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Hon. Nathan A. Tufts, Chairman, Committee on Taxation.
Dear Sir;
I beg to hand you herewith memoranda relating to the operation of the tax laws concerning certain classes
of corporations. These memoranda are prepared for the Committee on Taxation as per your request of some weeks ago.

Respectfully yours,

WILLIAM D. T. TREFRY,
Tax Commissioner.
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THE OPERATION OF THE TAX LAWS CONCERNING
CERTAIN CLASSES OF CORPORATIONS.
Memoranda

by the Tax Commissioner
for
Committee on Taxation, May, 1916.

prepared

tive

the Legisla-

The franchise tax had no place in the early tax system of
Massachusetts. Up to 1864 the only tax upon domestic corporations was the general property tax on real estate and
machinery, assessed in the town where the property was
located.
The personal property, the value of which was found by
deducting the value of the real estate and machinery from the
market value of the shares, was assessed to the shareholders
where they resided, provided they were residents of the Commonwealth, and provided they were known to the assessors,
for in those days as in these assessors were not clairvoyant.
It is obvious, therefore, that much property escaped taxation.
The Legislature attempted to reach the property of non-residents, by passing St. 1863, chapter 236, which was later declared to be unconstitutional. But the following year, by St.
1864, chapter 208, a new system of taxation was devised,
namely, the system of the franchise tax.
Under the new law the real estate and machinery were still
assessed to the corporation where the property was situated,
but there was no tax on personal property as such, nor were
the shareholders assessed for their shares. Instead there was a

franchise tax upon the corporation, based upon the market
value of its shares with a deduction for real estate and machinery, locally assessed.
This system continued essentially the same down to 1902,
when the widespread demand of business corporations for a
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less stringent law induced the Legislature of that year to
empower the Governor to appoint a commission to investigate
this situation together with other corporate matters. Three
men of eminence were appointed.
After an exhaustive study of the whole subject they reported to the next Legislature. They stated that they found
substantial agreement in the conclusion that the existing law
governing the taxation of corporations was so burdensome
upon certain classes of manufacturing and trading corporations
that in many cases they were compelled to organize under the
laws of other States. And they provided relief for those
corporations whose property was partly within and partly
without‘the Commonwealth, for those whose property was
exclusively without the Commonwealth, and for corporations
holding securities upon which a natural person resident would
not be liable to taxation.
The commission, however, did not change the general theory
of the existing law by granting additional deductions from the
value of the franchise and declared that it deemed it unwise
to propose any change in the machinery of the existing law.
The legislative committee on taxation of 1903, to whom was
referred the report of the commission, reported the proposed
bill, but in the section relating to the franchise tax they inserted a clause as follows:
The said tax upon the value of
the corporate franchise, after making the deductions provided
for in section seventy-two, shall not exceed a tax levied at the
rate aforesaid upon an amount, less said deductions, twenty
per centum in excess of the value, as found by the tax commissioner, of the real estate, machinery, merchandise, and
securities which, if owned by a natural person resident on this
commonwealth, would be liable to taxation.” With this section included, the bill was enacted as St. 1903, chapter 437,
known as the “Business Corporation Law.”
By its introduction of the ownership of tangible property as
one basis for the computation of corporate taxes, the new law
deviated from the theory of taxation of a corporation on the
fair market value of its shares of stock, and also complicated
the machinery of the existing law. Moreover, the relief deemed
adequate by the special investigating commission was much
extended by the legislative committee.
“

4

OPERATION OF TAX LAWS.

[May,

In Boston Railroad Holding Company v. Commonwealth
215 Mass. 493, the court says:
The twenty per cent, is purely arbitrary, like the minimum rate, and
no doubt was adopted by the Legislature because when added to the
value of the works, structures, real estate, machinery, etc., and merchandise and of securities liable to taxation, the amount so determined
was deemed by them to be a reasonable compromise for the purpose of
taxation in regard to the value of the franchise of domestic business
corporations.

I believe the Legislature little realized how extensive would
be the application of the added clause and how- far it would
go to subvert justice.
If, as the court has said, this clause wras adopted by the
Legislature and deemed by them to be a reasonable compromise with regard to the value of the franchise, subsequent
assessments have proven that instead of being a reasonable
compromise it is a most unjust discrimination in favor of onethird of the corporations to the disadvantage of the two-thirds
and the injustice is accentuated by the fact that recipients of
this unwarranted exemption are in most cases corporations
securely established and extremely prosperous. (See page 18
of the Tax Commissioner’s report for 1915, and also page 24
et seq. of the report of the Special Commission on Taxation.)
The use of the market value is well set forth in the followring extract from Commonwealth v. Hamilton, 12 Allen, 298;
The market value of the shares of a corporation or the aggregate market
value of all the shares, by which we understand the cash price for which
the shares will sell in the market, does not necessarily indicate the actual
value or amount of property which a corporation may own. The price
for which all the shares would sell may greatly exceed the aggregate of
Undoubtedly
the corporate property, or it may fall very far short of it.
considerais
one
of
the
belonging
to
a
property
corporation
of
the amount
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solely
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potentiality of a corporation, on its capacity to avail itself profitably of
its franchise, and on the mode in which it uses its privileges as a corporate
body, which materially influences and often controls its market value.
Nor are we able to see any reason why the aggregate market value
of all the shares of a corporation, representing as it does the estimate
put, not merely on the property of the corporation, but also on the rights,
privileges, capacities and present and prospective results of the corporate
in other words, on its franchise is not a
organization and business
legitimate and just method of arriving at a basis on which to calculate
an excise or tax. Inasmuch as the market value of the shares is generally
a sure indication of the value of all that appertains to or belongs to the
corporation, corporeal and incorporeal, the aggregate market value of all
the shares of stock affords a reasonable and equitable mode of measuring
the value of the franchise.
Now consider some instances of the application of the
“reasonable compromise” as a substitute basis.
Here is a table showing cases where corporations having an
identical franchise value are differently taxed, the one on the
full market value, the other under the maximum provision.
Note the striking difference in taxes paid, in spite of the fact
that the corporate rights and privileges are the same.
rnno L;

Value
Value -

cn

Tax on Full
Valued

Capital Stock.

Taxi
Maxi
Prov

There are many cases where tangible property is a large and
indispensable part of the assets of the corporation.
From the mercantile corporations I have selected eleven
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department stores, all engaged in the same general line of business and situated in the city of Boston. Eight of the companies
are taxed on the full value of the corporate franchise, while
three are taxed under the maximum provision of the statute or
on 120 per cent, of real estate, machinery, merchandise and
taxable securities. The aggregate value of the capital stock of
these corporations as of April 1, 1915, was $15,643,500, while
the amount upon which the taxes were actually assessed was
only $8,077,532, thus leaving untaxed the amount of $7,565,968,
which, it is apparent, was owned by the three stores whose taxes
were computed under the maximum provision. In plain words,
three stores were granted relief from taxes in the amount of
$140,348.70, while their eight competitors were compelled to
pay on every dollar of valuation.
The division of capital value and gross taxes, State and local,
is

as

follows:

Capital Value.

3 stores taxed under the

maxi)

8 stores taxed on franchis

on

Ta;

$11,610,000

$74,841 54

4,033,500

74,242 48

It will be noted that the three pay taxes at the rate of $6,446
each million of value, while the eight pay $18,400 for their

every million.
Does this condition of affairs impress any one that the
maximum clause is a reasonable compromise? Does it seem
equitable that four million of corporate value invested in a
business similar to one in which eleven million are invested
should pay almost an identical amount for the corporate
privilege simply because a less amount of the value is represented by tangible property?
Examine the following table of manufacturing corporation
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oi-trancmse.

Tax assessed.

Tax
assessable
without
20 Per Cent.
Limit.

32,191,982

53,205,057

840,661 26

850,453 80

1,078,974

5,211,922

20,014 96

96,681 15

1,395,981

2,167,598

25,895 44

40,208 94

818,236

3,097,206

15,178 64

57,453 17

E>

1,707,602

4,651,595

31,676 01

86,287 08

F.

2,680,271

4,865,777

49,719 02

90,260 16

G

850,828

1,593,459

15,782 85

29,558 66

H’

721,599

2,648,375

13,385 66

49,127 35

2,448,593

8,232,300

45,421 40

152,709 16

Valuation

Cokposations.

on which Tax

is assessed.

A,

B
C,
D,

B

I
■

a

p+ll

-i

Vnlno

4'

The above table shows that nine corporations of the 2,292
fortunate ones save $404,004.23 by the partial exemption they
obtain. The whole third saves $1,907,048.25. It is thus evident
that this tax which is not assessable because of the intervention
of the maximum clause is no trifling one. Is it a subsidy that
the Commonwealth wishes to give to corporations? If so, why
does it select but one-third of its children for its favors, and
that a most prosperous third? Can such an indulgence fail to
heighten their prosperity, and if this is the case, what can be
said of the justice and impartiality of the parent State?
If, as has been shown, the ownership of tangible property
fails as a fair basis upon which to predicate a franchise tax, how
much more unreasonable it is to apply such a system to corporations when the tangible property is a negligible part of their
assets. The assets of such companies consist of accounts
receivable and cash, together with the necessary office equipment. The following table will show what happens in these
cases:
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Corporations.
TI-

Valuation

on which Tax
is assessed.
IS

A

i

ctua Value

01

*

rancmse -

„

Tax assessed.
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assessabl
without

20 Per Cei
Limit

A,

D,

;366

810,000

SlO 00

120

10,000

10 00

600

10,655

11 13

197 6

102

15,000

15 00

SlB5

o!

ISS 5'

240

19,480

19 48

278 2
361 3

654

22,500

22 50

417 3

120

50,000

50 00

927 5

Here again we see the tax in each case is markedly reduced,
and this is naturally so when the franchise tax, the tax on the
privilege of doing business as a corporation, is computed on
120 per cent, of the value of a desk and typewriter, etc.
Many times corporations, by skillful manipulation of assets,
deliberately plan to bring their tax under the 20 per cent,
clause. It is good business, is it not, to thus save thousands
of dollars for themselves? It certainly is not illegal for them
to avail themselves of the alternative which the law offers.
Let us now consider the tax situation of the Boston Railroad
Holding Company before and after the decision of the Supreme
Judicial Court (215 Mass. 493), namely, the years 1912 and

The whole value of the franchise was found to be $28,804,958.
of the Boston
From this amount there was deducted the value
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Maine stock owned by the corporation in the amount of
$22,909,346. The balance of $5,895,612, assessed at the State
rate of $17.97 per thousand, yielded a tax of $105,944.14.
The maximum did not apply in this case, since the corporation owned no property (real estate, machinery, merchandise,
taxable securities) upon which the 20 per cent, could be predicated, and the minimum did not apply since the tax as assessed
was in excess of one-tenth of one per cent, of the value of the
&

franchise.
The computation of the tax as outlined above was held to be
correct (215 Mass. 497). The next year the following computation obtained;
1913.
Franchise Value.
§26,621,446

16,227,735 securities.
§10,394,095 corporate excess.

Maximum Limit.

Minimum Clause.

Real estate, none.

One-tenohof one percent.of the
value of the franchise.

Machinery, none.

Merchandise, none.
Taxable securities,
Total,

.

20 per cent.

.

§922
§922

....

.

.

§26,621 44 tax.

184

§1,106
(Not applicable.,)

§16,227,351 securities.

When we take the franchise value $26,621,446 and deduct
the non-taxable securities, $16,227,735, we find the corporate
excess to be $10,394,095 or almost double that of the preceding
year. Have the taxes doubled, becoming over $200,000? On
examination, we find that in 1913 they are $26,621.44, a
decrease of $79,322.70 from the preceding year, or of over
$179,000 from what one might at first sight have expected.
Why this decrease? Because the company this year had purchased one taxable bond worth $922, truly a valuable asset for
them; for now the tax is to be figured under the maximum, so
that we take $1,106, which is 120 per cent, of the value of the
bond, and deduct the sixteen million or so of taxable securities,
and having nothing left to tax, the tax would be zero if the law
did not demand at least a minimum tax of one-tenth of 1 per
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cent, of the franchise

value. This amounts to $26,621.44.
The company did not contest this assessment.
In this case we get a suggestion also of the part non-taxable
securities may play in the taxation of a corporation under the
maximum. There was over $16,000,000 in the tax exempt securities to deduct from $1,106. Of course in this case, after the
purchase of the bond had brought the tax under the maximum
only the minimum tax could have been assessed anyway. But
here is another illustration which shows how a substantial tax
may be obliterated by such ownership.
In 1902, we had two manufacturing corporations, both
extremely prosperous,- located in the same city and both owned
by the same individual. They were taxed as follows:

Value of

Franchise.

§1,800,000

Real Estate
and
Machinery
dediK

§983,800

State Ta:

§l3,

3,10(

In 1904, after the passage of chapter 437, Acts of 1903, they
were taxed as follows:
1904.
Real Estate
,

alue
of
i ■
Franchise.
\

Corporatioi

•

r

and
Machinery
an( j jsjon
taxable

_

aim

State Tax,

tie

ducted

A,
4,3

i

B,

There is nothing to cause comment in the case of corporation
largely increased
B, since extensive additions to the property
our
the local assessment. But after the passage of chapter 437
individual turned over to corporation A his holdings m corporacorporation A
tion B to the amount of $2,000,000. The tax on
120
per cent, of
fell under the maximum this year and after
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the tangible property has been computed, the $2,000,000 of
non-taxables added to the local assessment more than equalled
the taxable value. Consequently, whereas corporation A had
paid $13,206.11 in 1902, it paid nothing in 1904, as the local
tax exceeded the required minimum. And it may be said in
this connection that neither of these corporations paid any
State tax in 1915.
In taxing a corporation on its full franchise value ail of its
property is considered, and in making the statutory deductions
(real estate and machinery locally taxed, property located outside the Commonwealth and subject to taxation where situated
and non-taxable securities) we are only subtracting items all
of which have entered into and influenced the franchise value.
In taxing corporations under the maximum, however, the items
considered are real estate, machinery, merchandise and taxable
securities, with the addition of 20 per cent., and we still
give the aforesaid deductions. Here we are deducting the
value of non-taxable securities from the value of property
when as a matter of fact they have
under the maximum,
never been included in determining the maximum. Thus tire
corporation is really receiving a double deduction, getting it
Herein lies further
“going and coming” as the saying is.
evidence of discrimination in favor of corporations taxed under
the maximum.
It is, as well, a condition of affairs that may be made the
most of by far-seeing corporations. It is easy to understand
why certain large and prosperous corporations are the owners of
tax exempt securities on April 1 of each year. And it is also
plain why wealthy individuals or the heirs of an estate incorpo-

rate and in this way escape with nominal taxes.
We have shown something of the inequity resulting from the
20 per cent, clause and also the opportunity it extends to
vigilant corporations. But many of the corporations claim that
they could not afford to pay on the full value of the franchise
at the average rate. There is need, therefore, for a thorough
study of the subject to the end that a system may be devised
that will be impartial in its application but not so rigorous as to
impede business.
Among the deductions allowed a business corporation is “the
value of its property situated in another State or country and
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subject to taxation therein.” This clause is filled with perplexities. To be sure, by a recent decision, Bellows Falls Power Co.
v. Commonwealth, some light is thrown on the subject, but
some difficulties still obtain.
First.
Does “subject to taxation” mean subject to taxation
in the same manner that property would be taxed in this Commonwealth if owned by a foreign corporation, namely, a property tax? Can deductions be made in the cases where property
is used as a measure of the privilege of doing business in a
foreign jurisdiction such as in Pennsylvania and also in Canada?
Would property in England, the income of which is taxed, be
subject to deduction?
Second.
Is property to be deducted at its full value or at
its assessed value? If a corporation returns under oath that its
property in another State is worth $lOO,OOO and yet can show
but $lO,OOO worth of property assessed, what amount should be
deducted?
Third. ■ Does the statute require that every corporation
shall submit evidence that the property is actually assessed or
is it sufficient if it is shown that the property is liable to taxa—

tion?

This is a matter which ought to be investigated to the end
we shall have on the .statute books a clause clear in meaning and easy of administration.
Let me now bring to your attention a most iniquitous practice whereby a foreign corporation distributes its product
through a Massachusetts subsidiary and in consequence largely
escapes taxation. This subject was touched upon by the
Special Commission on Taxation at page 27 of its report.
There can be little doubt but what profit accrues to the foreign
parent directly or indirectly from the business activities of the
infant, and yet a perusal of the financial returns would lead one
to believe that bankruptcy was imminent. A close examinathe
tion of the assets and liabilities leads one to believe that
at
a
subsidiary
foreign corporation bills the merchandise to the
price so high that no profit on the resale can be shown. This is
borne out by the fact that the agents in this Commonwealth are
of
willing to swear that the debts are bona fide. The quantity
show
should
employed
business done as evidenced by the assets
a large franchise value, but see below:
that
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_

Liabilities.

Merchnn-

A,

S4OO

$83,568

$87,954

B,

1,000

378,098

377,261

$244,349

936,645

-

C,

1,000

1,518,918

1,508,918

D,

1.000

415,711

414,711

E,

5,000

259,629

256,161

216,480

F,

10,000

397,988

400,736

325,363

G

10,000

955,658

940,994

732,474

137,570

.

Tax paid.

$7 42

10 00
18 55
92 75
68 22

The aggregate amount of merchandise of these seven companies is $2,592,881 and the gross franchise tax is $196.94.
If this amount of merchandise had been owned directly by the
foreign corporations or by partnerships or individuals the local
tax would have been in the neighborhood of $50,000. This is a
situation that needs to be remedied. It undoubtedly raises the
question as to whether a Massachusetts corporation ought to be
required to pay a franchise tax upon a value at least equal to
the value of its merchandise. An adequate answer to that
question cannot be given except after careful and extended
investigation of the present condition of the incorporated industries of the State, and a comparison of the taxation of Massachusetts corporations with our taxation of foreign corporations,
individuals and partnerships.
Let us now turn our attention to two classes of public-service
corporations and see whether the franchise tax law works
here.
Trust companies are taxed on the value of the franchise as
denoted by the market value of the shares, and a deduction is
allowed for real estate subject to local taxation. But the term
real estate has been interpreted to include all mortgages on real
estate in this Commonwealth, up to the assessed value of the
same (137 Mass. 80). Therefore such mortgages are included
in the deduction. The following table will show some of the
results of this:
satisfactorily

—
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Half of the trust companies in the Commonwealth pay no
State tax. In all these as in the few examples above, the value
of the capital stock is entirely or in large measure exceeded by
the ownership of mortgages, which must have been purchased
largely from funds of depositors. If the value of mortgages
thus purchased is to be deducted from anything it ought to be
deducted from the value of the property which has been used
to purchase them, i.e., from the funds of the depositors and not
from the franchise value of the corporation. It cannot be
successfully maintained that any trust company of this Commonwealth which receives from the State the right to carry
on a business which in almost every case proves highly successful should be entirely free from the payment of taxes to
the sovereign. A fuller discussion of this subject will be found
on page 8 of the Tax Commissioner’s report of 1915.
Three methods are employed by the laws of Massachusett
in taxing insurance companies.
First.
Every life insurance company, whether foreign or
domestic, is taxed one-fourth of 1 per cent, upon the net value
of all policies in force, issued or assumed by such company and
held by residents of the Commonwealth.
A retaliatory clause in our law provides for a tax upon the
premiums of any foreign life company whose parent State taxes
a Massachusetts company on its premiums, at as high a rate.
Difficulty arose in applying this provision since Massachusetts
laws levy the tax on the basis of net value or reserve while
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the laws of other States, unless strictly reciprocal, levy the
tax on the basis of premium receipts. The Tax Commissioner
rules and the court decided (198 Mass. 469) that the law does
not thus provide for two taxes, one based upon reserve value
and one upon premium receipts. Only the larger of the two
possible taxes is accordingly collected.
Second.
Domestic fire, marine, realty title and other insurance companies (except life companies and companies taxed
on their capital stock) are taxed at the rate of 1 per cent, on
premiums received and on all assessments made on policy
holders, but premiums received in other States where they are
subject to a like tax are not so assessed.
Insurance companies of this class incorporated under the
laws of other States in this country are taxed at the rate of
2 per cent, upon premiums charged or received on contracts
made in this Commonwealth for the insurance of property or
interests herein. Under retaliatory provisions this rate may be
increased to the highest rate charged a Massachusetts company
doing business in the State in question.
All such companies organized under a foreign government are
taxed at the rate of 2 per cent, upon premiums charged on contracts made in this Commonwealth provided, as is the rule,
that such foreign company has on deposit in the United States
for the benefit of all policy holders residing in this country,
securities approved by the Insurance Commissioner to the
value of $200,000; in the absence of such security the rate of
taxation is 4 per cent.
Foreign accident, fidelity and guaranty companies are taxed
on premiums at the uniform rate of 2 per cent.
All companies taxed by this second method are allowed to
deduct from their gross premiums all unused balances on notes
taken for premiums on open policies, all sums paid for return
premiums on cancelled policies and sums paid, within certain
restrictions, for reinsurance, but dividends in scrip or otherwise in stock, mutual or mixed companies are not considered
to be return premiums, and these are not allowed as a deduction.
—

■

Third.

Domestic insurance companies organized with

cap-
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ital stock and mutual insurance companies with a guaranty
capital are taxed on the basis of the value of the capital stock
(i.e., the value of the corporate franchise), and the deductions
from this capital stock value are as follows: real estate in
Massachusetts at its assessed value; mortgages secured by
Massachusetts real estate; non-taxable securities, property
situated outside the Commonwealth are subject to taxation
where situated. In addition to this large group of deductions,
these companies also receive a refund from any tax which may
be assessed upon their corporate franchise in the amount of the
tax which may have been paid by any national bank on account of any shares of stock of such bank owned by such
insurance company.
The fact that it has been the custom, strongly encouraged
by insurance companies, to look upon the business of insurance
as almost semi-charitable probably explains, to some extent
at least, the very great deductions which have thus been
granted to Massachusetts stock insurance companies over
every other class of corporations. The result of these generous
deductions and offsets is that insurance companies with capital stock organized under our laws now pay a tax to Massachusetts ridiculously small in consideration of
1. The volume of their business.
2. The dividends paid to their stockholders
3. The amount of tax paid by computing domestic mutual
companies.

From the following classified tables it will be seen that the
eighteen domestic stock insurance companies having a franchise value of approximately $18,000,000 pay to Massachusetts
franchise taxes aggregating $11,646:
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Miscellaneous Compani
Admitted Franchise
Assets.
Value.

Company.

c

1151,722

Deductions.

SI

Tax acN|4“£ al cruing
to
Refund , Common-

v i"

den^
fPer3

Sl3(

d Ac
91/
A-

169,223

0

140/

Pi

Masonic P
;s Accide

M

Massachusetts

175

181

4,578,876

3,000,000

.

.

166,412

75,150

England Casualty,

.

2,176,852

1,100,000

Bonding,

Massachusetts Title,
New

234,830
.

Ridgely

4!

193,
1,242

P

2,669,297

3,448 75

2,6

111
1,138,081
,71'

,133

Sli

o4

I

M

Mutual:

Summary.
Admitted
Assets.

.8 Mass

2

Massachusetts

Compan

Franchi:
Value.
Value.
§18,081,870

811,646 11

Mutuals

Only one-sixth of these eighteen companies, by reason of
their recent entry into the field and unusual circumstances, pay
no dividend to stockholders or one of less than 5 per cent.; onesixth pay 7 per cent.; one-third, 10 per cent., and one company
the very generous dividend of 24 per cent. It is cleai that if
special discriminating deductions on behalf of this class of companies were granted in consideration of their altruistic chaiactei
nearly half a century ago when they were struggling into
existence, such a need seems to have passed.
The total franchise tax paid by these eighteen stock companies with admitted assets of $31,500,000 is in strong contrast
paid by 42 Massachusetts Mutual comto

the tax of $63,315
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panies having aggregate admitted assets of barely $18,000,000.
A glance at the tables given will show without further comment
the glaring discriminations appearing in this third class.
Comparing the different kinds of taxation for different kinds
of insurance companies one must conclude that we are very far
from having any uniform system. In some cases the net value
of the policy is the basis of taxation; in other cases the premium
received; and in still other cases the capital stock. Nowhere is
the inequality more strikingly shown than in a comparison of
the taxation of mutual companies both domestic and foreign
with that of foreign stock companies. This arises from the
practice of the mutual companies after the actual cost of insurance for a given period has been determined, to return to the
insured any excess premium it has collected from him. In the
meantime the tax has been assessed upon the large initial
premium deposit rather than upon the real premium retained
to cover the actual cost of insurance. The result of this is that
our own domestic mutual companies are more heavily taxed
than are foreign non-mutual companies doing business here.
One-year Policy
Mutual

Company.

Premium.

lO,OOO.

$

;

Tax.

Domestic:
Premium deposit, 575 (of which
-92 percent., or practically $7O,
is returned to policy holder).
•

At 1

cent,

per

equals

$0.75.

Foreign;

Premium deposit, $75 (92
cent, returnable),

of

per

At 2 per

cent,

equals

$1.50.

Stock

Company.

Premium.

Tax.

Domestic:
No tax on premiums. Franchise tax very probably
wiped out by excessive deductions.
Foreign;

From $7 to $lO (say

$10).

At 2 per

cent,

equals

50.20.

The mutual companies doing business in this State, both
foreign and domestic, have repeatedly expressed their willingness to pay a tax as great as that exacted from their stock
competitors for the same franchise but very justly protest at
such an inequality of our statute as is outlined above.
These various methods for taxing insurance companies and
the various inequalities and injustices which they produce have
been the result of a series of developments and laws. The
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whole subject of the taxation of insurance companies has not
been under review in this Commonwealth for many years, if
ever. Meanwhile, the business of insurance has undergone the
greatest development. Certain forms of insurance have come
into existence which were undreamed of when our present laws
were framed. The need of placing the taxation of insurance
companies upon a uniform basis at practical and equitable
rates is insistent.

The classifications made and the facts set forth in this partial
review of the various laws taxing different classes of corporations have presumably made it clear that we are very far from
uniformity and that there are many injustices and inequalities
in our taxation of corporations. It is not properly within the
scope of this study to suggest the extent to which uniformity
may be possible or the character of the changes in laws which
should be made. Nevertheless, the fact of as much inequality
and unwarranted discrimination as here appears makes it quite
clear that the whole subject is worthy of careful and early
examination and study.

