
HOUSE No. 353.

House of Representatives, May 7, 1878.

Report Of The Committee on Bills in Third Reading.', to whom was
referred the “Bill relative to the Taxation of the Property of
Certain Manufacturing Companies, Copartnerships, and Asso-
ciations” (House Document, No. 305),

REPORT.
The Bill nppears to be correctly drawn, but, in the opinion

of the undersigned, is unconstitutional; and the same ought
not to pass, for the following reasons: Its direct and princi-
pal object is to levy upon unincorporated associations a State
tax in the same manner as is now levied upon incorporated
companies.

The right to levy such tax upon corporations is derived
from the bestowal of a privilege, and the legally implied
assent of the corporation thereto, by the acceptance of the
Act of the Legislature under which the corporation is organ-
ized, whether such Act be general or special. And it is by
virtue of such assent, and the special privileges, exemptions,
and immunities acquired by such corporation and its stock-
holders under the Act of Incorporation, that the special tax
■known as a Slate tax may be legally levied upon and collected
of such corpoiation. But the associations or firms sought by
this Bill to be thus saddled with a State tax, unlike corpora-
tions, possess no special privilege, and have never by any act,
express or implied, assented to the levying of such a tax
upon them; nor have they ever asked for any special legis-
lation, exemptions, or privileges winch would authorize or jus-
tify such special taxation; for it is to be borne in mind that
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the present Bill does not in anjr manner relieve the several
members of a copartnership from their liability for the entire
debts of the firm.

Copartners have the undoubted right to assent, at the
formation of the copartnership, to the subsequent sale of
either of the partners’ interest in the firm, and the substitu-
tion of the purchaser as a new member in the firm; and it is
the common practice and a universal right fur the partners to
execute and severally hold such written evidences as they
may see fit of their several shares in the partnership property
and business. In fact, the written articles of copartnership
are always, in substance and effect, certificates of the interest
of each member of the firm; for they express and declare
the amount of each member’s interest in the partnership
property: and the agreement of the several members of a
firm or association that each member may sell his interest,
and that the purchaser thereof shall acquire the full right of
the seller, neitherrelieves the liability to creditors on the part
of the retiring member, nor affords any immunity whatever;
whereas the member of a corporation is personally exempt
from all such liability. Hence there are strong considera-
tions why corporations should be subject to special tax, while
a copartnership or association is exempt therefrom. But the
proposed law seeks to subject to a special tax all firms or
associations which thus, in the exercise of’ their plainest and
long-enjoyed rights, deliver to the several members written
evidences of their interest in the partnership property and
business, and who assent in advance to the retiring of any
member of the firm, and the substitution therein of the pur-
chaser of such interest. This would seem to be an attempt
to impose unequal burdens of taxation upon certain firms and
associations for no reason, except that they avail themselves
of rights which are and ever have been free and open to all
who may see fit to adopt them. Therefore it is believed that
this Bill, if enacted, would be a direct violation of the consti-
tutional right of all citizens, that, under the same conditions,
taxation shall be justand equal; for the Bill seeks to impose
special burdens without conferring any special rights or im-
munities therefor.

For the Committee,

EBEN HUTCHINSON.






