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As to Corporations.

1. Dissolution.-—This recommendation is for a con-
tinuance of the practice whereby annually an act is passed
to dissolve certain corporations. Many of these corpora-
tions have ceased to function, some apparently have no
officers, and others have failed to file certificates of condition
or tax returns. It is requested that such of these as will be
submitted be dissolved. Certain other corporations which
have satisfied all requirements and desire to be dissolved
will be submitted for dissolution.

Departmental.

2. Administrative Officials. The constantly increas-
ing work of this Department has necessitated the appoint-
ment of numerous Directors of Divisions whose salaries have
now, in some instances, exceeded those paid to the Deputy
and Second Deputy, who, under the provisions of the
statute, have general oversight under the Commissioner of
Corporations and Taxation of the work of the entire Depart-
ment. The provision of statute setting their salary was
taken from an old statute and is not now fairly measurable
with the services required. It is therefore suggested that
the statutory amount be stricken from the statutes, and the
setting of the salaries be left to the Commissioner, with the
approval of the Governor and the Council. If in its wisdom
the General Court accepts or authorizes a new classification,
a repeal of this provision may be made by a general bill,
but in the event that no such general repeal is enacted the
enactment of this recommendation is highly desirable.

The work of supervising the local assessors and collectors
of taxes and the giving of assistance and advice to local
officials has so increased that it is necessary to have an
additional Supervisor of Assessors. The Director of the
Division of Local Taxation having this directly i n charge
formerly acted as supervisor for the cities, but owino- to the
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increase of duties thrown upon this Division for more than
a year it has been impossible for him to give the cities the
attention they need. Unless a supervisor is allowed, this
work will break down because of the physical inability to
visit the number of places required. With the adding of one
more supervisor the four that will then be in the Division
can have a separation of cities and towns in a proportion
that will allow the frequent regular and emergency visits
that are so necessary.

As to Local Taxation.
3. Exemptions. —-For many years the policy of the

Commonwealth has been to encourage, by exempting from
taxation, the property so used of those enterprises that
removed from governmental shoulders certain activities
which, but for private contribution, would of necessity be
borne by government. Unquestionably, this exemption
practice has developed to such proportions that it may soon
become of serious moment to the Commonwealth. While it
may long be the policy of the State so to exempt property,
it would seem wise to have from time to time such reports
as would indicate to how great an extent such exemptions
were being given. It would also seem desirable to provide
for taxation in those cases of exemption where the property
is not used for the purposes which strictly could be exempted
but rather for private gain and profit. The exemptions now
scattered to all manner of so-called “charitable institutions”
amounted in the year 1925 to a valuation of approximately
11,200,000,000. It is believed that a great deal of this
exempted property is on highly valuable land in localities
that are constantly growing and consequently increasing the
value of the land occupied. While the extension of charity
is probably something that the Commonwealth wishes to
continue, it is of doubtful wisdom to allow for the purpose
of extending this charity occupation by exempted institu-
tions of the most valuable parts of the community. Some
plan for a reasonable and not extravagant exemption should
be enacted into law.
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As to Tax on Incomes.
4. Trusts. • The present law has the provision that

property held in trust shall not bear so heavy a burden of
tax as do individuals. While this provision is undoubtedly
in conflict with the Constitution, it also does not fairly
measure the tax as compared to other taxes under the stat-
ute. A direct encouragement to evade taxation seems of
doubtful propriety, and should be removed. It may be
that a portion of the deductions should be allowed, but it is
doubtful if it is good practice to allow for the deduction of
fees, and the present proposal is to remove that provision for
a deduction. Inasmuch as it was the intent, apparently, to
include certain other fiduciaries with trustees, the words in
the section governing that seem to have been enlarged upon
beyond the meaning of the statute. It is therefore recom-
mended that certain words be stricken out so that the sec-
tions that apply should not be confused by language which
can be misconstrued.

Gains or Losses from the Sale of Tangible Property.—-In-
asmuch as there is confusion as to what is income within
the meaning of the statute, particularly as it relates to gains
or losses from the sale of tangible property, it is suggested
that this section of the law be clarified so that in the sale of
tangible property there shall be no question as to what shall
be taken as a measure of the determination of the tax.

Married Persons’ Exemption. When the three hundred
dollars exemption was increased to one thousand dollars,
provision was made that the tax should not reduce the sum
received by the individual below a thousand. There crept
in at the time a similar provision as to married persons and
it would seem that this particular limitation should be
eliminated.

Corrective. Under the old law it was necessary for
employees to report the salaries above eighteen hundred
dollars. An amendment was passed some years ago chang-
ing this to two thousand dollars, but a section of the law
was omitted. The recommendation now is that as regards
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public officials the same requirements as of private employees
should govern.

5. Savings Institutions. The new national bank tax
law taxing income from whatever source derived has reflected
a reduced tax on the savings departments of trust com-
panies. The tax-exempt securities heretofore held in the
commercial department have been transferred to the savings
department so as to eliminate in so far as possible the entire
tax under the savings bank tax law. It seems fair that the
Commonwealth should have some tax, at least, from all
savings institutions, and it is therefore recommended that a
small minimum tax be laid against savings banks and sav-
ings departments of trust companies so that the revenue
from this source will not be constantly diminishing.

Credit Unions. The passage of Chapter 273 of the Acts
of 1926 occasioned a great many associations subject to the
income tax to incorporate as credit unions. Inasmuch as
the credit unions under the present law are exempt from
all taxation except upon their real estate locally situated, it
would mean a substantial loss of revenue if these associa-
tions heretofore taxable in the income tax law should by
the passage of this act and by conformity to it escape all
taxation. It is therefore recommended that a small tax be
laid upon credit union:

Co-operative Banks. It would be manifestly unfair to lay
a tax on credit unions, as it is now manifestly unfair to lay
a tax on savings banks, without also including a tax on
co-operative banks. There is therefore recommended a small
tax on co-operative banks, so that all savings institutions of
similar characteristics will contribute a proportional amount
in the shape of taxes for the support of the government that
makes their continuance possible.

As to Tax on Corporations,

6. Insurance. ■— Title insurance and mortgage guaranty
companies were formerly subject to a franchise tax based
upon total share value. All their activities were thus under
consideration. When the taxable basis of all domestic stock
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insurance companies was changed from franchise value to
premium income, it left this small class of companies tax-
able upon premium income only, excluding their business
of examining titles, buying and selling mortgages and the
like, which represents a substantial part of their activities.
The proposed legislation is designed to restore a tax upon
this portion of their business which is not now subject to
any tax whatever.

7. Business Corporations. Corporate Excess.
The present law does not make adequate provision for the
determination of the corporate excess employed within the
Commonwealth because it gives a disproportionate deduc-
tion for certain property within the Commonwealth and for
certain securities. Amendment is therefore suggested in
Clause 4 of Section 30 of Chapter 63 of the General Laws to
correct this situation, and as the same situation has become
more pronounced than it was a year ago the recommenda-
tion is renewed.

Interstate Commerce. ■— In the light of the decision in the
Alpha Portland Cement case by the United States Supreme
Court, it is clear that under our present corporation tax law
foreign corporations engaged exclusively in interstate com-
merce are not subject to the present excise tax. The deci-
sion leaves open the opportunity for the State to tax all
property, both tangible and intangible, within the jurisdiction
of the State belonging to the foreign corporation engaged
exclusively in interstate commerce. This is broad enough to
include income earned, accounts receivable, cash in the bank,
office supplies, merchandise and other tangible and intangible
property. It is therefore suggested that a tax be laid upon
property and income of the corporations if they set them-
selves up as being engaged solely in interstate commerce.
The bill submitted provides for a return to the Commissioner
of Corporations and Taxation for the determination of the
valuation of the personal property to be taxed by the local
assessors and for such other return as may be necessary for
determination of the taxes imposed. The bill provides,
however, that a corporation agreeing to subject itself to the
provisions of our corporation tax law will not be subject to
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the provisions of the law applicable to foreign corporations
engaged exclusively in interstate commerce. This recom-
mendation is renewed because the amount of money that
is being lost under it, and the various inroads being made in
the revenue because of this question being raised, places the
situation as to this kind of a tax in the place that would
seem to require legislative action. It is clear that the valid-
ity of any law is not assured until it is passed upon by the
Supreme Judicial Court, but it seems that there is enough
merit in this proposal at least to warrant legislative action.

Liability Period. The question has been raised in con-
nection with the excise tax laid on domestic business cor-
porations as to whether or not such corporations are subject
to the excise, in the event that the corporation is not actu-
ally engaged in business in an active sense. Under the for-
mer franchise law which our present law supersedes, it was
clear that in the case of a domestic corporation the corpora-
tion was subject to the tax if it possessed the franchise
regardless of whether it exercised that franchise. It was
very likely intended that such corporations should continue
to be subject to taxation, but as the present law is drafted,
it is not altogether clear whether they are taxable under the
business corporation excise tax law, or taxable under the
clause which relates to public service and certain other
domestic corporations, or possibly not taxable at all. It is
therefore believed that this question should be definitely
disposed of and thereby avoid the possibility of further
litigation.

It is also recommended as to all corporations that the
authority to lay additional taxes and to audit the books of
the corporations be clearly granted.

Subsidiary or Controlled Corporations. —ln recent years
the practice has become common in the case of large cor-
porations to create subsidiary or controlled corporations to
carry on business in order that the parent corporation may
avoid subjecting itself to tax liability. Under the business
corporation excise tax law one of the measures of the tax is
income. A parent corporation, therefore, can so manage the
affairs of the subsidiary corporation, or make such arrange-
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ment with it, that the subsidiary corporation will disclose
only losses or nominal profits. This may be accomplished
in a variety of ways. One of the most common is by billing
goods to the subsidiary at such a price that the subsidiary
cannot show a profit. Under the present law it is probable
that the parent corporation cannot be subjected to taxation.
Doubt has been expressed as to whether the artificial rela-
tionship established between the parent and subsidiary cor-
porations can be set aside in assessing the tax upon the
subsidiary. It seems wise that this doubt should be defi-
nitely disposed of in order that litigation and confusion may
be avoided. The proposed legislation would clearly establish
the authority of the Commissioner to make assessments in
accordance with the present practice.

Dividend Credits. Section 43 of Chapter 63 was appar-
ently intended to prevent double taxation, so called. As it
is now phrased, it greatly exceeds that purpose in that the
credit provided is twice the rate of the excise itself. This
error is further exaggerated by applying a deduction for
machinery to the income prior to the application of the
dividend credit. This provision certainly should be rectified
in these respects, if not repealed altogether. In my opinion
it should be repealed. There is no sound reason for apply-
ing to an excise tax imposed upon a corporation for the
enjoyment of the privilege of carrying on business in the
Commonwealth, a credit on account of an income tax
imposed upon Massachusetts residents in return for govern-
mental benefits received by them and in proportion to their
ability to pay. It is to be noted that the dividend credit
goes to the foreign corporation and not to the Massachusetts
stockholders, whom it is ostensibly set up to benefit. Fur-
thermore, there is reason to believe the credit given under
the present law is unconstitutional, a similar provision in a
statute of the State of Oregon having been so held. There
is a constantly growing confusion as to the matter of divi-
dend credits and unquestionably a great deal of money is
lost to the Commonwealth. The attempt to adjust the
difficulties by obtaining the actual domicile of the stock-
holders is under way, but it is not felt that it will meet the
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situation. A repeal of this dividend provision, particularly
if it applied to all, would seem to be in the interest of good
legislation and sound taxation.

Additional Taxes. —The business corporation excise law
provides a period of two years following the September of
the year in which the tax is normally assessed for the audit
and verification of tax returns. If it finally develops that a
corporation has not been assessed the tax which it should
have been assessed, an assessment is authorized, but under
the statute as drawn no provision is made for the circum-
stance that the due date has been deferred and consequently
the Commonwealth and the cities and towns have lost the
use of the money. If the tax had been assessed in the usual
course and had remained unpaid after the usual due date
interest would have run at the rate of six per cent. It
would therefore seem just that provision should be made for
the running of interest upon these late assessments. Such a
provision already exists in connection with the assessment
under the income tax law.

As to Taxes on Legacies,

8. Repeal of Taxes on Intangible Property of Non-
Residents. The only intangible property of non-resident
decedents which is subject to inheritance tax in this Com-
monwealth at the present time is stock of Massachusetts
corporations and of national banks located in Massachusetts.
It is again recommended that the tax upon this class of
property be abandoned and that the tax upon property of
non-resident decedents shall be limited to real estate and
tangible personal property within the Commonwealth.
Probably no tax has been given the publicity that has been
given to the so-called death duties, and it would seem that
Massachusetts could well afford to take the lead in excusing
from a tax all non-resident decedents who do not have real
estate and tangible personal property located within the
jurisdiction of Massachusetts. As the law now stands, it is
a direct invitation to possible investors to avoid buying the
stock of Massachusetts corporations and the stock of na-
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tional banks located in Massachusetts. The sum received
from these sources is not of importance as a matter of
revenue, and the abolition of the tax would be of great
benefit to our corporations that desire to sell stock to non-
residents. In the event such a course was not adopted, it
would seem that to be consistent the Legislature should lay
a tax on all property of a foreign decedent and not select
particular property for punishment.

A year’s experience shows that the revenue flowing from
this kind of a tax is extremely small. The confusion caused
now by our people being obliged to get waivers, et cetera,
and by the Department having to handle the non-resident
estates, is disproportionate to the revenue gained. The
continuance of this practice also militates against our own
corporations at a time when investors throughout the coun-
try are shifting investments or looking with great care to
new investments to be made. It is to be hoped that the
Federal government will abandon its estate tax, thus leav-
ing to the States a tax field peculiarly their own, or, in the
absence of that, modify its estate tax law so as to permit
this Commonwealth to pass legislation allowing a larger
revenue from its tax levies on property passing under our
laws affecting the devolution of property.

The reciprocal provision, while in a measure worthy of
some argument in support of its inducing other States to
fall in line, is greatly exaggerated when the business inter-
ests and the actual expenditure of money are considered in
relation to non-resident estates. It is sincerely hoped that
the non-resident tax will be eliminated so as to relieve the
burden on the Department.

Rates. At the time a change in rates was made unfor-
tunately a halt of one per cent was included in one instance.
There seems to be no warrant for this and the circumstances
under which it was originally adopted do not indicate that
it was relatively well considered. It is therefore suggested
that the same proportionate graduated rates in Class A be
used as in other classes.

Assessments. Some confusion from time to time has
grown out of the provisions of the statute which seems to
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make conclusive the tax bill as now given. It is the prac-
tice to give a receipt in full so that the probate record can
be closed, but in the event new property is discovered it is
felt that that should be subject to tax irrespective of the
full receipt having been given. In order to avoid any liti-
gation it is suggested that the words be stricken from the
statute which would seem to prevent the Commonwealth
from obtaining an excise on property which did not actually
pass at the time the certification was made.

Estate Tax. Inasmuch as the Federal estate tax is still
in existence, and as there are several estates from which the
Commonwealth would be entitled to considerable sums under
the eighty per cent credit, it is recommended that a con-
tinuation of the estate tax to take up the “slack” be
re-enacted.

As to Abatements and Collections

9. Abatements. The provision enacted in 1922 rela-
tive to the two-year application for abatement administered
with the thought that it was discretionary was declared by
the Supreme Judicial Court in the Attleboro Trust Company
case as a mandatory statute. This, in substance, allows
suit to be brought against the Commonwealth by an intri-
cate method of mandamus after the doors of the court are
closed by the regular statute. The provisions of the statute
have worked well to relieve hardship in many cases, but if
they are to be mandatory it would bring upon the Com-
monwealth at some time perhaps a great expense running
into millions of dollars. Under the present law as inter-
preted in the Trust Company case, the period for bringing
proceedings to test the constitutionality of a law, which
might affect the validity of all taxes assessed thereunder, is
extended from the former six months’ limitation to an
indefinite period, which might conceivably extend over
several years. It does not seem as if this kind of statute
should be in operation subject to the judgment of two ad-
ministrative officials. It would seem if this statute is to
remain upon the statute books there should be a separation
between the cases which were held to be illegal and those
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held to be excessive, so that there would be consistency in
the provision of the statute which allows the aggrieved
taxpayer to go to the courts. It is therefore recommended
that this section be amended in such a way as to set up two
kinds of cases which can be treated under it. The situation
is important enough for the Legislature either to repeal the
law altogether or to indicate its willingness to continue the
statute as it is or to enact the recommendation herewith
submitted. In this connection it will in any event be neces-
sary to make a provision for the charging to the cities and
towns of any recoveries or abatements made under the pro-
visions of this law, there being an absence of authority to
assess the money paid back to the cities and towns under
the present statute.

10. Collection. —ln many cases not only in the ques-
tion of State taxes, but as well of the cities and towns,
people have avoided the payment of just taxes by being
subject to the law enforcement officers of the Common-
wealth only on Sunday. It is probably true that a tax
warrant, being a civil warrant, cannot be served on Sunday,
but because of this provision to allow persons to escape their
just share of government seems unwarranted. It is therefore
suggested that legislation be enacted to allow the serving
of a tax warrant on Sunday.

Miscellaneous,

11. Certain County Funds. —ln the control of county
accounts it frequently appears that money rightly belonging
to some child or some unfortunate person is deposited in the
bank for their benefit to be paid in installments. The pro-
vision now is that the interest on the money goes to the
county, while in equity and good conscience it should be
added to the principal of the fund and go for the benefit of
the person ultimately entitled to the principal.

12. Betterments. The dating of all tax bills as of
April first, as was enacted by the Legislature of 1926,
requires that the provision relative to the assessment of
betterments should be made to conform to the new law
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and it is therefore recommended that a slight amendment
be made so as to bring the betterment assessments and the
general assessment of property as to bills into harmony.

13. Filing of Certificates. Gas and electric light
companies in most instances now file with the Commissioner
of Corporations and Taxation certificates of increases of
capital stock although there is no direct provision for it.
It would seem wise that legislation be passed to provide that
this be enacted into the statute so that the place of record
of the increases would be with the Secretary of the Com-
monwealth after approval by the Commissioner of Corpora-
tions and Taxation.








