
HOUSE No. 248.

House op Representatives, April 22, 1868.

The Committee on the Judiciary, to whom was referred the
Order relative to taxation of stock of national banks

REPORT:

That they have found it impracticable to draft a bill which
shall not be liable to come in conflict with provisions of Acts, of
congress, and be consequently invalid, or shall not interfere so
entirely with our own system of taxation as to subject many of
the towns of the Commonwealth to great inequality and
injustice.

Under the old and well established system of taxation in this
Commonwealth, shares in the capital stock of corporations have
been included, at their cash market value, in the list of per-
sonal property of residents of the State for the purpose of assess-
ment and taxation in the towns and cities where they reside.
This plan of taxation included shares in all corporations,
whether foreign or domestic, and for whatever purpose char-
tered. In 1864, a different plan of taxation was adopted for all
corporations chartered by the State, except banks. This plan,
however, effects substantially the same result, so far as the
towns are concerned, and recognizes the fundamental principle
in our system of taxation, that personal property is taxable to
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its owner in the city or town of his residence, and that tiie pro-
ceeds of such taxation are for the benefit of that municipality.

The original Bank Act, (Act of congress June 3, 1864,) pro-
vided that nothing therein shall be construed to prevent the
taxation of shares in banks organized under that Act, “ in the
place where the bank is located, and not elsewhere.” This pro-
vision has been interpreted by the supreme court of Massachu-
setts to authorize the location of shares in national banks in
Massachusetts to shareholders residing in the State, in the
towns and cities where they reside; but to prevent our citizens
being taxed in this State upon shares they may hold in banks
not within the Commonwealth.

A supplementary Act of Congress, (approved Feb. 10, 1868,)
construes the original Act in substantially the same manner,
providing that States may regulate the place and manner of
taxing all shares in banks situated within the State owned by
citizens of the State, but that shares owned by non-residents of
the State shall be assessed only in the city or town where the
bank is located.

Under the provisions of this Act, a considerable amount of
property owned by citizens will be removed from taxation for
all local and public purposes, viz., shares in banks located out
of the State. The only offset which could be obtained under
the Act of congress would be that derived from shares in
banks located here, owned by shareholders residing out of the
State.

But by the terms of the Act of congress, such shares are
taxable only in the city or town where the bank is located.
There is no provision in our laws at present for taxing in these
places shares owned by non-residents. It is, perhaps, a matter
of some doubt whether under our constitution any plan can be
devised for so taxing the shares which would not be subject to
serious legal objections; and if they should be so taxed, it
would relieve only those towns and cities in which banks
happen to be located, while the much larger number, in which
there are no banks, must submit to gross inequality.

The Committee cannot think it was the intention of congress
to relieve from taxation this large amount of profitable prop-
erty, or to interfere with the old established laws and customs
of the States, when so large a property has already been
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removed in the exemption of United States bonds, and so heavy
a tax has already been exacted from all species of productive
property unfier the internal revenue laws. We believe, rather,
that from some misconception of the effect of the legislation in
question, it has been passed in its present form.

Were our State the only one thus affected it might, perhaps,
be questioned whether any change in congressional legislation
should be sought; but in all the New England States, and, it
is believed, in many others, the same principle of taxation has
always been recognized, and they are therefore subject to the
same injustice, which will be seriously felt when the effect of
the Act in question becomes understoood.

A slight modification of the Act of congress will restore the
operation of our system of taxation; and, while it will work
no injustice to individiials, it will also be in harmony with the
well established systems of taxation in all the States, and will,
in our opinion, conduce to the stability of the present national
system of banking.

Wherefore the Committee recommend the adoption of the
accompanying Resolution.

Per order,
B. W. MORTON.
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Resolved ,
That our senators and representatives in congress

be and they hereby are requested to endeavor to effect such a
modification of the acts of congress as will enable the several
states to tax the shares of the capital stock of national banks,
in the same manner and at the same rate as shares in banks
and moneyed corporations are taxed, which exist by authority of
the states ; or to effect such other change as may secure equality
in taxation.

Resolved ,
That his excellency the governor be requested to

transmit a copy of this resolution to each of our senators and
representatives in congress.

RESOLUTION

In relation to the Taxation of Shares in the Capital Stock of
National Banks.

(Hommomucaltl) of iilassadjitsctts.

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


