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March 17, 1953 /\ﬁJb

‘Te Hon., Alexander A. LaFleur, Attorney Genersl
Re: L. D. 40, LECAL AUTHORITIES

I have suggested to you that you may wish for your file a
statement of authorities in support of your letter to the Hon.
Edward E. Chass, Chalrman of the Taxation Committee, dated March

12, 1953,

* 'The letter contained the statement in answer to question 1,
that "basis i1s that figure which is multiplied by the rate to as-
eertain the tax."

. Pacifie Mutual Life Insurance Co., v. Léwe, 1933, 354 Ill.
"398, . Be 306, «L.H. . The court was discussing re-
taliatory taxation of an insurance eompeny. "The keystone of the
stetute 1s 'the same basis or rate.' Thé basls is the ground or.
foundation In which the tax is computed; the rate 1s the per cent
fixed by the statute epplied to the basis in making the calcula-
tion. The result thus obtained is the amount of the tax to be
paid." (91 A,L.R. at page 793)

Cleveland, etc, Railway Company v. Baekus, 154 ULSL L45.
‘The court said, "The rule of property taxation is that the value
of the property 1s the basis of taxation.™ It will be noted that
the court was netattempting a complete definition, the court
could well have sald that a certailn percentage of the value could
elso be a basis,

In the footnote of the court's opinlon, 24k U.S. 516, the
writer uses "basis": "A few of the states have enacted laws adopt-
ing percentages of full value as bases of taxation.”

At the close of your letter to Mr, Chade 13 a reference to
the Federal Constitution.

Travellers! Insurence Company v. Connestieut, 1902, 185 U.S.
36l4, The State of Connecticut texed the stoek of ravelera' In-
surance Company as personal property. The stock of non-residents
wae taxed on full value. The stoek of residents was taxed on a
value diminished by the amount of real property the corporation
was taxed on in the State of Connecticut. The taxpayer claimed
diserimination, atating that non-residents were denled equal pro-
tection under the llith amendment of the United States Constitution.
The court held there was no discrimination. Since residents also
pay taxes to munieipalities, which the nen-residents do not, there
i1s no inequallity. Perfect equality iz nelther possible nor required.
The ecourt guoted with approval from Merchants Bank v. Pennsvlvania,
167 U.8. 461, Lh6h: "This whole argument of a right wunder the
Federal Constitution to challenge & tgx law on the ground of in-
equality In the burdens resulting from the operation of the law




is put to rest by the deciaion in Bell's Gap Railroad v, Pennsvl-

In Bell's Gap Railrosd v, Pennsvlvania, 1887, 13& U.8. 237,
the court said: "The provision in the rourteenth Amendment, that
no State shall deny to any person within 1ts Jurisdictlon the equal
protection of the laws, was not intended to prevent a State from
adjusting its system of texation 1n all proper and reasonable ways.
It may, 1f 1t chooses, exempt certaln eclasses of property from any
taxation at all, suech as churches, libraries and the property of
charitable 1nst1tutions. It may impose different speoific taxes
upon different trades and professions, and may vary the rates of
excise upon various products; it may tax real estate and personal
property in a different meanner; it may tax visible property only,
and not tax securities for payment ef monex, 1t may allow deduc-
tions for indebtedness, or not allew them.

The most important aspect of Mr., Chase's proposed blll, in'
my opinion, is thet permitting a separate rate for the unorganized
territory. In that territory, there 1s only one government, State -
Government. Therefore, the State in this territory mmst perform
various functions which are performed by municipal government
elsewhere, There 1s thus a strong parallel between the instant case
end Travellers' Insurance Company v. Connesticut, supra.

-You.may wish to file this memorandum with your letter to Mr.
Chase, .

Boyd L. Balley
Assistant Attorney General
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