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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 by section
43 of chapter 362 of the Acts of 1923, there is submitted
herewith such part of the annual report of the Com-
missioner of Corporations and Taxation (Pub. Doc. No.
16) as contains recommendations or suggestions for leg-
islative action, accompanied by drafts of bills.

HENRY F. LONG,

Ctje Commontoealtt) of 9@assac!iusetts

Commissioner of Corporations and Taxation.
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Inasmuch as the General Court, by passage of chap-
ter 30 of the Resolves of 1931, provided for the contin-
uance of a special commission sitting to consider the
laws of Massachusetts relating to taxes which is a con-
tinuation of various special commissions first created by
chapters 44 and 49 of the Resolves of 1927, and con-
tinued by chapters 31 of the Resolves of 1928, 37 of
1929, and 57 of 1930, with reports made by House No.
490 of 1928, House No. 1075 of 1929, House No. 900
of 1930, and House No. 200 of 1931, the recommenda-
tions for legislation are necessarily restricted. Several
matters of importance requiring legislation have de-
veloped, but it is expected that the report of the special
commission and the authority of the resolves creating
them will be sufficient warrant for major legislation, if
necessary, that will develop during hearings in respect
to the special tax commission’s report.

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
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
by the Supreme Judicial Court by action of the Attor-
ney General from doing business. It is requested that
such of these as will be submitted be dissolved. Cer-
tain other corporations which have satisfied all require-
ments, and have by a vote of the corporation expressed
their desire to be dissolved, are also submitted.

RECOMMENDATIONS.
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2. Capital. Domestic corporations under the law
may change par stock into an equal or greater number
of shares without par value. There appears to be no
good reason why they should not be allowed to change
into a lesser number, since they may accomplish this
in a roundabout way. The accompanying bill under-
takes to so amend section 41 of chapter 156 in order to
accomplish the purpose by merely striking out the words
“an equal or greater number ” and inserting in place
thereof the words “ any number ” wherever it ap-
pears in the section.

3. Net Income. The difficulties that Massachusetts
has experienced in respect to the taxing of business cor-
porations and banks by using the Federal tax return as
a basis for so much of the Massachusetts tax as is
measured by income have become still more complex.
Recent United States Supreme Court decisions indicate
that the States have broad authority with respect to the
inclusion of all kinds of income in order to measure an
excise, but by reason of deductions allowed by the Fed-
eral government, and under the present law impressed
on Massachusetts, the opportunity is not being availed
of. The substantial reduction in tax thus resulting
prompts the earnest request that the law be changed
to allow Massachusetts to have its own definition and
a wider base of income to tax. The bill which accom-
panies this petition seeks to change the definition of
net income so that Massachusetts will not be restricted
by the Federal return, but so worded as to permit the
Massachusetts return to be prepared readily from the
same figures used in the making of the Federal income
tax return.

4. Corporate Excess. —ln the administration of the
corporate excess tax annoyance not always avoidable has
been caused corporations and results have not been uni-
formly satisfactory, either to the taxpayer or the State.
It has been necessary in the administration of the law
to adopt formula; in order to compute the taxes of the
more than 25,000 corporations during the few summer
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months available for assessment, and because of this it
has not been possible always to arrive at a perfectly
just original assessment in every given case. The newly
created Board of Tax Appeals have considered a tax
appeal involving the corporate excess measure and have
rendered a decision which does not seem to point the
way to any method that can be satisfactorily employed
in future assessments. This situation prompts the peti-
tion to the Legislature to change the law so that future
troubles due to the corporate excess measure of the
excise upon corporations will be eliminated. The pro-
posal is to raise the rate on income and substitute for
the corporate excess measure a tax at a fiat rate on the
property subject to taxation in Massachusetts and not
locally taxed. This tax would apply, however, only in
the event the income measure did not produce an
equivalent amount. A minimum for every corporation
of $lO is also provided. Tests with numerous corpora-
tions indicate that this method will stabilize the yield
and make for greater uniformity and fairness than pos-
sible under the present law. The adoption of this
proposal should eliminate the principal cause of com-
plaint in respect to business corporations, and should
more fairly distribute the tax burden as between cor-
porations who now pay little or nothing for privileges
enjoyed, and others who pay comparatively excessive
amounts because of the way in which they are man-
aged. The adoption of this proposal also would sim-
plify the work of the preparation of the tax return and
make the law much more easy to administer. It would
undoubtedly remove the cause which in the past has
been irritating to many corporations, and would permit
greater equality than has been possible in respect to
corporations that have been unfairly benefited by the
existing law.

Income Tax.
5. Interest. —ln order to clarify the interest pro-

vision in respect to income tax assessments a slight cor-
rective change for administrative purposes is suggested
by amendment to the present law.
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Inheritance Taxation.
6. Joint Owners. The present inheritance tax law

is ambiguous in respect to the taxation of property pass-
ing because of the death of a joint owner. Where two
or more joint owners received their joint property by
will or gift from a third person, contributing nothing
themselves, it has been contended by executors that no
tax is due, although it is apparent that the decedent’s
interest passed at decedent’s death. The legislation
proposed makes these interests determinable. In an at-
tempt to reach fairness in taxing it is difficult to ascer-
tain the amount actually contributed by each party,
and the legislation requested will make for greater ac-
curacy in the computation of the tax. Under the pro-
posed amendment the tax that will be assessed will
probably not be increased or diminished to any ap-
preciable extent, but will be fairer to the taxpayer in
its application, and will be consistent with the interest
that passes.

Municipal.

7. Audits. Chapter 335 of the Acts of 1929, au-
thorizing investigations of municipalities by the Director
of Accounts, expires July 1, 1932, and as this temporary
measure has demonstrated its worth it is recommended
that it be made a permanent part of chapter 44 of the
General Laws.

8. Study. The town of Mashpee has not, at least
in recent years, had any outstanding success in munici-
pal government, and it is apparently impossible to get
proper adjustment for future municipal activities. Leg-
islation is respectfully requested that a commission be
appointed to study what should be done, or to provide
that the town may be annexed to the town of Fal-
mouth or to the town of Barnstable, so as to preserve
the ancient lines of Mashpee.

9. Textiles. The industrial depression has brought
undue taxation severity in some communities because
of the inequality in the matter of valuing the machinery
used in the conduct of business. Under existing law the
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valuation at which machinery, poles, wires and under-
ground conduits of telephone and telegraph companies
is to be locally assessed is that value as determined an-
nually by the Commissioner of Corporations and Tax-
ation. The accompanying bill proposes a similar
arrangement in respect to the valuing of machinery
used in the conduct of the textile industry. Such leg-
islation would bring uniformity in valuation in the
municipalities that have competing textile industries,
and the only inequality remaining would be that grow-
ing out of the variation of local tax rates which is
present in the existing law.

10. Districts. —ln the sale of real estate for taxes
against which there is a district tax, difficulty has been
had as to the sale where a tax title is given because it
is not clear in the present law that district taxes can
be added when the collector of taxes of a town sells the
town taxes for unpaid taxes. The proposal is to give
assessments in respect to districts the same weight as
town taxes.






