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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 
submitted herewith such part of the report of the Com
missioner of Corporations and Taxation for the fiscal 
year ending June 30, 1947, 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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RECOMMENDATIONS.

1. Appropriations at Special Town Meetings. — Be
cause of the lack of certainty that any substantial num
ber of voters will be present at special town meetings, 
and the probability that the number present at a special 
town meeting will be much less than the attendance at 
an annual meeting, it is believed that the voting of appro
priations at special meetings by a relatively small pro
portion of the inhabitants should be guarded against. 
It is therefore recommended that no appropriation at a 
special town meeting shall be valid unless at least 20 per 
cent of the total number of registered voters of the town 
are present, nor unless at least two thirds of those voting 
are in favor of the appropriation, or that other limita
tions of a similar nature be provided in connection with 
the appropriation of money at special town meetings.

2. Municipal Contracts for Expert Appraisal of Taxable 
Real Estate. — Much taxable real estate is of such a 
nature that the assessors would be greatly helped in 
arriving at a just valuation by an expert appraisal. The 
proposal would permit assessors to contract for such ap
praisal, but with limitation that no contract should involve 
an annual expenditure in excess of one twentieth of one 
per cent of the assessed valuation.

3. Municipal Borrowing within the Debt Limit. — It is 
believed that the purpose of requiring a municipality to 
bear currently a part of the burden when it borrows for 
purposes within the debt limit is, under the present law, 
often defeated in whole or in part by the provision that 
permits the use of available funds instead of raising the 
money by taxation. This proposal would require the 
amounts specified to be provided in the current year to 
come exclusively from taxation in that year.
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4. Audit of Accounts of Cities, Towns and Districts. -- 
While the Legislature has recognized the importance of 
auditing municipal accounts by providing for an annual 
audit of the accounts of cities and towns, there are a 
large number of fire, water and other districts the ac
counts of which have never been audited. Since district 
officials have custody and management of substantial 
amounts of public funds, it appears that an audit of the 
accounts of district officials is as needed as an audit of 
the accounts of city and town officials.

5. Audit of Accounts of Veterans’ Service Districts. -  
Approximately twenty veterans’ service districts with a 
membership of nearly ninety cities and towns expend 
funds for veterans’ services with no present authority 
for an audit of such funds. Since the funds expended are 
raised by taxation, it seems obvious that an audit of these 
funds should be authorized and required.

6. Local Taxation — Valuation of Property. — Although 
there have been some court decisions dealing with the 
problem of valuation of real estate and relating to the 
admissibility of evidence as to value, practices as to 
valuation vary widely throughout the Commonwealth. 
It is believed that there is need for some more definite 
guiding rule for assessors to follow if the tax burden upon 
real estate is to be equalized and equitably apportioned. 
This is particularly true at the present time, when there 
have been acute changes in building costs which to some 
extent may have found reflection in recently built prop
erties, but which have often been ignored as to proper
ties constructed at a time when building costs were much 
lower. It is urgent that some action be taken if the pres
ent injustices are to be removed.

7. Determination of Local Tax Rates. — Failure of city 
or town officials to establish local tax rates seasonably 
obviously delays the prompt issuance of tax bills and the 
prompt collection of local tax revenue, both to the detri
ment of the finances of the city and town and often to the 
inconvenience of taxpayers. It is recommended that 
where assessors are not in a position to fix the rate in time
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for the issuance of tax bills in due course, there should be 
provision whereby they shall be required to proceed at a 
rate ready of determination.

8. Local Taxation— Valuation and Assessment Books. 
-  - The needs of the cities and towns in respect to valua
tion and assessment books have come to vary so much 
according to the size of and conditions in the particular 
community that it is my opinion that it is desirable that 
the responsibility for furnishing the same should rest 
with the municipality, subject, however, to approval as 
to form by the Commissioner.

9. Assessed Valuations — Admissibility in Evidence. — 
It is believed that admitting evidence as to the valuations 
placed by assessors upon properties comparable in nature 
to the property the value of which is in issue in the Appel
late Tax Board proceedings would promote greater equali
zation of valuations, and it is accordingly recommended.

10. Constitutional Amendment. — Under the propor
tional clause of the Constitution it is impossible to classify 
tangible personal property' for purposes of taxation or to 
tax at a rate other than that applicable to real estate. 
With the great expansion of the amount and types of 
such property, and having in mind the mobility of certain 
kinds of tangible personal property, it seems clear that 
under present-day conditions the General Court is unduly 
hampered and restricted in dealing with this phase of the 
problem of taxation, and so prevented from enacting 
legislation which would adjust the Massachusetts situa
tion to bring it more in line with the best thought as 
expressed by legislation in other States. A constitutional 
amendment permitting the classification and taxation of 
tangible personal property at different rates is accord
ingly recommended.

11. Income Tax — Stock Dividends. — There is no 
sound reason why the distribution of the accumulated 
earnings of a corporation in the form of a dividend paid 
in stocks should be freed from taxation. As was held by 
the Supreme Judicial Court in Tax Commissioner v. Put
nam., 227 Mass. 522, the stock dividend gives the stock-
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holder “ a new thing of value, transferable, transmissible 
and salable separate and apart from that which before 
he had possessed.” Not to tax a dividend so paid places 
the recipient in a favored position over the recipient of a 
dividend paid in cash, or in commodities or in the stock 
of another corporation than the one paying the dividend.

12. 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 they are 
distributed 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.

13. Taxation of Savings Banks and Savings Depart
ments of Trust Companies — Certain Deductions. — In the 
computation of the tax on savings banks and savings 
departments of trust companies a deduction is allowed 
for loans secured by mortgage of real estate taxable in 
the Commonwealth, apparently upon the theory that the 
deposits invested by the bank in such loans should not 
be the basis of taxation in the hands of the bank in view 
of the local tax upon the realty. Under the present law, 
however, the deduction is not limited to the assessed value 
of the real estate, but extends to the full amount of the 
loan, which in many instances in the past has exceeded 
the assessed value. Clearly such a deduction in excess of 
the assessed value, which is the basis and extent of the 
local tax, is illogical and unwarranted. The proposal 
limits the deduction to an amount not in excess of the 
assessed value.

14. Investment of Deposits of Savings Banks in Real 
Estate Mortgages — Loans in Excess of Eighty Per cent 
of Assessed Value. — The disparity in many instances 
in the past between the values upon which savings bank 
loans appear to have been made and assessed valuations 
indicates that an additional safeguard against excessive 
loans would be desirable as well as tend to exert a salu-
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tary influence toward a better reconciliation between 
values set for purposes of bank loans and values for tax 
purposes.

15. Corporations — Certificate of Condition — Auditor's 
Statement. — The law requires an auditor’s statement to 
accompany the certificate of condition of a corporation 
which has a capital stock of $100,000 or more. It has 
been the practice to consider that this requirement ob
tains only in the event the capital stock is issued, but in 
order to clear up any possibility of doubt, it is recom
mended that the statute be made express in this respect.

16. Corporations — Service of Process upon in Certain 
Cases. — In connection with the service of process upon 
domestic corporations through the Commissioner, a dupli
cate copy of the order should be supplied for retention 
by him, to the end that he may have a complete record 
of the action taken by him.
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