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March 17, 1953 

-Tc, Hon • .Alexander A. LaFleur, Attorney General 
Re: L. D. 40, LEGAL AUTHORITIES 

I have suggested to you that·you may wish for your file a 
statement or authorities in suppo~t of your letter ~o the Hon. 
Edward E; Chase, Chairman of the Taxation Com.Tl'littee, dated March 
12, 19.53. 

'The letter contained the statement in answer to question 1, 
that ''basis is that figure which is multiplied by the rate to ~s
eertai:n the tax." 

. Pacific Mutual Lite Insurance Co, v. Lowe, 1933, 354·111. 
· 398, 188 N. E. 436, 91 A.L.R. 188. The court was discussing re

taliate>ry taxation of an i~surance company. "~e keystone of the 
st_atute is 'the same basts or rate .• ' The basis is the ground or. 
foundation in which the tax is computed; the rate is the per cent 
fixed by the statute applied to the basis in making the oaloula
tion. ~e result thus obtained is the amount of the tax to be 
paid." (91 A.L.R. at pag~ 793) 

. Cleveland , etc. Railway Company v. Backus, 154. uis~ 445. 
The cour-E said , 11 Ttie rul e or propert y taxatton is "tha·t ·the value 
ot the property is the basis of taxation.n It will-be noted that 
the 0011.rt was not.attempting a complete definition, the ooUl't 

could well have said tbat a certain percentage ot the value could 
also .be a basis. 

In the fo~tnote or the court's opinion, 244 u.s. 516, the 
writer uses "be.sis": "A few of the states have enacted laws adopt
ing percentages of 1'111 value as bases of taxation." · 

At the close of your letter to Mr. Chase is a reference to 
the Federal Constitution. 

T:ravelleros·• Insm-ance Comiany v. Connectfcut, 1902, 18$' U.S. 
364. °The Sta t e of Connecticut ~axed the stock or-:i:rravelers• In
surance Company as personal property. The stock of non-residents 
was taxed on f'ull value. The ·stock 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 
discrimination, stating that non-reside~ts were denied equal pro
tection under the 14th amendment of the United States Constitution. 
The court held there was no discrimination. Since residents also 
pay taxes to municipalities, which the non-residents do not, th.ere 
is no inequality. Pe·rtect equality is neither possible nor required. 
The court quoted with approval from Me:z:lchanta Bank v. Pennsylvania, 
167 u.s. 461, 464: "T.Q.is whole argument of -_a right under the: 
Federal Constitution to challenge a tp law on the ground of in
equality in the burdens resulting from the operation of the law 
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is put to rest by the decision in Bell's Gap Railroad v. Pennsvl
Yania, 1887, 134.u.s. 23i,•the 

In Bell's Gap Railroad v. Pennsylvania, 1887, i34 u.s. 237, 
the c.ourt aaid : "'lhe provi s_ion 1:ri t he Fourt eenth Amendment, that 
no State shall deny to · any person within its jurisdiction the equal 
protection or the l~ws ·, was not intended to preven'(; a State trom 
adjusting 1 ts system of taxation in all proper ~d. reasonable ways ·. 
It may, if it chooses, exempt eertain classes ot property from any 
ta:xa~ion at all, such as churches, libraries and the property of' 
charitable institutions. It ·may impose d1fterent -spea1fio taxes 
-upon different trades and pro.f'esaions, and may Va:I!'1 the ;rates 0.f' 
e~ciae upon various products; it may tax real estate and personal 
property in a different manner; it may tax visible proper~y only, 
and not tax securities for payment ot mone1; it may allow deduc
tions for indebtedness, or not allow them. 

The most important aspect of Mr. Chase's proposed bill. 1n· 
my opinion, -is that permitting a separate rate for ~he unorganized 
territory. In that territory, _there ia only one gove~nment, State · 
Government. niere.f'ore, the State in this territory must perform 
various functions which are pertormed by municipal government 
elsewhere • . 'lb.ere is thus a strong parallel ·between the instant case 
and Travellers I Insurance Ccnp.pany v. Connecticut, supra. · 

· Yo11 may wish to file this memorandum with your letter to Mr. 
Chase. · 

Boyd L. ];3a1ley 
Assistant Attorney General 
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