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ARGUMENT.

Mr CHAIRMAN, AND GENTLEMEX :

The subject referred to your committes is that part of the
address of his . Excellency, the Governor, which relates to
Savings Baoka, 1t Is in these words: —

“ The rate of taxation on doposits in these institutiona is oaly
about one half the average rate of the State. Owing to the
great changes in our financial affaira, the drift of these institn-
tions is to become ordinary mounay corporations, and itis ques-
tionable whether such a preat relief from the public burdens is
longer justifiable.”

The Governor has correctly stated the purpose of the inquiry,
to wit: whether the one hundred and thirty-six milliona of dol-
lars, now on deposit in the Savings Banks, bear their just share
of the public burdens. To put the same gquestion in other
words, do the ooe hundred and thirty-eix millions of dollars,
which are placed in these banks by nearly four hondred and
eighty-nine thousand persons, pay as large a tax, as the same
money, inveated in the same way, woald pay, if it were in the
handa of the several depositora?

I have =aid that the form in which this question has been put
by his Excellency is corcect; and I may add that the form of the
question is also material, It admita that the tax which the State
lays upon the Savings Banks is-a property tax. The policy of
the State ia to tax these numerous small sums of moncy, which
for purposes of convenienca are collected in banks, no more, and
no less, than they wonld tax the same small sums of money, if
the depositors invested tham in the rame way, separately, instead
of iuvesting them collectively by their agents, the banks.
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This is manifeatly josk; and this bas always been the policy
of the Btate; for until the year 1862, the tax was laid, not on
the banks, but on the individual depositors, In that year, in
order to insure greater cevtainty in the collection of the tax,
and thus to secure & greater revanng, the tax wae laid directly
vpon the corporations. The depositor pays nothing; the bank
pays the tax for him, This makes tha State sore that no de-
positor eseapes; and saves the state the trouble of making out
many thouzands of tax billa, By one hundred and thirty-nine
tax bills (one for each Bavinga Baok), all sure to be promptly
collected, the Btate gets in this vear more than a million of
dollars, '

Kow the Governor was ‘well aware, ns all the gentlomen

of the committee are aware, that, thongh it iz the policy and
purpose of the State to tax these collections of savings as
property, yet the legal ground by which the tax is supported ia
a3 o tax on the frenchise. '

In point of law, the State has no right to tax the money of

ench depositor whick ia in the bank, at any different rate from .

that which it taxes the money-of the non-depoaitor, which is in
his poeket, or is employed ‘in his business. Therefors, though
it really intends the tax io be a property tax, and measurss it
accordingly, it supports it, whea the qaestion iz rajsed in a
court of law, 88 & franchise tax; o tax exacted [rom the banks,
aa the price of their corporate existence. The State sells the
banks their charters — their right and franchise to be banks —
for their annual payment of a som of money, This has been
decided by the Bopreme Court in the cases Commomweaith v,
The Peoples' Five Cents Savings Bank, 5 Allen, 428; Common.
wealth v, Provident Institution for Savings, 12 Allen, 312,

But, however useful this may be whao the subject comes into
court a8 a question of kme, no omae yet haas thought it worth
consideriog as a question of Jegisfation. 1nthe legislature, the
tax is always treated as a property tar, and it iz now submitted

al



b

to yom, as such, by tha Governor. And for all purposes of
legislation, thia, which ia the fair ground, is the strong ground.
If you are to lay a tax on the franchise, what is the franchise
worth? The baok neither discounts, nor has & cireulation, nor
creates stock, It can only receiva certain limited savings, and
let them out again, in a certain manner, as the astatute permits.
For this very limited privilege, and for the privilegs of having
& corporate existence and a common seal, the ‘State would
hardly charge them a million of dollars a year, — the sum which
they are now payiug. It is muoeh firmer ground for the State to
stand on,"as well as fairer ground for the banks to stand on, to
treat this question, for all purposes of lapislation, aa the Govs
ernor treats it, as a property tax, Assuch I shall now con-
sider it; and if any person of & legal and ingenious mind ia
troubled to reconcile these two theories, I will suggest to him
the usual anawer, which seema to be as good as the doubt which
it meets, namely, —that in eatimating the value of the franchize
of any corporation, for the porpose of fizxing the just tax, it is
customary and faie to take the value of the ateck, and place
wpou that the usual tax laid on other property; and as the
savings banks have n6 stock, bot only deposits of money,
which are in part exempted [rom taxzation, the State takes the
amount of these deposits, ascertaius the rate at which they
would be taxed, it not in the banks, and lays that rate of tax
upon them, — thus measuring tha value of the franchise.

Huving thus endeavored to settle the principle on which the
inquiry is to be condusted, let ns ratarn io the Governnr's quas-
tion: Do the deposits in the savings banks bear thoir fair share
of taxation? Are the sums deposited taxed az much in the
banks, as they would be, if the property in which they are now
invested by the baoks, were taxed as the properby of the imdi-
vidual depositors ?

The average rate at whial property subjest to taration is as-
aégsed in the several cities and towns in this Siate, a3 ascertained
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by the tax commissioner, (or the past year, is 1 {44 per contum,
or $15.44 on u thousand dollars. Thiv & the rae on property
subject to tozasion; but some kinda of property, and the property
of cerlain classes of persons, ara exewpt, and not taxable at
all, The present statute rate of taxing the deposits in savings
bapke is three-quarters of one per cent, or $7.60 on a thonsand
dollars, which is laid in two equal assessments upen the average
amount of deposita for six months next preceding the fret day
of May and the first day of November. This tax does not
touch any surplus, if sach exlsts, nor deduct any loss, if loss
has been made. o

The néxt question, then, ia: Do the Savings Banks hold
property exempted from taxation sufficient to make up the dif-
ference betwean these two rates of 87.50 and $15.44 7

Thers are four principal classes of property exempt from
taxation.

1. The bouds and securitien of the United States,

2. “The property, to the amount of $500, of a widow or un.
married female, and of any female minor, whose father' is de-
cegsued, if her whole estate, real and personal, not otherwise
exempled from taxation, does not excebd in value the sum of
$1.000." Gen. Btats. ¢, 11, sec. 5. ‘

3. # The polls and any portion of the estates of persons who,
by reason of age, infirmity and puverty, are, in the judgment of
the assessors, unable to contribute fally towards the pablic
charges.” Gen. Stats. c. 11, sec. 5.

4, “The personal property of literary, benevolent, charitable
and scientific iostitutions Incorporated within this Common-
wealth,” and ‘““the real and persopal estate of incorporated
agricultural societies.” Geno. Stats. c. 11, sec. b.

Of the first of theee exempted classes, that is, United States
bonds, the Bavings Benks hold, according to the Commissioner's
last report (p. 136}, $23,170,799, or a littls more than 17T per
cent of their entire deporils. Thess being exempt, should be de-

.
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ducied from the taxzable property of the bank, which baing dnna,
raises the rate of the tax nu the 83 per cont remaining 1o above
ﬂfﬁs of one per cent. The banks alao hold §1,382513 in
real estate. On this they are taxed twice: first, the usual
rate by the geveral cities or towna; and second, the 1 of one
" per cent by the State, as thia real estate is an investment of the
deposits.  This amount is a little more then one per cent of the
entire depesits; which raises the rale again to about %3 of one
per cent. To this is to bé added the amount for which the de-
positors would be exempted, under the statute referred to,ms
the property of widows, onmarried females, female minors, of
persons unable to cootribute fully to the public charges, and of
the institutions ‘and eocieties before pamed. How large thia
amount is, it is impossibla to prove; but it may be fairly taken
to bring the rate quite up to the average rate of $15.44 on the
$1,000, and, we think, very much beyond it,

Admi ting, for the purpose of the present argument, that
many persons of considerable property make depoeits in the
Bavings Banls, there can be no doubt at all that the great pro-
portion — the great majority — of the non-taxable c¢lassea make
their whola investments in these banks, They are the treasury
of this whole class. I make thiz statement in general terms,
becanse no one will doubt it, and because it Is sufficient [or my
present parpose, The particalar instances of such deposita will
be given by the officers of several banks in their statements
which will follow. The only war in which we can get at these
facts, which no published ratarn will show, ia from the personal
knowledge of the officers of the banks; and as a single instance
of the facts within the knowledge of sach officers, allow me to
repeat the statement of Mr, O, 5. Adams, treasarer of the
Framiogham Saviogs Bank. He says of his bank, “#It is
loeated in a country town, with a #parsa popalation, and with
but fow operatives, I presnme that I know ninety out of every
hundred of our depositors. 1 know the ecircumstances of



