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CHICAGO GREAT WESTERN RAILWAY COMPANY v. 
STATE OF MINNESOTA.

ERROR TO THE SUPREME COURT OF THE STATE OF MINNESOTA.

No. 377. Argued November 8, 1909.—Decided February 21, 1910.

On the authority of Great Northern Railway Company v. Minnesota, 
ante, p. 206, held that:

As against the plaintiff in error, the act of Minnesota of 1903, requir-
ing all railroad companies to pay a tax equal to four per cent of its 
gross earnings, is not an unconstitutional impairment of a legislative 
contract created by an act passed in 1856 imposing a tax of two 
per cent on a railroad company whose franchise was transferred 
to plaintiff in error.

The judgment of the state court in which it was held that the legislative 
contract of exemption from taxation in favor of a railroad company 
which was under consideration did not pass unimpaired to another 
corporation acquiring the franchises of the former, and constitute 
an irrepealable contract so that the rate of taxation could not be 
subsequently altered by legislative enactment, affirmed.

106 Minnesota, 290, affirmed.

Thi s  suit, like that of the Great Northern Railway Company 
v. Minnesota, just decided, ante, p. 206, involves the constitu-
tionality, as applied to the plaintiff in error, of Chapter 253, 
General Laws of Minnesota of 1903, requiring every railroad 
company owning or operating any line of railway in that State 
to pay an annual tax, commencing with 1905, equal to four per 
cent of the gross earnings derived from the operation of such 
line within the State.

The gross earnings received by the defendant company, 
during the year 1905, amounted to $1,248,890.93, four per 
cent of which is $49,959.24. The State alleges that the de-
fendant refused to pay and has paid only $24,979.62—leaving 
a balance of $24,979.62, for which amount the State asked 
judgment.
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The court of original jurisdiction sustained the contention 
of the company that it was liable only to a sum equal to two 
per cent of its gross earnings and gave judgment for the de-
fendant.

That court was of opinion that a certain statute of the Ter-
ritory of Minnesota, approved March 1st, 1856 (Laws of 1856, 
c. 47), constituted a valid contract between the Territory and 
State of Minnesota, on one side, and the Minnesota and 
Northwestern Railroad Company, on the other, and fixed the 
lawful rate of taxation to be paid by that company at two per 
cent of its gross earnings; that said contract was never for-
feited or lost by the company, but was transferred and passed, 
first to the Chicago, St. Paul and Kansas City Railway, and 
subsequently to the defendant herein; and that the statute of 
1903, fixing the tax at four per cent of the company’s gross 
earnings, was unconstitutional when applied to the defendant 
herein.

The judgment was reversed by the Supreme Court of Min-
nesota, with directions to enter judgment in favor of the State 
for the full amount stated in its complaint. 106 Minnesota, 
290, 300.

The facts and issues are so fully and accurately set forth by 
the Supreme Court of Minnesota that we take from its opinion 
the following statement of the case: “This action, like that of 
State v. Great Northern Company, infra, p. 303,119 N. W. Rep. 
202, filed herewith, involves the validity of chapter 253, p. 375, 
General Laws, 1903, increasing the rate of the gross earnings 
tax upon railroad companies in this State to 4%. As in the 
Great Northern case, defendant asserts an irrepealable con-
tract, under which it claims the right forever to discharge its 
tax liability by the payment of a 2% rate. The fixed rate 
claimed by the Great Northern Company was 3%. The de-
termination of the case involves, as in the other case, the con-
struction of an old Territorial railroad charter, the facts with 
reference to which are as follows:

“By c. 47, p. 121, Territorial Laws 1854, the Minnesota and
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Northwestern Railroad Company was duly incorporated and 
authorized to construct a railroad within the limits of the 
Territory, the line of which road in a general way was therein 
designated. The act was accepted by the persons named as 
incorporators, but no effort was made by them to construct the 
road. By c. 58, p. 148, Laws of 1855, the act incorporating 
the company was amended by adding thereto, among other 
things, a provision requiring the company to construct and 
equip fifty miles of its road within three years after the passage 
of the amendment, and the entire line within six years, in de-
fault of which, the act provided, the charter of the company 
and all grants and rights thereby conferred *shall cease and be 
void.’ This act also contained a clause reserving to the legis-
lature the right of amendment after the expiration of twenty 
years. In the original charter, and also in the amendment 
just mentioned, the company was required to pay into the 
treasury of the Territory or future State 7% of its net earnings. 
Whether this was intended as a substitute for taxes to be 
levied and collected in the usual way was not expressly stated. 
But in 1856, by c. 47 of the laws of that year, p. 76, the charter 
was again amended by imposing a 2% gross earnings tax in 
lieu of all other taxes. It is upon this act and the rate of tax-
ation therein imposed that defendant relies in support of its 
defense. Defendant claims to have succeeded to all the rights 
of this old company, including the right to an irrepealable 
2% tax contract. The facts leading up to this asserted suc-
cession are as follows: The old company, though fully organ-
ized, wholly failed to construct its railroad within the time 
prescribed by its charter and did nothing in that direction 
until some time in 1884, thirty years after its organization and 
twenty-four years after the time limited for the completion of 
the road. By this failure the company forfeited all its rights 
under the charter and all grants thereby conferred ‘ceased 
and were void.’ But by c. 83, p. 221, Special Laws 1883, the 
legislature of the State recognized the existence of the corpo-
ration and in effect waived the default in the construction of
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the road by authorizing the consolidation of ‘its stocks, fran-
chises, rights and property with that of any other railroad 
company which will undertake the construction and operation 
of the railroad which the said Minnesota and Northwestern 
Railroad Company is authorized to construct and operate.’ 
Sec. 2 of that act amended sec. 7 of the original'charter by au-
thorizing the construction of a line of road differing somewhat 
from that authorized by the old charter. The company was 
thus revived from its extended slumbers and proceeded to con-
struct its road, and completed it some time in the year 1885. 
It thereafter operated the same until December of 1887, when 
it conveyed all its property ‘contracts, rights, privileges and 
immunities’ to the Chicago, St. Paul and Kansas City Railroad 
Company, a corporation created, organized and existing under 
the laws of the State of Iowa. Counsel for defendant treat this 
transfer as a consolidation of the two companies, authorized 
by the act of 1883. But as we read the documents by which 
the transfer was effected the transaction took the form of an 
absolute and unconditional sale by the Northwestern Com-
pany. The Kansas City Company took possession of the road 
and thereafter continued its operation until June, 1892, when 
it leased the line and all property connected therewith to the 
Chicago Great Western Railroad Company, defendant herein, 
a corporation organized and existing under the laws of the 
State of Illinois. Subsequently, in September, 1893, the Kan-
sas City Company conveyed the property so leased, and all 
contracts, franchises and immunities, to its lessee, the Great 
Western Company, since which time the latter has continued 

. in the operation of the road. Again, counsel claim that the 
conveyance by the Kansas City Company to defendant was a 
consolidation and authorized by law. This, however, is not 
important. The fact remains that the transaction resulted in 
an absolute transfer of the railroad property to defendant, and 
inasmuch as both those companies were foreign corporations, 
the laws of this State, would not control their dealings, and this 
State could neither authorize nor prohibit their consolidation.
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But that question in no way controls the result in this case. 
The old Northwestern Company, after the completion of its 
road in 1885, commuted its taxes by the payment of the 2% 
rate imposed by the amendment of its charter in 1856, and the 
succeeding roads, including defendant, have paid the same 
rate.

“Defendant having refused to pay the rate prescribed by 
the statute under consideration, this action was brought to 
recover the amount of the increased rate. It is the contention 
of defendant that the terms of the old Northwestern charter 
fixing a two per cent rate constituted a contract between the 
company and the Territory or future State, irrevocable and 
irrepealable, to which defendant has succeeded, and that to 
enforce the new rate would impair the terms of the contract in 
violation of both the State and the Federal Constitutions. 
Defendant does not contend that the new rate is unreasonable 
or unfair or at all disproportionate to the rate paid by other 
taxpayers, but stands squarely upon its asserted legal right 
to a perpetual two per cent rate. The trial court sustained 
this view, ordered judgment for defendant, and the State ap-
pealed.

“The charter of this road has never heretofore been before 
the court for construction. No question has ever been raised 
relative to the rights of defendant or its predecessors upon the 
subject of taxation; and the construction of the old charter 
and amendatory acts, and right of the State to change the rate 
of taxation thereby imposed, are before us for the first time. 
Most of the questions involved were presented in the Great 
Northern case, where they were fully considered and disposed 
of adversely to the contentions of defendant. We there held, 
among other things, that the charter provisions of the old 
Minnesota and Pacific Company, upon which the Great North-
ern Company relied, did not constitute an irrepealable con-
tract which passed unimpaired to the successors of that com-
pany; and further, that the gross earnings tax system first 
came into legal existence in this State by force of the consti-
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tutional amendment of 1871 (Laws, 1871, p. 41, c. 18), and 
that it then became subject to the reserved right of the State to 
amend or repeal the same as public interests might justify or 
require. The language of the charter under consideration, in 
so far as it imposes this form of taxation, is for all practical 
purposes the same as that construed in the Great Northern 
case, and the conclusions there reached fully apply at bar, and 
we adopt and follow them.”

Mr. George W. Peterson, with whom Mr. George T. Simpson, 
Attorney General of the State of Minnesota was on the brief, 
for defendant in error.

Mr. Frank B. Kellogg, Mr. Cordenio A. Severance, Mr. 
Robert E. Olds and Mr. A. G. Briggs for plaintiff in error, sub-
mitted.

Mr . Jus tic e  Harl an , after making the foregoing statement, 
delivered the opinion of the court.

The rights of the plaintiff in error depend primarily upon the 
construction of the act incorporating the Minnesota and 
Northwestern Railroad Company, Territorial Laws, 1854, 
c. 47, the amendatory act of 1855, c. 58, the amendatory act of 
1856, c. 47, and the act of 1883, Special Laws, c. 83. That act 
of 1856 imposed a two per cent gross earnings tax in lieu of all 
other taxes. The Supreme Court of the State observed that 
until the present case arose it had never had occasion to con-
strue the charter of the original company, and the acts amenda-
tory thereof, nor determine whether the State could change the 
rate of taxation thereby imposed. It was of opinion that the 
question ¿>f taxation, here involved, was substantially the 
same as the one involved in Great Northern Railway Company 
v. State of Minnesota. That court consequently adjudged, 
upon the authority of that case, that the defendant, as a suc-
cessor in interest of the Minnesota and Northwestern Railroad
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Company, could not claim the benefit of an irrepealable, un-
changeable contract relating to taxation that passed or could, 
under the state constitution, have passed, unimpaired from 
the old company to a successor in interest, or that prevented 
the State from enacting the statute of 1903, chapter 253, Gen-
eral Laws of 1903. Without repeating what was said in the 
former case, we hold, upon the grounds set forth in the opinion 
in that case, that the state court rightly held that the State 
was not prevented by contract from passing the gross earnings 
tax law of 1903, and it properly reversed the judgment of the 
court of original jurisdiction, with directions to enter judg-
ment in favor of the State for the amount claimed in its com-
plaint. The judgment herein must be affirmed.

It is so ordered.

BALLINGER, SECRETARY OF THE INTERIOR, v. 
UNITED STATES EX REL. FROST.1

1 Docket title: No. 54. James Rudolph Garfield, Secretary of the 
Interior, v. The United States of America ex rel. Frost.

ERROR TO THE COURT OF APPEALS FOR THE DISTRICT OF
COLUMBIA.

No. 54. Argued December 8, 1909.—Decided February 21, 1910.

The power of supervision and correction vested in the Secretary of the 
Interior over Indian allotments is not unlimited and arbitrary; it 
cannot be exercised to deprive any person of land the title to which 
has lawfully vested.

However reluctant the courts may be to interfere with the executive 
department, they must prevent attempted deprivation of lawfully 
acquired property and it is their duty to see that rights which have 
become vested pursuant to legislation of Congress are not disturbed 
by any action of an executive officer.


	CHICAGO GREAT WESTERN RAILWAY COMPANY v. STATE OF MINNESOTA

		Superintendent of Documents
	2025-07-05T08:00:57-0400
	US GPO, Washington, DC 20401
	U.S. Government Publishing Office
	GPO attests that this document has not been altered since it was disseminated by GPO




