
HOUSE.... No. 329.

House op Representatives, April 27, 1869.

Report Of The Committee on Banks and Banking. g, to whom were
referred the following Orders;—

(1.) Ordered, That the Committee on Banks and Banking
be instructed to inquire into the expediency of increasing the
tax on deposits in savings banks and institutions for savings,
and report by Bill or otherwise.

(2.) Ordered, That the Committee on Banks and Banking
consider the expediency of increasing the rate of taxation upon
savings banks.

As a savings bank is nothing but a collection of deposits, with
each of which a separate account is kept, and each deposit
credited with its just share of the joint earnings, it is plain
that, on any principle of fair taxation, the several depositors
should be taxed no more and no less for having put their sav-
ings in one bank than they would have been taxed separately, if
each had kept the same savings in his own possession. Our
laws have always recognized this principle, and, until 1862,
taxes on deposits were assessed to the individual depositors. It
is only for convenience and certainty that the tax is assessed on
the collected deposits; that is, on the bank. The real question,
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therefore, is, Do the savings banks pay as much in the way of
taxes, as the depositors would pay on the same investments, if
they had them in their individual names elsewhere ?

This question the Committee have endeavored carefully to
weigh and to answer, and have given a public hearing to parties
interested.

The average rate at which property subject to taxation is as-
sessed in the several cities and towns in this State, as ascer-
tained by the tax commissioner for the past year, is 1 Per
cent., or '513.12 on $l,OOO. This is the rate on properly sub-
ject to taxation; but some kinds of property, and the property
of certain classes of persons, are exempt, and not taxable at all.
The present statute rate of taxing the average deposits in sav-
ings banks is three-quarters of one per cent., or $7.50 on $l,OOO.

The next question then is: Do the savings banks hold prop-
erty not subject to taxation sufficient to make up the difference
between $7.50 on $l,OOO, and $13.12 on $l,OOO ? The Com-
mittee think that they do; and thatthe.depositors pay as much
in the way of taxation on their property in the banks, as they
would pay if they had the same property out of the bank.

There are three principal classes of property exempt from
taxation.

1. The bonds and securities of the United States.
2. “ The property, to the amount of $5OO, of a widow or un-

married female, and of any female minor whose father is
deceased, if her whole estate, real and personal, not otherwise
exempted from taxation, does not exceed in value the sum of
$l,OOO.”— Gen. Slat., chap. 11, sect. 5.

3. “ The polls and any portion of the estates of persons who,
by reason of age, infirmity and poverty, are, in the judgment
of the assessors, unable to contribute fully towards the public
charges.”— Gen. Slat., chap. 11, sect. 5.

Of the first of these exempted classes, that is, United States
bonds, the savings bank hold, by the last commissioner’s report,
(p. 116,) $25,488,011.53, or about twenty-seven percent, of the
entire deposits. This, therefore, being exempt, should bo de-
ducted from the taxable property of the bank, or, which is the
same thing for our computation, added to the y of one per-
cent. which the entire deposits are taxed. This brings the rate
up to lyl o- per cent. The banks also hold $632,763, (or about
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-jSj of one per cent, of their deposits,) in real estate, on which
they pay the usual tax in the several cities and towns, which
raises the rate again to 1.02 per cent.

If to this be added the amount for which the depositors
would be exempted, under the statute before cited, as the
property of unmarried females, and of persons unable to con-
tribute fully to the public charges, the Committee are of
opinion that it would raise the rate for the savings banks
quite up to the present average taxation, and probably much
above it. Beside this, the United States tax every deposit in
a savings bank which amounts to $5OO at the rate of one-half
per cent.—a tax which the depositor would escape altogether
if he did not place his money in the bank.

If this question were open to doubt, which they think it is
not, that doubt surely ought to weigh in favor of the depositors.
In fixing a rate of taxation, the assessors always make it a little
higher, because they know that, as matter qf fact, nobody is taxed
quite up to his full property. Or in other words, the assessed
valuation on real estate, on the average, is not more than three-
quarters of its real value. And furthermore, all loans upon
mortgages are in reality paying a double tax ; the bank pay-
ing three-quarters of one per cent, on the sum loaned, and the
borrower paying the rate assessed by the city or town where
the property is located. It would be very hard and unjust,
therefore, to fix a rate on the deposits in savings banks where
every dollar is open to taxation, above exact justice.

In addition to the foregoing, it may be stated that undoubt-
edly one-third of the entire amount, or thirty millions of dol-
lars, now held by the savings banks is in small amounts,
varying from five to two hundred and fifty dollars ; and these
amounts if they were not deposited in the savings banks, would
escape taxation altogether.

It is not intended to offer this suggestion as an argument
that savings banks should enable taxable property, however
small, to escape notice or taxation. The position is this: The
small savings—from $5 to $250—of women at service, of labor-
ing men, of children, if not in a bank, the assessors never
intend to tax. And the State, under the old law, (Gen. Stat.,
chap. 57, sect. 150,) recognized this reasonable policy by
exempting the savings banks from making return to the asses-
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sors of any deposit less than 1500. The main argument, how-
ever, on which the Committee rest their conclusion is inde-
pendent of this last suggestion.

The Committee repeat that the amount of deposits held
by persons legally exempted from taxation, by reason of what
the statute considers as poverty, is shown by their examination
to be a large proportion of the total deposits.

No doubt some persons of comparative wealth have availed
themselves of such investments. Such cases, although few in
number, are commonly noticed and repeated.

A considerably larger class of depositors are those not poor,
but in narrow circumstances, and striving to rise above them.
But the great bulk of the depositors are laboring men and
women at service, and poor children ; and this is the class on
whom savings banks really rest, and who are to be considered
in legislation.

It would be an ill use to make of the confidence which this
class of persons have justly reposed in these institutions, for
the legislature to take from their savings, because they are
large in the aggregate, because they are exposed to view, or
because it can be done with little observation, an undue share
of the money needed to pay the expenses of the State, and the
interest on its debt; in order to avoid the honest and manly
course of laying an adequate State tax.

As regards the effect on the depositors and the customers of
the banks, the Committee are of opinion that an increased tax
would be injurious, and a public disadvantage. The dividends
of the savings banks for the last few years have been larger
than usual, mainly for the reason that they invested during the
war in government bonds, and afterwards had the advantage of
the high rates of gold and exchange. That source of gain is
now checked, and taking the result for the last year, the di-
vidends are not great compared with other safe investments.
The commissioner’s report shows that the average rate of or-
dinary dividends for the year was 5|- per cent. In addition to
this, about one per cent, of surplus was divided. But it is to
be borne in mind, first, that this one per cent, of surplus is paid
at the end of three or five years; and, secondly, that it is chiefly
made up of the earnings of those who have drawn their money
out before dividend day, and have thereby forfeited their ac-
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crued interest for the benefit of those who remained. The
managers of savings banks will have to be contented hereafter,
in the main, with seven per cent, loans and investments; and
after |of one per cent, is taken out for tax, about per cent,
for current expenses, and a considerable amount for the United
States tax before mentioned, the amount remaining for deposit-
ors will not be six per cent. The only escape from this is to
raise the rate of mortgage interest, which, if successful, would
be a public evil.

In conclusion, the Committee cannot forbear to call to notice
the fact, that these institutions, which have been in existence
little more than fifty years, combine now by far the largest in-
terests, numerically, in the State. The number of depositors is
383,094; and after making every allowance for duplicate, or
even triplicate deposits, the number of persons represented is
enormous. Many of them are persons who, but for these banks,
would have had no safe place of deposit; and would either have
wasted their money, or lost it in bad investments, or been de-
frauded of it by sailor landlords, or needy friends. They have
here had the advantage of the best financial skill, gratuitously
afforded. In a word, these institutions have created the capital
which we are now taxing. They are too important an interest
not to be cherished by the State ; and there is no one topic of
legislation which will come home to so many of our constituents
as that presented in this Report.

A large amount of the deposits belong to persons who reside
in other States. Any discouragement by unwise taxation would
operate to the pecuniary loss of the State, would greatly embar-
rass the success of the institutions, as well as have a tendency
to cripple and depress all the mercantile and industrial interests
of the Commonwealth.

For all these reasons, the Committee recommend no increase
in the present rate of taxation.

Per order of the Committee,

L. S. HAPGOOI).




