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Inasmuch as the General Court, by the passage of Re-
solve No. 44 of 1927, provided for a special commission to
revise the laws of the Commonwealth relative to taxation,
the recommendations herewith submitted are necessarily, so
far as the taxation work of this Department is concerned,
only those which are on comparatively minor matters, and not
of sufficient importance for the special commission to con-
sider. With the exception of one bill which corrects a situa-
tion growing out of a Supreme Judicial Court opinion the
bills are in large part merely corrective.

As to Corporations.

1. Dissolution. This recommendation is for a continu-
ance of the practice whereby annually an act is passed to
dissolve certain corporations. Many of these corporations
have ceased to function, some apparently have no officers,
others have failed to file certificates of condition or tax
returns, and many have been enjoined through the Attorney
General from doing business but are not to be found. It is
requested that such of these as will be submitted be dissolved.
Certain other corporations which have satisfied all require-
ments and have by a vote of the corporation expressed their
desire to be dissolved will be submitted.

Departmental.

2. Deputies. The new classification relative to salaries
which has included the Directors of the Divisions of this De-
partment makes very clear the injustice of the present statu-
tory limitation on the salaries of the Deputy Commissioner
of Corporations and Taxation and the Second Deputy, who,
under the provisions of the General Laws, have general over-
sight under the Commissioner of Corporations and Taxation
of the work of the entire Department. The provision of

RECOMMENDATIONS.

Administrative Officials.
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law 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 law, and the setting of the salaries be left to the
Commissioner, with the approval of the Governor and the
Council.

3. Accounts. Under the provisions of chapter 14 of the
General Laws, as amended, the Commissioner of Corpora-
tions and Taxation is given the administrative control over
the Department of Corporations and Taxation. In some of
the general laws dealing with the question of municipal fi-
nance and collateral matters there is apparent inconsistency
in that the Commissioner is not given direct authority. The
Commissioner appoints the Director of the Division having
to do with municipal finance and can name an employee to
act in the absence of the Director. In the case of sickness
or absence of both of these officials, however, there seems
to be no way in which the work of the Division can go for-
ward. It is recommended that chapter 14 of the General
Laws be amended so that the Commissioner of Corporations
and Taxation will have authority to perform this work which
is required of the Department, and which is more accurately
set out under the chapters of the general law dealing with
matters of municipal finance and other activities assigned to
that Division of the Department of Corporations and
Taxation.

Districts.

4. Fire and Improvement Districts. • There is a growing
tendency on the part of many communities that may have
grown up without relation to city or town bounds, or have
grown up within the city or town boundaries, to establish
for the benefit of that particular locality fire protection.
Authority for this is found in chapter 48 of the General
Laws. There is, however, no provision for the reporting
of the establishment of these fire districts. Inasmuch as
these districts come directly under the direction of this De-
partment in matters of finance, and as this Department is
the office of record as to the formation of certain kinds of
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corporations, it seems advisable that the fire districts,
merely as a matter of record if for no other reason, file
with this Department the necessary information that will
enable every one to know the facts in relation to the fire
districts.

Many communities find it impossible to furnish all of the
facilities that many sections of the city or town desire. To
the end that the people may have these they join together
and establish districts. A similar situation arises in relation
to these kinds of districts as arises in relation to the fire dis-
tricts above spoken of. It is highly desirable, for purposes
of record, that these improvement districts file the necessary
information in this Department so that there will be a pub-
lic record of the facts that the public ordinarily desires to
know in relation to corporations of this character.

5. Records. The general law now provides in the report
that the assessors must make each year that there be included
a great many things which have not now the importance for
comparative purposes that many things have that have more
recently been developed. It is therefore suggested that a
change be made carrying all of the provisions of the present
statute relative to what the records of the assessors shall
show, together with this additional requirement, which will
make complete the provisions of chapter 343 of the Acts of
1925 which authorized the uniformity of records throughout
the Commonwealth.

6. Abatements. Under the provisions of the existing law
a collector of taxes, satisfied that certain taxes are uncol-
lectible, can request the assessors to abate them. Within
the law is an old provision relative to poll taxes put on at
the time the payment of a poll tax was a prerequisite for
registration to vote. This provision, which does not allow
the abatement of a poll tax within the year in which it was
levied, is different than the situation relating to personal
property. This means that the collector is obliged to carry
over what he knows are uncollectible poll taxes until the

As to Local Taxation.
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beginning of the next year before an abatement can be
granted. It is suggested that this uncertainty be removed,
because it is of no practical advantage under present condi-
tions and creates a false asset.

7. Redemptions. By the passage of chapter 126 of the
Acts of 1927 an amendment was made to section 50 of
chapter 60 of the General Laws relative to the redemption
of land taken on a tax title. At that time a corresponding
correction was not made under section 62 of the same chap-
ter. A recommendation is made, therefore, that section 62
be corrected so that the Treasurer shall be the person to
receive payment upon redemption, the collector having re-
ceived credit on his books at the time the tax sale was
consummated.

As to Tax on Incomes.

8. Interest. In a recent decision of the Supreme Judicial
Court (Adv. Shts., 1927, 1885) it was held that certain
money which had been taxed as interest was not, but
was something else. The Court further held that facts
might very well exist “showing that a part of the so-called
‘price’ is in reality interest and taxable as such under the
statute,” but in the particular record in this case this was
not made clear. In order to correct this situation, and to
bring the statute in line with what has been the practice
in the administration of the income tax law since 1917, an
amendment is suggested to section 1 of chapter 62 of the
General Laws, providing that a tax be laid upon that which
is received for the use of money or credit.

9. Distributions. Following the decision of the United
States Supreme Court in Eisner v. Macomber, despite the
decision of the Massachusetts Supreme Judicial Court, the
Legislature passed an act providing that stock dividends
should not be taxable. The Massachusetts Supreme Judicial
Court in several decisions since the passage of that act has
held that stock dividends were income. Because of this, in
the Parker case (Adv. Shts., 1927, 317) the Massachusetts
Supreme Judicial Court held that no tax could accrue under
the Massachusetts income tax law on the theory that stock
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dividends were not income. The Massachusetts income tax
law originally included the taxation of stock dividends when
received. This was sustained by the Massachusetts court,
they holding stock dividends to be taxable income.

It was understood at the time the Legislature excluded
stock dividends from a tax that when the dividend stock
was sold a tax at three per cent on the whole price received
would apply because the taxpayer could not show that he
had paid out anything for the dividend stock. Then came
the decision of our Supreme Court in the Parker case, in
which our Court again reaffirms its former decisions that a
stock dividend is income when received and can be taxed
at that time, and if it is not taxed at that time as a divi-
dend, no profit from its later disposition is realized unless
it is sold for more than its “value” when received.

This situation results in the loss of any tax at any time
on stock dividends or even the deduction of a technical
loss contrary to the apparent legislative intent and under-
standing.

A bill is offered to correct this situation by providing that
the cost of the stock originally held shall be prorated over
the old and new stock, so that a tax at three per cent will
lie on the true profit received, instead of a technical loss
being shown in the face of the facts which are so clearly to
the contrary.

The accompanying chart shows the situation more clearly
than can be stated in words.

As to Tax on Corporations.

10. Allocation. The present statute (chapter 63, section
38), permitting a corporation to allocate income if it carries
on business outside the Commonwealth, as interpreted in
the recent decision of the Supreme Judicial Court of Massa-
chusetts (Adv. Shts., 1927, 2243), appears to lead to unex-
pected results unfair to the Commonwealth. The purpose of
the Legislature in permitting allocation was undoubtedly to
avoid double taxation of the corporation’s income. Under
the decision of the Court it is construed to go much farther
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and to permit allocation when no other State has the power
to tax any portion of the corporation’s income. As con-
strued by the Court, a corporation under the present statute
is entitled to allocation in some instances, even though the
allocating factors provided by the statute would result in
assigning all income to Massachusetts. In other words, the
method of allocation provided is ineffective to carry out the
Court’s construction of the provision of the law that entitles
the corporation to allocation. Obviously, this situation
should not obtain. The language of the proposed act ex-
pressly states what the Legislature probably originally in-
tended but which the Court otherwise construed in the ab-
sence of express language.

11. Valuation. In providing a different method of taxa-
tion for domestic and foreign business corporations as apart
from other corporations, the question of valuation deter-
mined by the Commissioner for the purposes of the corpora-
tion tax lost a provision which had been for many years in
the statute books relative to notification to the assessors if
a change had been made. This provision now runs as to
all corporations subject to the franchise tax under section
58, but to no other, and it is therefore recommended that a
change be made so that the Commissioner in determining
the value in any kind of corporation subject to tax as a
foreign and domestic business corporation and including na-
tional and savings banks and trust companies for the pur-
poses of laying the excise tax must report to the assessors
the change of valuation, as he is obliged to do now in the
case of public-service corporations.

12. Service. — Foreign business corporations entering to do
business in Massachusetts appoint the Commissioner of Cor-
porations and Taxation attorney to accept service. A large
number of foreign corporations coming into Massachusetts
on a single contract, like the building of a road or bridge,
fail to register, and citizens of Massachusetts cannot make
a service of process as no officer of the corporation can be

Corporations.
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found in the Commonwealth. It is recommended that a
service on the Commissioner of Corporations and Taxation
will be sufficient for all foreign corporations even though
certain of these corporations do not register. A warrant for
this legislation is found in a similar provision relating to
non-resident motorists where service can be made upon the
Register of Motor Vehicles. Several cases have occurred
where injustices have been allowed to continue against Mas-
sachusetts citizens because no service would lie against the
corporations doing the damage, and they having gone be-
yond the Commonwealth leaving no property here, no rem-
edy whatever existed for the injured citizen.








