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MEMBERSHIP OF THE SPECIAL COMMISSION
ON TAXATION AND PUBLIC EXPENDI-
TURES.

Appointed

By the President of the Senate.
Joseph R. Cotton of Lexington, Chairman.

Patrick J. Welsh of Boston, Vice Chairman.
Christian A. Hebtbb of Boston.
Arthur I. Burgess of Quincy.

By His Excellency the Governor.
William H. llenchey of Woburn.
Thomas H. Buckley of Abington.
Norman MacDonald of Newton.

Rosa G. McKay, Secretary.

the Speaker of the House
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Resolve providing for a further Investigation and Study by

an Unpaid Special Commission relative to the Problems of
Taxation and Public Expenditures.

Resolved, That an unpaid special commission, hereinafter called
the commission, consisting of one member of the senate to be desig-
nated by the president thereof, three members of the house of repre-
sentatives to be designated by the speaker thereof, and three persons
to be appointed by the governor, is hereby established, to be known
as the Special Commission on Taxation and Public Expenditures.
The commission shall make an investigation and study of the gen-
eral subject of taxation in the commonwealth and its political sub-
divisions, and of the general subject of public expenditures therein;
including among other things the assessment and collection of taxes
by the commonwealth and its political subdivisions and the distribu-
tion of such taxes, the nature, purposes, origin and growth of public
expenditures, the laws and practices relating to budgets, accounting,
personnel, contractual services and purchasing; the functions and
activities of departments, officers, commissions and boards of the
commonwealth and its political subdivisions, and the fiscal relations
between the commonwealth and such subdivisions; and generally
shall investigate and study the entire problem of taxation and public
expenditures with a view to alleviating the burden thereof.

The commission shall also investigate and study the subject mat-
ter of the initiative petitions, now pending before the general court,
proposing constitutional amendments limiting the rate of taxation
on real estate and restricting the use of certain motor vehicle revenues
to highway purposes.

The commission may hold public hearings and may call upon
officials of the commonwealth or its subdivisions for such information
as it may desire in the course of its investigation and study. The
commission shall be provided with quarters in the state house or
elsewhere and shall have the power to summon witnesses and to
require the production of books, records, contracts and papers and
the giving of testimony under oath. The commission may expend
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RESOLVE AUTHORIZING THE COMMISSION.

Chapter
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for expert, clerical and other services and expenses, the sum of fif-
teen thousand dollars, which sum is hereby appropriated from the
general fund or revenue of the commonwealth.

The commission shall report to the general court the results of its
investigation and study, and its recommendations of such laws or
regulations as it believes will promote efficiency and economy in the
conduct of government in the commonwealth and its political sub-
divisions and will effect more equitable taxation, and bring about
improved methods of assessing, collecting and distributing public
revenues. Said report and recommendations, together with drafts of
legislation necessary to carry said recommendations into effect, shall
be filed with the clerk of the house of representatives not later than
February fifteenth, nineteen hundred and thirty-eight. The com-
mission may, from time to time, submit special reports and recom-
mendations on specific subjects included within the provisions of this
resolve to the governor and council, or submit to the general court
special reports and recommendations on such specific subjects, to-
gether with drafts of legislation necessary to carry such recommen-
dations into effect, by filing the same with the clerk of the house of
representatives during the present session of the general court.

Approved March 29, 1937.



January 31, 1938.

To the Honorable Senate and House of Representatives

The Special Commission on Taxation and Public Ex-
penditures, created by chapter 3 of the Resolves of 1937
respectfully submits Part IV of its Report.

This part of the Report contains the recommendation
for the state revenue on pari-mutuel dog racing.

Respectfully submitted,

JOSEPH R. COTTON.
PATRICK J. WELSH.
CHRISTIAN A. HERTER.
ARTHUR I. BURGESS.
WILLIAM H. HENCHEY.
THOMAS H. BUCKLEY.
Norman Macdonald.
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In its study of the tax structure of the Common-
wealth, the Commission gave consideration to the ques-
tion of the revenue now received by the Commonwealth
from horse and dog racing.

Last spring there were pending before the Legislature
several bills, reported favorably by different committees,
providing for an increase in the tax on betting at dog-
races. The Commission at that time believed it might
be of some assistance to the members of the Legislature
in reaching an intelligent determination in this matter if
it could produce adequate statistical data on which a
conclusion could be based. Accordingly, at the end of
April it asked both the horse track and dog track opera-
tors to submit to it all their records, in order that such
data might be compiled. A representative of the horse
tracks offered to make their records available at once to
the Commission.

On May 7 the Commission sent the following letter to
the five corporations operating dog tracks;
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REPORT OF THE SPECIAL COMMISSION ON
TAXATION AND PUBLIC EXPENDITURES.

In accordance with the authority of the Special Commission on Tax-
ation and Public Expenditures, created under chapter 3 of the Resolves
of 1937, and by vote of the Commission on May 7, 1937, you are re-
quested to appear on May 11 at 10.30 a.m. in Room 426, State House,
with your books and records covering the 1935 and 1936 racing seasons
which we presume are included in your fiscal years 1935 and 1936.

On May 11 a subcommittee of the Commission met
with the representative of the five licensed dog tracks.
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ihis representative questioned the authority of the
( ommission to require the showing of al! their books and
records.

The Commission then wrote to the Attorney General
inquiring as to its powers to require the presentation of
books and records under the resolve creating it. The
Attorney General replied, in substance, that there was
some doubt as to the legal powers of the Commission to
require such presentation. He suggested that in order
to avoid legal misunderstanding in this matter, the Com-
mission request the Legislature for certain amendments
to the resolve creating it, whereby its powers would be
clarified. This the Commission proceeded to do. The
Legislature, however, on May 12, voted against any
clarification or increase in the powers of the Commission.

In view of the foregoing, and in view of the fact that no
state agency had audited or had the power to audit the
books of the race track operators, the Commission was
obviously in no position to make an intelligent recom-
mendation on the subject. Three facts, however, were
clear from existing public information:

1. The operators of the dog tracks today receive from pari-mutuel
betting per cent and the State 33d> per cent of the total sums
which pass through the pari-mutuel machines. The operators of the
horse tracks retain for themselves 6}A per cent and the State per
cent of the total of 10 per cent of the sums recorded by the machines.
In other words, the dog track operators receive 5 per cent more of the
total amount bet at dog tracks than do the horse track operators of
the total bet at the horse tracks.

2. The ratio of earnings to capital investment appears to be very
much greater at the dog tracks than at the horse tracks.

3. Studies by recent commissions and legislative committees have
found no field for increased revenues from horse racing.

With these three factors in mind, the Commission
voted to recommend an increase in the state share of the
take of dog tracks from per cent to 7Y2 per cent,
and on November 8, 1937, sent the following letter to
the five dog track corporations:

In accordance with the authority of the Commission created under
chapter 3 of the Resolves of 1937, the question of an equitable tax
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on the profits of all dog tracks now licensed in the Commonwealth has
been reached.

Lacking evidence and data to the contrary, the Commission is tenta-
tively of the opinion that a flat per cent of the total handle wagered
at each track, rather than the present 3J4 per cent now paid, should
accrue to the State. The drafting of suitable legislation to accomplish
this end is currently being considered.

To further this phase of the Commission’s work, a meeting has been
called for 2 p.m., November 16,in Room 249, the State House. Though
not a public hearing, you, or your representative, are cordially invited
to attend,

On November 16, pursuant to the letter, the Commis-
sion met. One person appeared representing the parties
invited, and made the following statement in part:

We had a meeting relative to that letter the latter part of the week,
and it was the consensus of opinion at that meeting that we owed this
honorable Commission the courtesy of somebody appearing, even
though we have no arguments to make or no data to back up any argu-
ments we might submit.

Since the dog track operators, through their repre-
sentative, state “We have no arguments to make or no
data to back up any arguments,” we recommend the ac-
companying legislation increasing the State’s share in the
betting receipts from per cent to 7Yz P er cent. This
recommendation, if adopted, will still allow dog track
operators 1 per cent more of the betting receipts than is
now permitted the horse track operators. We admit,
however, that the recommendation is based on insuffi-
cient data, due largely to our inability to audit any books.

In making the above recommendation, the Commis-
sion does not express any opinion as to the desirability
or undesirability of pari-mutuel betting at horse and dog
tracks. It confines itself exclusively to the question of
the State’s share of the revenue derived from this source.
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In the Year One Thousand Nine Hundred and Thirty-Eight.

An Act increasing the tax imposed by the common-
wealth ON AMOUNTS wagered at dog racing meet-

ings CONDUCTED UNDER THE PARI-MUTUEL OR CERTIFI-

CATE SYSTEM OF WAGERING.

1 Section five of chapter one hundred and twenty-
-2 eight A of the General Laws, as most recently amended
3 by chapter three hundred and fifty-one of the acts
4 of nineteen hundred and thirty-six, is hereby further
5 amended by striking out the third paragraph and
6 inserting in place thereof the following:
7 Each person licensed to conduct a horse racing
8 meeting, other than a licensee holding a racing meet-
-9 ing in connection with a state or county fair, shall

10 pay to the commission on the day following each day
11 of such horse racing meeting, a sum equal to three
12 and one half per cent of the total amount deposited
13 on the preceding day by the patrons so wagering at
14 such meeting, said three and one half per cent to
15 be paid from the ten per cent withheld, as provided
16 in this section, from the total amount wagered. Each

Be it enacted by the Senate and House of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

PROPOSED LEGISLATION.

Cbe Commontoealtb of Massachusetts
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17 person licensed to conduct a dog racing meeting,
18 other than a licensee holding a racing meeting in
19 connection with a state or county fair, shall pay to
20 the commission on the day following each day of such
21 dog racing meeting, a sum equal to seven and one half
22 per cent of the total amount deposited on the pre-
-23 ceding day by patrons so wagering at such meeting,
24 said seven and one half per cent to be paid from the
25 fifteen per cent withheld, as provided in this section,
26 from the total amount wagered. Each licensee may
27 retain as his commission on the total of all sums so
28 deposited, in addition to his share of the breaks as
29 hereinafter provided, a sum not exceeding the balance
30 of the ten and fifteen per cent withheld, as provided
31 in this section, from the total amount wagered after
32 deducting therefrom the amount hereinbefore re-
-33 quired to be paid to the commission. A licensee
34 holding a racing meeting in connection with a state
35 or county fair may retain the fifteen per cent with-
-36 held, as provided in this section, from the total amount
37 wagered.




