this about. The Northern Pacific Company
cannot maintain the state rates between its eastern termi-
nals and Moorhead and at the same time its interstate

■rates from its eastern terminals to Butte without sub-
stantial discrimination in fa'ct against Bútte or localities
intermediate between its eastern terminals and Butte.
If it lowers its rates its eastern terminals to Buttefrom
and intermediate stations to such an extent as to obviate

-this itdiscrimination, must,- to preserve the relation which
has always toexisted, lower a like extent its fromrates its
western terminals to Butte and intermediate stations.
Consequently, it is found that if the Northern Pacific
Company maintains the commission-made rates between
its eastern terminals and Moorhead it must "either sub-
stantially in fact or destroy the- generaldiscriminate

of ratesrelation which has for manyexisted inyears the
•-territory between the Missouri River theand Pacific

Coast.
VIII. Prior' to the taking effect of of Septem-the order

6, 1906,.ber the Great Northern and Northern Pacific
Companies had jointestablished inthrough rates connec-
tion with other carriers from all localities oreast south of

toMinnesota all inpoints Minnesota west St. Paulof
Minneapolis.and After the prescribedrates by'this order

sum ofinstalled,were the the locals on St. Paul from all
localities south and east of Minnesota inpointsto Min-

of St. Paulnesota west and Minneapolis, was substantially
less than the then existing interstate for the throughrates

such points.haul.to western To avoid the dis-resulting
crimination in offavor St. Paul, the companies withdrew

existingthe rates andinterstate established a new tariff
•than,higherno the sum of the locals on St. Paul.

IN. Further illustrations givenare of inequalities re-
fromsulting the reduced Minnesota rates as compared
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under similar conditionstransportationfor likewith rates
as, for from Moorheadexample,States,into adjoining

into Northwesterly.andpointsto Minnesotaeasterly
produced in applicationalso theDakota, and of the effects

of the in the dis-differencerates byof the state reason
the is reached onSt”. which state linefrom Paul attances

lines. As the schedule ofhauls differentsimilar over
a fixed relation between6, prescribesSeptember 1906,

and the con-classes,differentfor different distancesrates
Minnesota,if must be adhered to inis that ruleclusion the

offrom Substantiallyit because thedepartedcannot be
ora line at one distance anotherintervention of state

indiscrimination fact. .involving unjustwithout
while,that after the order ofIt is found further

both theeffective,became GreatSeptember 6, 1906,
Pacific Companies reducedand theNorthern Northern

already therates, mentioned,as re-certain interstate
as discrim-was not such extent to remedy,theduction to

thatfact inresulting gen-from the most cases theination
of Minnesota was substantiallyeral basis rates within

in North or uponthan that Dakotalower maintained
line.crossingtraffic the state

X. conditions ofThe in the interstate andsimilarity
found alsotransportation respectintrastate is with to

ratesthe commodities for which were prescribed by
(c. mainact of 1907 linesApril 18, 232).the The

ofbranches Northern Pacific and Greatand the Northern
Dakota,within Minnesota and North withCompanies

grainof limited lie withinexception tracts,the certain
fromgrain shippedand .is in substantialfields, quantities

to Minneapolisinnearly Duluth,all stations these fields
coal theoriginateof at headSuperior. Shipmentsand

orDuluth findis, at Superiorof the Lakes —that —and
localities, companiesdestination served thebytheir at all

ShipmentsMinnesota and North Dakota. ofin eastern
Falls and otherCloquet, Littleoriginate Duluth,lumber at
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toMinnesota, points throughoutand are destinedinplaces
of stockShipmentsNorth Dakota. liveandMinnesota

Minnesota, Dakota and eastern Mon-in Southare made
or Chicago.to St. Paul So far as theSouthgoandtana

itare matterstransportation concerned, not,ofconditions
whether themoving eastwardly, ship-commoditiesas to

Dakota orMontana,in Minnesotamade North.ment is
or in Wisconsin,ends in Minnesotatransportationor the

moving westwardly, whether theas to commoditiesand,
or from Superiorfrom Minnesota pointsareshipments

in infind Minnesota orthey their destinationor whether
is that to maintain theThe conclusionDakota.North

Min-transportation whollyfor withinratescommodity
inrates nowwith the interstatesimultaneouslynesota

woulddiscrimination andunjustinvolvewouldforce
of companies,the business theinterstateimpairseriously

to theit would be reduce basisnecessaryto avoid which
a with thatparityrates to substantialof interstatethe

stated if thestate law.' It is also thatthebyprescribed
ofthe 1907 should be-chapter 232 of. Lawsbyfixedrates

ofeffective, shipments wheat,the on withratecome
from in Minnesotapointsnfilling-in-transit privileges,

re-automaticallyto beChicago, wouldMinneapolisvia
Min-that rates betweenunless all interstateduced and

millinterior towns withChicagoand vianesota points
reduced,correspondinglybeshouldprivilegessimilar

a overadvantagehave substantialwouldMinneapolis
interstate rates.insuch towns its

the rate1907, fixingthe act of of two centsXI. Prior to
12passengers (of yearsof rates formile,a the basisgeneral

over) pointstwo on the Northernanyof or betweenage
yearsfor three cents a mile.Pacific had somebeensystem,

ofhad the suminstalled,state rate been theAlter the new
andpointsMoorhead and other Minnesotalocals between
thethereof less thanwesterlyand waspointsMoorhead

passengerinterstate rates. Thethen-existing through
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effect May 1,act took and in first month1907,fare the
the revenue from on thepassengersthereafter Northern

linePacific between Moorhead and other Minnesota
cent,perincreased 647points over that of the corre-

of the preceding eliminatingmonthsponding year, while,
business, fromMoorhead the revenue businesspassenger

twowithin the State decreased cent. Inper June, 1907,
month,the second there were sold the Northern Pacificby

tickets4,037 St. orCompany, Minneapolis,between Paul
hand,, oron one and Moorhead onthe East Grand Forks

comparedasother,the with 172 such in theonly tickets
ofcorresponding year 1907,month andbefore; June,the in

sold 173 tickets Paul Min-onlythere were between St. or
áñd Forks and Fargo,Grand withneapolis, comparedas

in correspondingsuch tickets the month of previousthe984
and June, 1906,In cashyear. May only one full fare was

on a train fromcollected Moorhead to St. Paul Min-or
In inthose-monthsneapolis. 1,1681907 there cashwere

and Hence,full fares -82 cash half fares so itcollected. is
necessary, andsaid, the immediate direct effect of the

to thedeprivelaw was Northern Pacific ofCompany a
of itssubstantial amount interstate passenger business

through Moorhead.
•Notwithstanding the withfacility which interstate

couldpassengers avoid the discrimination against them
making two contractsby with the it is foundcompany,

that discrimination in fact still againstexisted inter-the
state passenger who for aapplying didthrough ticket
not know that the sum of the locals on Moorhead lesswas

with,than through rate, againstthe passengerthe a trunk
could not check throughhe unless on a throughvfiiich

ticket, passenger whoagainst-aand was tocompelled use
sleepinga The Northern Pacificcar. Company shortly

byremedied this discrimination itsreducing all interstate
passengerfares for transportation through Moorhead lo

oyergreateran amount no than the sum of the locals
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hadthis reduction Wisconsin fixedMoorhead. Before
mile,fare at two cents a andmaximum passengerthe

mile. Theat cents aNorth Dakota two and one-half
the Pacific Com-byestablished Northernrates thereafter

and inPaul, example,St. for Northpany pointsbetween
Northern Pacific Com-and thebeyond, byDakota and

for be-companies transportationwith otherpany jointly
theof Minnesota and onpoints pointstween easterly

generalin than thePacific,line of Northern were lessthe
cent mile forperrates one theby approximatelyprevious

in and one-half centmileage Minnesota, byWisconsin and
in Itmileagemile for the North Dakota. is concludedper

unjustreductions were tocompelledthat these avoid
mightand in order that the companiesdiscrimination

transact interstate business and withoutpassenger freely
ofimpairment volume.
added ofThere are various calculationshypothetical

ifthe losses which would have been sustained the basis
theby state acts and orders had beenprescribed applied

the and into interstate "business to local business other
shall occasion later to to theWe have refer actualStates.

duringresults of the business of the railroad companies
the acts (withthe time that rates fixed the and ordersby

rates)the of the were in andexception commodity force,
theuponto the effect revenue which the of com-adoption

rates would had.modity have
The asforegoing findings, by Master,stated the were

the orregardmade “without to otherwise in factjustness
of interstate rates so such local rates.”byaffectedthe

ofThe determination the reasonableness of the interstate
therates not deemed to be the ofprovincewas within

court.

theThe the correctness ofdo not concedeappellants
findings scope and, upon qualifications.in their full insist

that thefindingthat the evidence thedeny justifiedThey
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companies is,had maintained “an thatequable?, relatively
fair of topriorbasis the acts and inrates” orders question.
The general comprehensiveor ofsystem interdependent

rates,and ea'ch so adjustedrelated to thefairly equitably
changeothers that local must ofany necessity throw the

balance, iswhole out of declared to inonly imagina-exist
constructed, disregardtion —to be a fiction in of the facts

of withoutrate-making and attention to inconsist-.the
theencies shown schedules which had inby been force.

The actual in rates,reductions which followedinterstate
of isupon adoption tariffs, made,the the state were it

in voluntarilyurged, companiesrates established theby
hadwhich not been tothemselves declared be reasonable

by and incompetent authority any case furnish no stand-
ard of of inby validitywhich the the action the State,
the control of its internal affairs, judged.should be The
appellants that the local insay rates Minnesota were
incongruous inunreasonable; frequent changesand that
the shippérsinterest of been throughfavored had made
the filing of temporary practiceintrastate tariffs until the
was stopped forbiddinga ofby (Chapter 176)statute 1905
changes without the consent of the thatCommission; with
respect grain stock,to and live principal agriculturalthe
products of the maintained anState, companiesthe
“inharmonious of andjumble arbitrary rates;” that the
acts and designedorders in were to in-correctquestion
equalities in tothe intrastate tariffs and prescribe charges
which, upon thorough andinvestigation publicafter

which,hearings in the companies participated, were found
to be and were broughtreasonable into suitable relation
with each means ofother a scientific And it isby plan.
denied that discrimination asunjust against localities
without predicatedthe can be .ofState the establishment
of rates.reasonable state

It is also that prescribedinsisted the freightintrastate
rates inwere not lowergeneral than the existing interstate
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to trafficlong-distanceis made therates. Reference
propor­it moved within the State onwhich, said,is was

the localof rates which were much belowlong-haultionals
It is out that thepointedrates fixed the State. Masterby

the ratesfound, in whetherpassing upon questionthe
de­that the which wasgrosswere revenueconfiscatory,

the fiscalfreight duringrived from the intrastate business
the inyear 30, 1908, (whenJune all ratesending question

rates), perforce save the commodity was-greaterwere in
from thethat in the same periodton-mile than derived

State,the in ofbeinginterstate business within the case
1of toCompanythe Pacific in the ratio 1.4387Northern

Companyin that of the Great Northern of 2.02894and
argu­1. also contest the of theappellants validityto The

on extension the statehypothetical beyondment based an
of for additional distanceprogression”line of the “rate

refer­solelyState withprescribed bywhich had been the
oftraffic, and illustrationsto internal submittheyence
abycontend be showntheywhich wouldincongruities

byof of disclosedprogressionsimilar extension the rate
itcompanies. Again,tariffs ofthe former intrastate the
tothat extent of the attributableis the reductionsurged
byproperlythe fare law not be estimatedmaytwo-cent

of threeformer ratewith thecomparisona maximum
in force than therates had been lesscents a mile. Various

toFor the two-centyears priormaximum theallowed. six
for intra­per mileaverage per passengerthe ratefare law

the Northern Pacificin onMinnesota,state transportation
in 1901 to centsfrom 2.435ranged centsline, had 2.299

in and1907;1cents1906,in and 2.197in 2.406 cents1905,
perrate per passengertime averagesame theduring the

in Minnesota variedtransportationfor interstatemile
centsin 1905, 1.949cents in 2.027 cents1901,from 2.075

endingin In the fiscal yearand cents 1907.11906,in 1.981
1 yearin fiscalfor two of theThe fare law was force monthstwo-cent

30, 1907.ending June
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1908, with two-cent30, force,June the fare Taw in the
inaverage passenger per mile Minnesota wasperrate

and1.930 cents for intrastate 1.928 cents for interstate
carriage.

■It is that the fixed forconceded, however, schedules'
transportation “necessarily disturbed the equili-intrastate

thebetween rates on the twoexistingbrium theretofore
■ (state interstate)and “onclasses of business” the bound-

appliesThis to the and fromlines.” rates to the citiesary,
ofon sides the Red River ofopposite North,situated the

the Minnesota Northboundary Dakota,andbetween
from Duluth and onand to and the easternSuperior

of broughtThe reduction the state ratesboundary.
rates,of thethem below the level interstate in those in-

in which both had on-formerlystances been amaintained
also,So whatever be said as to non-parity. may the

>general or comprehensiveof a ofsystemexistence equita-
rates, it isádjusted clear that there arebly competitive
by the line of Minnesotaareas crossed state and that the

existingaltered therequirementsState’s relation- between
to placesrates as withinstate .and interstate these zones

notof and as tocompetition merely the cities on the bound-
of the State.ary .

is not topeculiarThe situation Minnesota. The same
has presented bybeen the nowquestion appeals, before

thecourt, which involve ofthe intrastate tariffsvalidity
Dif-by Missouri, Arkansas, Kentuckyfixed and Oregon.

ferences in factsparticular appear, but bethey cannot
controlling.as Aregarded scheme of state framedrates

to avoid discrimination between localities within the
State, and to anprovide harmonious for intrastatesystem
transportation- throughout the State, would em-naturally
brace' within theplacesthose State which are on or near

and,State’s boundaries;the when are in athese included
reduction of intrastategeneral rates, is, course,there aof
inchaiige the relation"of rates as theretofore toexisting
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Kansaspoints adjacent to, across,but the state line.
Louis,and East St.Kansas, City, Missouri;KansasCity,

Nebraska; andIllinois, Missouri;and St. Louis, Omaha,
Bluffs, Cincinnati, Ohio, CovingtonCouncil andIowa;

through-manyand and otherNewport, placesKentucky;
sub-out which becountry might mentioned, presentthe
withappearingthe same conditions as those herestantially

Itlocalities on the boundaries of Minnesota.torespect
knowledge■is of that competitionalso a matter common

ofpartof lines and intakes but little state everyaccount
embrace in differentcompetitive pointsthe land districts

States.
controversy,of the of theappreciation gravityWith
1of have filedeightCommissioners Statesthe Kailroad

statingtheir brief as amici in of thecurice, support appeals,
if thethat, accepted,the doctrine of the court below were

transpor-forregulation the States of rates intrastateby
. thatTheytation destroyed. saywould.be practically

no of traffic between twopractically“there is movement
competitiona not intotowns within State that does come

“ifwith some interstate and that the disturbancehaul,”
andexisting- competitiveof the relation statebetween
cancriterion,rates is the correct no reductioninterstate

inbe made state without with interstateinterferingrates
The toStates,commerce.” of three pursuantGovernors

of a of all theresolution conference of the Governorsa.
theircourt,have also leave of theStates, presented, by

in defense Minnesota.argument of takenpositionthe by
ofdo not seek “to belittle the effect of the actionThey

namedMinnesota on the business between the places”
in but if thefindings, principlethe are convinced thatthey

the madeby upheld,announced Court is it can beCircuit
to everyfactsapply virtuallya of similar inby showing

“thetheirInsisting power,State. under reservedthat,
1 Oklahoma,Iowa,Nebraska, Dakota, Dakota,Kansas, NorthSouth

Missouri and Texas.
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regulateto their own isof the States commerce asright
Congressthat of to regulatebroad as interstateclear and

the decisioncommerce,” below, uponassail not thethey
sets forth inground incorrectlythat Minne-it conditions

States, but for whatadjoining consider totheysota and be
of ofdisregard .provisionsthe Con-“its the Federalplain

the relationsstitution, which establish between the Nation
ofoperation“The provisions,”and the States.” these

not depend“was made to onmaintain,they geography or.
' incompetition. Theyor cannot oneconvenience apply

another, accordingin toand not circumstances asState
courts,bybe found the because aremay they vitalthey

verywhich constitute the of ourprinciples structure dual
government.”form of

thus arises fromcontroversy opposing conceptionsThe
law, scopeof and of the effectthe and offundamental

fromlegislation, rather than differences withFederal
to facts.respect the salient

of thepurpose present inquiry,For the rates fixedthe
State must be assumed to beby the reasonable rates so

concerned;far intrastate traffic is that theyas mustis, be
State,to be which the intaken rates of itsthe exercise

couldlegislative judgment, forfix intra­constitutionally
transportationstate separately considered. If the state

not ofrates are this to dealt withquestion becharacter —a
:they be in any event;cannot sustained but, as­later —

valid,them to be otherwise thesuming withbelow,decree
to therespect present branch of the case, rests twoupon

grounds: (1) That the action of the State a directimposes
uponburden interstate andcommerce; (2) that it is in

conflict with ofprovisionsthe Act tothe Com­Regulate
merce.

groundsThese are distinct. If a state enactment im-
a direct uponburden commerce,interstate itposes must

fall ofregardless legislation.-Federal The ofpoint such
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objection Congressis not that has but thatacted,an the
State has that in thedirectly restrained which absence of

be the acts ofregulationFederal should free. If Min-
directnesota constitute a burden interstate com-upon

merce, regardwould invalid tothey be thewithout exer-.
of authority touchingcise Federal interstate ratesthe
to Onsaid be affected. the other if the inhand, State, the

legislation,absence of Federal would have had the power
prescribeto here assailed,the rates remainsquestionthe

its action is void as beingwhether torepugnant the statute
has enacted.Congresswhich

Prior to the ofpassage the Act to Regulate Commerce,
fixed theircarriers interstate rates frotnfree the actual

control;of andexertion Federal under that act, as it
untilstood of 29, 1906,the amendment June 34 Stat. 584,

3591,c. the Interstate Commerce Commission had no
power to rates.prescribe-interstate Interstate Commerce

O. & T.Commission P. Ry. Co.,v. N. 167C., U. S. 479,
however, hadStates, long511. The exercised the power

to establish rates formaximum intrastate transportation.
this frompower, action,Was Federalapart, subject to

the that thelimitation State could not fix rates,intrastate
such, generallyreasonable as thethroughput State, but

as and inonly placesto such such that thecircumstances
ofinterstate business the carriers not bewould thereby

is,affected? That was the State debarred from fixing
on traffic,reasonable rates as to allwholly internal, state

so situated that as apoints practical consequence the
to theywould have reduce the rates hadcarriers made to

incompeting points State,without the order to maintain
the.volume of their or tointerstate business continue

orthe of rates the relationparity' rates as itbetween
had inexisted? Was thepreviously State, aprescribing
general tariff of reasonable ratesintrastate otherwise
within its boundauthority gonot to below a minimum
standard byestablished the interstate rates made theby.
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districts? Ifcompetitive the state power,withincarriers
legislation,Federal is thus limited,of theindependently

no further. itproceedneed Otherwise must beinquiry'
Congress has so acted as towhether createdetermined

upon the state authorityrestriction theretoforeasuch
existing.

principles governing thegeneralThe exercise of(1.)
interstate commerce isauthority when affected arestate

ofpower Congress regulateThe to com-well established.
supremeseveral States is and plenary.theamongmerce

itself, mayin be exercised to its utmost“completeIt is
noacknowledges limitations other than areandextent,

Gibbonsthe Constitution.” v. 9Ogden,inprescribed
conviction of its necessity sprangThe196.1,Wheat.

experiences under the Confederationdisastrousfrom the
discriminatory againstin measuresviedthe Stateswhen

evils, grantto end these the inIn order theother.each
anupon Congress at allauthorityconferredConstitution

the freedom of interstate com-to secureadequatetimes
control and to providefrom stateintercoursemercial

of that intercourse as the nationalregulationeffective
The words the several“amongdemand.mayinterest

between the concernscommerce whichdistinguishStates”
one and that which is confinedthan commerceStatesmore

does not affect other States. “Thewithjn andStateone
of the whole saidgovernment,”and charactergenius

Marshall, be,“seem to that its action is toJusticeChief
nation,external concerns of the andall thetoappliedbe

tp the States gen-concerns which affectinternalthose
are withincompletelyto those which abut noterally;

do not other andStates,which affectState,particular
to for theit interfere, purposeis not necessarywith which

ofgeneral govern-the theexecuting some of powersof
ofinternal commerce acompletely State,Thement.

as reserved for thebe considered itself.”Statemaythen,
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manifestlyto the195.) This reservation States{Id., p.
notwith andwhich is consistentauthorityis of thatonly

inno roomto There isgrant Congress.to theopposed
for assertion of stategovernment powerour of thescheme

power.in of Federalto the authorized exercisehostility
to of inter-Congress every partThe of extendsauthority

orinstrumentality .agencystate and tocommerce, every
on; by Congresswhich it is carried and the full controlby

is not to beof the committed to itssubjects regulation
andof interstateby comminglingdenied or thwarted the

to that the Nationoperations. sayintrastate This is not
State, such,deal with the concerns of the asmay internal

but that thé of its constitutionalby Congressexecution
isto commerce not limitedpower regulate byinterstate

maythe fact that intrastate transactions have become so
ofinterwoven therewith that the effective government

Thisthe the latter. conclu-incidentallyformer controls
sion from of the nationalnecessarily supremacyresults the

Mary­within its McCulloch v.power appointed sphere.
Daniel426; Ball,4 The 10 Wall.land, 316, 405,Wheat.

Alabama, 465, 473;v. 124 S. Baltimore557, 565; Smith U.
221Commission,Interstate Commerce& Ohio R. R. Co. v.

States,618, 619; RailwaySouthern Co. v. United612,U. S.
H. & H.26, 27; Y.,Mondou N. R. R.20,222 U. S. v. N.

47,Co., 1, 54,223 U. S. 55.
force, is,in its own thatgrantThe the Constitution of

im-action the essentialby Congress,without established
of intercourse from themunity interstate commercial

to subjectsof the thoserespectdirect control States with
the are of such a naturegrantembraced within which as

regulationif their shouldthat, regulated all,to demand at
a It. hassingle repeatedlybe prescribed by authority.

subjectsthis court to thosebeen declared that as whichby
or of regulationa thegeneral system uniformityrequire

In otherpower Congress matters,of is exclusive. admit-
according specialtreatment toting diversityof of the
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local conditions,of the States actmay withinrequirements
until fitrespective jurisdictions Congress act;their sees to

doesCongress act, authoritythe exercise of itsand, when
conflicting legislation.state BoardCooleyoverrides all v.

How. 299,12 319; parteExWardens, McNiel, 13 Wall.of
275,v. 91 U. S.236, 240; 280; CountyWelton Missouri of

102 U. S.Kimball, 691, 697;v. Gloucester Co.FerryMobile
114 U. S.Pennsylvania, 196, 204; ChicagoBowman v.v.
125 U. S.Co., 465, 481, 485; ColoradoRailway Gulf,&c.

104;Co. v. U. S. 98, 103,Fe 158Ry. Hefley,& Santa
Co. v. 222Ry. Washington, 370,U. S.Northern Pacific

222 424,Co. v. S. 436.378; Ry. Reid,Southern U.
thiswhich determines un-principle, classification,The

thatdoctrine the States under anyderlies the cannot
direct burdens interstateimpose upon commerce.guise

hold that areto the States not permittedthis is butFor
or thatto restrain which from itsregulate naturedirectly

control of the onethe and beauthoritybe undershould
save, it is governedas in the mannerfrom restrictionfree

legislature constitutionally ordains.thethat national
cannot interstate commerce,tax eitherThus, the State?

businessupon’tax the which "constitutestheby laying
of engagingor the in orprivilege it, uponsuch commerce

it (Statederived from Taxsuch, Freightasreceipts,the
District,Robbins v. 120232; Shelby TaxingCase, 15 Wall.

MailPhiladelphia & Southern S. S. Co. v.489;U. S.
122 127Leloup Mobile,U. S. v. U. S.326;Pennsylvania,

Brennan v.California, 136 U. S. 104;McCall v.640;
&289; Harrisburg SanTitusville, Galveston,U. S.153

217; WesternTexas,Co. v. 210 U. S.RailwayAntonio
PullmanKansas, U. S. Co.1;Co. v. 216TelegraphUnion

&Wells, Fargo Co.,v. 2231, 56; MeyerS.Kansas, U.v. 216
227 S. órArkansas, 389); upon298; Crenshaw v. U.S.U.

in transit in interstateor commercepropertypersons
Nevada,v.Cases, 283;7 How. Crandall 6 Wall.(Passenger

CoeCase, 281; v. 116supra, p. Errol,TaxFreightState35;
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Rhoads, Bacon517; 1;v. 188 U. S. v.Kelley Illinois,U. S.
227 S. 504).U.

prohibittohave no interstate inThey power trade
v.(Bowmanof commercelegitimate articles &c.Chicago

v. S.Co., Leisy Hardin, 135 U.Railway supra; 100; Vance
1),(No. 438;v. 170 U. S. SchollenbergerVandercook Co.

1;S. v. KansasPennsylvania,v. 171 U. Oklahoma Natural
L.221 & R. R. Co. v.Co., 229; BrewingGas S. N. CookU.

Co., 70); against products223 U. S. or to discriminate the
12(Ward Maryland, 418;v. Wall. v.of other States Welton

supra; Hannibal & St. R. R. Co. v.Missouri, Husen,J. 95
Baltimore, 434;100 S.465; Guy WallingU. S. v. U. v.

Minnesota v. S.446; Barber,116 S. 136 U.Michigan, U.
Brimmer 138 Darnell v.313; Rebman, 78;v. U. S. Memphis,

the limits of113);208 U. S. or to exclude from the State
in interstatecorporations engagedor others commerce or

itcarrytheir to onby right (Crutcherto fetter conditions
Western UnionKentucky, 47;v. 141 U. Co.TelegraphS.

Kansas,PullmanKansas,v. Co. v. Inter­supra; supra;
Text v. Pigg, 91;Book Co. 217 U. S. Buck Stovenational

205);S. to prescribev. 226 U. or toVickers,Co. the rates
forcharged transportation from one State to another,be

insubject operationsto the carriersor of the course of
to that aretransportation requirementssuch unreasonable

bounds localbeyondor the of suitablepass protection
&c. Co. 118 U. S.(Wabash Railway Illinois, 557, 577;v.

154Bridge Kentucky,&c. Co. v. U.Covington 204;S.
Eubank,Louisville & R. R. U.Nashville Co. v. 184 S.

Co.,v. Kansas27; Hanley City Ry. 187 U. S. 617;Southern
225Worthington,Ohio v. 101;R. R. Commission U. S.of

R. R. Tram Co.,Texas & Co. v. Sabine 227 U. S.N. O.
488;v. 95 U.DeCuir, 485,Hall S. C. &111; Cleveland, C.,

L. v. 177 U. S.Illinois, 514;St. Co. HoustonRailway
S.Mayes, 321;& T. R. 210 U. v.C. R. Co. v. McNeill

Co., 543;202 U. R. R.Railway MississippiSouthern S.
Co.,R. 335;Commission Illinois Cent R.v. 203 U. S.

coxxx—-26vol.
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v.Atlantic Coast Line Wharton, 328;207 U. S. St. Louis
v.Co. 217Ry. Arkansas,Southwestern U. S. Herndon136;

v. R. I. & R. Co.,Pac. R. 218 U. S. R.C., 135; Yazoo &c. R.
Grocery Co.,Co. Greenwood 227 1).v. U. S.

But within these limitations there remainsnecessarily
Congressto untilStates, acts,the a forrangewide the
ofpermissible powerexercise to their terri-appropriate

torial jurisdiction although interstate maycommerce be
toIt those matters of aaffected. extends local nature as

it toimpossibleto which is derive from the constitutional
thatgrant they go pend-an intention should uncontrolled

Thus,ing subjectsFederal intervention. there are certain
most andthe obvious direct relation to interstatehaving

commerce, nevertheless,which with the ofacquiescence
controlled state legislationhave been fromCongress, by

of the Government because ofthe foundation the necessity
unregulatednot remain andtheythat should that their
toadapted varyingshould be localregulation exigencies;

of inregulation by Congressthe absence suchhence,
has not that there should no restric-importedmatters be

thetion rather that States should to supplybut continue
Congress supersederules until should decide tothe needed

Further, it is for acompetent governthem. State to its
tocommerce, provide local improvements,internal to

regulate facilities,and local to adopt protectivecreate
ofof a reasonable in the interestmeasures character the

morals and ofsafety, people, althoughwelfare itshealth,
may orincidentally indirectlyinterstate commerce be

of isgovernment practicalOur a ad-systeminvolved.
Nationaljustment authoritywhich as conferredby bythe

fullthe Constitution is maintained in its withoutscope
subjectof local Whereunnecessary efficiency.loss- the

from itspeculiarly concern,is one of local and nature be-
the whichlongs appropriatelyto class with the State deals

local itmaking provision needs,in forreasonable cannot
the will ofas left to unrestrainedregardedbe individuals
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suchalthough maynot it haveacted,has.Congressbecause
Commerce as to be within the reachtorelation interstatea

case, CongressIn such must be thepower.of the Federal
Federal action. Its paramountof ofjudge necessitythe
it to at its discretioninterveneenablesauthority always

of that whichgovernmenteffectivethe andfqr complete
for this andcare, and,to its purposehas committedbeen

of need,to a nationalto in convictionextent, responsethis
laws of itssubstitutinglocal own. Thebyto lawsdisplace

of our constitutional has thusworkingsuccessful system
made possible.been

leading Immediatelyillustrations be noted.mayThe
Constitution, recog­ofadoption Congressthe theupon

pilot-­of local action with torespectnized the propriety
navigation.of the local of Act ofage, in view necessities

17, 1789, 4; 58, 54; Cooleyc. Stat. v. BoardAugust 9, §
It was beforeWardens, supra. sixty years provisionof

(act August 30,of was made ofpilotsfor licenseFederal
and then106; 61), port pilots10 Stat. even were1852, c.

2Mail Co.Steamship Joliffe,not included. v.Pacific
And has fullCongress power459. while over450,Wall.
to a hassubject prescribed rules,the and certain extent

it to the oflarge subject regulationis in a measure thestill
Co.,S. S. U. S.Anderson v. Coast 225 187.States. Pacific

tocoasts, improveis entitled to its itsprotectA State
constructand and to dams andharbors, bays streams,

its limits,rivers withinnavigableacross unlessbridges
Congress..conflict with act of in thePlainly,there is some

with theof dams and accustomedbridges,case interference
thisButnavigationof result. exercise of theright may

improvementsto notpower provide local hasimportant
directas a burdenconstituting uponbeen suchregarded
toas beinterchange repugnantor of traffic tointercourse

in its dormant state. v.the Federal authority Willson
245;2Co.,Blackbird Pet. Gilman v.Creek Marsh Philadel­

Pound 95 U. S.phia, 713; Turck, 459; County3 Wall. v. of
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Escanaba v. 107Chicago,Co.Kimball, supra;v.Mobile
Co., 205;S.v. American 113 U.Bridge678;U. S. Cardwell

v.Co.543, 547; BridgeWillamette119 U. S.Glover,Huse v.
& C. Co. v.Michigan Ry.Lake Shore1;S.125 U.Hatch,

410;Chicago,v. 188 U. S.Cummings365;165 S.Ohio, U.
S. in Gilman v.Thus,199 U. 473.v. Springs,Manigault

ofthe were the ownerscomplainantssupra,Philadelphia,
dock in theproperty Schuylkillandwharfa valuable

bridgeto the construction of apreventsoughtandRiver
Pennsyl­ofby legislatureauthorized thehad beenwhich

ap­ItPhiladelphia.East and Westconnectvania. to
would of vesselsbridge prevent passagethethat thepeared

uphad the riverformerly navigatedmasts whichhaving
wouldwharf, largelyand reduce thecomplainants’to the

The court affirmed the dis­theincome from property.
inthat the ofthe absenceupon groundof billmissal the
actingState was within itstheCongresslegislation by

thishave exercisedalways“The Statesauthority
“and from the nature729),(id., p.the courtsaidpower,”

mustofsystems government theythe twoand ofobjects
in allhowever,it, subject,to exercisecontinuealways

of wheneverCongress,authority-paramountto thecases,
sphereshall be exerted within thethe Statesofthe power

the Nation.”which topower belongscommercialof- the
v. theChicago, supra, questionCo.in EscanabaAgain,

acting underCity Chicago,of the ofpowerto therelated
closingthe ofState, regulatethe toofthe authority
The courtthe River.Chicagoin overbridgesdraws the

must . .its branches .River andChicagosaid: “The
States,waters tbe overUnitednavigablebe deemed of

exercisepower mayits commercialunderCongresswhich
preserve, andtonecessary protect,to the extentcontrol

haveBut States fullthenavigation.their freeimprove
matters of internaltheir limitsregulateto withinpower

whatever willdesignation,including generalin thatpolice,
convenience, andcomfort, prosperitythe peace,promote
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thepowerThis embraces construction ofpeople.of their
of ferries,establishmentroads, canals, bridges,and and the

more thewiselyand it can be exercisedgenerally by
. . itsa distant . Whenby authority.States than

(the ob­State’s) power as toexercised, unnecessarilyis so
the branches, Congressstruct the of river or itsnavigation

... . Butthe obstruction.may interfere and remove
the of the Statesubject, poweruntil acts on theCongress
streams isnavigable plenary.”acrossbridgesover its

683.)(Id., p.
tonnagethe not a onimpose dutyWhile State may
TonnageCo. v. StatePortwardens, 31;6 Wall.(Steamship

12 12212; Orleans,Tax Cannon v. NewCases, 204,Wall.
chargesit and exact577), regulate wharfagemayWall.

itsfor of artificial underprovidedtolls the use facilities
control,is one under whereauthority. subjectThe state

although the isacted, payment requiredhas notCongress
Keo­or commerce.foreignof those in interstateengaged

Keokuk, 80;v. 95 S. Cincinnati &c.kuk Packet Co. U.
& O.559;U. S.Catlettsburg, ParkersburgPacket Co. v. 105

107 U. S. Huse691;v. Parkersburg,R. Co.Transportation
121Aiken,Packet Co. v. U. S.Glover, Ouachitasupra;v.

Co., 123 U. S.River444; ImprovementSands v. Manistee
Parkersburg, supra,Co. v.288, TransportationIri295.

prescrib­that cityit ofhad before an ordinancethe court
discharging or-receivingof on vesselsing wharfagerates

the A trans­tobelonging city.atfreight public landings
betweenplyingsteamerscompany havingportation

wharfagethat thecomplainedand CincinnatiPittsburg
held that the reason­exorbitant. The courtwascharge

one forbeing wharfage,itcharge, simplyof theableness
regulationlaw. “Thedetermined the statebywas to be

instance,and in the firstfacie,belongs primaof wharves
Congressbe assumedonly byand wouldStates,to the

theis withincompatiblebyits the Stateswhen exércise
in Ouachitap. 703.) Again,(Id.,of commerce.”interests



406 TERM,OCTOBER 1912.

Opinion of the Court. 230 U. S.

Packet v. Aiken, supra,Co. where the owners of steam­
interstateboats in commerce onengaged the Mississippi
ofRiver atwharfage ratescomplained New Orleans as

excessive,and and inunreasonable effect “a direct duty,
burden,or upon commerce,” the court, overruling the

that thecontention, held case was “clearly within the
ofprinciples the former decisions of this court, which

aright State,affirm of in the regulationthe absence of by
toCongress, establish, manage and oncarry works and

of a localimprovements character, though necessarily
more or affectingless interstate and foreign commerce.”
(Id., 447.)p.

Quarantine are essentialregulations measures of protec-
are totion which the States free when doadopt not.they
Federalcome into conflict with action. In ofview the need

conformingof measures to local conditions,such Congress
from has been tobeginningthe content leave the matter
for the vastpart, notwithstandingmost its toimportance,

and has repeatedlythe in the enforce-acquiescedStates
(Actofment state of February 25, 1799, XII,laws. c.

1 619, §4797;R. ActS., 29, 1878, 66,Stat. of c. 20April
February 15,Stat. Act of 2737; 1893, 114, 449.)c. Stat.

operatelaws undoubtedlySuch interstate andupon
couldforeign Theycommerce. not be effective otherwise.

cannot, course,of madeThey be the cover for discrimina­
arbitraryand enactments havingtions no reasonable

(Hannibal &relation health St. J.to Railroad Co. v.
465, 472,Husen, 473);95 U. S. but ofthe thepower

to thesteps preventState to take introduction spreador
of andalthough interstatedisease, foreign commerce are

(subject Congressto paramountinvolved the ofauthority
if it decides assume control), beyondto is question.

S.Morgan’s Louisana, 455;&c. Co.v. U. Missouri,S. 118 S.
Ry.Kansas & Texas v. Haber, 613;Co. 169 U. S. Louisi­

v. Texas, 1; Idaho,ana Rasmussen v. U.U. S. 181 S.176
&c. v. BoardCompagnie Francaise198; Health, 186of
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137, 138;Reid U. S. Asbell380; Colorado,U. S. v. 187 v.
In Compagnie209 U. S. 251. Francaise &c. v.Kansas,

itBoard the court had before theHealth, supra, quaran­of
pro­of Louisiana otherwhich, among things,tine law

“in itsmight discretion,vided the State Board of Health
ofprohibit any portionsthe introduction into infected the

or toState, acclimated, or unacclimated said bepersons
in introduction of suchjudgmentwhen its theimmune,

or of thepersons prevalencewould add to increase the
Supremedisease.” Court of the State, interpretingThe

the that it the Board to excludestatute,, empoweredheld
a contagiousfromhealthy persons a infested withlocality

ordisease, fromtheyor infectious whether came without
It wasobjected provisionwithin the was that thisState.

too and former of the court werebroad that the decisions
to diseasedrightbased of the excludeupon the States

subjects ofthings legitimateand which were notpersons
withsaying,law,The court sustained thecommerce.

‘ it be once observedargument:'to this But must atrespect
erroneously concluded bystates the doctrine asthat this

to,this referred theof court sincepreviouslythe decisions
fact cases andignores expresslythe that thoseproposition

lawshold that the health and quarantineunequivocally
to the Constitutionof not repugnantthe areseveral States

foreignaffect andalthough theyof the States,United
theyincommerce, many necessarilycasesdomestic as

Congressuntilin to efficacious,must do order be because
upon byitthe conferred theauthorityhas acted under

pro­lawsConstitution, quarantinesuch state health and
ducing legitimate interstate commerce aresuch effect on

is that,.inTrue itin conflict with the Constitution.not
argument, it heldof cases relied on in the wasthesome

introduction,absolutelylaw theprohibitingthat a state
withaffectedobjectsofcircumstances, actuallyunder all

objects legitimatewere notbecause suchwas validdisease,
topowerlimitation on theimpliesthis noButcommerce.
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regulatb subjectsthe ofby legitimatehealth laws com­
In words, power Congressmerce. other the exists until

acted, regulate byhas to health andincidentally quaran­
laws, interstate andalthough foreigntine even commerce

is toaffected, absolutely prohibitand the power addition­
thing prohibitedthe isally obtains where not commerce,

and in eitherhence not embraced or foreigninterstate
{Id., 391.)p.commerce.”

•lawsState and statutesinspection designed to safe­
of a fromguard the inhabitants State fraud and imposition

are valid reasonable in their requirementswhen and not in
rules,conflict with Federal although they may affect

ininterstate relationcommerce their to preparedarticles
for by includingorexport incidentally those.brought into
the and held for in originalState sale the imported' pack­
ages. 203;v. TurnerOgden,supra, p.Gibbons v. Maryland,

Massachusetts,107 38; PlumleyU. S. v. 155 U. 461;S.
Carolina,Guana Co. 171Patapsco v. North U. 357,S. 345,

358; v. And forSavage Jones, 225 U. S. 501. protectionthe
of its the of agame preservation valuable foodand supply,

may penalize possessionthe State the of game during
the whether obtainedclosed season within the State or

abroad. Silz v.from 211brought Hesterberg, U. 31.S.
carriers, in theInterstate absence of Federal statute

rule,a different areproviding answerable according to the
oflaw the State for nonfeasance or misfeasance within its

limits. &c.MilwaukeeChicago, Ry. Co. v. Solan, 169
133, 137; PennsylvaniaS. R.U. R. v.Co. 191Hughes,

v.477,U. Martin &491; PittsburgS. Lake Co.,Erie R. R.
203 294;U. S. Southern284, Co. v. Schuyler, 227Pacific

601,S.U. 613. Until the enactment of theby Congress
April 1908, 149;of 22, 65,act c. 35 Stat. the laws of the

liabilitydetermined theStates of byinterstate carriers
for injuriesrailroad received employéstheir whileby
in commerce, andengaged interstate this was because

toalthough empowered regulate-theCongress, subject,
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In some States the so-calledhad not acted thereon.
rule in it hadobtained; others, been-­fellow-servant
it in thisCongress, respectand remained forabrogated;

statute,and in in the to establishspecifiedother matters
Co.,R.Y.,uniform N. H. H. R.a rule. Mondou v. N. &

Vreeland, 227 U. S.Central R. R. Co.supra; Michigan v.
state59, So, Congress intervened,has not66, 67. where

bewrongfulfor deathproviding damages maystatutes
land carriers but alsoagainst againstenforced not only

commerceengagedthé of vessels in interstateowners
jurisdiction of thewrong occurs within thewhere the

AmericanAlling, 99,v. 93 U. S. 103. SeeState. Sherlock
Hamilton,The 207Chase, 522;Steamboat 16 Wall.Co. v.

matter,theonAnd, Congress legislatedU. S. 398. until
ason interstate as' wellliability for loss of property,

regulation.intrastate toshipments, subjectwas state
from all orexemptionSome contractbyStates allowed an

noa allowedpart of the common law othersliability;
lawsapplicableThese differences in theexemption.

transporta­respectcreated to interstatewithinequalities
ininherent itstion, exercised the powerbut each State

resultingfor theremedyandjurisdiction,territorial the
with free to substitutediversity lay Congress, which was

done in theits and was recentregulations;own this
20 to Commerce.Regulateamendment of of Actthe§

Adams29, 3591, 584; Express1906,Act of June c. 34 Stat.
It is within491, theCroninger,Co. v. 226 U. S. 500.

uponliensof a to create and enforcéStatecompetency
mari­contracts notfor undersuppliesvessels furnished

objectionis valid that theand it nonature,time in their
of a of anvoyagemay prosecutionlaw obstruct thestate

Winnebago, 205 U. S. 354.character. Theinterstate
todamagesliens for on landpropertyIt also createmay

Chicagoof Johnson vnegligence vessels.byoccasioned
222 U. S.West,Martin v.Co., 388;119 U. S.&c. Elevator

bemayin commerceinterstateemployed191. Cars
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under law,seized attachment state inby order to compel
the debts. Davis v.payment C.,of C.C., & St. L. Ry.

U. And theCo., legislation217 S. 157. of States,the
life andsafeguarding propertyand promoting comfort

•and within its jurisdiction,convenience may extend
operations ofincidentally to the carrierthe in the conduct

business,of providedinterstate it notdoes subject that
business to unreasonable demands and is not to.opposed

Smithlegislation. v. Alabama,Federal 124 U. 465;S.
163Hennington Georgia,v. U. S. N.299; Y., N. H. &

York,H. NewR. R. Co. 165 S. 628;v. U. Lake Shore &
Ohio,M. 173Ry.S. Co. v. U. S. 285; Missouri Pacific

211Mills, U.Ry. Co. Larabee S. 612;v. Missouri Pacific
216Ry. Kansas, U. S. 262. ItCo. v. has also been held

has the powerthat the to forbid theState consolidation of
corporationsrailroad with competingstate lines although

both be interstate carriers prohibitionandmay the may
far-reaching upona effecthave interstate commerce.

Great Northern Ry. Co.,Pearsall v. 161 U. 646,S. 677;
& R. R.Louisville Nashville Co. Kentucky,v. 161 U. S.
702.677, 701, See Northern Securities Co. v. United

States, 348,U. 382.197, 317,193 S.
it is manifest that when theAgain, legislation of the

to internalState is limited commerce to such degree that
it does include even incidentally subjectsnot the of in-

it iscommerce, notterstate rendered invalid because it
latterthe commercemay indirectly.affect In inti-the

muchrelations,of commercial that ismacy done in the
of local matterssuperintendence may have an indirect

bearing interstateupon commerce. developmentThe of
local andresources the extension of local mayfacilities

a effectvery importanthave upon communities less
favored and an appreciableto degree alter the course
of trade. The freedom of local maytrade stimulate inter-

commerce,state while measuresrestrictive within the
power of Stale enactedpolice exclusivelythe with re-
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distinguishedto as from- inter­spect business,internal
their or indirect influencetraffic, maystate in reflex

the of articles trans­diminish the latter and volumereduce
or an ofported objectioninto out of the It wasState.

Pearson,this sort that and in Kidd v.urgedwas overruled
the manu­1,128 U. to the law of Iowa prohibitingS.

forState,facture of within the saveliquorand sale
Connecticut,limited also Geer 161 U. S.purposes. See v.

343; Capitalv. 179 S.519, Tennessee,Austin U.534;
Ohio, 245;U. MissouriCity Dairy 238,Co. v. 183 S.

When, however,Ry. Kansas, supra.Co. v. thePacific
itsin with commerce undertakesdealingState internal

used in in­to instrumentalities which are alsoregulate
subject tocommerce, necessarilyits action is theterstate

in­control suchCongress authorityof its tobyexercise
for thenecessary purposefar as maystrumentalities so be

it function.enablingof to its constitutionaldischarge
Baltimore &Railway States, supra;v. UnitedSouthern Co.

Commission, supra.v. InterstateRailroad Co. CommerceOhio
of Chiefthe in the wordspower, then,Within state

ofis, legislation,“that massJustice Marshall immense
ofthe aeverything territory State,which embraces within

canto a all which begeneralnot surrendered government:
States themselves.advantageously by'themost exercised

oflaws, everyhealth lawsInspection quarantine laws,
thewell internaldescription, regulatingas as forlaws

respect turnpikeof a and those whichState,commerce
of thisferries, &c., mass. Noroads, component partsare

grantedis to Con­general power objectsover thesedirect
toand, subjectremain state'gress: consequently, they

If of the Union reachthe canlegislative powerlegislation.
it mustit must for be wherethem, purposes;be national

or isspecialgiven, purpose,is for aexpresslythe power
expressly given.”to issome whichclearly powerincidental

304.Ogden, supra, pp. 203,Gibbons v.
matters, under these estab-as to suchAnd, wherever
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Congresslished bemay act,entitled toprinciples, by
its to thepower complete governmentvirtue of secure of

commerce, the power,stateinterstate nevertheless con-
until. does act andCongresstinues its validby inter-

position limits the exercise of the local authority.

These to of(2) principles apply authoritythe the State
to reasonable maximumprescribe rates for intrastate
transportation.

ofregulationState railroad beganrates with railroad
Thetransportation. railroads were thebychartered
the outset,States and from in many charters, maximum

passengers,for or orfreight prescribed.1rates both were
this theFrequently general practice—became more—and

of fixpermittedthe board directors was to itscharges in
discretion, an authority which in numerous instances

made to a limitationsubjectwas upon the amount of net
maximumearnings.2 In several States rates were also

established, poweror the to alter rates was expressly
reserved, by general 1853,laws.3 In the State of New

1 Maryland,g. 1826, CXXIII, 18; 1830,E. Laws of c. 117,c. 2,§ §§
3; 1834, 281, Massachusetts,3:c. 1829, XXVI, 6;Laws of c. 1830,§ §

York,XCIII, of-1828, 21,10: New 11; 238,c. Laws c. 11;c. 1831,§ § §
242,c.83, 10; 1836, Virginia,9:c. Laws 1830-1831,§ of c. CXIX,§

18; 1835-1836,CXXI, 121,c.19; Ohio,c. 24: Laws of 1833-1834,§ § §
p. 19;203, p. 396, Carolina,9: North Laws 1836-1837, XL,§ of§ c.

30.§
2 1832,Connecticut, II andResolves (17S9-Í836),Private Laws

p. Indiana, of’1832, CXLVI,c. 23,-992: Laws 24: Florida,§§ Laws of
1848, 244, York, 1828,c. 304, 13;11: New Laws of c. 1832, 162,c.§ §

12, Massachusetts, 1833,of CNVIII,17: Laws c. Virginia,4:§§ Laws§
1839, Wisconsin,of 110, 1847, §.15;c. 5: Laws of p. 72, 1851, 262,-c.§

§7.
3Illinois, 1849, 15,p. 21,of Massachusetts,Laws 32: Laws§§ of

191,1845, c. 2; 1860, 201, 2: York, 1850, 140,c. New Laws of c.§§
1850, 128, §77; 1861,33: c.California, DXXXII,§ c.Laws of §51:

1305;1873,Iowa, of 1874, 6S,-§§ ReportCode Laws of c. 1-5:§ of In-
,Commission, 1901, IX, pp. 903-905,dustrial Vol. 911-915.
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for way passengersfixed the maximum fare onYork
forming the line of New York Central atthe railroads

, c. and(Laws 1853, 76, §7)of thisa miletwo cents
Bridge,and on theSuspensionto Buffaloextendingrate

presenthas to theState, dayof the continuedboundary
a1910, 57).c. As rule the(Cons. Y., 49,Laws, N. §

far fromlegislation wereby earlyrestrictions theimposed
ofin the assertion theonerous, they significantbut are

provisions,than theseright potentof' control. More
was statetariffs,in actual theuponthe effect railroads

knowledgeIt common that thecan'al. is a matter of
from the Atlantic seaboard totraffic on trunk linesthe
in with the Eriecompetitiondevelopedthe west was
and ofregulated the StateCanal, built, bymaintained

York its commerce.promoteNew to
legislationlimit byof State toauthorityThe the the

its bordersof carriers was notcharges common within
into to limitations connectionpower imposeconfined the

In ofof the naturegrants corporate privileges.with view
to legislativebusiness, subjectof were heldtheytheir

charges unless theyas to the amount of werecontrol their
the Thisprotected their contract with State. wasby

R. v.Burlington Quincyin R. Co.Chicago,decided &
155; & Rail­Iowa, Chicago94 U. S. Peik v. Northwestern

St. R.Co., 94 S. & Peter R. Co. v.way 164;U. Winona
cases,180, followingU. and other Munn v.Blake, 94 S.

wasIllinois, presented94 S. 113. The actsquestion byU.
Illinois, Iowa,of of andlegislatures Wisconsin Minne­the

inyears responsein the 1871 and 1874 to asota, passed
ofgeneral for a reduction rates. Themovement section

in was largeof the which the demand arose to acountry
flow ofand one in which the commercedegree homogeneous

stateconcerned with lines. But resortonly slightlywas
to In Munn theCase,had the States for therelief.was.

governinghad thecourt before it the statute of Illinois
Through elevators,in theseChicago.warehousesgrain
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harbor on thelocated with the river one side and the
wasother,on it necessary according'tracks therailway

for productto of trade the of seven or eightthe course
on towayof the to its StatespassStates West the theon

Atlantic In addition to the denial of any legisla­coast.
charges it was urgedtive to limit that actauthority the

powerto exclusive ofrepugnant Congresswas the to
Theregulate interstate commerce. court answered that

on exclusivelywas carriedthe business within the limits
regulationthat itsIllinois,ofof the State was a ofthing

and that “certainly,domestic concern until Congress,
relations,in to their interstate-acts reference the State

governmentall the ofmay powersexercise- over them,
itdoingin sothough may operateeven indirectly upon

jurisdiction.”outside its immediatecommerce In the
cases, cited,decision of the railroad above the same opin-

' languageion The ofexpressed. court,was the however,
sustainthan to the state withwent further law respect

carriage.to intrastatepurely Thus,rates for the act
trafficof Wisconsin covered which started within the

pointsto outside,State and destined andwas this was
(Peikthebeing power Chicagostatetreated as within v.

Railway& 94 U.Co., 164, 177,S. 178),Northwestern a
repudiated. Wabash, St. L.view which- was later P.&
118 U. 557.Railway Illinois,Co. v. S.
practiceIt a forbecame the States tofrequent create
ofcommissions, agenciesas supervisionstate and regula­

in instancestion, many rate-makingand the power was
Aconferred' these bodies. of suchupon summary legisla­

ingivention is Interstate CommerceCommission v. Chicago,
Co.,N. O. T. P. Ry. 479, 495,& 167 U. S. 496. ofOne

oflaws, that Mississippi, passed 1884,these state in
came under review in Stone Farmers & Co.,v. Loan Trust

brought116 U. S. 307. The suit was to enjoin the Rail­
road Commission from theenforcing againststatute the

and Ohio ItMobile Railroad any. had beenComp­ incor­
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porated of Alabama, Mississippi,in the States Tennessee
and purpose constructingfor the of aKentucky, railroad
from to near the mouth of thepointsome OhioMobile
River it would connect with another railroad,where thus

ofa lineforming continuous interstate communication
Gulf Mexico and Great Lakes.between the of the The

yet SustainingCommission as had not acted. the state
power internal,to fix rates traffic the courtupon wholly

of the The saidState,directed the dismissal bill. the
334)court, (p. the settled“may, beyond byall question,

rule court,of decision in this and faresregulate freights
for done andexclusively State,business within the it

to be of to preventwould .seem a matter domestic concern
againstthe from andcompany discriminating persons
case,Inplaces in the same it was declaredMississippi.”

that topower regulation power confiscate;the of was not a
pretenseand and freights,that under of faresregulating

could corporationthe States not a railroad to“require
do,or orcarry reward,”without thatpersons property

oftaking privatewhich in law amounted “to a property
orpublic justfor use without without duecompensation,

331.)law.”process p.of (Id.,
supra,In St. P. v.Wabash, Railway Illinois,L. & Co. it

was the didfinally authoritydetermined that of Statethe
not of chargesto the for interstate trans-regulationextend

atThere the state was aimed discrim-portation. statute
ination. It was said to have violated the railroadbybeen

withinshipmentsin the of fromcompany pointscase
i had con-Illinois to he of New York. The state courtcity

partto that ofbindingstrued the statute to be as the
althoughhaul was within in-interstate which the State

applied, courtoperative beyond the So thisboundary.
held act be invalid.the to

authorityBut no doubt of the State’swas entertained
transportation whollyto rates for thatregulate was

powerof stateAnd,intrastate. in the extentillustrating
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across thetransportationcourt selected564), the(id., p.
Alton,and from toChicago ChicagotofromState Cairo

constituting centers ofimportantboundary pointsall
Michigan,Lake and the othersone oncommerce —the

and Ohio andMississippi rivers,of theat confluencethe
rivers,Missouri Afterrespectively.andMississippiof the

toholding laws be ineffectivestatedecisionsreviewing
commerce,uponburden interstatewhich a directimposed

Freight Tax, 232;State 15'of the Wall.including casesthe<,
FerryGloucester Co. v. Penn-485;v. 95 U. S.DeCuir,Hall

PullmanPickard v. Southern Car196;114sylvania, U. S.
court the distinctionemphasized117 theCo., 34,U. S.

of the statute domesticuponwith to .therespect operation
or ofjustice propriety“Of the thesaying:transactions

foundation the statutelies at the Illinoiswhich ofprincipié
speak.of this court to As restrictedit is not the province

andbeginswhich ends within theto' a transportation
andvery just equitable,it be andmaylimits of the State

state-legislatureof the to deter-certainly provinceit is the
(Id., p. 577.)mine that question.”

thus established that thefullyThe doctrine was State
rates but couldcould not interstate fix reason-prescribe

itsthroughoutrates ex-territory.able intrastate The
has been ataccompaniedtension of railroad facilities

every partthe assertion of this on theauthoritystep by
recognitionof its invariable thisbythe States and court.

It has doubted that the State if it sawcould,never been
fit, build canals andhighways, (Railroadits railroads.own

470,Company 456,21 ItMaryland, 471.)v. Wall. could
traversingbuild the State and thus joinrailroads entire its

centers of'by highwaysborder cities and commercial new
internal to be alwaysintercourse available reasonableupon

local mightterms. Such for traffic indeed alterprovision
and, byin virtue ofadvantages competition,relative

inforces, engagedeconomic those interstate trade and
find it tomight necessary matetransportation readjust-
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marketextending throughments from to market a wide
influence; suchof but action of the State wouldsphere not

that be as aregarded creatingreason direct restraintfor
andupon transcendinginterstate commerce aS thus the

power. authoritystate the of toSimilarly, pre-the State
chargesscribe shall reasonable of common car-what be

ittransportation,riers for intrastate unless limited bybe
ex;ertionthe of the constitutional ofpower Congress, is

thepower appropriate ju-As a tostate-wide. territorial
not toState,risdiction the it is a ofpartof theconfined

State, throughout itsbut extends the State —to cities
its boundaries as well to those into as the interioradjacent

the To that this but that itsay power exists,of State.
may prescribingbe in rates that are on anonlyexercised

of than those that are the car-equal higher bybasis fixed
rier for is-to maintain the powerinterstate transportation,

is toin it in fact. It assert that thedenyingname while
inlegislative determiningof the whatjudgmentexercise

chargebe carrier’s for the intrastate service isshall the
But thisto cárrier’s state-widesubjectitself the will.

by it;carrier not controlledcontrols the and isauthority
of to fixpowerthe that the State reasonableand idea the

by mere actionits traffic is limited therates for internal
rate to acrosslaying placesthe carrier in anof interstate

border, foreignis to jurisprudence.ourthe State’s
restricted, be byit mustauthorityIf of the State bethis
Congresspower of over interstateparamountvirtue of the

view ofinstruments; and,'inits the naturecommerce and
may implieda limitation not be because ofsubject,of the

that one which has not beenpower, is,Federala dormant
found in exercise of Fed-exerted, can be the actualonlybut

byas to this action thecontrol in such measure excludeeral
province.would within itsclearlyotherwise beState-which

the Act(3.) Congress, year 1887,in the enactedWhen
it was ac-379, 104),c.(24 Stat.Regulateto Commerce

ccxxx —27vol.
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of developmentcourse the railroadwith the ofquainted
byand with the exercise the of thetransportation States

rate-making power. report.An elaborate had madebeen
a investigatecommittee tobyto the Senate authorized

of railroad in which andregulation the naturesubjectthe
includingof thelegislation, plan,extent state commission

(Senate Jan-fully Report 46,were reviewed submitted
session).1stuary 1886, Congress,49th And it was the6,

that bounds of state control abeyond layfact the there
inactivityvast field of the conduct of inter-unregulated

state which was found to betransportation the chief cause
Federal,of the for action.demand

carefully scope regulation,defined the itsCongress of
that itprovidedand was not to extend toexpressly purely

In firsttraffic. the section of the to Regu-intrastate Act
Commerce there was inserted the following proviso:late

“ Provided, however,That the provisions of act shallthis
transportation passengersnot to the of orapply property,

to receiving, delivering, storage, handlingor or ofthe
wholly State,within one and not to orproperty, shipped

from a orforeign country any Territoryfrom to orState
as aforesaid.”

(act 3591,ofyearWhen in the 1906 June 29,1906, c. 34
Stat. act so584), Congress uponamended the as to confer

topower prescribethe Federal commission maximum'inter-
state in sectionrates, the one wasproviso reenacted.
Again, 1910,in when act wasthe extended to embrace
telegraph, andtelephone companiescable in in-engaged

business,terstate provisothe was once reenacted,more
anwith additional clause asso to exclude intrastate mes-

sages from the ofoperation 18,the statute. Act of June
1910, 309,c. 539, proviso36 Stat. 545. The in presentits
form reads:

however,“Provided, That provisionsthe of this Act
shall not theapply transportationto passengersof or

receiving,or to theproperty, delivering, storage; han-or
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ofdling property wholly within one andState shippednot
to or from a foreign country from or to any State or’’
Territory as aforesaid, nor shall they apply to the trans-
mission of messages by telephone, telegraph, or cable
wholly within one andState not transmitted to or from
a foreign from' orcountry to any State or Territory as
aforesaid.”

There was thus provisionsfrom theexcluded of the act
that transportation which was “wholly within State,”one
with the specified qualification where its subject was going
to or coming a foreignfrom country.

It is urged, however, that the words of provisothe are
susceptible of a construction which would permit the
provisions of section of act,three the prohibiting carriers
from giving an undue or preferenceunreasonable or ad-
vantage to any locality, to toapply unreasonable dis-
criminations between localities in different States, as well
when arising from an comparedintrastate rate as with an
interstate rate as when due to interstate exclusively.rates
If it be assumed that the construed,statute should be so
and it is not necessary now to decide the itpoint, would
inevitably follow that controllingthe principle governing
the ofenforcement the act appliedshould be to such cases

might therebyas be brought within purview;its and the
question whether the incarrier, such a case, givingwas
an undue or preferenceunreasonable or advantage to one
locality againstas another, or anysubjecting locality

or;to an undue or unreasonable prejudice disadvantage,
would forprimarilybe the investigation and determina-
tion of the Interstate Commerce andCommission not for
the courts. The dominating purpose of the statute was
to secure toconformity the prescribed standards through
the examination and appreciation complexof the facts of
transportation by bodythe created for that purpose; and,
as this court has repeatedly held, it would be destructive
of system regulation bythe of the ifdefined statute the
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of theaction Commissionpreliminarycourt without'the
upon ques­the administrativepasstoto undertakewere

confided to Texasprimarily it.the statute hastions which
Co.,Abilene Cotton Oil 204 U. S.Co. v.Ry.& Pacific

215Co.,& Ohio R. R. Co. v. Pitcairn Coal426; Baltimore
R. R. 222Co.,Baltimore & OhioRobinson v.481;U. S.
Co.,Arcticv. & 228 U. S.States506;U. S. United Pacific

case, has been no thefinding bytherepresentIn the87.
.unjustof discriminationCommissionInterstate Commerce

bodyno action of that is beforethe andact;violative of
us for review.

isus, essentially,nowwe have beforeThe question
ofthe the Interstateafter Commercewhether passage

the State continued toamendment, possessand itsAct,
formerlyit toauthority enjoyedwhichthe state-wide

for exclusivelyrates its internalprescribe reasonable
it was the of theappears,as natureThat, plainlytraffic.

Minnesota, attack,theand howeverbyaction taken
anthe rates here involved as interferenceuponphrased,
a thatis in denial ofcommerce, substancewith interstate

authority.
statute,of Federal theto the terms theregardHaving

it enacted,action at time wasof state therangefamiliar
authorityof inexercise the same man-the continued state

enactment,after itsthe same extent and thener and to
upholdingand thisrecognizingof this courtdecisions

for propositionfind no foundation the thatweauthority,
contemplatedCommerce interferenceRegulatethe Act to

therewith.
' that,to thedid not undertake intrastateCongress say

toshould be orrates of interstate carriers reasonable
agency authorityinvest its administrative with to. deter-

their reasonableness. the actby originalmine Neither
to aamendment, Congressnor its did seek establishby

control over interstate and intrastate it didrates;unified
a or orrates, prescribe,not set up standard for intrastate
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to eitherprescribe,the maximumauthorize Commission
traffic. Itor for intrastate cannot-beratesminimum
accomplishtosought indirec­Congress bythatsupposed

or todisclaimed, attemptedit expresslytion that which
theauthority of States withoutthe accustomedoverride

fixingcontrary,On the theof a substitute.the provision
transportationintrastate was leftof rates forreasonable

is,that with the States and thefound;it had beenwhere
tjie to deal with thatagencies by subject.created States

211Mills, 612,Larabee S.Co. v. U.Ry.Missouri Pacific
.620, 621­

occupynot to the thusHow clear the fieldpurposewas
is shown clausepower byleft to the of state theexercise

acts passed byin the numerous Con-uniformly inserted
gress railwaysto the construction of across theauthorize

fixing aIndian This whileTerritory. clause, maximum
adjoining (inanpassenger made the laws of Staterate,

Texas, inArkansas, in others and otherssome cases
rates tofreight chargedto the beKansas) applicable

regulatethe to ratesrightwithin and whileTerritory;the
on line of railroad was reserved to Congressthe authorized

itgovernment established,a state should be wasuntil
established, shouldthe Stateprovided whenexpressly that,

fix rates for transportationto intrastatebe entitled —the
prescribeto forremaining Congresswith ratesright such

as interstate. ashould be Within monthtransportation
Regulateto was enacted,the Act Commerce twoafter acts

Congressby for withpassed purpose respectthiswere
across, Territoryextendingto the from the Texasrailways

inThe bothboundary. provisionto the Kansas cases—in
that the one referred to the lawslanguageidentical —save

ofthe to laws asand other the Kansas —wasof Texas
2424, 254, 4, 420;Feb. c.1887,of Stat.(actfollows §

447):319, 4, id.,c.2, 1887,of Marchact §
charge4. railroad shall notThat said company“Sec.

of freightof said aTerritory greaterthe inhabitants .rate
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bythan thethe rate authorized laws of the State of Texas
Provided,for transportationor of sameservices the kind:

That- rates on said shallpassenger railway not exceed
per Congress herebycents the rightthree mile. reserves

regulate freightto chargesthe for and on saidpassengers
messagesand on said andrailway, telegraph telephone

a or shmll inlines, governmentsOntil State existgovernment
said said aTerritory railway,within limits which orthe of

located;part .shall be and thenthereof, governmentsuch State
or governments shall be authorized to and theregulatefix
cost transportation freightsand within theirpersonsof of
respective, by railway;said but Congress expresslylimits

fix regulatereserves the to and at all costright times the
of transportationsuch saidby companyor saidrailway

transportationwhenever shallsuch extend from one State
another,into or shall extend into than State:more one

Provided, however,That the transportationrate of such of
orpassengers, local theinter-State, shall not exceed rate

above Andexpressed: provided railwayThatfurther, said
company carry prices Congressshall the mail at such as
may by provide;law lawbyand until such rate is fixed
the Postmaster-General fix ratemay compensa-ofthe
tion.”

The provisionsame is found in passedsimilar statutes
in every yearalmost 1884 to 1902 and relatingfrom to

-tolines intended as highwaysserve of interstate com-
munication.1 When Oklahoma a theState,became laws

1Referring to Laws July 4,of Texas: Acts of 1884, 177, 4,c. 23§
July69, 70; 1, 1886, 601, 4,'Stat. c. 24 117,119; 18,1888,Stat. Feb.§

e. 13, 4, 35, 37; May 14, 248, 140,25 Stat. 1888, 4,§ c. 25 Stat.§
c,142;.May 337,30, 1888, 4,25 163;Stat. 162, 26, 1888, 494,§ June c.

§4,25 205,207; 1,1890,Stat. §4,26Oct. c. 1248, July632,634; 30,Stat.
1892, 329, 338;c. 4, 336,27 Stat. 1, 188, 4,Mar.' c.1893,§. 27 Stat.§
§24, 525; Aug. 4, 215, §4,1894, 28 Stat.-229, 230; 23, 1898,c. Mar..

87, 4,c. 341,30 Stat. 342.§
Referring to Laws July 1884,of Kansas: Acts of 179, 4,c.4, 23§

73, 74; 21, 1890,Stat. June c. 479, 4, 170,171;26 Stat. June 30,1890,§
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inwere to these variousof States which referredother
limits, bywithin its andoperativeto be virtueacts ceased

the sanction of Congress,of and with directStatehoodits
to reasonableprescribeit authorized maximumbecame

throughout its extent.transportationintrastaterates for
Co., 277,F. U. S.A., Ry. 285;Oklahoma v. T. & S. 220
Co., 220 U. S.Ry. 302,v. R. I. & Pac. 306.C.,Oklahoma

theof this court since of the Act.passageThe decisions
thatuniformly recognizedhave itRegulateto Commerce

rates,for to fix suchcompetent applicablewas the State
If it inbe said that the conteststhroughout territory.its

waged during pastover state thethat have been laws
inter-the of interference withtwenty-five years, question

the establishment of state-wide ratesbystate commerce
itselfraised,for traffic has seldom been this factintrastate

of the ofconception scopecommon state au-attests the
definingandrecognizingAnd the decisionsthority. the

the contention that thewholly makingrefutepowerstate
a direct burden inter-uponof such rates either constitutes

or is to the statute.repugnant Federalstate commerce
125 theBeidelman, 680,Dow v. U. S. statute ofIn

in (April 4, 1887, ActsArkansas, April, 1887,enacted 1887

184, 185; Sept. 1890, 947, 4,c.4, 26, 485,26 26 Stat.638, Stat. §c. §
492, 1896, c.487; 27, 1893, 171, 4, 493; 18, 60,c. 27 Stat. Mar.Feb. §

4, 80,70; 30, 1896, 82,c. 294, 69, Mar.' Stat. 82.29 Stat. §§
1886,1, 395, 4,June c.Referring of Arkansas: Acts of 24to Laws §

1886, 744, 124, 125;74; July 6, 4, 18, 1888,c. 24 Stat. Feb.73,Stat. §
35, 37; May 30, 1888, 337, 4, 162,25 163;c. Stat.13, 4,c. 25 Stat. §§

24,280, 4, 746; 1891, 288,Feb.1889, 745, 4,25 c.26,Feb. c. Stat.§ §
3, 4, 844,26 Feb.785; 1891, 535, 846; 24,c. Stat.783,26 Mar.Stat. §

38, 4, 40, 41;6, 2,1896,Mar. c. 2930, 13,15;29 Stat. Stat.1896, §c. §
1897, 4,c.4, 86, 88; 29, 108,Jan.Apr. 1896, 93,c. 29 296, §Stat.§

347,504; 30, 104, 6, 349; 28,30 Jan.1898, c. Stat.502,Stat. Mar. §
1899, §6, 816,808; 4, 88,c. 30806, Stat.1899, 65, 5,c. 30 Stat.§ Feb..

1368, 1370.818; 453, 6,c. 30 Stat.3, 1899,Mar. §
28,-1902,Act ofReferring Territory of Feb.to Laws of Oklahoma:

43,§4, 32 Stat. 45.c. 134,
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•p. 227) which established three cents as maxi­a mile the
mum fare for carrying passengers within the State on
railroads over inseventy-five length,miles sustainedwas
against objection ofthe the -of the andMemphisowners

RockLittle Railroad actwho attacked the as confiscatory
and arbitrary in its classification. The statute -wassame
again upheld in St. Louis & San Francisco Co. v.Railway
Gill, 156 S. ChicagoU. 649. In &c. Railway Co. Min­v.
nesota, 418, (March134 U. S. the of 7,statute that State
1887, 10)Gen. Laws c.1887, creating a commission with
power prescribeto intrastate toadjudgedrates was be
invalid, uponbut this was the ground that the act as con­

bystrued the state court made the published byrates the
commission final and conclusive and precluded any judicial
inquiry, theywhether were Chicagoreasonable. In &c.
Railway Wellman,Co. v. 143 U. S. of339, the act the
legislature (Juneof Michigan 28, Pub.1889, 1889,Laws
p. 282) fixing-the maximum fare for passengers within the

,atState a mile intwo cents the case of whosecompanies
gross earnings exceeded three thousand dollars a mile was

as,unsuccessfully assailed and no contentionconfiscatory
was advanced that such an act operating throughout the
State was an interference with interstate.unwarrantable
commerce.

In Reagan v. Farmers & Trust Co.,Loan 154 U. 362,S.
the oftrustee a railroad mortgage attacked the statute
of Texas (April Gen. c.3,1891, 1891, 51, 55)Laws whichp.
established a railroad commission with toauthority regu­
late and the order oftariffs, the commission providing a
schedule of fates for goodsthe oftransportationclassified
within the State. of tariff aschallengeThe was the a
whole and the was'inquiry whether rates wasbodythe of

as tounreasonable and such work a practical destruction
of rights of Viewed in theproperty. aspect, court,this
upon allegations bythe admitted the actiondemurrer, held
of the commission to be itsbeyond powerconstitutional
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enjoining theof the Circuit Courtand affirmed the decree
itso far asdecree, however,The was reversedrates.

dutiesdischargingthe from therestrained commission
tofrom proceeding prescribethe statute andimposed by

A further wasregulations. questionandreasonable rates
Trust 154Company,Mercantilepresented in v.Reagan

and asin to same statute413, respectU. S. the .order
whichRailway CompanyPacificapplied to the Texas and

of the United Statesorganizedhad under the lawsbeen
its(March road122) operated16 Stat. c. and3, 1871, 573,

for hundrednot within that but also severalonly State
miles outside. that this was “notcompanywás insisted.It

to forto the even as ratessubject State,control of the
argumentthetransportation State,”within the-wholly

it to limit thebeing powerthat not within the statewas
thatto But court heldFederal franchise collect tolls. the

act not to extent asserted butCongress gothe of did the
tobusiness, subjectas to itscompany,left-the intrastate

authority.state
of ratesuponThe effect intrastate wasinterstaterates

the easesurged Smyth 466,in v. and inAmes, 169 U. S.
stock-brought bydecided therewith. These weresuits

theholders of Union Railway Company,the Pacific
and theChicago Companyand Northwestern Railroad

toBurlington Company,and RailroadChicago, Quincy
oflegislatureof ofenjoin the enforcement the act the

24).in' c.1893,Nebraska Actspassed (April 12,1893,1893
freightThis was a thecomprehensive classifyingstatute

from in to othertransported point anyNebraskaany
in that of maximumpoint prescribingState and tables

companiesThe carriersrates. were interstateaffected
in a vast of whichengaged only portioncommerce a small

towas local the On the easternwholly boundaryState.
trade,a of inlay Omaha, city large importance interstate
inBluffs,situated on the Missouri river with Council the

Iowa,of The wasopposite.. point distinctlyState directly
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that theCourt statute interferedthe Circuitmade in
it established abecause, first,commerceinterstatewith

■ fromfreightsof different that whichclassification pre­
second, localChicago, by reducingof andvailed west

rates on interstate business.it reducednecessarilyrates
Brewer, cases,who tried overruled thesetheMr. Justice

thethat the ofobjections holding' neither convenience
withcompetition respectofconsequencescarriers nor the

could “in of thepleadedbe restraintto interstate rates
Of Amesthe State.” v. Unionpowerotherwise undeniable

165, Having172.Railway Co., Rep. 171,64 Fed.Pacific
of this thedisposed contention, court considered the ques­

rates,of oftion the reasonableness the and reached the
theythat were invalid theyconclusion because amounted

•of,to a of the carriers’ Ondeprivation rights property.
this,to court the counsel for theappeal appellees directed
to of inattention the conditions transportation Nebraska.

,arguedIt was that the was carriedlocal traffic over the
tracks, in the trains insame same and often the same

the totraffic;cars with interstate that ofseparate the cost
ofcarrying the one sort traffic from that of the wasother

a “manifest and that it aimpossibility;” necessarywas
existingof ifconsequence that,conditions con­Nebraska

rates,trolled the local it at the same time controlled the
Butinterstate rates. this contention was not sustained

jvasof placedthe affirmance the decree dis­uponand the
groundtinct that the rates were Itconfiscatory. was ruled

that the reasonableness of intrastate .rates was to be
by considering thedetermined intrastate sep­business

In answer thearately. suggestion that- the.to conditions
of havemight changedbusiness for the better since the

court calleddecrees, the attention to the inproviso the
decrees intended to meet such a case, adding that if the
Circuit Court found that conditions were such as to per­

•applicationmit the of the state rates without depriving
the carriers of compensation it would “be its dutyjust
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todischarge injunction.”to the and make orderwhatever
“tonecessary anywas remove obstruction theplaced by

indecrees these cases in the of the of theway enforcement
(Id., p. 550; Smyth Ames, 361,statute.” see v. 171 S.U.

365.)
In the Smyth brought bythat one of Cases which was

Railwaythe stockholders of Union Pacific Companythe
not was the ease of a trunk lineonly presented crossing
the with a of businessrelativelyState small proportion

byto the beenNebraska,local but had formedcompany
ofbyconsolidation of companies authoritya several

of them Pacific RailroadCongress, beingone the Union
120,the c.incorporated by act ofCompany, July 1,1862,

12 id. itBy (§ expresslyStat. this act was18, 497),489.
ifof faremightthat reduce the ratesprovided Congress

fixand law whenevermightunreasonable the same by
shouldtelegraphof entireearningsthe net the road and

while show-amount. But this language,a certainexceed
preventtoCongress to powerthat intended reserve theing

to be equivalentwas notexactions,unreasonable deemed
the roadthroughdeclaration that theto a States which

for intra-notmight regulatebe constructed should rates
“It cannottransportation. court said: bestate The

formaking transportation.bythat the of ratesdoubted
corporations highways, betweenalong publicrailroad

subjectis a.State,within the limits of awhollypoints
. .of . Con-within thé control that State.primarily
think thatwe do nothaving power,not exerted thisgress

constructing thecorporationnational character of thethe
pre-of ain the StatewayPacific Railroad standsUnion

whollyroadon thatscribing transporting propertyrates for
inCongress,its Untilterritory.withinpointsbetween

byreservedspecificallyof the powerthe exercise either
underor its powerof 1862section of the acteighteenththe

to, alter,to addauthorityofreservation madegeneralthe
chargedto be byratesprescribesor act,thatrepealamend
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itcompany,the remains with throughrailroad Statesthe.
fixtopassesthe road rates for transportation begirnwhich

ending theirning respective (169and within limits.” S.,U.
522.) plainIt is hadpp. 521, that the rates,intrastate

by the comprehensiveestablished statute of Nebraska,
not found be confiscatory theybeen .to would have been

their toapplicationsustained in all intrastate traffic not­
thewithstanding power Congressreserved of over .the

and despitePacific line argumentthe based uponUnion
of iiiterstateinterdependencethe and intrastate rates.

of Louisville &The cases Nashville Railroad Co. v. Ken-
503,S. and183 U. Louisville &tucky, Nashville Railroad

184 U. S.Eubank, 27,Co. v. concerned the of thevalidity
ofprovisionshort haullong the constitution ofand Ken-

Inadopted in 1891. thetucky case,first violation was
charged respectwith to the transportation of coal from

to Lebanon,Altamont an as com-station,intermediate
forchargespared transportationwith from toAltamont

and Louisville,Elizabethtown all places being within
The difference in justifiedrate wasKentucky. by the

groundon the thatcompany at Louisville the coal hauled
from Altamont into competition broughtcame with that
down the Ohio River and at Elizabethtown with western

broughtKentucky coal there theby Illinois Central Rail-
thatroad. The contention the state provision operated

an interference with interstateas commerce was presented
overruled, the court isand “Itsaying: plain that the pro-

in does notquestionvision in terms the case ofembrace
It istraffic. restricted in its regíinterstate lation to those

operateor a withinwho own railroad the and theState,
short distanceslong and mentioned are evidently distances

the railroad lineupon within the State. The particular
isbefore us one involvingcase only transportationthe of
point,from one in thecoal State of toKentucky another

a of thatcorporation mayState.' It thatby be the enforce-
regulationthe statement of forbidding discrimination in
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ofrates in the case articles of a like kind carried for dif-
distances theferent over same line may somewhat affect

commerce generally; but''we have heldfrequently that
such result is tooa remote and indirect to be regarded as
an interference with interstate commerce; that the inter-
ference the powerwith commercial of generalthe govern-
ment to be .unlawful must be anddirect, not merelythe

of,of enforcingeffect the police powersincidental a State.”
(183 S., pp. 518,U. In519.) the Eubank Case, which had
been before the firstargued case was itdecided, appeared

courtthat the state had construed the same provision of .
Kentuckythe constitution as aembracing long haul from a

tooutside oneplace within the (NashvilleState and Louis-
ville) and a shorter haul on the same line and in the same
direction between points, within the State. The court

that, construed,held so the provision was beinginvalid as
a ofregulation interstate commerce because it linked the

forinterstate rate to the rate the shorter andhaul thus
chargethe interstate was directly controlled the stateby

(184 S., pp. 41, 43.)law. U. The ofauthority the former
theupholding law,decision state as toapplied places' all of.

whieh the State,were within was in no way andimpaired
fully recognized-court the ofpowerthe State to pre-the

chargesmaximumscribe for intrastate traffic although
ancarried over interstate road to onpoints the state line.
42.)(Id., pp. 33,
ofThe case St. Louis RailroadMinneapolis & Co. v.

Minnesota, 257,186 U. S. involved of hardshipments coal
Minnesota,in carload lots from Duluth, pointsto in the

portionsand westernsouthern of that State. The Railroad
and Minnesota, 1899,Warehouse of in pre­Commission

rate toa be the St.joint byscribed observed Paul and
Duluth Company, Minneapolisthe and St. LouisRailroad

andCompanyRailroad Theother carriers.' state court
ofdirected the issue a writ of mandamus to com­compel

Itpliance objectedwith was that the act underthe order.
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which the order was made was sounconstitutional far
joint throughit assumed to establish overas rates the

connectingindependentlines of railroads and to divide
and that the tariff as fixed com­joint earnings, was not

judgment.This court affirmed the In Ala­pensatory.
Railroad Co. v.bama RailroadMississippi& Vicksburg

496, theCommission, company203 U. S. made itwhat
grainrate” on“rebilling shipped Vicksburga fromcalled

Mississippi, inMeridian, wjiich applicable-was onlyto
received atshipments Vicksburgof over the Shreve­case
however, suchgave, shippers optionIt to. an forport line.

to send other from in­grain Vicksburgtimea specified
it in fact a local rate. Tothus was end thisandstead,

commission, 1903,the state in fixeddiscrimination, the
grain products shippedall from toVicksburgrate forsame

that the effect of theurgedIt was order wouldMeridian.
jointintoplaintiff throughto enter inter­force thebe to

divisions with all lines Vicks­reachingandstate tariffs
it desired such arrangementsriver whetherrail orburg by

order itholdingcourt sustained the thatTheor not.
to as toequalitythe State enforce localforcompetentwas

notthis could be de­equalityand thattransportation,
shipments by arrangementsto localanyrespect“infeated
companies.”to favor outsideormade with

Railway Dakota,Co. v. North 216In Northern Pacific
DakotaAttorney chargedGeneral of Norththe579,U. S.
of a law fixingwith continuous violationcompanythe

(Northcoal within thecarriage- of Statetheforrates
51) injunction.c. and asked for an1907,ofLawsDakota,

the,that in its return to rule tobyIt the recordappears
court; allegedthe thatcompanystatein thecauseshow

to therepugnant commercebecausevoidthe statute was.
confiscatory.rate fixed wastherebythealso thatandclause

set forth thatcontention the returnof lastthesupportIn
which the companyfor coalcarryingmaximum ratesthe

inunder act werecharge question,thetoallowedwas
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for fixedthan the rates similar se'rvice bylowergreatly
beingfor that State made to e. 232(referenceMinnesota

1907,of the ratecommodityof the Laws act no'w in ques­
fixedtion) byand those the Railroad Commissions of

respectively;Illinois and and thatIowa, the conditions
existing in North Dakota made it impossible to transport
coal at a rate than in theless States named. conten­The

acttion that the violated the interstate commerce clause
Supremesaid- thebywas Court of the State to be based

assumptiontheupon regulationthat state of local rates
interstate lineson amounted to an interference with

interstate commerce. In view of the decisions of this
lastcourt, the notquestion openwas considered to de­

.bate. State v. Northern Co.,Railway 19 N. Dak­Pacific
55. This was45, ruling challengednot theby argument

for the in errorplaintiff here, and the question to in­as
terference with interstate commerce was treated as re­
moved from the case theby holding of the. state court
that the rates toapplied only transportation within the

(216 S., p. 580.)State. U.
however,To suppose, from a review of these decisions,

that the exercise of this power ofacknowledged the State
may .permittedbe to create an irreconcilable conflict with

ofauthoritythe the Nation, or throughthat an equipoise
of anpowers effective control of interstate commerce is

impossible,rendered is to overlook the dominant operation
of the Constitution which, creating Nation,a equipped

withit authority,an supreme and plenary, to control
National andcommerce to prevent control,that exercised

thein wisdom of fromCongress, being obstructed or de-
stroyed anyby opposing But,action. as we said at the

systemour ofoutset, government is practicala adjust-
byment which the National authority as conferred by

the Constitution is itsmaintained in full scope without
loss of local Itunnecessary efficiency.- thus clearly ap-

pears under thethat, established principles governing
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ofthe State Minnesota did notaction,state transcend the
inits authority prescribinglimits of the rates- here in-

them toassuming be reasonablevolved, intrastate rates.
authorityan appropriateIt exercised to its ju-territorial

not opposedand to anyrisdiction action thus far taken
by Congress.

ofinterblending operations inThe the conduct of inter-
business bylocalstate and is stronglyinterstate.carriers

our attention. It isupon urged thatpressed the same
terminals, rails, briáges, andright-of-way, stations are

both classes of traffic;for that the proportion ofprovided
yearof business varies from to year and,sort indeed,each

that noday;to division of theday plant, appor-from no
it'of between interstate and traffic,localtionment can

which will holdto-day, to-morrow; that terminals,madebe
in oneconnections State theand carrier’sfacilities aid

and are an ofelement value with respectbusinessentire
and inthe business otherproperty States;wholeto the

againstare issued the' entire line of thethat securities
thatby States;cannot be divided tariffsandcarrier

to all of themade with a view the traffic roadbeshould
fair as andthroughbe between short-haulshouldand

in ofthat, substance,business; no,regulationand rates
does not take intowhich considerationjust,can be the
carrier’s operations, irrespectiveof the offieldwhole

of emphasizedThe force these contentions islines.state
in others of thecases., nature, byand likethese extremein

of calculationsintricacyand the which must bedifficulty
to establish a ofsegregationin the effort intrastatemade

of determiningfor the the return topurposebusiness
properlyis entitled therefrom.the carrierwhich

practicalare for the judgmentBut these considerations
ofdetermining regulationin the extent theCongressof

ofexisting transportationunder conditions tonecessary
the interests of interstatepromoteandconserve commerce.

become reason ofsuch, bythe situation theIf has inter-
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interstate andblending, operationsof the intrastate of
carriers, that regulation'ofadequateinterstate their in-

cannot be maintained without imposingterstate rates re-
to'respect their rateswith intrastatequirements which

it is forformer, Congressaffect thesubstantially to de-
the limits of itstermine, constitutional authoritywithin

commerce and its theover instrumentsinterstate measure
itof should Itsupply.the is the function ofregulation

andinterpret already-this to the lawapply enacted,court
guise to providebut not the of construction aunder more

regulation Congressscheme of thancomprehensive has
inNor,decided the absence of Federalupon. action, may

thewe to of the State enacted withindeny effect laws the
occupyfield which it is entitled to until'its isauthority

Congress of itsby paramountlimited thethrough exertion
power.constitutional

Are and ordersSecond. the acts confiscatory?State’s
legislativeThe a andrate-making power poweris neces­

range legislativea discretion.of dosarily implies We
ofnot sit as a board revision to substitute our judgment

legislature,for that the or of the commission lawfullyof
it, as theby provinceconstituted to matters within of

189Diego Jasper,Land & Town Co. v. U.either. San S.
The case falls a well defined439, category.446. within

general rates, involvinga ofHere we have schedule the
the of theprofitableness operationsof intrastate carrier

whole,taken as and is thea the whether Stateinquiry has
makingthe limit theoverstepped byconstitutional rates

unreasonably deprivedlow ofso that the carriers are their
without due of law denied theproperty andprocess equal

of the laws.protection
The of the hasproperty corporationrailroad been de-

_thevoted to a use. ispublic always obligationThere
from the of the business in which it isspringing nature

not beengaged exigency may permittedprivate—which
Re chargeto there not- an exorbitantignore shall—that

ron. coxxx—-28
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for the Butservice rendered. the State has not fitseen to
itself;undertake the service and the private property

it placedembarked in is not at the mercy of legislative
undercaprice. It rests secure the protec­constitutional

tion merelyextends not to the rightwhich title but to the
justto for thecompensationreceive service togiven the

public. Stone v. Farmers’ Loan & Trust Co., supra; Georgia
Banking Smith, 174,Co. v. 128 U. S. 179; &c.Chicago Ry.

ReaganCo. Minnesota,v. v. Farmers’ &supra; Loan Trust
F.supra; St. Louis & S. Co.Co., Ry. Gill,v. 156 U. S.

Covington &c. Road649, 652; Turnpike Co. v. Sandford,
578,S. 596, 597; Ames,164 U. v.Smyth supra; DiegoSan

&Land Town National City, 739,Co. v. 174 U. S. 754;
Jasper,San & Town v.Diego Land Co. supra; Stanislaus

192 S.County 201, 215;v. San U.Joaquin Co., Knoxville
Co.,v. 212 1, 17;Knoxville Water U. S. Willcox v. Con­

.19,212 U. 41­Co.,solidated Gas S.
In that hasdetermining right denied,whether been each

must itsupon special generalcase rest facts. But the
applicablewhich are in a case of thisprinciples character

have set forth in thebeen decisions.
of(1.) The basis calculation is the of“fair value the

used for the ofproperty” public. Smythconvenience the
(p, 546). Or,v. as inAmes, supra it was Sanput Diego

Land Town Co. v. National City, supra (p. 757),& “What
isthe entitled to itcompany demand, may-­in order that

compensation, is fairhave a return thejust upon reason­
it isable value of the at the time forproperty being used

LandDiegothe See also San & Town Co.public.” v.
Jasper, Co.,Willcox v. Consolidated Gassupra; supra.

that(2.) of value is not controlledThe ascertainment
by formulas,-Tt is not aartificial rules. matter of but

having itsjudgmentthere must a basis inbe reasonable a
proper of all ofscopeconsideration relevant facts. The
the inquiry broadly Smyth Ames,thuswas described v..in

“Insupra (pp. 546-547): order to ascertain that value,
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¿he construction, thecost of amount inexpendedoriginal
permanent the amount and market valueimprovements,

the asstock, present comparedand with theof its bonds
construction; probable earningof the capac-costoriginal

under ratesparticular prescribed bytheity propertyof
operating expenses,the sum to meetrequiredstatute, and

consideration, givenand are to be suchmatters forare all
rightand in case. dojustbe each We notmayasweight

in,to bemay regardednot be other matterstheresay that
companyof the What theproperty.the valueestimating

is a fair return the value of thatuponto askis entitled
convenience. thepublicit for the Onemployswhich

is entitled to demand is thathand, publictheother what
it for the use of a public highwayfromno more he exacted

by reasonablyit are worth.”services renderedthethan
isof carrier boththe business the interstate(3.) Where

a scheme-ofintrastate, questionthe whether maxi-and
forby transportationfixed the State intrastatemum rates

return, by consideringmust be determinedaffords a fair
employedof the. in the intra-propertythe valueseparately

the allowed in that busi-'compensationandstate business
rates This was also ruled inprescribed.theness under

reason, stated,as there(id., p. 541). TheCaseSmyththe
unreasonablycannot lowjustifythe Stateis xhat rates

alone, upon thetransportation, considereddomesticfor
earning large -profitsis on itsthe carrierthatground

hand, thebusiness, and, on the other carrierinterstate
on domestic busi-unreasonably high ratesjustifycannot

way is it able'to meet losses ononly in thatness because
',•business.interstateits

necessity segregationof thiscases, thepresentIn the
determiningbusiness in values anddomesticof the results

recognized parties.byof was both Voluminousoperation,
Master,the and numerouswas taken beforetestimony

submittedand calculations werecontaining dataexhibits
showing respectivetheirpurposefor the of estimates
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of propertythe value of the entire of the carriers in Min-
State,of innesota, expensethe amount income and that

apportionmenttheir thetheories of between interstate
andbusiness,and intrastate their contentions as to the

for intrastate transportationnet return under the state
of facts itrates. The multitude which involved makesare

presenthere to aimpossible comprehensive review, even
in mustsummary way.a We be content with a statement
of and withonlythe salient deal those matterspoints

ofafter a careful consideration the entirewhich, record,
■ controllingwe as our decision.regard

(saveIn three cases in particularseach of the certain
ofwith to that the andMinneapolis St. Louisrespect

adopted byRailroad the methodCompany) the Master
was as follows:

for the ofpurpose testingThe taken the suffi-period
ciency year endingof rates was the fiscal 30,1908.the June

all the question,this rates inDuring period, freight and
actually in theforce, exceptionwere with of thepassenger,

1907,ofprescribed by April 18,ratescommodity the act
ofenjoined.which The the reduction inhad been amount

bybeen causedthe intrastate revenue which would have
isthe of shown.application commodity ratesthe

found the of the entirepresent prop-The Master value
used in in theerty carrier,of the the service Statepublic

30, 1908,of ofMinnesota. This valuation was as June
and of new.reproductionwas the basis of the costmade-.-on
The made as the cost offindings originalMaster also to

as value on theconstruction, and to the basispresent
systemof cost entire of thereproduction new,of of the

carrier. of propertyThe estimated value the railroad
within freightwas divided the andthe State between

groasthe of thepassenger uponbusiness relation revenue
partderived from.each. The of the total value which

assignedwas thus to the withinfreight business the
Slate was divided between interstate andthen the iritra-
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freight grossbusiness on the basis of andrevenue;state
was made between the interstate anda divisionsimilar

assignedof the value to thepropertyintrastate business
wayIn this the founddepartment. Masterpassenger

in intrastateproperty transporta-value of the usedthe
heupon computedand which thetion, freight passenger,

byreceived the carrier.net return
no to the amount ofdisputeThere was substantial as

to or as itsassignablerevenue the State tothe entire
business,interstate and intrastate as andivision between

in which the revenue wasexamination of the transactions
requisite appor-permitted makingobtained the of the

tionments with certainty.reasonable
expense incurredThe Master ascertained the totalalso
expense was firstcarrier within the State. Thisby the

and business. Thosefreight passengerdivided between
in each sort ofdirectlyof cost which were incurreditems

directly assigned;business, not common to wereboth,and
cent,sixty peritems were found to cover aboutand such

of commonremaining items,The thoseexpenses.of all
the'freight and passengerwere divided betweenexpense,

them,of of revenuerelation,the as to mostuponbusiness
engine-miles.train-miles, others,and as to the of revenue

withinexpensethus ascertained the share of theHaving
departments re-freight passengerof andthe theState

share, case,in eachto divideit remained thatspectively,
business.and intrastate Thisthe interstatebetween

ofmade, freight expense,in thewas caseapportionment
basis;”ton-mile“equatedwhat was termed anupon

uponof anexpense “equatedthe case passengerand in
say, the Master con-basis.” That is topassenger-mile

doingof the intrastateperthat the cost ton-milecluded
and one-half thebusiness was at least two timesfreight

andfreight business,ton-mile of the interstatepercost
to theaccordingfreight expensehe the totaldividedhence

intrastate ton-miles afterof the interstate andrelation
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the had two andbeen increased one-half times.latter
In expense,the case of the hepassenger concluded that
tire cost inper passenger-mile the intrastate business was

cent,per greaterat least fifteen than that in the interstate
business, passenger expenseand the total uponwas divided
Ihe of passenger-milesrelation after in-increasing the
trastate passenger-miles per Byfifteen cent.1 the use of

factors, theequalizing same result was obtained upon what
2was ancalled revenue basis.”“equated

1 followingThe ismethod illustrated from the extract from the find­
ings in the Northern Case:Pacific

EQUATED T.ON-MILE BASIS.
1Freight basis of Intrastate—On

costingmileton as much as 2.5
Interstate ton miles.

OperatingEquatedActual Proportion Exps.
mi. 130,580,988X2.5=326,452,470=25.362%Intra. ton $1,355,273,82

=Inter, 960,709,494X1.0 960,709,494=mi.ton 3,988,444.43'74.638%

1,091,290,482 1,287,161,964=100.% $5,343,718.25
EQUATED PASSENGER-MILE BASIS.

Passenger basis of 100 Intra-—On
passenger costingmilesstate as

passen-115 Interstatemuch as
ger .miles.

OperatingActual Equated' Proportion Exps.
pas-Intrastate

=senger 52,317,140X1.15miles 60,164,711=37.347% $863,325.18
pas-Interstate

=senger 100,931,180X1.00miles 100,931,180=62.653% 1,448,306.77

=153,24.8,320 161,095,891 $2,311,631.95100.%
2 Equated theRevenue Basis. —In case of the Northern Pacific Com­

itpany was freightfound that the relation of per perrevenue ton mile
from business,derived the comparedintrastate as with the interstate

tpbusiness, was as 1.4387 is 1.0000. The perrelation perof cost ton
proportionin the intrastate business inmile to revenue, to the cost
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The net of interstate and intrastateprofits the busi-
nesses, passenger andrespectively, freight, were then

by deductingfound the expenseshare of fromapportioned
cent,share of andapportioned revenue, perthe the rate

upon assignedof the net the toprofit property value each
of business was Thecomputed.sort Master concluded

that from transportationreturns intrastate werethe^
and inunreasonably low hence that the rates question

confiscatory.were
■ validityThe of depends uponthe result the estimates of

of propertythe value the within the State and the appor-
both of value expensetionments and of interstatebetween

operations.and intrastate

per proportion revenue,mile in interstate inper ton business to was
1.0000,as 1.7377 is asthen found to be to follows:

250 1.73771.4387

100 1.00001.0000
freight bymultipliedactual intrastate revenue was 1.7377 toThe

equated percentagesthe revenue and thus the ob-obtain same were
equated basis,ton-mile asas on the follows:tained

EQUATED REVENUE BASIS. FREIGHT.

RevenueEquatedActual Revenue

SI,555,342.92X 1.7377=$2,702,719.39=25.362%Intrastate
=7,953,734.41X1. 7,953,734.41=74.638%Interstate

$10,656,453.80=100.%
per andrevenue mile intrastatepassengerrelation of interstateThe

thus,1.0000;is the relationto as 1.0092 and of costfound be towas
in ns 1.1395 is topassenger mile relation to revenue was 1.0000.per

madethen asdivision was follows:The

EQUATED BASIS. PASSENGER.REVENUE

Equated RevenueActual Revenue

1.1395=$1,156,763.81$1,015,150.34 XIntrastate' =37.347%
=1,940,718.17X1. 1,9401,718.17=62.653%Interstate

$3,097,481.98=100.%
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cases,It will be convenient to up-thetake three sep-
arately:

1. Northern Railway Company.Pacific
value, Aprilpar 30, of1908,The the stock of this com-

pany was' found to be $215,539,634.99, and of the bonds
total,$190,256,577.66; $405,796,392.65. (Included in this

capitalof stock isstatement the $60,539,634.99sum of
30,to April 1908, uponreceived subscriptions to new

capital ($95,000,000)stock authorized by stockholders'
7, 1907.)Januaryresolution

and theirThese securities value in the market uponrest
ofthe thepropertyentire company. They include assets

(forvalueof considerable example, the' stock of the
ImprovementNorthwestern Company owning extensive

lands) which, however,coal do not form part of what
may thebe called operating property of the orcompany,
that to the publicdevoted service, upon which the fair

is (15return to -be calculated I. C. Rep. 376, 397, 407).C.
to theReferring market value the securities, the Masterof

said: “Assets and notproperty devoted to public service
valued, theyhave not been asand are a large element in

itstock valuation follows that ofvalue bonds and stocks
is unreliable andwholly cannot be used in these cases

inas an determiningelement the value of operating prop-
erty a foror as basis rate-making.” In this view the

undoubtedly right.Master was
producedMuch evidence was before the Master for the

actualpurpose showingof the cost of construction and
of the entire railroadequipment system from begin-the

ning to 1908.April 30,down This, the states,Master
could be shown theonly by corporate books and records;
and in ofearly originalthe thehistory company these are
somewhat obscure and uncertain and, by reason of lapse

time,of could not bybe verified proof.other The total
investment systemcost of the railroad of the Northern

thusPacific wasshown, $369,252,755. This included
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to properlynot bethe Master heldcertain items which
after their deductioncost,a of the andpartallowable as

Of this investment$312,243,555.the tocost was found be
by the com-it evidence-submittedcost, appears from the

$128,184,985.82of wassumpany’s controller that the
im-and forexpended equipment,for construction and

the fromprovements betterments, during periodand
The Master found30, 1908.September 1896, to1, April
substantiallymileagethat isMinnesota trackthe 21%

1and that if themileageof the of the systemtrack whole
assignableamountcost theproportioned accordingly,were

and equip-to constructionthe of the entire cost ofState
• $65,571,462.would bement, stated,as

in confirminghowever,The and the court belowMaster,
uponhis to be predicatedthat rates were notfindings, held

the original investment.
new, theofTaking, basis, reproductionas the the cost

systemrailroad orMaster of entirefound the value the
$452,666,489.2beof this tooperating companyproperty

inwas thesystemof of whichportionThe value that the
found, on the sameof Minnesota was separatelyState

this estimate ofuponto be It wasbasis, $90,204,545.
State, as apportionedpropertythe value of the in the

business, that thethe intrastateinterstate andbetween
computedMaster the of return.rate

yearfor the fiscalprofitstotal net companyThe of the

1 mileage systemof the wasThe found that the total trackMaster
was 1625.20. Inmileage in Minnesotaand that the track7695.80
Inyards Minnesota, asspurs, sidings included.eases and wereboth

industrycompany’s “passing, side andby statement, thetheshown
singleleaving track,thefor andmiles,to 512.41tracks” amounted

1112.79oftrack, miles,main a total miles.and thirdsecond
2 of the Pacificdid interest Northernnot include theThis estimate

which was under construc­Spokane,in Portland &Seattle Railroad.the
RailwayFalls ortion, Big & the MinnesotaForks Internationalor the

lines in Manitoba leaseRailway, or. in certain under& International
' operating system.part thefound not to be ofwerewhich
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ending (inter-30, 1908,June from its Minnesota business
intrastate)state and towas found be $5,431,514.56. This

equalwas to on the entire ofvalue theestimated6.021%
property. showingThis of the results of the entire business

importanceat once directs attention to the of the methods
adopted making apportionments,in but before consider-
ing question presentedthese, isthe as to the soundnessnf

underlying May acceptedthe estimate of value. it be as a
finding confiscatory?basis for a that the rates are

enteringValues. The items into the valuation, are
1margin.*set forth in the

1 Valuation —Northern Pacific.

right way, yards1. Lands for of and . . $21,024,562terminals.
Grading, clearing grubbing..............2. and 12,331,541

work, rip-rap, retaining3. Protection 374,091walls......
4. 253,250Tunnels..................................

.5. andCross-ties switch-ties ’......'............ 3,657,576
6. Ballast 1,960,969....................................
7. 5,645,307Rails:....................................

fastenings.............................8. Track 727,228
Switches,9. frogs crossings......... 303,717and railroad

10. layingTrack surfacing............ 1,600,591and
Bridges,11. 3,586,063trestles and culverts..............'...

12. Track bridgeand 28,073tools......................
Fences, signs................13. cattleguards and 471,609

•Stockyards14. and appurtenances................ 37,098
stations,......................;______15. 436,489Water

'16. Caal 120,039stations.............................
Stations,17. buildings .and fixtures 920,423.:...........

18. buildings.....................Miscellaneous 1,054,874
19. power plants, gas plantsSteam .and electric 196,338:. ..

repair20. shops..........General 1,162,934
Shop21. machinery 529,322and'tools. ...................
Engine22. houses, 1,026,346turntables and cinder pits.....

23. Track 38,520scales...............................
24. Docks and . 768,306wharves ....'...................

)Interlocking plants25. and
114,430signal26. other apparatus f
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item is:The first
and terminals—yardsright-of-way,for“Lands

$21,024,562.90.”
or im-without structuresland,the bareThis is' for'

cost of reproductionthe entireany sort, asprovements of
existingall the structureserectingroad andbuildingin the

that theThe Master statesis items.in othercovered
up as follows:for land is madeamount,thus allowed

ap-PaulSt.properties,“Terminal
Read,of Watsonpraisement

bymodified rail-& asTaylor,
$7,645,100.24company..............road

offor cost ac-“Add cent theper5
and consequentialquisition

382,255.01damages...................

285,145telephone ... -.........lines.andTelegraph2g" £
73,654office furniture...................General283^.

(Absorbed above)inof29. Solidification .roadbed.
28)^..... $58,728,685Total 1 to

legal expenses,superintendence,Engineering,30.
2,785,036per 1 to 28......................cent43/2
3,454,04031. Locomotives......•........................
1,349,829equipment.......................Passenger32..
7,519,722equipment......................Freight car33.

372,477equipment...................34. Miscellaneous
equipment (none)35. Marine

$74,209,7891 toTotal items 34........
material —absorbed.Freight on construction36.

3,710,479per 1cent to 34.............Contingencies, 537.
2,658,976in ..'..........supplies Minnesotaand38. Stores

2perconstruction, 4 centduring39. Interest
7,420,9571 to ......................years Items 36

depot,properties, PaulSt.40. in terminalInterest
2,204,344Transfer.........Minnesotadepot,Duluth

$90,204,545
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“Property acquired after appraise-
328,725.69ment.......................

“Minneapolis appraisement of El-
wood, Barney and Ridgeway,

byas modified railway com-
-pany...................... 4,027,616.17

per“Add 5 cent for acquisition and
. consequential damages....... 201,380.80

“Property acquired after appraise-
ment...................... 227,737.26

“Duluth, appraisement of Stryker,
Mendenhall and Little....... 3,602,443.43

25 per“Add cent for value,railway
ofcost acquisition and conse-

damages............quential 900,610.85
of“Total value terminals........ 17,315,869.45

“Lands outside of terminals...... 3,708,693A5
“Grand Total.............. 21,024,562.90”

appellantsThe that noinsist than $9,498,099.2Vmore
should have been allowed.

that,theIt is contended valuation was uponmade a
wrong theory; that it is a speculative ofestimate “cost
of reproduction;” that it. is largely in of theexcess market

adjacent orvalue of similarly situated that itproperty;
representnot the present value,does sense,in any true

conjecturebut constitutes a as to the amount- which
the wouldrailway company have to.pay to itsacquire,
right-of-way, and terminals, onyards .assumption, itselfan
inadmissible, thethat, exist.,while railroad did not all
other toconditions, respectwith agriculturalthe and- in-

thedustrial ofdevelopment State, and location, popu-the
towns,lation and activities of cities,andvillages .were

as they now are.
mayWe first -consider the for findingbasis the with

to therespect terminals,” is,“lands outside that the right-
and grounds,station theof-way etc., outside three cities.
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(a) Lands outside complainants’terminals. The wit-
was Landness Mr. the Commissioner ofCooper, the

has charge grantsof the land for itscompany, who entire
•system, of its and landright-of-way purchases, and has
had a inexperiencewide connection with land values

Inalong the lines of the latter ofrailway. part 1906,the
the State notified to value ofcompany reportthe the its

one ofproperties, a statement in columnrequiring the
column,“market and invalue” another of the “value

for Mr. toCooper was instructedrailway purposes.”
forprepare report.the valuation this From the informa-

tion specialhe in and his owninquiries,received knowl-
and toedge, what he understood be the instruc-following

sptState, headingtions from he down under the ofthe
proper“market the market value in the sensevalue,” not

of that in itterm,.but judgmentwhat his would cost the
railroad the land. This ancompany acquireto included
excess he the have tocompanywhich estimated would

contiguousover the of andpay market value similar
toif it called undertake such a re-property uponwere

production' not,It did however,of its right-of-way.
mightfor whichpaymentsembrace an allowance have

mightto thatbe made for beimprovements possibly
or for thecase,the in such conse-upon' propertyfound

damages might possiblywhichor severancequential
or for the of Thesemet, expense acquisition.have to be

he undertook to estimate.outlaysadditionalsupposed
this he the “market value” aspurposeFor increased

generally(in. agriculturalof lands multi-stated the case
it amount set downthree) and reached theplying thusby

it clearlyAs servesrailway purposes.”as the “value for
landto the valuationstheory uponthe whichillustrate

fromexcerpts Mr.followingmake themade,were we
Cooper’s testimony:

ofvalue,ofspeak costyou“The Master: When meanyou
purchase?
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“ of usingwe are thepurchase;Witness: Cost word 'value’
as we arewrongly, talking Italongsomewhat here. is

of thatpurchasing property to-day.the cost

word 'value’ doesn’t seem to“Witness: The me to fit this
all the time we are on ofcase, figuringbecause the cost

and our fromproperty,this instructionsreproducing
if'reproduce.’ Now,use word a rail-the State the

propertyroad could at what iscompany buy gener-
the-wordvalue,its fitconsidered 'value’ wouldally

is thisright,in all but there excess awhich railroad
has to is ac-company pay beyond what generally

as its value which the costcepted increases of re-
a railroadproducing property.

“Q. ofspeakAnd this excess'which now isyou included
reportedin market values as toyour the State and

* *, A. Thattestimony? right.used in isyoiir
term,does“Q.....Well, now, the 'market value’ as

used it in thismaking toyou reporthave the State
here, havetestimony meaning,and the sameyourin

used in the same sense withor is it reference to the
fixed and reportedhave to the State foryoúvalues
right-of-wayon the outside of terminalsproperties the

Oh,of cities? A.larger yes.and outside the
A.“Q. Yes;As in the here? same wascities the rule

inthroughall the Minnesota valuations.applied

‘ toTherefore, your as the ofjudgment value the rail-Q.
is it isalways higherroad thatproperty than the

A.contiguous .property? Yes,value of that, yes,
is truc

every youin what'Q. that, case,So call the market
■ of orcontiguous similarlyvalue is the value situated

with an additional amount which a railroadproperty,
is to A.ordinarily compelled pay? Thatcompany

*i''i**i''i*'i*H*»i*'i*jg



THE MINNESOTA RATE. CASES. 447

Opinion230 U\ S.^ of the Court.

excess;“Q. You into the theputhave valuemarket which
correct,a for A. Thatcompany paysrailroad land? is

Then, you-when-“Q. bythat areyoumultiply three»
three themultiplying by one of elements going, to

upmake excessive cost a railroadto company?
* * * * **A. That is right. _

And“Q. you are unable to how uponstate much the
average you have added to the true or normal mar-

value,,ket to allow for the additional amount which
tocompany pay uponrailroad would have thethe.

is now purchasethat it to the.hypothesis compelled
A. is correct.land? That

“Q. having determined, yourAnd then to satisfaction at
figure youor sum theplacewhat would market value

this to the Company, youof Railroad asproperty
added another sum fordescribed, you havehave.

cost ofdamage, improvements unnecessaryseverance
in abuttingto the Company, property,easements

A. isThat correct.general expenses?and
And in com-“Q. you that, agriculturalhave determined

bymunities addition is shown the use ofthis second
ofmultiple low,A. I think the 3 is toothe 3?multiple

I so in this you goingand testified case. When are
Ithrough country, think thehighlya cultivated:

is notmultiplier enough.of 3
for of“Q. you purposeBut that is what used the the

throughof theright-of-way agriculturalvalue land
is in thisA. That State.right,communities?

in incities, large terminals, youAnd the three“Q. the
asyouto the markethave added what describe

Company,of the ascer-value the lands to Railroad
by already,tained the amountyoudescribedas

showh innecessary produce.the yourto difference
of the terminalstestimony between the valuemarket

is right.and A. Thatright-of-waythe value?
“ toQ. show,And while are able and we can ascertainyou
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testimony,of the amount ofyourinspectionfrom an
market value tothe the Rail-difference betweenthe

described,have theyou right-andCompany,road as
the rural communities orand,.in agricul-of-way value,
difference between the marketthedistricts,tural

value, isright-of-waythe therevalue,andyouto
show,exhibits which will norany yourin ofnothing

' state,to the indifference whatpreparednowyouare
normal, true, ordinarythe markettermedmight be

ordinary individual,to the and thethe landsvalue of
'fixed as markethave the value to theyouwhichsum

if it were tocompelled pur-nowCompanyRailroad
That is correct.”A.chase?

(outsideof the lands of“market value” theThe
and toreportedfixed the State wascities) thusthree

estimated,increased amount in theand'the$2,,008,491.50,
reportedwas as the forstated, which “value rail-manner

” $4,944,924.60. The latter amount waswasway purposes
in this ascomplainants case value ofthebysubmitted the.

thought; that the complainants’Masterlands. Thethe
andmultiplier pera allowed 75largótoowitness used

cent, claimed, $3,708,693.45,oramount thus stat-of the
upon as the “fair reproduc-determineding that this was

allowance,This it willproperty.”.of the betion value
in excess of Mr.$1,700,000 Cooper’sobserved, was about

value” as that termof “market was used inestimate
report.themaking

This term is designateTerminal used to(b) properties.
right-of-way, yardslands for the and terminals inthe

and Duluth.Minneapolis originalSt. The totalPaul,
company (accordingthese lands to the to itscost of state-

information obtainable)based the best includingment on
3Ó,1908, $4,527,228.to waspurchases April 76. The Mas-

fromvalue, apart improvementsas their theter allowed
which, as we have said,made the wereby company em-
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cost,in items of the sum ofreproductionbraced the other
$17,315,869.45.

State,toreportIn valuation for the thepreparing the
in of the citiesCooper employedMr. real estate men each

them, heto maké He instructed asappraisement.an
re-a conservative of the costtestifies, report“to make

inby companythe eachproducing the ownedproperties
Theyof their cities.” divided therespective property

value,units ofinto estimate ofreporteddistricts and their
took theseas, by Cooperfor foot. Mr.example, the square

the appraisersvaluations withreports, discussed their
anknowledge, independentand his formedbyaided own

inincreasing and- some instancesjudgment, in no case
,and(with Minneapolisrespect prop-to certain St. Paul

erty) He then set forthappraisers’ values.reducing the
thein the toreportunder the “market value”heading

State, in testimony quoted,as described the we. have
tocompany pur-his it theestimate of what would cost

mightthatimprovementschase these exclusive oflands,
damagesconsequentialupon them,be. severance and

heThe amountstoexpenses acquisition.and incident
Paul,in St.propertyas follows: For thethus fixed were

Duluth,inin Minneapolis, $4,027,616.17;$7,645,100.24;
and Minneap-the of the Paul$3,555,593.93. In case St.

adopted bythosepreciselythe amounts arepropertiesolis
perto adds 5 cent:in his' and this hefindings,the Master
damages.acquisition consequentialof andto cover cost

of theseappraiserswas of the that theopinionMasterThe
value for rail-“fully with theirimpressedwereproperties
as byverifiedroad and that theirpurposes.” appraisement

by railway companyhim thethem before and modified
fullaccepted as“is a valuation and should-begenerous

it soof and wasproperties,”railroad value the terminal
above, respectstated. Withwith the additionaccepted

appraisementtheproperty, appearsto -the wheréDuluth
estate,ofordinaryrested the valuesuponto have real

qcxxxvol. —29
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the forth as-the appraised value, $3,602,443.43,Master sets
cent,to which he adds orper $900,610.85 railway25 “for

cost andvalue, acquisition consequentialof. damages.”
In-reviewing the courtfindings,the below thereached

inconclusion that “the Master effect found thethat cost
of presentand the value ofreproduction the lands for

in great cities,the terminals the three including therein
all acquisition, consequentialcost of damages, and value
for allowed,railroad use which he onlywas about 30

cent,per more than the normal value of the lands in sales
-between He foundprivate parties. the value of landsthe

the to onlyoutside terminals be twice their normal value.”
From our examination of the evidence arewe unable

to that the mayexcess stated thusbe limited.conclude
What is termed the normal value does not satisfactorily
appear. It will summaryfurther be observed —from the
of valuations we have set forth in the margin 1—that the
amount in 1 yardsthus allowed Item for lands, and

in ofboth and out the threeterminals, ($21,024,562),cities
cent,4)^was in' the total onincluded which wasper

in “Engineering,allowed Item 30 for superintendence,
legal expenses,” againand was included in the total on

cent,which 5. was inper allowed Item 37 for “Contin­
gencies,” and, addition,in includedwas in total onthe

cent,which was inper10 allowed Item 39 for “Interest
construction.”during

These the resultsare of the endeavor to cost-apply the
of-rcproduction method in determining the value of the

It atright-of-way. that,is once farapparent so as the
aupon supposedestimate rests feature ofcompulsory

it Itthe cannot be isacquisition, sustained. said that the
company would tocompelledbe pay more than what

normalis the market value of inproperty transactions
privatebetween that itparties; would lack the freedom

1 note, p.See 442.
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needs,in view of its itand, would have tothey enjoy,
It is also said thatgive price.a this wouldhigher price

market valuepresentbe in excess of the of orcontiguous
It mightsituated well whosimilarly property. asked,be

the conditions that would exist,shall describe or the
ofhypotheticalof the the onexigencies property,owners

that But,-the railroad wereassumptionthe removed?
isit tothis, impossibleaside from in a¡assume, making

tojudicial finding of what it would prop-theacquirecost
compelledbeerty, companythat the would to morepay

It is equippedthan its fair'-market valúe. with gov-the
Inernmental of eminent domain. itspower publicview of

it has been thisgranted privilege in order topurpose,
taken of itsprevent advantage being necessities. I,t

legal rightsto itsuponwould be free stand and it cannot
they disregarded.be besupposed that would .

view,It is in this theurged that, would becompany
bound to the value” of thepay “railway But,property.

railroad to be obliterated tosupposing the and the lands
,be by others,held owner of each wouldparcel.the be en­

condemnation,to receive on its itstitled market valuefair
fof purposes.all its available uses and v.United States

Co., 1913,Chandler-Dunbar Water Power May 26,decided
inIf,229 U. S. 53. of hisany owner, propertythe case such

had a value or forpeculiar special adaptation railroad
that would an elementbe to be considered.purposes,

Company&c. Boom v.Mississippi Patterson, 98 U. S.
States,v. United 147403; 282;U. S. UnitedShoemaker
Co., supra.States v. Chandler-Dunbar But still the in­

tobe as fairquiry property;would the market of thevalue
as to what owner had and not takerlost,the what the

.had Boston 217gained­ Boston,Chamber Commerce v.of
U. The not189, 195. owner would be to de­entitledS.

mightof amount which themandT'payment propertythe.
tobe worth the or of an valuecompany;deemed enhanced

of of anby virtue the for which it orpurpose was-taken;
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value, ofbyits fair market reason addedanyincrease over
fromto its combination tracksresult withsupposedvalue

partto it a ofothers so as make a contin­fromacquired
held in oneright-of-way ownership.uous railroad United
Co., Bostonsupra;States v. Chandler-Dunbar Chamber of

noBoston, supra. There isCommerce v. evidence before
amount whichus from the would beproperlywhich

proceedingscondemnationallowable in such can be as­
■certained.

that attemptit is manifest an toMoreover, estimate
the actual cost ofwould theacquiring right-of-what be

toif were not isthere,the railroad in mereway, indulge
longThe railroad has established;been to itspeculation.

activities of agriculture,have linked thebeen industry
have long dependenttrade. been uponand Communities

growth developmenttheir andservice,its and beenhave
itthe facilities hasupon provided.conditioned usesThe

the communities itin which serves topropertyof aare.
it.by Thelarge degree determined values of property

largely depend upon its isalong its line existence. It an
of the communal Theintegral life. ofpart assumption

timenon-existence, and at the same thatits the values
it isunchanged, impossiblethat rest remain andupon

conditions of'cannot be entertained. The ofownership
the and the amounts would towhich beproperty have

in thepaid right-of-way, supposing the railroadacquiring
ofremoved, beyondto be are reach ofwholly any process

cost-of-reproductionrational determination. The method
of in the ofascertaining presentis service value the plant,

it is and when the costreasonably appliedwhen of repro-
ducing the be ascertainedproperty may with a proper

of -But notdegree justifyit doescertainty. the acceptance
mere Itdepend" upon conjecture.of results which is

judicial power legislativefundamental that the to declare
upon groundsaction invalid constitutional is to exer-be
clear Thecised cases. constitutionalonly invalidityin
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if it upon disputedrests questionsbe manifest andmust
Andinvalidating proved.must be thisthe factsfact,of

facts.as of otherof asserted valueis true
in demonstrates that the ap-these casesThe evidence

Minneapolis propertiesof the St. Paul andpraisements
Master were in substanceaccepted by ap-thewerewhich

peculiarto be the valueof was consideredwhatpraisals
toright-of-way. expressEfforts the resultsof the railroad

of reproduction fail,of a of cost astheoryin termsthe
orthey must, to alter obscure the essentialnaturally

performed.of th'e and Pre-character work undertaken
endeavoringan and toimpossible hypothesis,,sented with

ability expe-to of andit, appraisersconform the —men
manifestly seeking give judg-to their bestrience —were

ment to the railroad worth. Andas what wasright-of-way
it more tomightit believed that cost evendoubtless was

if one to into theproperty, attempted buytheacquire
mightnow exist the difficulties thatas and alltheycities

a wereimagined “reproduction”be as incident to such
toThe conceivedright-of-wayconsidered. railroad was

abe sui “a of land in con-property generis, largea body
“highesttinuous one of theownership,” representing

of and an value.property possessing exceptionaluses”
the Master, withus, approved byThe estimates before as

cent, in case of the Duluth prop-his of 25 theperincrease
“railwayof thetaken to be estimates value”erty, must be

of asand whether or not this is conceivedland; paidof the
ofupon reaequisitionto other a thehypotheticalowners

to sub-is not when we come theproperty controlling
to bestantial decided.question

determiningis in the fairwhether, pres-That question
of as aof the the railroadproperty companyent value

ischarges to the it entitled to a valua-public,of itsbasis
onlynot in excess of the amountright-of-waytion of .its.

in of the valueit, but also in excess marketinvested of.
For the pur-situatedsimilarly property.andcontiguous
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pose of making rates, publicis its land devoted to usethe
•to asbe treated of not(irrespective improvements) only

inincreasing by generalvalue reason of the activities and
of butprosperity community, constantlythe as out-

in this of likestripping increase, neighboring landsall
character, to If rates bydevoted other uses? laid com-
petent justor andauthority, National,state are otherwise

to unconstitutionalreasonable, theyare to be held be
permit a anuponand do returntheyvoid because not

increment so calculated?
It that ascertainingis clear in the we arepresent value

not limited to the of ofconsideration the amount the ac-
tual Ifinvestment. that has or improvident,been reckless

may communitylosses be sustained which the does not
As itscompany may protectedunderwrite. the not be in

if ofinvestment,actual the its property plainlyvalue be
justless, making.ofso the a for the of the prop-return use

erty involves the of its fair if it be morerecognition value
than ownershipits cost. The heldproperty privateis in
and originalit is that of ofproperty, it,and not the cost
which the owner may deprived processnot be without due
of But still it in calling,law\ is aproperty employed public

tosubject governmental underregulation and while the
guise of such it isregulation confiscated,not itmay be
equally true that is tothere attached its use the condition

chargesthat to the shallpublic not be unreasonable. And
thewhere is as to fair ofinquiry the value property,the

.in order to determine the ofreasonableness returnthe
by rate-makingallowed the itpower, is not toadmissible

to propertyattribute the byowned a specú-the carriérs
lat'iye of value,increment over the amount in itinvested
and beyond the value of similar by others,ownedproperty
solely by ofreason the fact it publicthat is used in the
service. That would to disregardbe the essential condi-
tions publicof the use, publicand to make the use de-

publicstructive of right.the
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infor these casessought “railway value”The increase
of carrier and theover all the overoutlaysis incrementan

isin It an incrementvicinity.land thevalues of similar
criterion,anyto known but mustwhich cannot be referred

which-judgment finds noexpressionon a mere ofrest
in transactions of the businesstest or theproper standard

in the last mustanalysisIt is increment whichworld. an
rest, the of the railroad com-of value use ason an estimate

it anuses;business involves appreciationwith otherpared
(whenrates rates are inof the returns from themselves
generalization sub-sweeping embracingand adispute)

of the For ancommunity.all the activitiesstantially
of character there is no warrant.allowance this

a,entitled to reasonableAssuming companythe isthat
general of communities whichprosperityin the theshare

itsit to to an increaseserves, propertyattributeand thus
from im-apart anyso allowed,in the increasevalue, still

cannot extendproperly beyonditprovements may make,
inof normal market value of land theaveragefair thethe

a we enterhaving similar character. Otherwisevicinity
that itconjecture.of mere therefore holdthe realm We

right-of-way,of of theto base the estimates valuewas error
upon “railwayterminals the so-called value”yards and

nowould havecompany certainlyof the Thepropérty.
if forit allowed a value theseground complaintof were

market value of similaraveragelands to the fairequal
ofvicinity, bywithout additions the useland in the

hypotheticaltootherwise, outlays.or covermultipliers,
conjecturalfor cost ofmade below ac-The allowances a.

damages must-beconsequential disapproved;andquisition
think it was error to toview, we also addin this theand,

of landsthe value the the furtherpresentamount taken as
which were iflvalue,on that embraced thesums, calculated

superintendence, legal“engineering, expenses,”ofitems
during“contingencies” and “interest construction.”

estimates, pointsof the and thereason of the natureBy
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addressed,to which the was the amount oftestimony .the
landfair of the cannotcompany's satisfactorilyvalue be

evidence-, sufficientlyfrom but it appearsdetermined the
for reasonsthe we have stated that amounts foundthe

largelywere excessive.
Finding this proof,defect in the it is not tonecessary

objectionsconsider the relate to fromwhich the sources
or'propertywhich the was derived its mode of acquisition,

or which urgedthose are to inclusion of certain landsth.e
is saidwhich it were not ofactually partused as a the

plant; express uponand we no merits ofopinion the these
contentions.

The than as statementproperty land,other the detailed
allshows, construction, includingembraced items of road-

bed, bridges, tunnels, everyof andetc., sort,structures
all andappliances reproductionThe cost ofequipment.
new was ascertained forby pricesreference to the such
work In of rangeand view the of the questions.property.
we called to not extendupon consider,have been we shall

for of oropinion reviewing estimate,this the thispurpose
upon it,of to in aspassing exceptions various items their

- ■not the result.disposition affectwould
cost of reproductionThe Master allowed new with-the

depreciation.out deduction for It was denied thatnot
depreciation said,there in fact. Aswas- the Master

on and the“everything above road-bed fromdepreciates
eightwear and weather stress. The life of a from totie is

only.ten years Structures become antiquated, inadequate
or dilapidated.and more less Ballast renewal,requires
machinery-tools out, cars,and wear locomotives and

goestimeequipment,'as on, are worn out or discarded for
But it foundtypes.” depreciationnewer was that this

was than by appreciation;more offset that “the road-bed
inconstantlywas itincreasing value”; that “becomes

andsolidified, slopes or excavationsembankments become
settled and stable and so the resist the effects ofbetter-
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it to surfacefrost”; adjustedrains and that “becomes
isadjustment permanentmade con-drainage, and the by
and that in aways,structures and otherrip-rap”;crete

far onelong newlyroad-bed in use “is more valuable than
de-large partIt said that “a of theconstructed.” was

renewals,is of constantpreciation bytaken care repairs,
an-beingadditions a sufficient. sumreplacements,and

this,thatto this sopurpose,set aside and devotednually
theadaptationof and towith the road-bedapplication

togetherand thecountry public served,needs of the of
allworking deprecia-with . . . offsetscapital fully

notof the roadtion the physical propertiesand renders
new.” Andof reproductionless valuable than their cost
“knowledgetheuponin the point,a further statement

to serve” werefrom and “readinessexperience”derived
mentioned as additional offsets.

ofmatterdispositionthis of theapproveWe cannot
in theallowed,appearsIt that Masterthedepreciation.

adaptationforthe sum of $1,613,612cost of reproduction,
included, theinbeingof thisroad-bed,and solidification

ofengineerestimate of thegrading beingitem of and the
allowed.to beproperthe state commission of the amount

isinIt is also to be noted that the depreciation question
replace­has andby repairsnot that which been overcome

existing plantin thedepreciationbut is the actualments,
to in­new It would seem becompared with the one.as

beshouldmany parts plantthat in of the thereevitable
in andexampleas for old structuresdepreciation,such

estipnateAnd anremaining on hand. whenequipment
thereproductionon of new,of is made the basisvalue

be and de­of should shownexisting depreciationextent
done in the statement sub­apparentlyThis wasducted.

to Commercecompanymitted this the Interstateby
within the Rate Case in connectionSpokaneCommission
sys­of of of the entirereproductionan estimate the cost

396.)(See C. Rep. 395,of 1907. 15 I. C.March,tem as In.



TERM,458 OCTOBER 1912.

Opinion of the Court. 230 U. S.

case, appearsit that thepresent engineerthe of the state
depreciationcommission estimated the in propertythe

and nine Millioneightat between dollars. If there are
entering into the ofitems estimate cost which should be

appreciation,credited with this also should soappear,
comparisonthat instead of a broad there should be specific

itemsfindings showing the which enter into the account of
on bothphysical valuation sides.

It must be remembered that we are with aconcerned
of confiscation ofcharge property by the denial of a fair

its use;return for and to determine the truth of the
ischarge soughtthere to be ascertained presentthe value

of Theproperty.the realization of prop-the benefits of
alwaysmusterty depend in'large degree on abilitythe'

of thosesagacityand who employ it, but appraisementthe
is of instrument of publican service, as property, not of the
skill the Andof users. when particular physical items are

as soestimated worth much ifnew, in theyfact be de-
this amountpreciated, should be found and allowed for.

If is not done,this the valuation is manifestlyphysical
itincomplete. regardedAnd must be as incomplete in

this cáse. Knoxville Knoxvillev. 212Co.,Water 1,U. S. 10.
Apportionment Values. As the rate of net fromreturnof

the (interstateentire Minnesota business and intrastate)'
cent,the testduring yéar was 6.021 per on a valuation of

$90,204,545, and greaterwould be if computed upon a
less value, broughtwe are to the question whether the
methods of apportionment adopted are so clearly ap-
propriate and accurate as to require a offinding con-
fiscation of property-used in the intrastate business.

The apportionment of the value of the asproperty,
found, between the and intrastate business wasinterstate

from,uponmade the basis of the gross revenue derived
each. This is a simple, method, easily applied, and for
that reason has been repeatedly used. It has not, how-

this,éver, approved by apdcourt itsbeen correctness
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may cases whereDoubtless,, there bechallenged.is now
anyinconvincinglysofacts confiscationthe would show

computa-for errors infullevent, possibleafter allowance
offrom the usearisingto negligible questionsas maketion,

is of that character.methods. But this caseparticular not
it division of themethod,of this is said that asupportIn

earnings is aaccording grosstovalue of the property
and thereforeuse,”the “value of theaccordingdivision to

ofto be clear that the valueBut it would seemproper.
earningsearnings. grossis Theby grossthe use not shown

leaving little or nomay by profit.be consumed expenses,
so far asthe intrastate rates were- reducedIf, example,for

wasonly profitableno net and the businessprofits,to leave
it be said thatbusiness, certainlythe interstate could not

revenue.by grossthe of the was measured thevalue use
not that the relation of to revenueexpenseIt is asserted

in on it is in-contrary,is same both thebusinesses;the
widelyis different. The Master found thatsisted that it

business,in asthe ton-mile the intrastaterevenue per
the in interstateperwith revenue ton-mile thecompared

onbusiness, And, his.assumptionwas as to 1.0000.1.4387
business,as to the extra cost of doing the intrastate

inhe the cost ton-mileperreached the conclusion that
to the ton-mile in the intrastateperrevenueproportion

business, asbusiness, interstate wascomparedas with the
contended, accordingto is to the com-1.7377 1.0000. It

cent,10 of theonlythat a little over entireputations, per
($5,431,514.66)net of the tést was madeyearrevenue

cent,90business, perin the intrastate and that thereof
in butbusiness; approximatelywas made the interstate

cent, theper. assigned21 of the value of waspropertytotal
to the intrastate business.

theproperty accordingIf the is to be divided to value
isplain gross-earningsit isuse,of the that the' method

not accurate measurean of that value.
Chicago, Ry.In Milwaukee &c. Co. v. 176Tompkins,
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court167,S. the below had found ofthe value theU.
inplaintiffs’ property South Dakota to $10,000,000,be

■ had itand divided between the andinterstate intrastate
accordingbusiness to the gross from each.receipts Mr.

Justice inBrewer, delivering the ofopinion court,the
to thereferring reached,after result said:

result indicates that“Such.a there is something wrong
-byin-the which the conclusionprocess is reached. That

was, can be made apparent bythere further computations,
willand in them we take even numbers as more easy of
Suppose the totalcomprehension. value of the property

$10,000,000,in South Dakota was and receiptsthe total
and "localboth from interstate $1,000,000,business were
Then,one half from each. toaccording the method pur­

court,the trial the of1bysued value the inproperty used
receiptsearning local would be and$5,000,000, perthe

cent, be,toreceiptsof pervalue would 10 cent. The
being unchanged,interstate' let the local receiptsreceipts

•by a scheduleproposed be reduced to one fifth of what
been, so thatthey $500,000had of receivinginstead the

company only $100,000.. The total receiptsreceives for
local.«business,and beinginterstate then $600,000, the

of $10,000,000,valuation divided between the two, would
give property engagedto the in earning receiptsinterstate
in round numbers toand that$8,333,000, engaged in
earning local receipts $1,667,000. $1,667,000But if
worth of earnsproperty $100,000-it earns six per cent.

words, althoughother theIn actual fromreceipts local
onlybusiness are one fifth of what they were, earningthe

is fifths ofcapacity three what it was. And toturning the
itthe problem, appearsother side of that if the ofvalue the

in interstatesproperty éngaged business is to be taken as
earned)$8,333,000, and it $500,000, its earning capacity

was the same as in localemployed business —six perthat
that thealthoughcent. So rates for interstate business

undisturbed, the process bybe which the trial court
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indiscloses the theits conclusion same redüctio'nreached
of inearning capacity property employédthe interstate

inin that local in whichemployed business,asbusiness
176-177.)reduced.” {Id., pp.rates arethe

byof the as measured beuse, return,value cannotThe
the returnthe criterion itself is in question.made when
allowed, basis,return, formerlyas be taken theIf the as

ofvalidity the State’s tothen the reduction would have be
veryby the rates which the astested State denounced

And, if the return permittedexorbitant. as under the
taken,be then the State’snew rates action itself reduces

of value whichuponamount the fairness of the returnthe
computed.to beis

When rates are in it tocontroversy, would seem be~
to find anecessary basis a division of ofthe total value.for

revenue,property independentlythe of and this must be
in made of thefound the use that is property. is,-That

be to eachassignedthere should thatbusiness, proportion
of the whichpropertytotal value tocorrespondof the will

of its in that isemploymentthe extent business. It said
inextremely difficult;this is because ofparticular,that the

anecessity makingfor division between andthe passenger
andbusiness the obvious lack correspondenceoffreight

ton-miles and doespassenger-miles. Itbetween not
however, that the onlythese are units availableappear,

division; and it would seem that, assigningfor such a after
and freight departmentspassenger respectively,to the

each,used inexclusively comparable use-propertythe
be found which would afford the basismightunits for a

division with to used inrespect property com-reasonable
that other methods ofsuggestedIt is calculationmon.

to theunfavorable state rates, but thisequallybewould
assume.cannotwe

methodsayto that the adoptedhere isIt is sufficient
courtto the injustify it auponnot of a character basing

confiscatory.arethe ratesthatfinding
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As stated, it wasExpenses. alreadyApportionment of
that thefreight operatingdividing expenses,in theheld

andfreightintrastate business twothe wasdoingofcost
doing freightof the interstate business.thattimesone-half

accordingdivision of was madeexpensesthesay,isThat to
intrastate,and intrastateinterstate after theton-miles,to

increased two and times.one-halfhad beenton-miles
is whether the estab-proofquestionsubstantialThe

degree certaintywith that of whichcostthis extralished
a decree invalidatingsupportto the stateis requisite

rates.-
cost of intrastatethe business was notthatIt appeared

set in the accounts or statistics ofuporkept separately
company.the

testified ascompanythe to his judg-ofpresidén'tThe
based, inmatter, which was the absence ofin thement
facts ofgeneral operation.the Hisaccounts, uponsuch
of eminent railroadthat otherbytestimony supportedwas

& Minneapolisin the Great Northerntestifiedmeii, who
into theentering greaterThe elementsLouisSt. bases.and

to be:business were defineddoing intrastateofexpense
shorter, (in the case of thebeinghaul wasaveragetheThat

transporta-miles forPacific) 104.52 intrastateNorthern
miles for transportation;interstate485.3againstastion

had to be twicehandledbusinessstatethat the at.termi-
short-haul business used most valuablelocalthethatnals;

handlingto obtain its properin orderfacilitiesterminal
thosedistributing centers, and usedlargerfrom the

didextent for the tons handled thangreaterto afacilities
ofbusiness;'that the amount clericalthroughlongerthe

in localcohnéction with the businesslaborwarehouseand
long-haul throughin the case théthan ofgreatermuchwas

ingreaterwere thedamagethe ofthat chancesbusiness;
ofgreateróf numberbecause theshort-haul business

transactions; in the short-haul businessthatindividual
loadingfor and unload-'equipmentofexcesswas anthere
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lighter”;way freightlocal or trains were “loadeding; that
on greaterwear and tear the local trains wasthat the

there wasstarting; thatfrequent stoppingbecause of and
togreater damage equip-inswitching resultingincreased

generallythat the local was' ontracks;ment and train.
hours a and thereforethroughthe road more than train

in stations thecoal;more that .the smallerconsumed
shifting large; manywas that of local trainsamount of the

station,at eachinvolving stopstwopassengers,carried
and local freightfor the other for thepassengerscine

in-that the manner of of local trainswork; operation
injurythe chances of to that the short-employes;creased
irregularly spasmodicallymoved and andhaul business

onlycapacityits were worked at their fullthat facilities
for limited periods.

considerations,From which were elaborated in thethese
the conclusion thattestimony, the witness reached the

any-intrastate business costs“so-called short-haullocal
orfrom to six seven times- as much as the so-where three

through Ininterstate business.” thelong-haul,called
case, the expressed opinionNorthern witnesses the.Great

freightofthe extra cost intrastate was three orthat
freight.than that of the interstategreatertimesfour

that it four to sixsaid would be from times.witnessOne
estimates, understood,it is had relation the costThese to

ton mile.per . .
do not that businessdispute carried forappellantsThe

on expansivedistances local trains is Inore thanshort the
other, it thatbusiness,of but is insistedhandling this is

itto the different train servicesolely receives.-due that
fromthroughthat all trains startIt is said divisional

other,run from one end of the division to theandpoints
the are upthat local trains made ofstop;without cays

pointsdestined for intermediatecarrying business the
allup originatingand take trafficof the divisiontermini

stations; that the word asat the intermediate “local”



464 TERM,OCTOBER 1912.

Opinion of the Court. 230 S..U.

trains is not withsynonymous intrastate,to theseapplied
' carry large partlocal trains a of thethat thebut interstate

receiving distributingin and andit; byboth thattraffic
of the extra cost of thegreaterthe local trainpartfar

chargeable tois interstate business. Itproperlyservice
that so far as this expenseinsisted extra canis also be

it isbusiness,to intrastate adequately bymetcharged
business,revenue of that which peradditional tonthe

with the interstate business, is asmile,. comparedas
to 1.0000.1.4387

propositions,these and to meet theTo establish testi-
complainants’ witnesses, in-appellantsof the themony

calculations,series ofan elaborate made abytroduced
accountant, which were deduced from theprofessional

of theextended examination records ofof an theresults
made computationswitness as toThe thecompanies.

road, dividingon each itfreightof the betweencharacter
freight upon operatingeach division,localthrough and

intrastate andsub-dividing it between interstateand then
thatby appellantscontended the theseIt isfreight.

in casethat ofsufficient to show thearecalculations the.
cent, freightof thePacific, perabout 91 onNorthern

cent,9 perand aboutwas interstatetrainsthrough
local, thethat on the trainsand interstateintrastate,

cent, intrastate,to and theper68.67freight amounted
of this witness were alsoCalculations31.33 cent.per

expenseshis of totalshowing division .the be-introduced
andbusiness,and then in.freightpassengertween the

■ andbetween the interstate intrastateeach department
these,of it estimated that,means wasbusiness; byand

to(assuming them havein beenunder the rates question
fiscal, ending 30,of the Juneyearto the businessapplied

directed), thecalculations were net1907, to thewhich
a whole wouldbusiness as haveon the intrastateprofits

cent, upon anperthan six amountslightly morebeen
attributed to thatpropertyshare of valuethetoequal
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estimate and apportionmentthe Master’s ofbybusiness
total value.

by appelleesare the ascomputationsThese assailed' ,uponas erroneous estimates. Weinaccurate and based
details, theand, present purpose,into the forgoshall not

rightthat the are inappelleesassume theirwe may
criticism.

Our be stated. Themay brieflyconclusions statements
complainants’of the as to the extra cost ofwitnesses

business,’while as expressionsentitled tointrastate respect
involve and difficultopinion, manifestly generaliza-of wide

aid of statisticalThey embrace,tions. without the in-
testsderived from and submittedappropriateformation
ofanalysis,careful a estimate all the conditionsgeneralto

and an effort to in the terms of aexpressof transportation
relation, or what could beratio, clearly accuratelydefinite

investigationand minute ofonly by prolongedarrived at
towith the actual traffic as itparticular respectfacts was

extra asbeing cost,carried over the line. The estimated
not ofwitnesses, predicated simply haulageisby these

freightof all the of theoutlaysbut servicecharges,
ofexpensésshare' of the for maintenanceincluding waythe

assigned freight department.to Andequipmentand the
stated, expressto be must alsoratio, accuratelythe the

thesuitable discrimination betweenresults of a interstate
trainstraffic on and localthrough respec-and intrastate

an of of theof attribution the share ex-properandtively
local train the interstate traffictra cost of service to that

it. The wide of the estimates of extrarange cost,uses
or of theto six seven times that interstatefrom three busi-

mile, both andton shows the theper difficultyness lack
incertainty passing judgment.of

that ofopinion on an issue this' characterWe ofare
validity ofthe constitutional state•involving action,

submitted,ofgeneral respectthe sort here withestimates
beto so intricate and should notsubject important,a

• ccxxx —30vol.
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.sustainproof to a con-findingas ofaccepted' adequate
keptaccounts have not been sofiscation. While as to show

of and business,cost interstate intrastatethe relative
onof the traffic andthroughhandledgiving particulars

presentingand data fromtrains,local which such extra
ofmay be,as intrastate business be suit-cost, maythere

it to im-determined, appearwouldably have been not
to had such accounts kepthave or statisticspracticable

during test periods properlyat leastprepared selected.
that this would have aIt be said been difficultmay very

havingthe assailedmatter, companybut the constitu-
and orders was boundof the state acts to estab-tionality

and toits it was entitled rest oncase, expressionslish not
it powerwhen it had in its tojudgment presentof accurate

courtpermitwould the to draw rightdata which the
conclusion.

separately the findingsWe need not review with respect
of passenger expenses,to the division theas same con-
involved,are with the however,siderations distinction,

costthat the-extra attributed to the intrastate business is
as comparedsmall thatrelatively chargedwith to intra-

And, in offreight.state view the conclusions reached on
controllingthe we havequestions considered, expresswe

toopinion respectno with the method inadopted dividing
expenses passenger freight departments.between the and

determiningFor ofpurposethe the per-whether rates
return,amit- fair the results of the entire intrastate busi-

into Duringness must be taken account. the yéartest
revenue,the as found,entire from the intrastate business,

passenger freight, amounted to $2,897,912.26.and All
the rates inin were thequestion force-save commodity
rates and is foundit further that -the loss that would have
accrued ih byintrastate commodity business, the applica-

oftion the ratescommodity which underwere injunction,
would have to $21,493.67.amounted

ofAs neither the expensesshare the properly attrib.-r
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business, nor the ofthe intrastate valueutable to the
it,in was satisfactorily shown,property employed and

theappear upon proveddid not facts that a fail-hence it
to the company,been denied we are ofreturn had the

complainant failed to sustain his bill.that theopinion
Railway Company. The(2.) Great Northern Master

broughtat time this suit was. parfound that the the value
wascompany $149,577,500,of of the and ofthe stock

total, $232,697,439. On$83,119,939; 30,1908,bonds June
of the stock and of$209,962,750, bonds,the value waspar

$307,918,689.39.total The$97,955,939.39; property upon
and their in the marketwhich -these securities value are

includes, found, veryit is a considerable amountbased
not to the publicdevoted service.

of company 30, 1908,The balance sheet the of June
thethe book valuation of entire system, employedshowed

service,in to amount topublic $319,681,815.the The
various itemsMaster held that were included which

partas a ofproperly cost,were not allowable the and de-
these, there remained as the of-book-showing theducting

inexpended and equipment,total amount construction
mileageThe Minnesota foundtrack was$295,401,213.

cent,32.59 theper mileage,to of totalpracticallybe
basis, the assignableamount to theand this Stateupon

cost, $96,271,255.as amounted tostated,of totalthe
reproductionfound that the cost ofMaster newThe
Thesystem $457,121,469.1was value of.thethe entireof

insystem found,of the Minnesota separatelywasportion
reproductionof to benew, $138,425,291.on basisthe

theduring yearthe test fromcompanyThe ofprofitsnet
business, intrastate,interstate and wereits Minnesota

cent, upontoequál per5.909 this esti-$8,180,025.11,
mated value.

(lie are ixiestimate the sameenteringitems into'the
1 company Spokane,inthe of the thenot include interestThis did

Railroad, underor lines construction.Portland & Seattle
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set inas those forth the estimate of the valuecharacter
of the Northern Pacific Company.1of the property

reproduction allowance,in thisIncluded cost was an
right-of-way, yards terminals,”for offor “lands and

as follows:$25,172,650.80,
Paul, appraisement of Read,“St.

Taylor.......$and 6,433,348.00Watson
“ cent, for cost ofper5 acquisi-Add

consequentialtion and dam-
ages....................... 321,667.40

El-“Minneapolis, appraisement of
Barney andwood, Ridge-

way.......................' 11,619.765.00
cent,“Add for cost ofper acquisi-5

and dam-consequentialtion
ages.................. 580,968.15

“Duluth, Stryker,ofappraisement
Mendenhall and Little....... 713,280.00

cent, value,“Add 25 for railroadper
andcost of conse-acquisition

quential damages............ 178,320.00
of terminals........“Total value 19,847,366.55

“Lands outside of 5,325,284.25terminals......
25,172,650.80”“Grand total...................

thusappraisementsThe referred to, byadopted the
Master with the additions stated, bywere made ap-the
praisers in the three' cities who employedwere in the case
of Pacific Company.the Northern The valuations were

time,same and uponmade at the the same basis, as the
valuations incorresponding that case and are to theopen

same In theobjections. company’s estimate of the value
of the lands cities,outside these the amount stated as the.
market value was largely increased to “right-obtain the
of-way value”; torespectwith lands in agricultural sec-

1 pageSee 442.
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generally multiplied- byvalue” wastions, the “market
of the com-amount of the estimatethree; and of the total

cent, inseventy-five per as thethe Master allowedpany
Pacific case.Northern

cent, values,landper aggregateof theaddition,In M/i
super-in item forfound, “engineering,as was allowed the

further allowance ofintendence, legal expenses” and the
cent, made in the item of16 of these land values wasper

cent, for 4during (4 years).per“interest construction”
theon the basis ofphysicalIn the valuation estimated

no deductionnew,of the Master madereproductioncost
in-while, hand,the other there wasdepreciation,for on
for$3,219,642ofgradingcluded under the. item of the sum

engineerof Theand solidification road-bed.adaptation
in thedepreciationestimated theof the state commission

$13,000,000.property approximatelyat
of the Northernalreadyhas been said in the caseWhat

value, therespect to ofCompany with estimatesPacific
to the extratestimonyof the asvalue,apportionment

ofdivisiondoing and thecost of the intrastate business
isbusiness,intrastatebetween interstate andexpenses

is nothererespectshere.1applicable In theseequally
samethecases anddistinction between the twomaterial

be inmust reached both.conclusion
ThisMinneapolis Company.& RailroadSt. Louis(3.)

The lines of thisdistinct considerations.presentscase
of track ofof miles whichconsist about 1028company

rights.or trackageleaseoperatedmiles are under396
approximately sixtymileage miles)owned (632itsOf

cent, The thusis in the Minnesota. MasterState ofper
“It ofit: runs from the inland cities St.southdescribes

1 duringGreat Northern the fiscalby thetotal revenue receivedThe
from, j,ts business, freight, was1908, passenger andintrastateyear

beenthe loss that havewas that would$4,641,829.58; foundand.it
enjoined commodity to theof ratesby application thethesustained

$87,261.43.commodity would have amounted totrafficintrastate
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branch,Minneapolis Moines,and to DesPaul with a
Lake, Iowa,to a branch toStorm and the South Dakota

grain Alongfields. its entire line it comes in com-sharp
petition strong intersecting lines, and,with railroad

stated,while as before it'subserves a useful public purpose
response public,and is inoperated demand,to it can be

by the exercise ofonly highestmaintained the economy
operationand itswatchfulness ..in and to succeed must be

given latitude than isgreater necessary with respect to
favorablythe more located and ofprosperous lines rail-

way.”
The ofless situation road isfavorable the fully recog-

objectwho to itsby appellants being regardednized the as
of ofa fair test theaffording sufficiency the rates. They

mileagethat “total and thesay geographicalits location”
“that it cannot be taken oftypicalare as thesuch railway

Minnesota”;in and theysituation insist that im-“the
portant and material are raisedquestions theby showing
made in the Northern Pacific and Great Northern-Cases.”

on part,And the their thatappellees, assert “it cannot be
contended thatseriously complainedthe rates of are suffi-

anycient to reasonableyield return on a proportionate
propertythe used in thevalue of conduct of the business

rates”; thatthe the net ofbycovered income the road
is scarcely“from all sources sufficient to pay interest on

thatoutstanding bonds;”its “the value of the property
is of the ofgreatly parin excess value the bonds”; and

tothat, appellees,as it seems the “this company must
or into the ofmoney goearn more hands a receiver, within

a. time.”comparatively short
parThe main Thefacts are: value in 1908, of stockits

and bonds was $30,011,800, divided stock,as follows:
$10,000,000 $4,000,000,(preferred, common,.$6,000,000);

no,dividendsbonds, appearedIt$20,011,800. that had
onpaid the common stockbeen since 1904. The annual

charges $952,583.amounted tointerest
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of itemsproperty, deductingcost its afterThe book
andMaster, $28,574,225; this,the was ifbydisallowed

tomileage, giveto would Minnesota asaccordingdivided
of division,share, $17,127,390. mileageits The basis

propertyfact that theaccount of thehowever, fails to take
in a relative value.greaterMinnesota has

of inpropertyfound the total value theThe Master
reproductionthe basis of the cost of newMinnesota on

estimate,In includedthis there wasto be $21,608,464.
for and terminals.$5,999,397.90 lands,of yardsthe sum

lands in$4,556,298amount was allowed for theOf this
on the of whoMinneapolis appraisersestimate the same

in that the otheremployed city by companies;had been
added The landsand this Master five cent.perto the

$1,215,285.atoutside these terminals were valued
of the afterearnings system, payingThe net entire

.1909,toexpenses and from 1903only taxes,operating
1904,1903, $1,398,895,30;to be as follows:foundwere

1906, $1,511,961.99;1905, $1,277,870.96;$1,229,524.49;
1909, $1,286,-1908,$1,419,822.54; $1,220,862.21;1907,

494.08;
all itsearnings of the on businesscompanynetThe
(involving anyMinnesota, interstate and intrastatein

stated), paying onlyaftervalued aspropertyuse theof
during the sameexpenses taxes, were,andoperating

1905,$1,052,478.74;1903, $1,222,941.77; 1904,period:
1907, $895,977.66;1906, $1,109,260.56;$1,054,853.35;

The in$794,472.58. reference$742,377.46; 1909,1908,
on June 30.endingto the fiscal yearcase iseach

fromreturn entirethát the net theappearsIt thus
cent,4.14 perabout onin 1907 wasbusinessMinnesota

inof property ($21,608,464)value thethe estimated
1909,.cent.;3.5 and inperin less than1908,Minnesota;

cent.perthan 3.7less
to thecomputations, respecthis withmadeThe Master

in theuponthe ratesunder question,permittedreturn
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ending 30,of Juneoperations yearthe fiscal 1907. The
fromhad been effective November 15, 1906,class rates and

1,1907.act from Maythe fare It waspassenger estimated
loss,that theby the Master additional which would have

intrastate ifaccrued in the business these rates had been
in the entire fiscalduring year endingforce 30, 1907,June

commodity act,and if in addition the rate which was en-
joined, appliedhad been to the intrastate oftraffic that

towould have amountedyear, $131,358, thus amaking
aserious reduction in returnvery already inadequate;

and his conclusion was that inthe rates question were
plainly confiscatory.

tonecessary reproduceIt is not here computations,the
satisfied,as after a carefulwe are examination of the evi-

dence, that while the methods estimatingof value,, and
of whichapportionment, have been disapproved in the

of of the companiesdiscussion the cases other subjectare
objections case,to in thisthe same so far as they have been

marginthe ofemployed, error which may be toimputed
sufficientlyis greatthem not changeto the result. The

from thenet return entire business in Minnesota, inter-
intrastate, $742,000and fell tostate in the fiscal year

and it isending 30, 1908, plainJune that the latter amount
largely reducedwould have been had the commodity rate

In ofact view thebeen enforced. actual ofresults the
and theState,business in the clearly established facts

ofwith to the conditions trafficrespect upon this road,
escapedthe conclusion cannot be the rates prescribedthat

ofby the acts and orders Minnesota would not apermit
fair to company.return this

Without approving, therefore, the methods of calcula-
adopted,tion which buthave been recognizing the peculiar

of andsituation this theroad, undoubted effect of the
in itsquestion uponrates revenues, are of opinionwe the

decree,that the itso far as rests upon the confiscatory
character of the appliedrates as to this company, should
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pos-thehowever, preventtodesire,In thebe affirmed.
injuriqusly in themay operatethe decreesibility that
that the membersit providingmodify byfuture, we shall

theCommission, andand Warehouseof the Railroad
anyat time tomayState, applyof theAttorney-General

be formay advised,theyasotherwise,court bill orbythe
■that,appearit shallor decree,a order wheneverfurther

rates fixedcircumstances, bytheinby changereason of a
yieldto to theorders are sufficientthe State’s acts and

the services ren-forcompensationreasonablecompany
dered.

reversed andare theanddecrees in Numbers 291 292The
re-the billsto dismissdifectionscases remanded with

prejudice.withoutspectively
opinionin thestatedis asdecree in 298The Number modified

isand, modified,as affirmed.

in the result.McKenna concursMr. Justice


