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Department of Corporations and Taxation
State House, Boston, December 5, 1923.

To the General Court of The Commonwealth 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 sub-
mitted herewith such parts of the annual report of the Commissioner of Corpora-
tions and Taxation as contains recommendations or suggestions for legislative
action.

Respectfully yours,

HENRY F. LONG,
Commissioner.

RECOMMENDATIONS FOR LEGISLATIVE ACTION.

As to Corporations.

Dissolution.
1. As many corporations have ceased to function, apparently have no officers,

and have failed to file certificates of condition or tax returns, it is requested that
such of these as will be submittedbe dissolved. Other corporations having satisfied
all requirements and desiring to be dissolved will also be submitted for dissolution.

As to Municipal Finance.

Verification of Cash Balances by Auditor
2. During the past year the Division of Accounts of this Department has dis-

covered in several eases, where municipal audits were made, that discrepancies
appeared in the accounts of those local officials charged with the handling of funds.
It would appear that in most cases this situation could have been avoided if the
town official whose duty it is to examine the town accounts had verified what
seemed to be the cash balance. In order to correct this situation a bill is filed to
make it the duty of the auditor to actually verify the cash balance as shown by
the books of record.

Surety Bonds

Clic ConimonUiCiiliti o( COassiichusctte.

3. It has been found in a great many cases that the bonds of the local officials
having the disbursement of money are very frequently personal bonds and of
doubtful value. The Commissioner of Corporations and Taxation has the approval
of the form of bond required of the tax collectors. It has been the practice to
have these in the form usually given by the surety companies and a new bond
given each year. It would seem that it is highly desirable that all bonds of public
officials required by statute should be surety company bonds and not personal
bonds, and that a new bond be given each year covering the faithful performance
of duty as well as for the proper accounting of cash that might come into their
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possession. The expense of course should be borne by the party to whom thebond is payable. It is the practice of the Commonwealth to have surety companybonds, and it is therefore proper that the counties and the local communities havethe same security in the bonds required. It has been frequently found that wherethe bonds were personal ones, the community had difficulty in collecting on themor that local sympathy prevented the communities from proceeding against thosewho had pledged themselves on the personal bond of an untrustworthy local official.

Accounts Receivable.
4. In the examination of municipal accounts it has been discovered that a greatdeal of money is lost to the municipality by virtue of departmental bills that have

been uncollected. Many departments of local government perform services forwhich a charge is made but no provision is made to follow up the collection ofthese charges. In some'communities large sums, representing charges that have
for a long timebeen in the category of uncollectibles, are set up as accounts receivable
against which money is borrowed. It is suggested that legislation be passed so
that a municipality may vote that the collector of taxes may also be the town or
city collector for all accounts due the city or town, and that the various depart-
ments in issuing these bills also issue a warrant to the tax collector for their collec-
tion. This would tend to provide thousands of dollars for tax reduction purposes,
that are now lost to the city or town by failure to collect.

As to Local Taxation.

Release of Tax Titles,
5. There is a great deal of uncertainty as to who are the proper officials to sign

the release of tax titles or tax liens on behalf of a city or town. It would seem in
the interest of uniformity that in towns the release should be given upon redemption
by the board of selectmen and the town clerk, and in the case of cities by the mayor
and the city clerk who are the directing officers and the custodians of the seals,
respectively 7. Such legislation is recommended.

Petition for Redemption.
6. In the redemption of land there appears to be a conflict between section 76

of Chapter 60 of the General Laws and section 40 of Chapter 486 of the Acts of
1921. The provisions of the General Laws, together with the equity jurisdiction
lodged in the land court by Chapter 60, seem to provide complete equitable remedies
with respect to tax titles based on tax collectors’ deeds of a date subsequent to
July 1, 1915. With respect to titles based on deeds of prior dates it would seem
that the adoption of the General Laws cut off the provision for equitable relief,
and for that reason probably the General Court of 1921 re-enacted the old law.
Inasmuch as the six years time limitation has run with respect to tax titles based
on deeds of date prior to July 1, 1915, and the old law is no longer operative it
would appear to be in conflict with section 76 of Chapter 60 and the repeal of
Section 40 of Chapter 486 of the Acts of 1921 highly desirable.

Exemption of Widows, Single Women and Other.
7. The inclusion in section five of Chapter fifty-nine of the General Laws of

many forms of exemption which did not appear in section five of part one of Chapter
490, Acts of 1909, opens the exemption provided in the seventeenth clause to
many of abundant means. This was probably 7 not the intention of the legislature
and should be corrected.
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deduction, it would seem that the simplest way of eliminating every question asto deductions would be by broadening the provision as to Federal returns and
make their use applicable to the entire chapter.

Distributi
14. Some little difficulty has arisen in administrating the distribution measure

provided in Chapter 70 of the General Laws in that it does not properly join with
the other distribution measures. It is therefore suggested that the General Laws
be amended so that the entire distribution will go on one warrant. Inasmuch as
the local boards of assessors are obliged to use the total amount distributed to
their municipality in reducing the amount to be raised by taxation, it is highly de-
sirable that the information be in their possession as near July first of each year
as is possible, so that they may not be delayed in setting the tax rate. The 1923
information was defined because of inability to reach chairmen of school com-
mittees. It would seem that the matter could be well handled by the Superin-
tendent of the School Districts in certifying the figures, and that he be relieved of
the necessity of obtaining the signature of the chairman of the School Committee.

Sale of Lease
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Corporation

Consolidated Returns.
17 Chapter 254 of 1923 was evidently enacted with the thought of allowing the

consolidation of returns as to assets and liabilities on the theory that it would
relieve corporations of making out several tax returns. On that theory this De-
partment raised no objection to the passing of the bill. The statute has, however,
resulted in the corporations affected making out more returns, in their effort to
discover which method of taxation would result in the least tax. There is also
some doubt as to the legality of the act itself. Its continued operation will seriously
•iffect revenue It would seem, therefore, highly desirable, rather than to leave
to a taxpayer the right of selecting whichever tax may be the less burdensome to
repeal that chapter altogether, and it is so recommended.

Relative to Taxatio

As to Business
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Allocation of Interest and Corporate Exc

18. Some difficulty lias arisen as to the allocation of interest, in the computation
of a tax on a foreign corporation. It would appear that to allocate any portion of
interest received by a foreign corporation from sources outside Massachusetts
might make the law unconstitutional. It therefore seems advisable to recommend
that the Legislature amend the section by striking out the words which appear to
raise this doubt

Difficulty is faced in computing the tax as to what can be considered “corporate
excess” employed within the Commonwealth. It is clear that the statute as drawn
goes beyond the purpose as set forth in the theory of the deductions, and deducts
a greater amount than the deductible element has enhanced the value of the shares
of stock from which the deduction is made. It is therefore recommended that
this be clarified

Distribution.
19. Because of the change in the method of distribution of business corporation

taxes, the existing provisions previously applicable became unnecessary and inapt
as applied to the distribution of such taxes. An amendment is proposed which is
intended to dispose of this imperfection. Under the present law it seems probable
that the Commissioner of Corporations and Taxation has authority to make partial
distributions of business corporation taxes prior to the end of the fiscal year, but
to clarify it, an amendment is offered so as to remove any doubt.

As to Franchise Taxes.
Mortgage Deductions.

20. Some confusion has arisen as to the interpretation of the words providing
for mortgage deductions, and it is suggested that the part of the mortgages not
allowed in computing the tax on savings department deposits could be applied to
franchise tax assessment. This was apparently not the intent of the Legislature,
and it would seem highly desirable that the statute be clarified

Collateral Mortgages.

21. The court has recently held that collateral mort a deduction from
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As to Inheritance T
United Estate

22. Recent opinions of the Supreme Judicial Court have raised some doubt as
to whether all gifts which may be subject to inheritance tax should, for the purpose
of the assessment, be united with legacies under the will of the donor. To preclude
the possibility of defeating the operation of the inheritance tax statute by making
several gifts at different times, it is recommended that the enactment of an amend-
ment be granted providing that all gifts and legacies from one decedent to the
same beneficiary be united and taxed as a single inheritance or gift.




