
SENATE No. 299.

The Committee on Expenditures, to whom was committed the
Order to consider the expediency of amending chapter 242 of
the Acts of 1865, and chapter 349 of the Acts of 1868 concern-
ing the returns and taxation of bank shares, and associations for
banking, established under the laws of the United States, desire
to call attention to the statements, concerning the tax on national
bank shares, made by the treasurer of the Commonwealth in
his report for the year ending Dec. 31, 1870. (Pub. Doc. No.
5, pp. 10,11.)

£ommmuucttltl| of iHnssnd)uo£tts.

May 15,1871.In Senate

“The present law is complicated and attended with a great deal
of annoyance in its operations to the officers charged with the assess-
ment and collection of the tax, and is also quite unsatisfactory from
the opportunities presented for evasion of taxation which there is
every reason to believe are taken advantage of to a considerable
extent. I respectfully renew my suggestion of last year as to the
importance of further legislation for securing a prompt and efficient
compliance with the present requirements of the law, and of fixing
a standard for the allowances for assessing and collecting. If the
system adopted by the State for taxing corporations existing by
authority of our own laws, could be applied to these institutions it
would relieve the local assessors and collectors, as well as the offi-
cers of these corporations, of much trouble, and would secure the
certain collection of a proportionate tax from all the shareholders.
In the present state of congressional legislation I am informed that
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this cannot be done and I would suggest for the consideration of
the legislature, a change in the present law whereby the cities and
towns in which the banks are located, should be required to assess
and collect of the banks directly, a tax upon all the shares in the
banks situated therein, at the local rates, accounting to the State
for that portion assessed upon parties not residing in the city or
town, the State to account to the city or town in which those
shareholders reside, and are taxable, who live in the State, and re-
tain the balance in the State treasury. This course I understand,
is allowable under the Acts of Congress, and unless there is some
objection arising under our own constitution to prevent its legality,
should in my opinion be adopted, as it would undoubtedly prove
more efficient and complete than the present law, without doing
any injustice to the banks or their shareholders.”

The only year in which it is known that all the shares of
banks in the State were taxed, was 1864, in which they were
taxed under the provisions of the corporation tax law. (186jl,
chap. 208.)

In that year the aggregate taxable value of all the bank shares
in the State wa5...... $64,402,127 00

Amount of tax paid thereon (at $11.66 per
thousand,) 751,358 14

Received by Commonwealth
$329,270 63from the same,

Less allowed savings banks, 110,498 16
Net realized by Commonwealth, $218,772 47

In 1865 the banks commenced reorganizing under the Na-
tional Bank Act, by the provisions of which, shares in national
banks must be taxed in the localities wherein situated, and at
the same rates at which shares in the State banks were taxed.
The Act of 1864, chap. 208, imposed (as construed by the
supreme court) a tax upon the franchises of the State banks,
at a valuation equal to the aggregate market value of all the
shares, but the franchises of the national banks being derived
from the general government could not be taxed in this man-
ner, and it became necessary, in order to save the tax upon
national banks, to exempt the State banks from the provisions
of the corporation tax law.
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All the State banks having now become national banks, this
exemption has resulted in restoring, in an aggravated degree,
all the difficulties of an honest and full assessment and collec-
tion of the tax on the shares of banks, which led to the passage
of the Act of 1864.

The following statement will give some idea how serious
these difficulties have become :

In the year 1870 the aggregate taxable value of all the shares
in the banks of the Commonwealth was . $101,000,067 00

The amount of tax thereon at local rates
where bank is situated, if all taxed, would
have been . ......

1,587,011 88,tJO I ,

Proportion of above corresponding to State’s
share in 1864, . . . $695,111 18

Less proportion to savings
banks, .... 233,268 09

Net result to the State if all
$161,813 09had been taxed,

But the whole amount re-
turned to the treasury as
assessed and payable was
only 170,723 56

And actually collected and paid, . . . 137,552 38

Showing a loss to the State in one year, $823,290 71

In addition to this it is impossible to tell from statistics at
hand how much of the portion belonging to the localities, also
evaded assessment; but if the same proportion escaped, as was
found to be the case prior to the Act of 1864, to wit, about
one-third, the further loss to the various towns and cities of the
Commonwealth will amount to . . . . $300,000 00
Add amount escaping from Commonwealth, . 323,290 00

Total loss of tax, ...... $623,290 00

Or nearly 40 per cent, of whole amount due ; a sum equal
to one-fourlh pari of the whole State tax, and one all of which
would have been saved to the Commonwealth and the munici-
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palities, if it had been possible to apply the provisions of the
corporation tax law.

In view of these facts your Committee are of opinion that an
effort should be made to cure these difficulties, and to relieve
honest tax-payers of the undue burden imposed upon them by
this evasion on the part of holders of these valuable securities.
In their opinion this can best be done by assimilating the taxa-
tion of national banks as nearly to the system of taxing corpo-
rations, as may be under the limitations imposed by Act of
Congress, and they therefore report the accompanying Bill.

For the Committee,

STEPH’N M. CROSBY, Chairman.
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AN ACT
Relating to the Taxation of Bank Shares.

1 Sect. 1. All the shares of stock in hanks,
2 whether of issue or not, existing by authority of
3 the United States or of this Commonwealth, and
4 located within the Commonwealth, including
5 shares in the capital stock of the Mercantile Sav-
-6 ings Institution and the Collateral Loan Company,
7 both in the city of Boston, shall be assessed to the
8 owners thereof in the cities or towns where such
9 banks are located, and not elsewhere, in the assess-

10 ment of all taxes imposed and levied in such place
11 by the authority of law, whether such owner is a
12 resident of said city or town or not, at the fair
13 cash value of such shares on the first day of May
14 of the year in which the tax shall be assessed,

Commoimjcaltl) of iHaosadjusetts.

In the Year One Thousand Eight Hundred and Seventy-
One.

Be it enacted hy the Senate and House of Representa-
tives, in General Court assembled, and hy the authority of
the same, as follows:—
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15 first deducting therefrom the proportionate part of
16 the value of the real estate belonging to the bank,
17 at the same rate, and no greater, than that at
18 which other moneyed capital in the hands of citi-
-19 zens and subject to taxation is by law assessed.
20 And the persons or corporations who appear from
21 the records of the banks to be the owners of shares
22 at the close of the business day riext preceding the
23 first day of May in each year, shall be taken and
24 deemed to be the owners thereof for the purposes
25 of this act.

1 Sect. 2. Any tax so assessed shall constitute a
2 lien upon the shares in respect to which such as-

-3 sessment is made, from the first day of May of the
4 year in which the tax is laid till the tax shall be
5 paid; and furthermore, for the purpose of collect-
-6 ing such tax, and in addition to any other law of
7 this Commonwealth relative to the imposition and
8 collection of taxes, it shall be the duty of every
9 such bank, and the managing officer or officers

10 thereof, to retain so much of any dividend or div-
-11 idepds belonging to such stockholders as shall be
12 necessary to pay any tax assessed in pursuance of
13 this act, until it shall be made to appear to such
14 officers that such taxes have been paid.

1 Sect. 3. If any tax so assessed shall not be
2 paid, the collector or other officer authorized to
3 collect taxes shall levy the same, by distraint or by
4 seizure and sale of the shares in respect of which
5 the tax is assessed, in accordance with the provis-
-6 ions of law for the seizure and sale of shares in
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7 the capital stock of corporations existing under
8 authority of this Commonwealth, for non-payment
9 of taxes: provided, that before proceeding to dis-

10 train or seize the shares of any stockholder not a
11 resident in the city or town in which the tax is as-
-12 sessed, such collector shall, ten days at least before
13 making such distraint or seizure, demand the
14 amount of tax due and legal charges, at the usual
15 place of business of said bank, by written or
16 printed demand addressed to the stockholder, and
17 given to the cashier or other officer of such bank,
18 upon whom service of legal process against such
19 bank may by law be made, and no other demand
20 shall be necessary. Or such officer may, at his
21 election, proceed to collect such tax by an action
22 of contract, to be brought in the superior court in
23 the county in which the bank is located, in which
24 action the bank may be summoned as a trustee;
25 and if summoned, shall be chargeable to the ex-
-26 tent of the market value of such shares, and of
2/ any dividends declared as aforesaid, between the
28 first day of May in the year in which the tax is
29 assessed and the time when the action is brought.

1 Sect. 4.' Assessors of places in which any
2 national bank or banking association is located,
3 for the purpose of ascertaining the rate at which
4 taxes shall be assessed, shall omit from the valua-
-5 tion upon which the rate is to be based, the value
6 of all shares held by non-residents of the state,
7 and no tax of any city or town shall be invalidated
8 by reason of any excess of the amount thereof
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9 over the amount to be raised in consequence of
10 the provisions of this act.

1 Sect. 5. It shall be the duty of the- cashier of
2 every such bank to make and deliver to the asses-
-3 sors of the city or town in which such bank is locat-
-4 ed, on or before the tenth day of May in each
5 year, a statement verified by the oath of such cash-
-6 ier showing the name of each shareholder, with his
7 residence and the number of shares belonging 1 toO O

8 him on the then preceding first day of May, as the
9 same then appeared on the books of said bank.

10 For any failure to make such statement such cash-
-11 ier shall be liable to a penalty of five hundred dol-
-12 lars, to be recovered to the use of the city or town
13 to the assessors of which this statement is hereby
14 required to be made in an action of tort, and the
15 assessors of the city or town in which the bank is
16 located shall forthwith upon such failure proceed
17 to obtain a list of shareholders, with the residence
18 of and number of shares belonging to each, as
19 required by the provisions of section one of chap-
-20 ter two hundred and forty-two of the acts of the
21 year eighteen hundred and sixty-five.
22 In either case the assessors of each city and
23 town shall, immediately upon obtaining such list
24 or statement, transmit to the tax commissioner a
25 true copy of the same, and shall further, by notice
26 in writing, inform said commissioner of the rate
27 per cent, upon the valuation of the city or town of
28 the total tax in such city or town for the year,
29 immediately upon the ascertainment thereof, and
30 also of the amount assessed upon the shares of
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31 each bank located therein, under the provisions of
32 this act.

1 Sect. 6. Said commissioner shall thereupon, as
2 soon as may be, determine from the returns pro-
-3 yided for by section live of this act, and otherwise,
4 the propoidionate amount of the tax so assessed
5 upon the shares in each of said banks which has
6 been assessed upon shares which according to the
7 provisions of chapter eleven of the General Stat-
-8 utes would not be taxable in said city or town,
9 which amounts, as finally determined under the

10 provisions of this act, shall be a charge to said city
11 or town as an offset against any payments to he
12 made from the treasury of the Commonwealth to
13 said city or town.

1 Sect. 7. Said commissioner shall, in like man-
-2 ner, determine the proportionate amount of tax so
3 assessed upon shares in each of said banks which
4 according to the provisions of chapter eleven of
5 the General Statutes would be taxable in each city
G or town in this Commonwealth other than that in
7 which the bank is located, which amounts, as final-
-8 ly determined under the provisions of this act,
9 shall become a credit to such city or town.

1 Sect. 8. Said commissioner shall, by written
2 or printed notice, delivered at the assessors’ office
3 or sent by mail, inform the assessors of each city
4 or town affected thereby, of the aggregate amount
5 of charges and credits against and in favor of such
6 city or town under the sixth and seventh sections

2
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7 of this act, as determined by him, forthwith, upon
8 the determination thereof. From this determina-
-9 tion an appeal may be made by said assessors,

10 within ten days from the date of said notice, to
11 the board of appeal created under the thirteenth
12 section of the two hundred and eighty-third chapter
13 of the acts of the year eighteen hundred and sixty-
-14 five, which board shall hear such appeal, decide
15 the matter in question, and notify said commis-
1G sioner and the party appealing thereof, and such
17 decision shall be final.

1 Sect. 9. Said commissioner shall, at the expi-
-2 ration of ten days after notice given as provided
3 in section eight, or upon being informed of the
4 decision of the board of appeal, if an appeal is
5 made, certify to the treasurer and receiver-general
6 the aggregate amount of charges mentioned in
7 section six against each city and town in the Com-
-8 monwealth, and also the aggregate of credits men-
-9 tioned in the seventh section in favor of each city

10 or town, as finally determined under the provi-
-11 sions of sections six, seven and eight, and the
12 treasurer shall thereupon withhold out of any
13 sums of money which are or may become payable
14 out of the state treasury to any city or town
15 against which a charge is certified, the amount so
16 certified • and shall allow or pay over to each city
17 or town in favor of which a credit is certified the
18 amount so certified.

1 Sect. 10. iNo city or town shall be entitled to
2 any allowance of credits or payments under this
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3 act, or under the two hundred and eighty-third
4 chapter of the acts of the year eighteen hundred
5 and sixty-five, in any year, until the assessors
6 thereof shall have complied with the requirements
7 of this act.

2 dred and forty-two of the acts of the year eight-
3 een hundred and sixty-five, chapter three hundred
4 and forty-nine of the acts of the year eighteen
5 hundred and sixty-eight, so much of section one
6 of chapter one hundred and eighty-eight of the
7 acts of the year eighteen hundred and sixty-seven
8 as requires the tax commissioner to transmit a

9 copy of the list of shareholders in banks received
10 by him, and all acts and parts of acts inconsistent
11 herewith are hereby repealed ; but this repeal shall
12 not revive any former acts by said acts repealed,
13 or defeat any rights which have already accrued,
14 and no bank, the shares in which are made taxable
15 by this act, shall be subject to taxation under the
16 provisions of chapter two hundred and eighty-
-17 three of the acts of the year eighteen hundred and
18 sixty-five, and the acts in addition thereto, nor
19 shall the shareholders be taxable except under the
20 provisions of this act in respect to their shares
21 therein.

1 Sect. 11. Section three of chapter two hun-

1 Sect. 12. The amount actually paid under the
2 provisions of this act in each year by any savings
3 bank or institution for savings on account of shares
4 of stock which arc its absolute property, shall be
5 deducted from the amount of tax payable by such
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6 savings bank or institution for savings under the
7 provision of chapter two hundred and twenty-four
8 of the acts of the year eighteen hundred and
9 sixty-two, at the next succeeding semi-annual

10 payment.

1 Sect. 13. This act shall take effect upon its
2 passage, and taxes shall be assessed and collected
3 under the provisions thereof for the present year,
4 in the same manner and to the same effect as if it
5 had been in force on the first day of May.


