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To the General Court of Massachusetts.
*

In compliance with the provisions of section 33 of 
chapter 30 of the General Laws, as amended, there is sub
mitted herewith such part of the report of the Commis
sioner of Corporations and Taxation for the fiscal year 
ending June 30, 1946, as contains recommendations or 
suggestions for legislative action, accompanied by drafts 
of bills.

HENRY F. LONG,
Commissioner of Corporations and Taxation.
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RECOMM END AT IONS.

1. Local Tax — Corrective Change. —• This proposal re
lates to a purely corrective change to bring section 48 of 
chapter 50 of the General Laws into harmony with sec
tion 75 of said chapter, as amended by chapter 330 of the 
Acts of 1046.

2. Corrective Changes Relating to Local and Income 
Taxes. — When certain provisions of the contributory re
tirement law for public employees were rearranged by 
chapter 658 of the Acts of 1045, it seems apparent that 
references to these provisions in section 5 of chapter 50 
and section 8 of chapter 62 of the General Laws were left 
unchanged through inadvertence. The accompanying bill 
corrects these references.

3. Motor Vehicle Excise - -  Reciprocal Provision. - The 
present reciprocal provision in the motor vehicle excise 
law is too broad. The exemption should be limited to 
motor vehicles or trailers registered by an inhabitant of or 
association or partnership having a principal place of 
business in the reciprocal State.

4. Income Tax — Payment of Tax. —  Under the pres
ent law the personal income tax is payable in two install
ments, one half at the time the return is required to be 
filed, and the remaining one half on October 1 following. 
In practice, it has developed that approximately 85 per 
cent of those filing pay the full amount of the tax at the 
time of filing. It is believed that it would greatly facili
tate the work of the Department if the entire tax is made 
payable at the time of filing. This would also enable 
earlier distribution of the tax to cities and towns.

5. Income Tax — Deduction. — This proposal provides 
for the elimination of the deduction of 5 per cent of the 
assessed value of stock in trade and other' tangible prop
erty, real and personal, in computing business income.
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This is an arbitrary deduction, a parallel of which is not 
to be found in an3r other income tax law in existence and 
appears to have no sound, logical basis.

6. Income Tax — Distribution of Capital. - The ex
emption of the taxation of stock dividends coupled with 
the existing law as to what constitutes a distribution of 
capital affords a complete means of evading the income 
tax upon dividends whenever a corporation is liquidated. 
If accumulated earnings are not taxed when t hey are dis
tributed to the stockholder in the form of a stock divi
dend, then they surely should be taxed upon liquidation 
of the capital increase resulting from the stock dividend.

7. Bank and Corporation Taxes —  Definition of “ Net 
Income” . - Many difficulties have arisen from attempt
ing to follow the changes in the Federal Revenue Law in 
determining deductions in connection with the bank tax 
and the corporation excise tax laws in so far as the same 
are measured by net income. This was particularly evi
dent in connection with the changes in respect to de
ductibility of excess profits taxes and in connection with 
renegotiation of contracts. To avoid such difficulties in 
the future, the Massachusetts law should stand upon its 
own bottom.

8. Taxation of Incorporated Clubs and Other Organiza
tions Engaged in the Sale of Alcoholic Beverage. -  Many 
incorporated clubs and other organizations have engaged 
in the sale of alcoholic beverage not only for the conven
ience of their membership but for profit as well. It is felt 
that such organizations should pay an excise in respect to 
these activities.

9. Taxation of Transfers of Stock. - In connection with 
the stock transfer tax the question has arisen as to the 
application of the law to transfers of the right to receive 
shares or certificates. An express provision of the Federal 
law covers such a situation and it is believed that such a 
provision should be incorporated in the Massachusetts 
law. The proposal also defines more precisely the exemp
tion in connection with pledge of stock.

10. Gasoline Tax — Rate. The original gasoline tax
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was at the rate of two cents a gallon, the provision for the 
tax being incorporated in the General Laws as chapter 
64A. Since May 1, 1931, however, an additional tax of 
one cent per gallon has been in effect through repeated ex
tensions of temporary acts. Under the latest extension 
this additional levy runs through June 30, 1952. The 
need for a three-cent rate seems to have been sufficiently 
demonstrated to warrant its being established in the Gen
eral Laws to the end that so-called temporary extensions 
may no longer be needed.

11. Inheritance Tax — Tenancies by the Entirety. — 
Under a decision of the United States Supreme Court it 
would appear that the enlargement of the estate of the 
survivor, when a tenant by the entirety dies, may consti
tutionally be subjected to an inheritance tax. It would 
therefore appeal- that it is only necessary that the intent 
of the Legislature to lay such a tax shall be made clear. 
It is believed that such a law is only fair and just and 
that the provisions of chapter 65 of the General Laws 
should accordingly lie perfected to cover adequately this 
situation.

12. Alcoholic Beverage Excise. — The full collection of 
the alcoholic beverage excise should be further insured by 
permitting the commissioner to require a bond adequate 
to satisfy the tax liability in case other means fail. Similar 
provisions are already made in respect to cigarette and 
meals taxes. There also appears to be need of further 
means of checking bootlegging of liquor through the im
position of penalties. This proposal is to provide such 
remedies.

13. Alcoholic Beverage Excise - Temporary Additional 
Tax. The temporary tax imposed by chapter 434 of the 
Acts of 1939, as extended by chapter 546 of the Acts of 
1945, will run out June 30, 1947, unless action is taken to 
provide for further extension. If such extension is de
sired, it is recommended that action be taken well in ad
vance of the date of expiration of the existing act to the 
end that those called upon to pay the tax may not be left 
in uncertainty, as well as administration of the tax be
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made difficult by reason of uncertainty as to necessary 
changes in forms and like matters.

14. Charitable and Similar Corporations. The general 
purpose of this proposal is to require reports from corpo
rations organized under chapter 180 of the General Laws 
or under earlier laws or special acts for similar purposes, 
to provide for restraint of those engaging in ultra vires ac
tivities, and for dissolution where it appears to be in the 
public interest. At the present time there are, no doubt, 
many such corporations as to which there are no records 
other than that of organization. There is nothing to in
dicate whether the corporation is still functioning, who its 
officers are, or whether the purposes permitted are strictly 
followed. It is probably true that others may be using 
this form of organization as a cloak for activities not con
templated by law and perhaps receiving tax exemptions 
to which they are not properly entitled. The proposal, 
if enacted, would tend to reduce such abuse and to clear 
the record of defunct organizations.

15. Receipts of Certain District and Municipal Enter
prises. Many district or municipal enterprises are in 
competition with private enterprises. The latter con
tribute through local taxation to the support of local gov
ernment, whereas the municipal enterprises escape such a 
charge. It is believed that it is unfair to taxpayers to give 
to the consumers of water, light and electricity supplied 
by municipal enterprises this advantage. The proposal 
makes provision for the transfer of a portion of the receipts 
of such municipal enterprises to the general funds of cities 
and towns.
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