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FOREWORD

The immediate importance today of questions of
taxatmn in the purchase and handling of investment
securities needs no explanation. Every investor must
determine questions of taxation in passing upon differ-
ent classes of securities as well as in preparing his tax
returns. . One of the outstanding factors in determining.
the desirability of any. security is its exemption from
taxation, . It was felt, therefore, that a book upon this
question would be of service to the general.investing
public -as' well as to lawyers, brokers, bankers, 1and
trustees.. , ... - L, -y S

The laws of the various states are set forth in . con-
cise, summanzed form. It seemed helpful to add thereto
a mmple explanation of the legal and practlcal principles
and methods of taxing investment :securities. ;. Thus
anyone cons1denng problems of taxation can readily
grasp the fundamental principles in regard to the taxa-
tion of securmes, and so understand. the various: state
statutes more accurately and readily.:.: : ... ./ |
. Unfortunately, the legal theories as well as "the
* present-day methods of taxing investment securities

- seem dlfﬁcult and obscure. The author has attempted
-~ s0 to state and classify these principles that they would
be easily understood by the layman as well as the lawyer.



Taxation of securities 1s in 1ts essentials by no means as
obscure a matter as it seems. A few legal fictions alone
create what difficulties there are. Once these fictions
are understood the methods involved become clear.

The practice and customs of the various states as to
taxation, independent of statutes or written laws, is of
the greatest: importance. -In stating these local prac-
tices, the author has relied upon the information ob-
tained from local tax officers to whom he 1s indebted.
No effort 1s made herein to consider inheritance or stock
transfer taxes.: Such taxes are not included in the direct
property tax — state, county; and municipal — or in the
inceme taxes upon securities, with which this work is
concerned, but are separate taxes and have already been
consldered 1in-other works.

The author is indebted to Messrs. Sidney R. anht—
ington and Weld A. Rollins, of the Boston Bar, for
permission to use suitable material collected by them in
a previous book. He 1s also indebted to Byron W. Reed,
Esquire, of the Boston Bar, for his most valuable ald
and collaboratlon in preparmg this work.,

T - SAMUEL SPRING.
70 StaTE ST., BosTon, Mass.,
August 1, 1920, |



CHAPTER R
NATURE AND KINDs OF SECURITIES

Secrion 1. KINDS OF PROPERTY.

‘The law has always made a sharp distinction between
land and all other property. Any legal right or 1nterest
in land, and anything permanently attached thereto, is
called real property.” All other property is called per-
sonal property. The most accurate terms are movables
and immovables. Real property, i. e.,-land and the im-
provements thereon, 1s 1mm0vable property ; all movable
property 1s personal property |

Personal property, however, itself falls into two great
natural classes:

(@) tangible personal property, i e., chattels, or
property that exists in nature; |

() intangible personal property, or propertﬁr'"cre-
ated by legal act or fiction, for example, invest-
ment securities,

Securities are not actual tangible property, but are
simply legal rights, created’ by law and' deriving their
value from the power of legal enforcement. - ~They are
usually evidenced by written agreements. A horse
exists in nature; a bond i 18 created by law. " '

.~ 1By hlstoncal accident, leaschold interests in la.nd are ealled chattels real
and are classed as personal property.
1
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SEC, 2 SECURITIES OR INTANGIBLE PER—-
. SONAL PROPERTY.

The law recognizes many dlﬂ'erent kinds of personal
rights; those  with which we are chleﬂy concerned in
considering investment:securities ‘arise from contract or
~agreements between persons. . .. *

The 31mplest and most 1mportant contract nght is a
debt.” Upon this fundamental legal conceptloii is based
the bulk of investment securities. ' One person "lénds
-another one hundred dollars., The actual coin,_ let us
- say, passes hands. No new Wealth 18 created the same
- amount’ of metal com remains in emstence.‘ So far as
't%ﬁgible personal property 1s concerned ‘there ‘113 no
_change; there is' no more tanglble pmperty to tax.

. ‘But the law creates. an- obligation to repay the one

- Bundred dollars, which the ldw will enforce. Thls nght
to have the law enforce the repayment of the money
becomies a:security or 1ntang1ble personal prOperty As

such, it can be taxed e

snc.wé.h,_—..fNOTEs.w ‘
- If this debt be put in writing in’ the precise form of
2, promissory. note, :we. have the most familiar.kind of
security. . .Since. pronnssory .notes have . certain :privi-

leges ..of - negouablhty, their - use, has. become common.
The law has; tended to accept the: note itself, i.c., the

- .wntten ewdenee of the legal obligation, since it.is defi-
- .nite and tanglble, as a tangible chattel similar to other

tangtble chattéls,"and to consider the written note itself,
” |



and not the legal obligation, in deternnmng questions of
taxatlon. P | 2 1 L

_SEC. 4- BONDS R

| The dlstlnctlon between notes and bonds 18. entlrely

one of custom, and, therefore, difficult to state precisely.
All bonds . are notes, .4, e., every bond is. fundamentally
| merely a contract to repay money advanced By the
term bond is usually meant a long term note secured by
mortgage of real or personal property, representing a
more or less permanent investment in the capital of the
business. Bonds, in a word, usually represent a funded
or permanent, secured debt, while notes are often un-
secured and usually mature in a short penod

Skec. 5. GOVERNMENT AND MUNICIPAL
BONDS.

Government and municipal bonds are simply the un-
secured promlse of the Government or 1ts agencl_es to
pair. g -~ TP e

‘Since the Federal Govemment is supreme, Umted
States bonds “are entirely exempt from State ‘and local
taxatlon in the hands of the holder. The Federai Gov—

o ernment ‘may and does 1mpose an 1ncome tax Upon 1ts

) oWn 'secuntles.

* Municipal’ ‘bonds are techmcally obhgatlons of pub-
'hc corporatlons, because our countles, c1t1es; towns,

 3Sec mfra sec. 21, chap 2 page. * :

'8Ses. McCulloch v. Mai land 4 Wheaton 316 Brown v Maryland 12
- thaton 419. Weston v. Charleston 2 Peters 450.
- .. *See Revenué ‘Act 1918, -(Income Tax Law 1919). sec. 213 (4)."
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and other governmental sub-divisions, acting as govern-
mental agencies of the States, have the legal form of
corporations. Private corporations are to be distin-.
guished from these governmental agencies or pubhc
corporations. Bonds may also be issued by the vanous
states. SR S

Prior to 1911, when the sixteenth amendment to the
Federal Constitution was adopted, the Federal Govern-
ment clearly had no power to tax the securities of any
state or government agency thereof. Thus municipal
and state bonds have always been considered tax exempt.
The 31xteenth Amendment prowdes :

“The Congress shall have power to lay and
collect taxes on incomes, from whatever source
derived, without ‘apportionment among the sev-
eral states, and without regard to any census
or enumeration.”

There has been much discussion as to whether the
words “from whatever source derived” should be._con-
‘strued to ‘be as all-inclusive as they appear at first
glance and thus to include the income from mummpal
bonds and the salanes of state ofﬁaals or whether they
should be limited in their meamng SO as not to include
the income from the securities of the various states and
thelr agencws. T
" Thls uncertamty, with a consequent fear that the
present-dav tendency of large fortunes to seek refuge

- 'Sec Pollock V. Fanncra Loan & Truet Company 157 U S. 429
4. '



from Federal incoine taxation by the' conversion of
wealth into mun1c1pal tax-exempt securities would lead
Congress to try to impose an income tax upon such
securities, has disturbed some mvestors m municipal
securities. : - "

The recent division of the Supreme Court in Fyans
v. Dore, however, has brought this uncertainty to an
end. In that case the Supreme Court, in determining
that the salaries of Federal judges cannot be made sub-
| _]PCt to the income tax, held that the Slxteenth Amend-
ment did not add any new sources of taxation to the
Federal power. Thus the Supreme Court holds that
municipal and state securities cannot, under the con-
stitution, be taxed by the Federal Government.
A state, of course, may tax its own bonds and the
bonds of its own Governmental agencies, mcludlng
municipal corporations. Whether or not such a tax is
imposed depends upon the laws of each particular state.

The tendency today 18 to exempt state and municipal
bonds from all tazation.

SEc. 6 BANK DEPOSITS

Bank dep031ts are in law simply a debt of the bank
to the depos1tor. -Sometimes they are evidenced by cer-
tificates ‘of deposit:; ‘There has been a tendency in the
law of taxatlon however, in con31dermg dep031ts , to view

'Not yet: reported For a full consideration of the argu aments ledmg that
the sl:xteenth amendment does not apply to the income: from municipal and
state bonds, sec an article by Albert C. Ritchie, in American Bar Association
Journal Oct. 1919: for the contrary arguments see an Article. m Volume
- XXXIII Harvard Law Revmw page ‘794 by Harry Hubbard, =~ -

S



them not as debts, but as money on hand in the bank,
Therefore, the general tendency of the law is to allow
taxation of bank deposits in the bank where they are
located even if the depositor is a non-resident. In many
states, it is the custom to tax the bank, and not the de-
positor for savings deposits.

SEc. 7. CORPORATE STOCK.

Corporatwns are artificial or theoretlr'al persons cre-
ated by law for convenience enj oying the legal rights and
subject to the legal 11ab111t1es of an individual or natural
'person. A corporatlon can be created only by the legal
act of some soverelgn power such as the United States of
America, or one of the states. A corporation orgamzed
under the laws of one state has no constitutional right
to do business. in another state, but by custom and
comity, a corporatmn created in one state is allowed to
do business in other states and countries.” There is
usually a dlstlnctlon in taxing corporate securities be-
tween forelgn and domestic corporations. A corporatron
is a domestic corporation in the State which created it;
it 1s a foreign corporation in all other states.

.. Stock of a corporation is merely evidence of owner-
shrp of part of the capital of the corporatron. Stock
may be elther preferred or. common, €0y the preferred

¥ See a mest 1llummatm and authoritative artrcle entitled Jumd:ct:on to
Tax by - Professor Joseph H. Beale of the Harvard Law School, Volume XXXII
Harvard Law Review 607,. The author is greatly indebted to this article in
much of his discussion of the legal principles of taxmg intangible securities.

. ‘IScc Beale, Ferelgn Corporauena, Chapter 1. Cook on Corporatmns Sec-
tion

“?Seé’ Beale, Forelgn Corporamna Chapter 4... : TR
“®See Cook on Corporations, section 12, . .. | SRENE
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stock may have certain prior privileges as to dividends,
and also as to principal. A corporation like an indi-
vidual may 1ssue notes and bonds.

Sec. 8. PUBLIC SERVICE CORPORATIONS.

Public service corporations are those corporations
voluntarily undertaking to serve the public in certain
public callings. Occupations or callings which are of
immediate and vital concern to the public are impressed
with public rights, and any corporation or individual
undertaking to serve the public in any of such callings,
becomes a public service corporation and must serve all
without unreasonable discrimination at reasonable
charges, or rates, and under reasonable regulations and
conditions.” Public service callings or occupations
roughly include natural monopolies and means of trans-
portation, communication, and methods of supplying
public necessities. Railroad corporations, both steam
and electric, street railways, telephone and telegraph
companies, gas, water and electric light companies,
warehouses, steamship and power companies are all
classified as public service corporations. Such corpora-
tions are subject to reasonable regulation by the public
and their securities are often subject to different taxes
than the securities of private corporations. It is the
tendency today to forbid such corporations to issue
securities without the prior sanction of the public reg-
ulatory authorities.

1 See Wyman, Public Service Corporations, sec. 1; also Book I.
7 :



Sec. 9. BANK STOCKS; NATIONAL BANKS.

The Supreme Court of the United States has held
that under the Federal Constitution Congress has im-
plied power to create banking corporations located and
doing business in any of the. states, although no such
express power 1s conferred on Congress by the Consti-
tution.” Under these decisions, Congress has created
national banks, each a separate corporation, and:lo-
cated in a particular state.” The Supreme Court of the
United States has further held that a state cannot tax a
national bank as such, or tax any of its functions, be-
cause the power to tax involves the power to destroy.”
The states, however, can tax the stockholders of a
national bank, for a tax upon the stockholders is not a
tax on the bank itself. Since it 1s difficult to collect a
tax from the stockholder himself, most states have tried
to avoid this difficulty by imposing upon the national
bank an obligation to pay the tax upon the stockholder.
Many of such statutes are of doubtful constitutionality.
Shares in_national banks, under Federal statutes, can
be taxed only in the state where the bank is located.
Thus, a state cannot tax its own citizens for shares in
national banks, located in other states, owned by such
citizens; but the State can tax non-residents for shares
in natlonal banks located within the state. |

B McCulloch v. Maryland 4 Wheat (U. S.) 316
* Hazen v. Lyndonville National Bank 70 Vt. 543; 41 A, 1046.
¥ McCulloch v, Maryland 4 Wheat (U, S.) 316.

8



Sec. 10. BANK STOCKS; STATE BANKS &
TRUST COMPANIES; INSURANCE
COMPANIES. o *

Practically all banks and insurance companies are
corporations. In some states, including Massachusetts,
banking corporations—i. ., the usual state banks of dis-
count—are not called banks but trust companies. The
distinction for purposes of taxation is sometimes im- -
portant, but depends upon local usage and statute.
Some states distinguish as to a genuine trust company—
i.e., not a bank of discount, but a corporation acting
in a fiduciary capacity. Some savings banks have
shares of capital and issue stock certificates; mutual
savings banks and mutual insurance companies, gen-
erally do not. |

of

Sec. 1. BANK STOCKS: CO-OPERATIVE
BANKS.

Co-operative banks, building and loan associations,
and credit unions are generally corporations enjoying

special privileges and exemptions, and are usually taxed
under special statutes.

Sec. 12. UNINCORPORATED ASSOCIATIONS.

Unincorporated assoctations are such organizations
as do not enjoy the artificial existence as a separate
entity of a corporation but are too large and too defi-
nitely organized to constitute partnerships. Such asso-
ciations generally issue certificates of stock which are

o



merely evidences of part ownership of the capital of the
association. - In Massachusetts, such associations are
common under the name of voluntary associations or
real estate trusts.” ' In New York, such associations are
called joint stock associations. Joint stock associations
include many large corporations and large volumes of
securities have been issued by such organizations. The
. creation of such organizations is often due to an effort
to avoid the burdens of corporate taxation, and therefore
the tendency today in legislation is to group such asso-
ciations in the same class as corporations. Such organ-
1zations are considered either partnerships, and taxed
under the same rules as are individuals; or are consid-
ered associations and taxed under the same rules as
corporations. Massachusetts investment or real estate

trusts are not classed as corporations for purposes of
taxatmn.

.. % 8ee Crocker v. Malby 249 U. S. 223.
10



CHAPTER IL

LecAaL RuLeEs AND METHODS OF TAXATION OF
SECURITIES |

Sec. 13. BASIC THEORIES OF TAXATION. |

The methods and theories of taxation of investment
securities, although outwardly complex and confused,
especially to those without legal training, are in fact
simple and easily comprehensible.

. 'The power to tax is one of the fundamental attri-
butes or rights of every government or sovereignty."
But this rnight, in law and common sense, is limited to
persons and property within the territory controlled by
the sovereignty.” Taxation is a payment to the gov-
ernment for protection and other benefits conferred by
the government; therefore, the sovereign may tax only
that which 1s within his protction, 1. ¢., within the ter-
ritorial limits of his power.” By custom enacted into
law- the sovereign usually exacts annual tax payments.

Sec. 14. KINDS OF TAXES AND KINDS OF
PROPERTY.

~'The different. kinds of taxes follow the different
kinds of property and legal rights. What confusion

» McCulloch v. Maryland 4 Wheat (U. S.) 316, 419. |

' State Tax on Forclgn Held Bonds 15 Wall (U. S.) 300.

® Commonwcalth v. Standard QOil Co, 101 Pa. 119, sce Beale Jurisdiction
to Tax 32 Harvard Law Review 587, . |

11



there is arises from the failure to understand certain
ancient but important legal distinctions as to classes
of property outlined in the premous chapter and also
certain legal fictions,

Sec. 15. THE TAX ON LAND.

The tax on land, perhaps, is the most obvious tax.
Land and improvements thereon can only be taxed by
the governmental power within which they are situated.”
Immovables, in other words,- cannot be taxed by any
other sovereignty than that within Wthh they are physx-*

cally located ,

SEC. 16. INHER_ITANCE EXCISE AND OTHER
TAXES. - NPT .
Since the right to transmit-property by inheritance
to one’s heirs, or. by will, is a right created solely by
law ” the sovereign may impose a tax for. ccinferring
that right called an inheritance tax which i 18 usually
imposed on all kinds of property. -
~ So, also, since a corporation is an imaginary or arti-
ficial legal person created solely by law, the:sovereign
may 1mpose a tax upon the right to exist and do busmess
as a corporation called an excise or frarichise tax.”
Other taxes, such as taxes upon ocmpatmns and sales
stamp taxes upon legal documents, indirect taxes im-
posed upon property used or consumed, may be imposed

® State v. Ross. 26 N. J. Lljz Dutch) 224,

#2 Bl Com, 515; State v amhn 86 Me. 495; 30 Atl. 76; Gleason and
Otis Inheritance Taxatlon (sec. Ed.)

RCity of Newark v. Tunis 73 Atl 1066 81 N. J. L. 45.
12



by the sovereign. These taxes, since they are each of a
peculiar nature, are beyond the scope of this book.

Sec. 17. THE TAX ON TANGIBLE PERSONAL
PROPERTY OR CHATTELS.

As 1n the case of land, chattels are taxed by the sov-
ereign within whose territorial control they:are found.”
Tax day is taken as the controlling time since personal
property 1s movable. Personal property only tempo-

ranily within a sovereign’s territory on tax day, however,
cannot be taxed.”

Sec. 18. THE TAX ON THE PERSON,

This perhaps is today the most important tax. The
sovereign may impose a tax not only upon citizens of
the country but upon everyone domiciled in the sov-
ereignty = (1. e., permanently living within the terri-
torial limits of the sovereignty) and thereby receiving
protection and the benefits of government. A personal
tax cannot be 1imposed by a sovereign upon a person not
domiciled within the sovereign’s territory, even though
such a person be temporanly within the soverelgz ’s ter-
ritory on tax day. -

A personal tax may take the form of a uniform head
or poll tax, fixed regardless of the individual’s wealth.
More commonly, however, personal taxes are estimated

B Coe v. Errol 116 U. S. 517.

® Hays v. Pacific Mail S. S. Co. 17 How. (U. S. 596).

¥ Frantz's Appeal 52 Pa, 367.

* Boston Invest Co. v. Boston 158 Mass. 461; 33 N. E. 580.

13



on the basis of the individual’s wealth. Income taxes
in substance come within this class; so, too, roughly
speaking, are the taxes on investment securities. In
taxing a person, the sovereign may estimate his re-
sources by his income and impose a personal tax fixed in
amount in proportion to this income; or a person’s re-
sources may be estimated on the basis of the amount
and value of his intangible personal property and a
personal tax fixed thereby. |
The tax on investment securities, therefore, like the
income tax, is generally a tax upon the person. The
domicile, or established residence of the owner, is the im-
portant factor; a perscual tax upon the owner of
securities can be 1mposed only by the sovereign of the
domicile.* The sovereign within whose territory the
debtor is domiciled, it 1s generally held, cannot impose
such a tax.” - |
In place of, or in addltlon to, a personal tax ﬁxed
upon the basis of investment securities owned by the
tax-payer, a direct tax upon intangible personal prop-
erty, like the tax on land, in distinction from a tax on
the person of the owner of intangible property, may be
imposed. Such a direct tax can be imposed only on
property .actually within the State. A seat in a stock or
produce exchange is often taxed where located.” Those
securities called mercantile specialties—notes, bonds,

* Boston Invest. Co. v. Boston 158 Mass, 461; 33 N. E, 580.

*N. Y. R. R. v. Penn, 153 U. S. 628; sec Bcale Juris, to Tax XXXII Har-
vard Law Review 603.

* Matter of Glendenning 68 App. Dw 125 74 N. Y. Supp. 190.
14



possibly stocks, and bank deposits—can, and sometimes
are, taxed where physically located like other chattels.
Other intangible property having no basis for a fictitious
physical existence cannot be directly taxed.

Sec. 19. AN IMPORTANT LEGAL FICTION.

The theory has always been that in taxmg personal
properl:y, the person of the owner is the primary con-
sideration. One of the most 1mportant fictions of the
law is based upon this theory. It i 1S expressea in the
legal maxim, “Mobilia Sequuntur personam,” or “Mov-
ables follow the person,” 1, ¢., movables are to be consid-
ered located, for purposea of taxation and inheritance,
where the owner is domiciled.® Thus the sovereign
‘having jurisdiction over the person of the owner
taxed, can tax the owner for the personal property
owned by him, including intangible personal property
such as investment securities, even though such securi-
ties be outside of the state and represent an interest in
enterprises beyond ‘the state. Whether the tax on
chattels be a direct or personal tax is of no practical
significance except in the case of a non-resident owner.
Where chattels are located in one state and the owner is
domiciled in another state, the question has an 1mmed1- *.
ate importance. |

Hitherto the law has allowed the application of this
maxim to the case where a resident in one state owned

3 Gee Beale, Juris. to.Tax XXXII. Harvard Law Rcv:cw 591 alao Umon
Refrig. Transit Co v. Kentucky 199 U. S. 194. .

15



chattels:in another state.: He could be taxed upon these
chattels located beyond the state and not protected by
the state. . -

.. 'The Supreme Court of the United States, however, in
a. farrly recent decision.” which has created considerable
discussion;-has held that this: maxim cannot be applied
to tanglble personal property outsrde the state without
violating ‘the'F ourteenth Amendment to the Federal
'Constrtutlon Tangrble personal property is classed in
the same way as real property, 1_f located beyond the
terrrtonal 11m1ts of the. soverelgn, it cannot be taxed by
the soverelgn ‘even if the owner is do niciled within the
state.‘ In. other words, the personal tax cannot be
| apphed to personal tangrble property outsrde the state.

-ri-

SEC. 20 THE RULE AS TO SECURITIES.

Thxs rule does not apply to personal mtangrble prop-
erty or securities.” ‘Wherever located, the owner can be
taxed thereon in the form of a personal tax. . Therefore,
the fundamental question in the taxation of securities is,
—what tax does the sovereign of the place where the
owner lives impose? . In some cases, however, the ques-
tion of what tax .is imposed by the sovereign of the

~ state where certain .securities - are located becomes. of
1mportance.

.+ ®Union Refngerator Transit Co. v. Kentucky 199 U. S. 194,
" Fidelity and Columb. Trust Co. v. Louisville 245:U. S, 54. -

16



Sec. 21. 'MERCANTILE SPECIALTIES AND
-~ .. BANK DEPOSITS. . |

| ‘fThe law has tendeéd to recognize certain securities
as having an actual existence in the paper which recites
the legal obligation.” Such securities are called mercan-
tile’ spec1alt1es By a rather uncertain distinction, prom-
issory notes and bonds" are ‘considered mercantile
specialties. The tendency is‘to consider shares of ‘stock
mercantile specialties likewise;” but the question is still
in doubt. Policies of insurance are:not so considered.”
Mercantile specialties and bank deposits™ can be directly
taxed in the state where ldcated ; other intangible prop-
erty cannot be so‘taxed, since it has no ‘location or
physical existence and -can be taxed only as part of a
personal tax upon the owner. = R
‘Bank deposits, as has already been pointed out, are
gradually being viewed by the law not as mere debts,
—yet- such is their true legal nature—but as currency
or coin on hand in the bank.” - The courts are tending to
consider the currency in the bank, rather than the right
to collect a debt, as the actual property involved. In
this tendency the courts are following the common busi-
ness view. The. ability to collect a bank deposit in-
stantly causes one to view such a dep031t as .money

. M New Orlcans’ v. Stem 1175 aU 309 ‘Blackstone v. Mxller 188 U. S.

189; Leavett v, Blades 237 Mo 695; 141 S, W 893. ;

“Bcllowa Falls Power Co. v. Cnmmonwcalth 222 Mass. 51 109 N. E. 89!
see Strob v. Detroit 131 Mich. 109, 90 N. W. 1029, !

B Matter of Horn 39 N. Y. Misc. 133, 78 N. Y. Supp. 979, - - "

% Blackstone v. Miller 188 U. S. 139 Matter of- Houda r 150 N Y 37
44 N. E. 718; Schmidt v.-Failey 148 Ind. 150 47 N, E 326 -

* Blackstone V. Mlller 188 U. S. 189.

17



actually awaiting the owner in the bank’s vaults. Yet
this view is contrary to fact. No bank can pay off all
its deposits forthwith, The coin i1s mingled, not kept
separately, and what coin there is by no means equals
the claims of the depositors. But be that as it may, the
law tends to follow common practice in viewing bank
deposits as cash in the bank, and, therefore, allows a
direct tax to be imposed upon that deposit in the bank
where it 1s Jocated as well as in a personal tax upon the
owner of the deposits.”

Obviously intangible personal property, other than
mercantile specialties and bank deposits, cannot be
taxed other than by a personal tax upon the owner.
The owner of all securities including mercantile special-
ties and bank deposits, can be taxed at his domicile for
such securities. Double taxation, though inherently
unjust and undesirable and often held unconstitutional,
1s not necessarily invalid under the Federal Constitu-
tion where the same property is taxed in different forms
in different jurisdictions.”

Sec. 22. TAX ON STOCK.

Stocks, as has been pointed out, are generally con-
sidered mercantile specialties. Thus they can be taxed
where actually located.” A personal tax may be im-
posed upon the owner by the Sovereign of his domicile,”

™ See note 34 supra.
" Coe v. Errol 116 U. S. 517.

®*People v. Reardon 184 N, Y. 431, 77 N. E. 970
II"Sl:e supra sec. 18,
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Since a corporation is the creature of the law creating it,
" the sovereign creating the corporation can impose a tax
upon the stock he thus creates.” Therefore, three dis-
tinct taxes are possible in the case of corporate stock. |

Sec. 23. CONCLUSION AS TO TAXATION OF
SECURITIES.

Such securities as bonds, promissory notes, and bank
deposits and probably stocks may be directly taxed like
land and chattels where they are physically located.
Securities are usually taxed, however, in the form of a
personal tax imposed on the owner by the sovereign of
the domicile. Thus, two different kinds of taxes—a
direct tax upon mercantile specialties and bank deposits,
and a personal tax upon the owner of the kinds of in-
tangible property—must be reckoned with.

These two apparently conflicting taxes, resulting
sometimes in almost double taxation, are the source of
most of the confusion in the case of the taxation of se-
curities. The two theories or methods of taxation are
somewhat inconsistent. The legal theory as to mercan-

tile specialties is convenient yet artificial and uncertain
—and makes possible, in the case of a tax-payer, a direct
tax by various states upon mercantile securities and
bank deposits located within such states and a personal

tax upon all securities and deposits wherever located,

9 State v. Travelers’ Insurance Co 70 Cenn 590, 40 Atl, 465; Tappan v.
Merchants’ Bank, 19 Wall. (U, S.) 490.
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including those already taxed, by the sovereign of the
owner’'s domicile. Double taxation, therefore, illegal
under identical circumstances in the case of land or
tangible personal property, is legally possible in the case
of investment securities and not unknown. This diffi-
culty 1s the source of much of the obscurity as to taxa-
tion of investment securities.

Sec. 24. DIFFICULTIES IN TAXING SECURI-
- 'TIES AND MODERN METHODS.

The tax upon intangible personal property has been
notoriously futile in the past. It 1s difficult to conceal
a horse or a house from the tax collector on tax day; it
1s easy to conceal bonds or other securities. Thus such
securities have seldom been taxed in the past. In all
taxation, the cost of collecting the tax is a material fac-
tor; a thorough search for hidden securities is too
expenswe and inquisitorial a matter to be practicable.

Knowing that many people fail to make a full return
of their intangible personal property for taxation, the
tax collectors have tended to be lenient in easy and
apparent cases because of the resulting unfairness. Thus
the enforcement of direct or personal taxes upon in-
tangible personal property has been exceedingly lax.

. Of .recent years, however, there has been two reme-
dies adopted, to meet the situation. +

One tendency has been to coax securities out of their

hiding places by charging a small tax for registration
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which make the security tax free for a period of time,
Securities not so registered are subject to the full prop-
erty tax without any deduction for debt and thus are
heavily taxed. The fear of this heavy tax, it is felt, will
induce the owner to register his securities. Connecticut
first adopted this practice; New York, Iowa, Minnesota,
and Michigan have such laws. Massachusetts recently
enacted such a law,” of doubtful constitutionality, but
soon repealed it. INew York likewise has repealed 1its
registration laws.

The other tendency is to exempt the security itself
from taxation and to tax the income thereon together
with the other income of the owner. This is the Wiscon-
sin policy. Massachusetts has followed this theory
recently. Under this theory, the security itself is tax
exempt, only the income is taxed. Where an income
tax is 1mposed generally such a practice means a uni-
form tax policy and easier enforcement. ‘This is the

prevailing tendency today. Most states are reforming
their tax laws so as to establish this income tax method.

Some states tax securities at a lower rate than other
property, without any registration provisions, in hopes
of thus inducing owners not to conceal their securities.
But the success of all those expedients is uncertain, The
most successful method today probably 1s the imposition

of an income tax in place of a tax upon the security
itself.

¢ See W. Hastings Lyon, Taxation of Securitics, National Tax Association
Proceedings, 1914, p. 207. |
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The tax exempt security, in view of the weight of
income taxation, has become the chief consideration in
questions of taxation. In taxing securities the State
has come to occupy a dual position. The vast increase
in the amount not only of national but state and par-
ticularly municipal and other local governmental in-
debtedness has transferred a good share of the national
wealth into this form of securities. Thus governmental
securities have become common indeed. The state or
its governmental agency in taxing such securities is
restrained by the desire of selling its own securities at
par or better than par. Thus it is becoming common
today to make such securities tax exempt although the
drastic Federal income tax on large incomes-has caused
a tendency on the part of large estates and wealthy in-
dividuals to bid up the price of municipal bonds so
that this exemption from local taxation is perhaps not
so necessary. The tendency in the future as to the ex-
emption of governmental securities from taxation will
depend upon the facility with which the states and their
agencies. can sell their own bonds.

Sec. 25. DEDUCTION OF DEBTS.

It is generally held that fairness and equality in
taxation requires a deduction of debts from credits.
There is great diversity of interpretation as to what con-
stitutes a deductible debt. A few states allow deduc-
tion of debts from all securities. Very frequently the
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right i1s qualified so as to prevent a purchase of non-
taxables on credit or other devices to create such a
set-off and thus reduce taxes. In any case, where the
question is of importance, the statute aad decisions
must be examined. In some states where credits, such
as notes, bonds, or bank deposits are taxed, the averags
for a whole year 1s taxed instead of the amount owned
on a certain day. |

This factor is of particular importance in the case
of taxation of mortgages secured by an interest in land.
The mortgage debt, aside from the mercantile specialty
or note sometimes involved, as such cannot be taxed
other than as a personal tax upon the owner thereof.
But the security represented by the interest in the land
can be taxed by the sovereign within which the land is
situated. There are in fact two owners of the land: the
mortgagor and the mortgagee. The interests of both
can be taxed, but it i1s generally held as an essential con-
dition as to the validity of the tax that the tax upon the
mortgagor and upon the mortgagee together must not
exceed the tax on the land itself, 1. e., allowance must be .
made for the fact that the two taxes are imposed in
fixing either tax.” Hence, since it is customary: simply
to tax the land to the legal owner for the full tax, allow-
ance 1s usually made in taxing debts secured by an in-
terest in land for the value of the security involved.

~ “Savings & Loan Society v. Multonomah County 169 U. S. 421, Kenney
v. Treasurer and Receiver General 207 Mass. 368.
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Sec. 26. TAXATION OF PROPERTY HELD BY
TRUSTEE OR ADMINISTRATOR OR
OTHER FIDUCIARY.

In the case of personal property, 1. ¢., securities, held
by a trustee, the trustee as the legal owner is taxable
therefor as though there were no question of a trust in-
volved.” Thus a personal tax may be imposed upon a
trustee although both the securities and the beneficiary
are situated outside the state.” Some states, such as
New York, where both the securities and the beneficiary
are outside the state, do not impose a tax upon the trus-
tee, but the legislature can change this rule since it
enjoys the legal power to 1mpose such a tax.

More difficulty arises in the case of an executor or
administrator since the powers therein involved are
conferred by court. It is generally held that the sover-
eign conferring the power to act as such, and not the

sovereign of the executor’s or administrator’s domicile,
may impose a tax."

R 6;'9Davis v. Macy 124 Mass. 193; sce, Beale Juris, to Tax XXXII. H. L.

4 Price v. Hunter 34 Fed. 355; Guthrie v. Pittsburgh C. & S. L. Ry. 158
Pa. 433; 27 Atl. 1052,

®In re Miller 116 Ia. 446, 90 N.W. 89; Commonwealth v. Peebles 134 Ky.
121, 119 5, W. 774,
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FEDERAL INCOME TAX.

Note—An adeguate discussion of the p::ovisions of the Federal income Tax
1s, of course, beyond the scope of this work. For convenience, however, a few
of the fundamental provisions of the Federal Income Tax Law, as they are
applicable to investment securities, are herein given.

BONDS, NOTES, AND DEPOSITS.

(A) Individuals, who are residents or citizens of the
United States, pay a normal tax of 4% on the first
$4000 of annual income and 8% thereafter on all
income for the current year after allowance of
certain deductions and credits, plus a surtax be-
ginning at $5000. This includes all income from
bonds, notes and deposits in banks without dis-
tinction, except that the income from bonds and
obligations of the various states or any political
sub-division thereof, and bonds issued under the
Federal Farm Loan Act of July 17, 1916, 1s
exempt. Income from bonds or obligations of the
United States, 1ssued prior to September 1, 1917,
1s likewise exempt; as to income from obligations
of the United States issued after September 1,
1917, or bonds 1ssued by the War Finance Cor-
poration, such income 1s exempt to the extent
provided in the various acts.
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The Following Table sets forth the Exemptions from
Taxation of the Various Liberty Loan Issues:

1. First Liberty Loan 31%°s. Exempt from all
taxes, Federal, local and state, except Federal
Inhentance Tax.

2. Second Liberty Loan 4.
Third Liberty Loan 4¥4’s.
Fourth Liberty Loan 414’s.

(a) Normal Tax.
Exempt from normal Federal income, also
from state and local taxes, except inheritance
taxes.

(b) Surtax and Excess Profits or War Profits Tax.

1. Under Second Liberty Loan Act interest on

' an aggregate of $5000 par value of any Liberty
Loan 4’s or 414’s, War Savings Stamps or
Treasury Certificates of Indebtedness, 1is
exempted from Federal Income Surtax, War
Profits or Excess Profits Tax in the hands of
individuals, associations, or corporations.

2. The “Supplement to Fourth Liberty Bond
Act” exempts, until two years after termina-
tion of the War, interest received after Jan. 1,
1918, on not exceeding $30,000 Fourth Liberty

- Loan Bonds (or converted First Loan 315
‘Bonds) and an aggregate of Second or.Third
4’s or 4%4’s, or bonds converted thereinto, up
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to $45,000, and not exceeding 114 times Fourth
Liberty Loan subscribed for and held on tax
day, from surtax, war profits and excess profits
taxes in hands of individuals, associations or -
corporations.

3. Under the “Victory Loan Liberty Act,” in-

terest received after Jan. 1, 1919, and until
after five years after the termination of the
War on $30,000 of any Liberty Loan 4’s or
414’s is exempted from surtax, excess profits
and war profits tax in the hands of individuals,
associations or corporations. It is also pro-
vided that the same exemption shall apply to
an aggregate of $20,000 of any liberty loan 4’s
or 414’s, provided such exemption shall not
apply to an aggregate amount of bonds ex-
ceeding three times the amount of Victory
Loan Notes originally subscribed for and held
on tax day. )
Excluding 3147, it i1s possible to hold Liberty
Bonds amounting to $160,000 the income from
which 1s exempt from surtax, war profit or
excess profits taxes.

3. Victory Loan (Fifth).
434% notes exempt from normal Federal Income

Tax.

334% notes exempt from all taxes, state, local
and Federal, except inheritance tax.
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(B) Corporations pay an income tax of 10% (plus
certain excess and war profits taxes) upon annual
income, with like exemptions as to the income
received by corporations from State and Federal
obligations.

No deduction can be made for interest paid on
loans incurred to purchase tax exempt securities.

STOCKS.

An individual need pay no normal income tax on
dividends derived from such stock since the corporation
itself pays such a tax; but a surtax must be paid on all
such income if such income comes within the surtax
brackets.

A corporation must pay an income tax on all divi-
dends received by it.



MASSACHUSETTS.
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
Exempt. (See Part I., Section 5, page 3.)

Sec. 2. MASSACHUSETTS STATE BONDS.

'Taxable except bonds or certificates of indebtedness
1ssued since January 1, 1906.

- (Acts 1909, Chap. 490, Part I, Sec. 4, Clause 3;
Sec. 5, Clause '15 as amended Acts 1914,
Chap. 83). |

Sec. 3. MASSACHUSETTS MUNICIPAL
BONDS.

‘Taxable except bonds, notes and certificates of in-
debtedness of any county, fire district, water supply dis-
trict, light district, watch district or improvement
district, city or town issued after May 1, 1908, stating
on their face that they are exempt from taxation in
Massachusetts. '

(Acts 1909, Chap. 490, Part I., Sec. 4, Clause 3;
Sec, 5, Clause 15, as amended Acts 1914,
. Chap. 83).
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Sec. 4. STATE AND MUNICIPAL BONDS OF
OTHER STATES AND COUNTRIES,

Taxable as to income but not as to bonds themselves.
(Acts 1916, Chap. 269, Sections 2 and 11).

Sec. 5. CORPORATION BONDS.
Taxable as to income but not the bonds themselves

whether the corporauon is orgamzed under. the laws of
Massachusetts or some other state or country.

(Acts 1916, Chap. 269 Sections 2 and 11).

Nm ~Loans secured exeluswely by mortgages of real estate, taxable as

- such, situated within Massachusetts to an amount not exceedm .the agsessed

value are exempt from taxation. (Acts 1916, Chap, 269, Sec. 2, Clause 3 (a)
Bonds, it seems, would be included within the term "loans ”) o

NOTES

rszc. 6. NOTES SECURED BY REAL ESTATE
MORTGAGES.

Notes: secured: exclusively. by mortgages of real
“estate, taxable as such, situated in Massachusetts, to
an amount not exceeding the assessed value of the mort-
gaged real éstate are exempt from income or other tax.
The mcome trom the excess is ‘taxable. N otes secured
- by mortgages of real estate outside of Massachusetts

are taxable as to 1ncome but not as to the notes them-
selves.

(Acts 1916 'Chap. 269 Sections 2. and 11)

;;;;;;

Real estate mcludes bulldmgs.
(Acts 1913, Chap. 636).
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SEC. 7. CONIMERCIAL PAPER

Taxable as to income.
(Acts 1916, Chap. 269, Sections 2 and 11).

\

Note.~Dcduction allowed as to interest paid on debts not secured by real
estate and tangible personal property. (Acts 1916 Chap 269, Sec. 3.)

BANK DEPOSITS.

Sec. 8. DEPOSITS IN NATIONAL BANKS.

~ Taxable as to income,
~ (Acts 1916 Chap 269, Sections 2 and 11).

Sec. 9. DEPOSITS IN MASSACHUSETTS -
BANKS.

Taxable as to income.
(Acts 1916, Chap. 269, Sections 2 and 11).

| Déposits in the savings departments of trust com-
pames are exempt like other savings bank deposits but
not .in; excess of the limits imposed upon deposits . in
savings banks; to wit: $2000, the interest upon which
may accumulate untll the total i3 $4000 for ordlnary
dep031tors

(Acts 1916, Chap. 269 Sec 2) |

- (Acts 1909, Chap. 342, Acts 1911 Chap 337)

(Acts 1919, Chap 111 amendlng Chap 590 Sec 46,
Acts 1908) Lt
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Sec. 10. DEPOSITS IN MASSACHUSETTS SAV-
INGS BANK OR MASSACHUSETTS
HOSPITAL LIFE INSURANCE COM-
PANY.

Exempt.

(Acts 1916, Chap. 269, Sec. 2).
(Acts 1909, Chap. 490, Part 11I., Sections 21 and
23).

Sec. 11. DEPOSITS IN BANKS LOCATED OUT-
SIDE MASSACHUSETTS.

Taxable as to income, except where other state ex-
empts deposits in Massachusetts Banks, (particularly
New Hampshire), then exempt.

(Acts 1916, Chap. 269, Sections 2 and 11).
(Acts 1918, Chap. 120).

STOCKS. .
Sec. 12. PUBLIC SERVICE CORPORATIONS.

(a) Massachusetts Corporations.

Stock of exempt from all taxes, including inconie’
tax, tothe stockholder.
(Acts 1909, Chap. 490, Part III , Sec. 40, 43, 52, 64).

(Acts 1919, Chap. 355, Sec. 12).
(Acts 1916, Chap. 269, Sec. 2). -

-~ (b)" Corporauons other than Mass achusetts cor-
~ porations... - |

. Stock in taxable as to income, but not as to the stock
1itself, except railroad, street railway, electric railroad,
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telegraph and telephone companies incorporated else-
where, but doing business in the State, the stocks of
which are exempt from all tax including income tax to
the stockholder.

(Acts 1916, Chap. 269, Sections 2 and 11).

(Acts 1919, Chap. 355, Section 30).

13. INSURANCE CORPORATION STOCKS.
14. MANUFACTURING CORPORATION

SECS STOCKS.
15 OTHER BUSINESS CORPORATION

- STOCKS.

(a) Massachusetts corporations. |
Exempt from all taxes including income tax.

(b) Corporations other than Massachusetts Cor-

porations. Taxable as to income. (See Note
below.) '

(Acts 1916, chap. 269, secs. 2 and 11).
(Acts 1919, chap. 355, sec. 30).

Sec. 16, TRANSFERABLE UNINCORPORATED
ASSOCIATION STOCKS.

Taxable as to income but not as to the stock itself,
unless the income of the association is exempt from
income tax or the association itself files with the tax
commissioner an agreement to pay an income tax itself.

. (Acts 1916, Chap. 269, secs. 2 and 11).

NorE. —%Thc same rules a ply to all three classes of stock.s viZ: Sect:ons
13, 14, 15. If incorporated under the laws of Massachusetts, the stock and the
income therefrom.is cxempt. (Acts 1916, ch. 239, sec. 2; Acts 1919, ch. 355,
sec. 12; Acts 1909, ch. 490, Part III, secs. 40, 43, 52 64.) ¢ mcorporated under
the laws of any other state or country, the stock i is tnxable as to income, but
not as to the stock itself.)
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BANK STOCKS.

Sec. 17. BANK STOCKS.
~ (a) National Banks.
Taxable to the holder as to the stock but not on the
income; the bank pays the tax for the stockholder.
(Acts 1916, chap. 269, sec. 2).
(Acts 1909, chap. 490, sec. 11, Part I1I).
(Acts 1914, chap. 198, sec. 6, amending sec. 64;
Acts 1909, chap. 490, Part III). |

(b) Massachusetts Banks.

There are no state banks of deposit. The stock of
Trust companies 1s exempt from all tax both as to income
and thestock itself. * |

(Acts 1916, chap. 269, sec. 2) '

(Acts 1909, chap. 490, Part I11. ., sec. 40, as amended

1918, chap. 184, sec. 5; sec. 43, as amended 1918,
sec. 264, sec. 1; sec. 64, as amended 1919,
chap. 349, sec. 21). | *

-~ .(c) Banks of other states and countries.
‘Taxable as to income but not as to stock itself.
(Acts 1909, chap. 490, Part 1., sec. 4, par. 3).
(Acts 1916, chap. 269, secs. 2 and 11)

(d) Building and loan . associations (called co-
| Operatlve banks in Massachusetts) and credit
unions.

Exempt if orgahlzed under the laws of Massa-
chusetts

- (Acts 1909, chap. 490 Part I1l. . sec. 25)
. (Acts 1915, chap. 268, sec. 8).

34



- NEW YORK.
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
- Exempt. (See Introduction, sec. 5, page 3.)

2. NEW YORK STATE BONDS.
3. NEW YORK MUNICIPAL BONDS.

Exempt. (C. L. 2d ed. p. 8287 (chap. 60), sec. 4
(6), Laws 1920, c. 647.)

SEcs. {

Sec. 4. STATE AND MUNICIPAL BONDS OF
- OTHER STATES AND COUNTRIES.

‘Taxable as to income, but exempt as to bonds them-
selves, if any income 1s derived therefrom., (C. L. 1919,
chap. 627, Art. XVI., secs. 352, 359;.°C. L., 2d. ed,,
p. 8289 (chap. 60), sec. 2 (8); p. 8281 (chap. 60),
sec. 3; Laws 1920, c. 646; Laws, 1920, c. 647.) .

Notz.—By a 'swceping amendment to its tax laws, New York by laws
1920, c. 647, exempts all intangible property, except the stocks of banks. and
banking associations, from all taxation, local or state, except the tax on income.
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chap. 627, Art. XV1., secs. 352, 359; C. L. 2d ed. p. 8579
(chap. 60), sec. 2 (8); p. 8281 (chap. 60), sec. 3; 133
N..Y. 279 (1892), Laws, 1920, c. 647.)

BANK STOCKS.
Sec. 17.. BANK STOCKS.

(a) National banks.

Taxable to the holder, but the bank pays the tax for
the stockholder. (C.L.2d ed. p. 8314 (chap. 60),
Sec. 13 and p. 8333 (chap. 60), sec. 24).

(b) New York Banks.

"Taxable as to the holder, but the bank pays the tax
for the stockholder. (C.L. 2d ed. p. 8314 (chap. 60),
sec. 13 and p. 8333, sec. 24 (chap. 60)

- (C.L.2d ed. p. 8488 (chap. 60), sec. 188 andp 8503
(chap. 60), sec. 205 ; Mercantile Bank v. N. Y 121 U.
S. 138 (1887) ; 248 U. S. 483).

. (c) Banks of Other States and countries.-

Taxable. (C.L. 1919, chap. 627, Art. XVLI., secs.

352,-359; C.L. 2d ed p. 8295 (chap 60), sec. 4- (16),
4Hun 595). ..

- (d) Building and Loan assomatmns (Under the
name ‘of “Savings and loan assoqatwn ? C. L 2d ed
p. 475 (chap. 2), sec. 2).

. Exempt.

(C.L.2d ed. p. 782 (1914- chap 369),sec 411 and
p. 8294 (chap. 60), sec. 4 (14). . .

. i Notg~~This does not include trust companies which are exempt.
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NEW JERSEY. .
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
Exeinpt. ( See Introduction, Section 5, page 3.) -

g 2. NEW JERSEY STATE BONDS.
HeS: {3. NEW JERSEY MUNICIPAL BONDS.

5 Exempt.' (P. L 1918, c. 236, sec. 2-03I ‘(1)‘ (a.).'__ .

Sec. 4. STATE AND MUNICIPAL BONDS OF
~ OTHER STATES AND COUNTRIES.

Taxable. (P. L. 1918, c. 236 sec. 202)

Sec. 5. CORPORATION BONDS

Taxable unless secured by New Jersey realty or in
case of bonds of a railroad or canal company. operating
in New Jersey which does not claim an exemption for
the debt represented thereby; in practice, however,
bonds of New Jersey corpora,tmns are generally not
considered taxable. “

(C. S. pp. 5266, 5267, sections 448 and 451 (P. L.
1888, pp. 272 and 273) P L. 1918,p 843 sec. 202)
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NOTES.

Sec. 6. NOTES SECURED BY REAL ESTATE
MORTGAGES. -

Exempt if realty 1s in New Jersey; taxable otherwise.
P. L. 1918, p. 848, sec. 202; P. L. 1918, p. 861, sec. 402.)

But mortgages on exempt realty are themselves ex-
empt. (P. L. 1918, p. 852 (10). |

Sec. 7. COMMERCIAL PAPER.

Taxable, except in case of paper of a railroad or canal
company operating in New Jersey which does not claim
an exemphon for the debt repres ented thereby

(C. S. pp. 5266, 5267, secs. 448 and 451 (P..L. 1888
pp. 272 and 273 P. L. 1918, P. 848, sec. 202.)

nm DEPOSITS.
Sﬁ . % 8.  DEPOSITS IN NATIONAL BANKS.
PECS. 1 9, DEPOSITS IN NEW JERSEY BANKS.

Taxable (P. L 1918, p. 848 sec. 202.)

Sec. 10 DEPOSITS IN NEW JERSEY SAVINGS
BANKS.

Taxable in theory, but by practice exempt. (P. L.
1918, p. 848, sec, 202.) |
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Sec. 11. DEPOSITS IN BANKS LOCATED OUT-
SIDE NEW JERSEY. -

Taxable, unless the tax has been paid thereon to the
foreign jurisdiction within twelve months, in which case
they are exempt. (P. L. 1918, p. 848, secs. 202 and 203

(1).)

Note 1—In the case of all assessments on personalty there 1s a deduction

for the taxpayer’s debts owing to residents of New Jersey, if unsecured by realty.
(P. L. 1918 p. 854 Sec. 303.)

Note 2.—The tax on foreign stocks and bonds seems not to be assessed in
practice.

STOCKS.

Sec. 12, PUBLIC SERVICE CORPORATION
STOCKS.

* (a) New Jersey corporations.
Exempt.

(Compiled Statutes p. 5260, sec. 445 (P.L. 1888,

p. 269); C. S. p. 5279, sec. 482 (P. L. 1906, p. 121);

C. S. p. 5283, séc. 493 (P. L. 1906 p. 644 as amended by

P. L. 1918, chap. 239) ; C. S. p. 5285, sec. 500 (P. L. 1906

p. 648) ; P. L. 1918, p. 850 (5), p. 851 (8), P. L. 1918,
c. 236.) |

(b) Corporations other than New Jersey corpora-
tions. |

Exempt if doing business in New Jersey; otherwise
taxable unless tax has been paid within twelve months
on the stock or property represented by it to the foreign
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jurisdiction (C. S. p. 5266, sec. 448 (P. L. 1888 p. 272) ;

P. L. 1918, p. 848, secs. 202 and 203 (1) ; C. S. p. 5283,
sec. 493 (P. L. 1906 p. 644 as amended by P. L. 1918,
chap. 239), P. L. 1918, c. 236.)

13. INSURANCE CORPORATION
STOCKS.

g 14. MANUFACTURING CORPORATION
ECS. STOCKS.

15. OTHER BUSINESS CORPORATION
STOCKS.

(a) New Jersey corporations.
Exempt.

P. L. 1918, p. 850 (5) ; p. 856, secs. 305, 306; p. 858,

sec. 307; C. S. p. 5285, sec. 500 (P. L. 1906 p. 648);
C. S. p. 5101 sec. 18¢ (P L. 1908, p. 720), P. L. 1918,
C. 236) |

(b) Corporatlons other than New Jersey corpora-
tions..

Taxable unless tax has been pald within twelve
months on the stock or property represented by it to the

foreign jurisdiction. (P. L. 1918 p. 848, secs. 202 and
203 (1); Trenton v. Standard F1re Ins. Co 76 N. J.
L 79 N. J. L. J. 315). |
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Sec. 16,  UNINCORPORATED ASSOCIATION
STOCKS.

No express statute except in the case of railroad and
canal companies (C. S. p. 5260 sec. 445 (P. L. 1888 p.
269) and C. S. p. 5274 sec. 467 (P. L. 1888 p. 284) but
probably exempt under wording of the decisions. Jersey
City Gas Light Co. v. New Jersey 46 N. J. L.. 194; Tren-

ton v. Standard Fire Ins. Co., 77 N. J. L. 757; 91 N. J.

L. 179.) In practice no unincorporated association in
Philadelphia would issue stock.

Sec. 17. BANK STOCKS.

(a) National banks.

(b) New Jersey State Banks and Trust Companies.

Taxable at a flat rate of 34 of 1%. Deduction is
- allowed for bank’s realty in estimating value of shares.

(P. L. 1918, p. 997.)

(¢) Banks of other states and countries.

‘Taxable, unless a tax has been paid on such stock or
the property represented by it within twelve months to

such other state or sovereignty. (P. L 1918 p. 848, secs.
202 and 203 (1) )



PENNSYLVANIA.,
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS
| Exempt. (See Introduction, Section 5, page 3.)

Sec. 2. PENNSYLVANIA STATE BONDS.
Exempt, (Laws of 1913,.ch. 335, sec. 1);

- Sec. 3. PENNSYLVANIA MUNICIPAL BONDS.

- Taxable at the rate of four mills on the dollar of
value, but the tax is deducted from the interest and paid.
to the state treasurer by the treasurer of the munici-
pality; except when held by non-residents, national
banks, corporations, state banks paying capital. stock
tax, and trust companies paymg capital stock tax.

| (Purdon, Taxes, sec. 245 ; Supp. 1912, sec. 12; Laws
of 1913, Ch, 335, sec. 17 as amended by Laws of 1919,
- ¢ch. 375; 123 Pa 626). o

~ Sec. 4. STATE AND MUNICIPAL BONDS OF
' - OTHER STATES AND COUNTRIES.

Taxable at the rate of four mills on the dollar of

.- value.
. (Laws of 1913, chap. 335, sec. 1).
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Sec. 5. CORPORATION BONDS.

- Taxable at the rate of four mills on the dollar of
value, . The tax i1s deducted from the interest by the
corporation and paid by it to the state, but this is not
done when the bondholder i1s a non-resident; see fur-
ther exceptions noted in Sec. 3 above. (Laws of 1913,
Ch. 335, sections 1 and 17; 129 Pa.: 463 ; State Tax on
Foreign Held Bonds 15 Wall. 300; 175 U. S.-319).

NOTES.

Sec. 6. NOTES SECURED BY REAL ESTATE
MORTGAGES.

Taxable to the mortgagee at the rate of four mills on
the dollar of value, whether the real estate is in Penn-
sylvama or elsewhere (Laws of 1913 ch. 335 sec. 1).

SEC. 7 COMMERCIAL PAPER.

" Taxable at the rate of four mills on the dollar of
value.

(Laws of 1913 ch. 335, sec. 1).

But notes discounted or negotiated by banks or trust
companies or private bankers are not taxable, nor notes

of corporatmns held by other corporatlons (Laws. of
1913, ch. 335, sections 1 and 17 as amended by Laws
of 1919 ch 375) |
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DEPOSITS IN NATIONAIL BANKS.
DEPOSITS IN PENNSYLVANIA
BANKS. o
Secs. { 10. DEPOSITS IN PENNSYLVANIA
SAVINGS BANKS.
11. DEPOSITS IN BANKS LOCATED
OUTSIDE PENNSYLVANIA.

o

Interest-bearing deposits are taxable, but deposits
subject to check are exempt.

All corporations are liable to pay this capital stock
tax, except the following: |

Banks, savings institutions, trust companies, mu-
tual and foreign insurance companies, and first-class
corporations of certain kinds. (Purdon, Taxes, sec. 29,

Supp. 1912, sec. 6. Laws of 1913, ch. 335, sec. 1).

GeneraL Note~—"Corporations, limited partnerships and joint-stock asso-
ciations, liable to tax on capital stock for state purposes, shall not be required
to make any report or pay any further tax ® ® *® on the mortgages, bonds
and other sccurities owned by them in their own right, but corporations, limited
partnerships and joint-stock associations holding such securities as trustees, execu-
tors, administrators, guardians, or in any other manner, shall return and pay the
tax imposed by this section, upon all securities held by them as in the case of

individuals,” (Laws of 1913, ch. 335, sections 1 and 17, as amended by laws of
1919, ch, 375). p
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STOCKS.

Sec. 12. PUBLIC SERVICE CORPORATION
STOCKS.

(a) Pennsylvania corporations.
Shares are exempt in the hands of the holder, but the

corporation pays a tax at a uniform state rate of five

mills on each $1.00 of value of its stock. (Purdon,
Taxes, secs. 28, 29, 30, 31, 36-39, 252; Supp. 1912, secs.

6 and 7). In assessing the capital stock, only such pro-
portion 1s assessed as represents the entire property of
the corporation located within the state, including real
estate, which is not otherwise taxed (222 Pa. 319, fol-
lowing in 252 Pa. 159) and from this is deducted the
value of U. S. bonds and other tax exempt property held
by the corporation. (156 Pa. 493, 3 Dauphin county
130, 198 U. S. 341).

| (b) Corporations other than Pennsylvania cor-
porations.

Exempt 1n the hands of the holders. (Dupuy vs.
Johns, 261 Pa. St. 40.)

Sec. 13. INSURANCE CORPORATION STOCKS.

(a) Pennsylvania Corporations. -

Same as sec. 12 (a).

Purdon, Taxes, secs. 28 29, 30, 31, Supp. 1909 Secs.
25-31 inclusive; Laws of 1913, Chap. 335, sec. 1).

But for fire or marine ins‘urance companies the rate

1s three mills on a dollar of value on capital stock. (Pur—
don, Taxes, Supp. 1912, sec. 9).
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(b) Corporations other than Pennsylvania Cor-
porations.

Same as sec. 12 (b).

Sec. 14. MANUFACTURING CORPORATION
STOCKS.

(a) Pennsylvania Corporations.

Exempt to the extent of its capital actually and ex-
clusively employed in manufacturing in the state, except

brewing and distilling corporations; otherwise same as
sec. 12 (a).

(Purdon, Taxes, Supp. 1912 sec. 8).

(b) Corporations other than Pennsylvania cor-
porations.

~ Same as sec. 12 (b). The special exemption stated in
Sec. 14 (a) also applies. (Laws of 1913, Ch. 335, sec.

1; 49-Pa. 519, 261 Pa. 46).

Sec. 15, OTHER BUSINESS CORPORATION
STOCKS.

(a) Pennsylvania corporations.
Same ‘as sec. 12 (a).
(b) Corporations other than Pennsylvania cor-
porations.

~ Same as sec. 12 (b).
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Sec. 16.  UNINCORPORATED ASSOCIATION
STOCKS.

Same as cbrporation stocks.
(Const. :Art. 16, sec. 13 ; Purdon, Taxes, sec. 30).

Sec. 17. BANK STOCKS.

(a) National Banks.
(b) Pennsylvania Banks.

(c) Banks of other states and countries.

Tax_able to the holder on their market value at the

rate of four mills but the bank pays the tax for the
holder.

(Purdon, Taxes, secs. 45-55 inclusive; 198 ; Laws of
1913, ch. 335 sec. 1).

In assessing the shares, deduction must be allowed
for all kinds of property owned by the bank which
would be exempt in the hands of individuals, and all
other deductions allowed to individuals. The bank may,
at its option, collect from its shareholders and pay to
the state a tax of ten mills on the par value of all its
shares, which shall be in lieu of all local taxes on the
shares or on the property of the corporation, except
those on real estate, (Purdon, secs. 46, 54, 55, 94 Pa.
221; 168 Pa. 309; 222 Pa. 293 ; 20 Pa. C. C. 408).

The tax on capital stock, when collected on the first
basis, 1s 1n lieu of both state and local taxes on shares
and all personal property owned by the corporation,
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if paid before March first, and this includes bonds and
mortgages held by the bank in its own name. But bonds
and mortgages held by the banks or trust companies in
trust for individuals are taxable. (Purdon, Taxes, Supp.

1912, sec. 7; 222 Pa. 293).

(d) Building and loan associations.

Taxable at the rate of four mills if sufficiently ma-
tured so that the holder 1s in the position of a recipient
therefrom, but in such case the company pays the tax
for the holder. In all other cases the shares are exempt.
Though the act of May 22, 1883, P. L. 38, exempting
all shares of mutual building and loan associations, has
never been expressly repealed, it is believed to be no
longer in force. (Purdon, Taxes, secs. 43, 261, 262;
Supp. 1912, sec. 25; Laws of 1913, ch. 335, sec. 1.
See, however, 112 Pa. 337). |
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OHIO.
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
Ixempt. (See Introduqtion, sec. 5, page 3.)

Sec. 2. OHIO STATE BONDS.

Exempt if issued prior to January 1, 1913, Taxable
if issued since January 1, 1913, (“The Constitution of
the State of Ohio,” published by C. J. Groves, Secretary

of State, 1913, Art. XII,, sec. 2, as amended September
3, 1912).

The effect of this amendment is tc make all public
bonds issued after January 1, 1913, taxable, while such

bonds outstanding prior to that date, are exempt from
taxation.

The Tax Laws of Ohio—1916.

Sec. 3. MUNICIPAL BONDS.

~ Same as Ohio State Bonds.
- (See Section 2 above).

Nore—Section 5328, of the Code of 1910, renders everything subject to
taxation not expressly exempted. Art. 13, sec, 2, of the Constitution, as amended
in 1905, did expressly exempt such bonds, but the amendment of 1912 exempts
only: “All bonds at present outstanding of the State of Ohio or of another city

51

¢ ¥ ® in this State.”



Sec. 4. STATE AND MUNICIPAL BONDS OF
OTHER STATES AND COUNTRIES.

Taxable

(General Code 1910, Tax Laws of Ohio 1918; sec-
tions 5327, 5328).

Sec. 5. CORPORATION BONDS.

‘T'axable, as investments in bonds.

(Genéral'Code 1910, Tax Laws of Ohio 1918, secs.
5327, 5328).

-~ NOTES.

Sec. 6. NOTES SECURED ‘BY REAL ESTATE
MORTGAGES.

- Taxable whether the real estate is in Ohio or else-
where, but debts may be deducted from such notes.

" (General Code 1910 (Tax Laws of Ohio 1918) secs.
5325, 5328).

Sec. 7. COMMERCIAL PAPER.

Taxable as credits.

(General Code 1910, secs. 5327 5328; Tax Laws of
Ohio 1918).
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BANK DEPOSITS.

8. DEPOSITS IN.NATIONAL BANKS.
9.. DEPOSITS IN OHIO BANKS.
0

Spes. | 10 'DEPOSITS IN OHIO SAVINGS
B BANKS. -.

11. DEPOSITS IN BANKS LOCATED
OUTSIDE OHIO.

- Taxable.

(General Code 1910, Tax Laws of Ohio 1918, secs.
5327-5328). | '

Note 1.—Setting off of debts is allowed against notes apa accounts receiv-
able, but not against stocks or bonds or money at present in bank subject to
withdrawal on demand. (General Code 1910, Tax Laws of Ohio 1918, sec. 5327).

Note 2~—In Sef:tember, 1912, Ohio adopted a Constitutional Amendment
which required that laws be passed taxing at a nniform rate, all stocks and bonds
excepting Ohio State and Municipal Bonds zgreviously issued. The new Tax
Laws were passed in 1918 (107 Ohio Laws 29) and although these amended a

number of sections of the Code, and repealed and re-enacted 28 other sections,
none of the sections above cited, were affected by the new Legislation.

STOCKS.

12. PUBLIC SERVICE CORPORATION
STOCKS.

13. INSURANCE CORPORATION
STOCKS. |

14. MANUFACTURING CORPORATION
STOCKS.

'15. OTHER BUSINESS CORPORATION
STOCKS. ,h

(a) Ohio corporations. -.
Exempt. - Tax Laws of Ohio 1918, -
- (General Code, sec. 192). |
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(b) Corporations other than Ohio Corporations.

If two-thirds of the property of the corporation is
taxed in Ohio and the rest somewhere else in the United
States, and the corporation, as a fee for the privilege of
exercising its franchise in Ohio, pays annually the same
percentage upon its authorized capital stock that is re-
quired by law to be paid by a domestic corporation upon
its subscribed or issued and outstanding capital stock,
the shares are exempt. (Hubbard v. Brush, 61 Ohio
St. 252 followed in 95 Ohio St. 410. General Code 1910
Tax Laws 1918, secs. 5324, 5328)

SEC 16. UNINCORPORATED ASSOCIATION
- STOCKS.

Shares in unmcorporated assoclations are treated in
the same manner as shares of stock in corporations.
(General Code 1910 Tax Laws of Ohio 1918, secs. 5324,

5328, 5372 also State v. Adams Express Company 55
0h10 State 69)

Sec. 17. BANK STOCKS

(a) National Banks.

" Taxable, but the bank may pay the tax and deduct
the amount from the dividends. (General Code 1910,
Supp. 1916. Tax Laws of Ohio 1918, secs. 5324, 5328,
5408 ; also sections 5672, 5673 as amended by laws of
1911, page 91)

The tax is assessed against the-shareholders and not
against the association as such. . (Attorney General’s
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Reports, 1912 page 592, Telegraph Company v. Poe 61

Fed. 449).
Shares cannot be taxed at a rate exceeding that im-

posed on state banks or other moneyed capital. (Pelton
v. Bank 101 U. S. 143. Cummings v. Bank 101 U, S.

153). Shares should not be assessed at market value
solely : Doerfler v. State Tax Comtmssmn 221 N. P. N.

S. 361, 1919).

(b) Ohio Banks.

Same as National Banks.
(See citations under sec. 12 (a).

(c) Banks of other states and countries.

Taxable.

(General Code 1910 Supp. 1916, Tax Laws of Ohlo,
1918, sec. 5328). -

(d) Building & Loan Associations.

Taxable as credits, except those on which loans have
been made, which are exempt. (General code, sec.

9675).
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MAINE.
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
Exempt. (See Introduction, sec. 5, page 3.)

Srcs 2, MAINE STATE BONDS.
* 1 3. MAINE MUNITIPAL BONDS.

Taxable except those 1ssued after February 1, 1909,
which are exempt. (R. S. 1916, ch. 10, sec. 5 and 6 Cl.

11). Exemption increased to include notes and other
obligations, (P. L. 1919, c. 221.)

4, STATE AND MUNICIPAL BONDS OF
SECS. OTHER STATES AND COUNTRIES.
5. CORPORATION BONDS.

Exempt if secured by Maine real estate; otherwise
taxable. (R. S. 1916, ch. 10, sec. 5.)

NOTES.

Sec. 6. NOTES SECURED BY EEAL ESTATE
MORTGAGES.

Exempt if secured by Maine real estate only; other-

wise taxable. (See note after sec. 13). (R. S. 1916,
ch. 10, secs. 3, 5, 6, Cl, XIII).
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Sec. 7. COMMERCIAL PAPER.

Taxable,
(R. S. 1916, ch. 10, sec. 5).

Note.~Deduction of debts is allowed from money at interest and from debts
due the taxpayer. (R. S. 1916, ch. 10, sec. 5, Taylor v. Canbou, 102 Mc 401;
Powell v. Ofd ann, 108 Me. 532)

BANK DEPOSITS.

8. DEPOSITS IN NATIONAL BANKS.
9. DEPOSITS IN MAINE BANKS.

10. DEPOSITS IN MAINE SAVINGS
BANKS.

Time deposits and deposits bearing interest at the
rate of three or more per cent. per annum in Maine
banks and trust companies, and all deposits in savings
banks, are subject to a state tax determined as provided
in R. S. 1916, ch. 9, secs. 59, 60 and 72. This tax is
paid by the bank and such deposits are exémpt from all
other state, county and municipal taxation, either to
the bank or to the depositor. (R. S. 1916, ch. 9, secs.
€2 and 74).

Deposits subject to check :in the above-named in-
stitutions are liable to state, county and municipal taxa-
tion, the tax being paid by the depositor. (R. S. 1916,
ch. 10 sec. 5)

SECs.

Note—In practice, deposits in national banks seem to be clanmed and
taxed like those in Maine banks, although the statute does not mcludc them in

its terms.
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Sec. 11. DEPOSITS IN BAN KS LOCATED OUT-
SIDE MAINE.

Taxable, unless any state exempts srmllar depostts
in Maine. "“

- (Re8:1916, ch 10, secs.-2;and 5; P: L. 1919 ci4)

Gsm:. Note.—The leglslature has the power to tax all the above securi-

f I'.-"

' ties (being - intangible personal property) at a different rate from tan gible prop-

erty (Conmtuttonal Amendments, Art XXXVI adopted Scpt 1913)

1 1

STOCKS.

SEC. 12 PUBLIC SERVICE CORPORATION

STOCK.S

fffff 'L} J;L,

(a) Mame corporattons. '

(b) Corporauons other than Mame corporatlon .

TaXable except those of rarlroads, street rallway, tele—
phone, telegraph and express companies domg busmess]

'.Il. ,

- in the state wﬁich are exempt R.S. 1916 ch. 10 sec.

5 (R S 1916 ch 9 secs 26 32 37 42 43 45)
SEC. 13: INSURANCE CORPORATION STOCKS:

. -4
' :'r .'In. [] - ' ‘ "_ﬂ.. ‘ J.':q-l L t -F' r i‘ '.‘-
L -

(a) Mame corporatlons. | ‘
" Taxable except life insurance stocks, wh1ch are ex—
empt (R S 1916, ch. 9, sec. 475 ch. 10, sec.31) ’

(b) Corporatlons other than Mame corporatlons., .
r»Taxable. (R S 1916 ch. 10, sec. 5)... :.-.-.:='.;

SEC. 14 MANUFACTURING CORPORATION
STOCKS

(a) Mame corporatlons.
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(b) Corporations other than: Maine corporations. -

In practice exempt when corporations do business in
Maine. . (R. S. 1916, ch 10 sec. 14 Cl. 111 88 .Me.
180).

Otherwme taxable. (R S 1916 ch 10 sec. 5)
"
SEC. 15 OTHER BUSINESS CORPORATION
STOCKS e

(a) Mame corporauons.

(b) Corporations. other than Malne corporatlons. .
Taxable (but see note after sec. 12).

~ Shares 1n_mining, smelting and realty_ corporations
and in agricultural and stock raising corporations are

exempt when the corporation does business in Maine.
(R. S. 1916, ch. 10, secs, 26, 27). |

Sec. 16. . UNINCORPORATED ASSOCIATION
- STOCKS. .

- The-exemption of certain pubhc service corporatlons_
stocks (see sec. 12 (a) above) applies to stocks in asso-
~ciations Operatmg like public utilities. Also to those en-
- gaged in life insurance organized under the laws of
Maine. (R. S. 1916, ch. 9, sec. 7). There is no spe-
cific statute  or decision apphcable to other unincor-
porated assoc1atlons. |

, No'm—R. S. 1916 ch. lD . 88C, 14 ¢l lll orovides that in assessing stock-
‘holders of any oomoratmn, there shall be deducted from the value of their -
.. shares, the proportional part of any machmery already -taxed in-Maine to the
e corporanon ‘where the machinery, goods, or real estate are altuated or employcd
o I practlce this usually exempts the stocks. - (See 88 Mc 180)

[}
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Sec. 17. - BANK. STOCKS.

~(a) Natmnal Banks. .
“Taxable. (R.’S." 1916, ch. 10 secs. .30 and 31)

(b) Maine Banks.. . . .. . .
Taxable (see note after sec. 16) (R. S. 191_6, ch.
10, secs. 30 and 31). L R IS
(c) Banks of other states and countries.
Exempt (U. S. Revised Statutes, section 5219;
Wall. 490; 56 Me. 288.)-. S

(d) Building and Loan ‘Associations. -.
Exempt. (R. S. 1916, ch. 9, sec. 66, .ch. 10, sec. 30.)



" VERMONT.
August 1, 1920

BONDS.

Sec. 1. UNITED STATES BONDS.

Exempt. (See Introduction, sec. 5, page 3.)

But the Vermont statufes prowde that the i 1ncome |

or interest from such bonds may be taxed ‘This pro-
vision is of doubtful constitutionality.

(General Laws, sec. 684 Clause 1).

SEc. 2. _VERMONT STATE BONDS NOTES AND
" ORDER. -

Exempt, if issued after Dec. 4- 1912 at a rate of in-
terest not exceeding 4% per annum, and also exempt if
issued after March 1, 1919, at a rate of mterest not ex-
ceedmg five per cent. per annum.

(General Laws, sec. 684, Clause XII., as amended
Laws 1919, No. 25)

Sec. 3. VFRMONT MUN ICIPAL BONDS

Taxable except notes, bonds or orders 18 sued after
Dec. 4- 1912, for loans to a county, town, town school,
dtstnct vﬂlage, or incorporated school or fire district at
a rate of interest not exceeding 4% per annum, or: if is-
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sued after March 1, 1919, at a rate of interest not e ex-
ceeding five per cent. per annum,

(General Laws, sec. 684 Cl XII as amended Laws
1919, No. 25) - |

SEC. 4. STATE AND MUNICIPAL BONDS OF
OTHER STATES AND COUNTRIES.

vaxable. (General Laws,:secs. 667, 682).
SEC 5. CORPORATION BONDS

Taxable (but see note to secs. 6 and 7)
(General Laws, secs. 667, 682)

NOTES.
SEC 6. NOTES SECURED BY REAL ESTATE
MORTGAGES

Taxable whether real estate 1S, In Vermont or. else-
where, but 1f rate of interest 18 5% or less exempt if
money 1s 1oaned within state

(General Laws, Secs 667 682 684- Clause XIII)

Sec. 7. COMMERCIAL PAPER.

Taxable, but if rate of interest is 5%, or less, ex-
empt if the money is loaned “within the state.” |

(General Laws Secs 667 682 684- Clause XIII)

- Nom.-—Money stocks, bonds mortgages, and other mdcnees of mdebted-
ness, belonging to msuranee, surety or guaranty eompames are exernpt (Gcn-

eral Laws, sec. 1064). .
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. - BANK DEPOSITS.
Sec.' 8.: 'DEPOSITS IN NATIONAL BANKS.

Taxable if the rate of interest exceeds" 2% except
where the bank files a stipulation agreeing to pay the

tax. Inpractice all the banks do this.- (Revised Laws,
sec. 703, Clause V111, 1080). ..

Skc. 9. 'DEPOSITS IN VERMONT BANKS
Exempt C -
(Remsed Laws, sec. 1034)

Sec. 10. DEPOSITS IN VERMONT SAVINGS
BANKS

Exempt |
(Revised Laws, sec. 1034)

Sec. 11. DEPOSITS IN BANKS LOCATED OUT—
| SIDE VERMONT

Taxable except where state w1th1n Wthh Bank is sit-
uated exempts deposits in Vermont Banks from. taxa-
tion. |

(Rewsed Laws, sec 703 Clause VIII ).

. Note~The Act of 1912 No 57 placmg a l:eeme tax on pemm and eoree-
ratwns selhng investment securities in Vermont has been held unconstitutional.
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-~ STOCKS, -

Sec. 12, PUBLIC SERVICE CORPORATIONS

(a) Vermont Corporatlons
. Exempt. ..

(General Laws, S€cs. 684 clause III. : 1064)
(b) . Corporatwns other than Vermont Corpora-'

tions.

 Exempt when fully taxed in such other state or for-
elgn country. |

(General Laws, sec. 684, Clause III, In practlce |
“shareholders seldom return for taxation shares in foreign

corporations. They apparently assume that the stock

or property of such corporatlons 1s taxed in the forelgn
JUI‘ISdlCtlon) | | - )

Sec. 13. INSURANCE SURETY AN D GUAR-
ANTY CORPORATION STOCKS |

(a) Vermont Corporatlons
- Exempt.
- (General Laws, sec. 1064-)

- (b) Corporatlons other than Vermont Corpora—
tlons N
Exempt when fully taxed in such other state or for-
eign.country. (See note to sec. 12 above, (b) ) o
(General Laws, sec. 684, Clause I11.).

Note —Within the term “public service corporations in Vermont” is mcludcd '
railroad, telephene, telegraph, steamboat, car and transportation corporations.

64




Sec. 14. MANUF ACI'URING CORPORATION
STOCKS.

- (a) Vermont corporations.
Taxable. . '

(General Laws, sec. 707 By General Laws sec. 689,
a town may vote to exempt property and capital of man-
ufacturing, quarrying and mining corporations for a
period not to exceed ten years from the beginning of

business. Such a vote exempts the shares of stock also.
Richardson v. St. Albans, 72, Vt. 1).

(b) Corporations other than Vermont Corpora-
tions.

Exempt when taxed in such other state or foreign
country. (See Notetosec.1(b) ).

(General Laws, sec. 684 Clause I11.).

Sec. 15. OTHER BUSINESS CORPORATION
STOCKS

(a) Vermont Corporatlons
Taxable.

(General Laws, sec. 707 But under sec. 712, gen-
eral laws in assuming stock of manufactunng, mercan-
tile, or trading corporations, the value of their realty

taxed in Vermont or elsewhere and the value of their
personal property taxed in Vermont or elsewhere shall
be deducted from the value of the stock assessed. In
the case of other corporations the value of real estate
within Vermont or elsewhere shall be so deducted).
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Sec. 16. UNINCORPORATED ASSOCIATION
STOCKS.

Such associations are held to be partnerships (Patch
Manufacturing Co. v. Capeliso 79 Vt. 1) and the shares
are held exempt, .the pmperty bemg assessed directly to
the partners. -

(General Laws, sec. 703 Clause I1.).

Sec. 17. BANK STOCKS

(a) Natlonal Banks.
Taxable; but sée note to Sec. 15 (a).
(General Laws secs. 707, 709).
(b) Vermont Banks, =~
Taxable; but see ilote‘ to Sec. 15 (a).
(General Laws, secs. 707, 709). |
(c) Banks of ‘other States and Countries.
Exempt when fully taxed in such other. state or

country. (See note to sec. 12 (b).
(General Laws, sec. 684, Clause III. )

(d) Bmldlng and Loan Assomatlons
No specml statute.



- NEW. HAMPSHIRE e |
August 1, 1920. o, T

BONDS

Sec. 1. 'UNITED STATES, BONDS.
Exempt. (See sec. 5, page 3, Introductlon.)

SEC. 2. NEW HAMPSHIRE STATE BONDS

Exempt if bearing interest at a rate’ not exceedmg
5%, and exempt if made so by statute authorizing the
issue. Otherwise taxable. (See P S ch 55 sec. 7
(1) Siipp. 1914, p. 94-)

11'“

SEC 3 NEW HAMPSHIRE MUN ICIPAL BONDS

. Exempt as follows: Bonds or notés of any county,
mun1c1pa11ty, school district or-village precinct bearing
1nterest at a rate not exceedmg 5 % (ﬁlj’,_ S. SUpp,; 1914:,
p94-) Salal arihin g

In addmon any city, town, precmct school or vil-
lage district may exempt any issue of bonds after March
31, 1913, provided such exemption shall apply to bonds
owned and held by citizens of said. aty, town, precinct,
school or vnllage district, such school dlstnct bonds not
to bear interest’ exceedmg 5%.  (P. S.:Supp.’1914; Pp.
83, 168). S
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-Cities, towns, precincts, and village districts have
had this privilege since 1907, (P. S. ch. 55, sec. 7, (1) ;
Acts 1907, ch. 55)

- Certain bonds are. made exempt by the statutes un-
der which they are issued. =

4, STATE AND' MUNICIPAL BONDS OF
SECS. - OTHER STATES AND COUNTRIES
5. CORPQRATION BONDS
Taxabl (but Isee note after sec. 9).
(Acts 1911 ch 83).

”(P S Supp 1914, p. 83)

L S
I
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> BANK DEPOSITS

SEc 6 DEPOSITS IN NATIONAL. BANKS, .

Taxable, but if in savmgs department of national
bank, anid bank files certificate with state treasurer elect-

ing to pay. tax itself, exempt. (But see note after: sec,
9)... (Acts 1911 ch. 83, acts 1917, ch.llOS)

'SEC. 7 DEPOSITS IN NEW HAMPSHIRE

W ¥ b * » 4 r !
-, ‘1 -\ ") I' 1-

sgg;. e DEPOSITS IN NEW HAM[PSHIRE SA‘V-
INGS BANKS.

Exempt . . ch. 65, sec. 12; Acts. of 1917 ch*
) 68
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SEC. 9. . DEPOSITS IN.BANKS LOCATED OUT-
SIDE NEW HAMPSHIRE.

Téitable, eitcept "‘where ‘state in which bank is sit-
uated exempts deposits in New Hampshire; Massachu-
setts does so. (See next note).  (P. S. ch.55, sec. 7,
Subd. 5 as-amended by Acts 1911, ch. 83 Acts 1917
ch 139 Mass. Acts 1918 ch 120)

i r
L P

Norz —-All obl:gatzom duc the taxpz en are tazed under a statute in wh:ch
they aré referred to as included in the phra “money on hand, or at interest,
more than the owner pays interest for. Under this, the taxpayer deduct
the total of his interest-bearing debts from the total of obligations due im, and

i practice he may even deduct it from the value of such few stocks as remain
taxable. (P.S. ch 85, sec. 5. Supp. 1914, p. 93).

STOCKS

SEC. 10 PUBLIC SERVICE CORPORATION
STOCKS

(a) New Hampshlre Corporatlons

Exempt in practice; in theory:taxable except in so
far as corporate estate or property is:taxed. directly to
the corporatlon. | (See next note).

(P. S. ch. 55, sec. 7 (2) Supp. 1914 p. 115 sec. 26)
(1911 ch. 169) (RepeahngP S.:ch: 64, sec. 12)

(b) Corporatlons other than New Hampshlre cor-
poratlons.

r ! [ r
L b | " 1.,, d ! .k 1 - L 3 l" ]
* s T ?" I‘i' . H A ,1 'nl'_ . + ’ ] "ll'-*_
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- Exempt'in pract1ce in theory taxable except in $o
far as the stock or property rfepresented by'it is taxed
in the towns or states where the. corporatlon 1s_located.
(Seenote) T
(P S. ch 55 sec 7 (3)) S

‘ Nore~The New Hamps hire ‘assesstors presume that all pioperty owned by
corporatmna i1s taxed to its full value, whether, located within or without the
state. It would, therefore, be rcgarded as double taxation,’ forbtdden by the
statute, to place a tax on t.he share of stock whose value de n'is on the value

rty already fully taxed. . Klmball v. Milford, 54 N. H 406; 63, N. H.
167 “?‘

-
-
1
L I
LY

H 613 And in pract:ce neither fore:gn nor domestic ntock 1s t.axed.

‘o -'"
ul- i i.r:‘-

R R R ¢ . BRI aU

t . - . 4.
. NOTES. =
3 ! ‘ '

Sec. 11. NOTES SECURED BY REAL ESTATE
MORTGAGES.

Exempt 1f secured by New Hampsh1re realty at a
rate ‘of .interest..not .exceeding 5% ; .otherwise _taxable.
(But see note after sec. 9). IR

(P S. ch. 55 sec. 7 Part V., DUPp 1914 P- 93)

SEc—.'. lZuv-‘COM/IERCI.AL PAPER'~ TR S

' “‘Faxable. " (Bnt see note after sec. 9)
(P S. ch 55, ‘sec: 7, PartV., Supp 1914 page 93)

gt Ty
SEC, 13* INSURAV'CE CORPORATION STOCKS

(a) ‘I}\Tew Hampshlre corporaggens

Exempt in practlce. ( See note afterﬂsec. 10 )
Stock in fire insurance companies is also Spemﬁcally
"exempt (P. S ch. 65 secs. 8-12).
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(b) Corporation other.than New Hampshire cor-
porations. |

Exempt in practice. (See liote after see. 10).

SEC 14 M.ANUF ACTURING CORPORATION
STOCKS.

(a) New Hampshlre Corporatlons

Exempt in practice. (See note after sec. 10)

They may be also spemﬁcally exempt by vote of town
in which corporatwn 1s located (P S. ch. 55 sec. 11.
Supp. 1914, p. 94). e

(b) Corporatlons other than New Hampshlre cor-
poratlons R - - SRR
-Exempt in practice. * (See=note after sec, 10).

Sc. 15 OTHER BUSINESS CORPORATION
" STOCKS."

(a) New Hampshlre Corporatlons
Exempt m practlce (See note after sec. 10)

Sec. 16. UNINCORPORATED ASSOCIATION
STOCKS -
Exempt |

. (Kimball v. Milford 54 N. H 406 ; Cheshu'e Co.
Tel Co.v State63N H 167) e o

.
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- - SEC, l7~" "'BANK" STOCKS: - - - e
(a) Natxonal Banks. -*-;; S AN

Taxable but deductlon is made for real estate and

other property not subject to_taxation if held by an
mdi dual owned by theé ‘Bank."- (P S ch 65 sec. 1 )

(b) New Hampshlre Banks

Shares in S_evmgs _Banks and Trust Compames are
exempt | -

(P S oh 65 sec. l)

Shares n other banks are taxable hke those of Na-;
ttonal Banks (See sec. l (a) ) : 0

1 L -y
- },1

LI | {';q :

11 ‘Ti ] " I ir

T
1"*

(c) Banks of other states and countnes. i

Exempt in. practice; in theory taxable except n:so
far as the stock or the property represented by it taxed

- in the towns or states where the corporatlon 18 located.
,(See note under sec.’1).“(P.'S. ch 55 sec. ,7 (3) ),

(d) Building.and Loan, Assomatwns. L

Exempt in practlce, (P S ch 65 eec, 12 H Supp '
1914, p. 117). T

I|II 4 ": !t -
- -
- T
- 'i. -

s

No'rz.-—An mooma ta:: amendment o the Conmtnnon of" New Hampahu'e
will be voted on this year. . If approvod, én income tax'will be in force changing
the New Hampohnre systera to a tax m:ular to that in effect in Massachusetts.
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- CONNECTICUT.
August 1, 1920.

BONDS.

Sec. 1. UNITED STATES BONDS.
Exempt. (See sec. 5, page 3.)

Sec. 2. CONNECTICUT STATE BONDS.
Exempt. (G. S. 1918, sec. 106.)

Sec. 3. CONNECTICUT MUNICIPAL BONDS.

Exempt if issued after April 1, 1917. (G. S. 1918,
sec. 1222.) Otherwise taxable (but see note after sec.
11}. G. S. 1918, sec. 1184.

Bonds issued by cities or towns to aid certain rail-
~ roads are exempt. (G. S. 1918, sec. 1160, Pub. Acts,

1919, ch. 159).

Sec. 4. STATE AND MUNICIPAL BONDS OF
'OTHER STATES AND COUNTRIES. --

Taxable (but see note after sec. 11).

(G. S. 1918, sec. 1184).
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Sec. 5. CORPORATION BONDS,

Taxable (but see note after sec. 11) except that
bonds of railroads and street. rarlways chartered and
operating ‘in Conneétrcﬁt and paying a gross income
tax, ‘and of water, gas, ‘eléctric 'and power companies,
are exempt. (R.S. 1918, secs. 1365, 1375.) - Also bonds

are expressly exempt if tHéjr'"aF the bonds of a corpora-

uuuuuu

express, telegraph, cable telephone company,- dining,
sleepmg, chair, parlor car company, refrigerator, oil,
stock, fruit, or, other. carﬂcompany,sprovrded such cor-

-'it ‘ j.]‘.l

poratron pays' a gross income tax to the state and’ oper-
ates its own property,..ot provided all.its property: in
Connectrcut 18 operated by a company of the kind de-
Certam rallroad bonds are exempt T(Piib.'Acts 1919,
ch 159) DU g e Sty aeg e

Il .r - * ‘ n O -+ ' :I .:‘ ' o = % ’ " - 11‘1: 1 -
-y - T - F - P B R SR - -
j‘ r"'*.t:.‘ r .1:’;"‘ j.‘_' " bu s - F aw vJ - f__i ' F R . ' ! .? ‘

i i . NOTES,.

SEc. 6.“ NOTES SECURED BY REAL ESTATF+
'MORTGAGES. e

Mortgages on Connecticut real estate, where it is
agreed: that the; borrower shall pay the taxes on such
‘ ..mortgages, ;are. exempt - up to. the assessed value of the

--real estate but the excess of any ‘such loan over such val-

"uation shall be assessed to'the lender (G S 1918 sec.

| 1167 Pub Acts, 1919 ch 90) SRR e
L P e |

N e
..t : '
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Other mortgages are taxable (but see note after sec.
11)o © o vasaiios e

{G. S 1918 Sec. 1184- 39 Conn. 176 42 Conn 126,
cited in 92 Conn. 320 (1918) - .

Sec. 7.: COMMERCIAL PAPER
Taxable (but see note after sec. ll)

© (G/'S. 1918 sec. 1184).

BANK DEPOSITS.
Sec. 8. DEPOSITS IN NATIONAL BANKS

Exempt up to $500. (G S. 1918, sec. 1160; Pubhc
Acts, 1919, chap 159) O*thenmse taxable (G S 1918

sec 1184)

SEC 9, DEPOSITS IN CONNECT ICUT BANKS

o Exemppasm savings deposits.
- (G. S.; 1918, sec. '1331).
Othemse same as sec. 8.

SEC 10 DEPOSITS IN CONNECT ICUT SAV—
INGS BAN KS ) *

”Exempt (G S. 1913 sec, 1330)

| SEC 11 "DEPOSITS IN BANKS LOCATED OUT-
- - SIDE CONNECTICUT::

Taxable (G S, 1913 sec 1184 92 Conn 316)

210 i "‘f“.r't o

'Note—The Bolder ‘of bond notes ‘or ot.hcr chosés in ‘action’ may iy to

the State Treasurer a tax of 4 m:l!s per dollar of face valuation per. year for from
one to_five years and. have the payment certified on the security. , Thereafter
it is exempt from all state ‘and local taxes for ithat peried. (G. S. 1918 sec, 1188).
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