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Corporations.

1. Dissolution. This recommendation is for a con-
tinuance of the practice whereby annually an act is
passed dissolving certain corporations. Many of the
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 from doing business. It
is respectfully requested that the corporations submitted
in the bill accompanying this be dissolved by an act
early in the session to be effective as of January 1, 1935.

2. Charitable and Similar Corporations. ■— The general
purpose of this proposal is to require reports from cor-
porations 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 activities, 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
is no record other than that of organization. There is
nothing to indicate 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 contemplated by the law’, and perhaps
receiving tax exemptions to which they are not properly
entitled. The proposal if enacted would tend to reduce
such abuses and to clear the records of defunct organiza-
tions.

3. Taxation of Deposits. This proposal provides a
semi-annual minimum tax of one-fortieth of one per cent
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of the average deposits of savings banks and savings
departments of trust companies. Where a savings bank
or savings department of a trust company has large in-
vestments in deductible items which absorb or greatly
reduce the deposits available for taxation it is felt that
the bank on the behalf of its depositors should contribute
at least this nominal amount on account of its deposits
for governmental protection and benefits. But few
banks will be affected, but the provision for a minimum
tax should be included in this as in all other tax laws.

4. Foreign. The proposal in part relates to the taxa-
tion of corporations engaged in Massachusetts exclusively
in interstate commerce. The case of Alpha Portland
Cement Company v. Commonwealth of Massachusetts,
268 U. S. 203, held that the present excise cannot con-
stitutionally be applied to such corporations. Unques-
tionably, a tax may constitutionally be imposed upon
the property, both tangible and intangible, of such cor-
porations so far as it has a situs in Massachusetts. It is
clear that a tax may be imposed upon the income of such
corporations earned within Massachusetts. This pro-
posal provides for the taxation of the property and
income. In order to avoid discrimination against this
type of corporation provision is made whereby such a
corporation may at its option be assessed under the pro-
visions of the excise applicable to other business corpora-
tions. The proposal also abolishes permanently the
dividend credit granted to a foreign corporation. While
the temporary law if made permanent would be sufficient,
the law which would be operative at the expiration of the
term of the temporary law is a provision which ignores
the whole theory of an excise tax and attempts to give
an illogical deduction to certain corporations because
stockholders thereof have paid a personal income tax.
It is a matter of record that no corresponding provision
exists in the tax laws of any other State in the Union.
The State of Oregon undertaking a similar provision
failed, as its courts held that law unconstitutional.
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Local Taxation.
5. Invalid Tax Titles. Under existing law where a

tax title is declared invalid by court decree a court order
is required before the treasurer of the city or town where
the land is located can make refund to the holder of the
tax title. This proposal makes it possible for the munici-
pal treasurer to make refund without such order upon
presentation of the release of the holder accompanied by
a copy of the decision of the court specifying the cause of
the invalidity of the tax title.

6. Vacancies. —ln boards of assessors a question has
recently arisen as to the right of the remaining members
to function in the event of a vacancy on the board, and
the possibility of a deadlock in connection with the filling
of such vacancy is not remote. It is obviously contrary
to public policy to have the work of the assessors tied up
even temporarily, and at certain times of the year the
consequences of such a tie-up might lead to very serious
if not disastrous results. The accompanying proposal
enables the remaining members to continue to carry on
the work of the board in case of failure to fill the vacancy.

7. Low-value Lands. Provision is made by existing
law permitting a certificate where land is taken as se-
curity for unpaid taxes of such low value as not to
warrant Land Court proceedings to be issued by the
Commissioner of Corporations and Taxation, which
when recorded furnishes the title that the community
holds. The statute further provides for a sale of these
lands of low value as so taken, and the certificate recorded,
but it would appear that any bid made would have to be
accepted, and as there is no provision for the rejection of
a ridiculously low bid, legislation is requested authoriz-
ing the municipal treasurers to reject inadequate bids
so as to protect the full right and title in interest of the
municipality.

8. Water Liens. It having been found difficult to
trace water liens when it was necessary for the com-
munity to sell to protect its rights so far as taxes and
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assessments were concerned it is felt that provision should
be made for commitment through the assessors of water
charges which have become a lien on the property, and
to make provision for adding to the annual tax bill in a
manner similar to betterment assessments the amounts
determined, and in connection therewith to make ade-
quate provision for crediting collectors with proportioned
betterment assessments with betterment assessments
which have been recommitted and with water charges
which have been recommitted.

9. Deceased Owners. The general law providing for
the taxing to the last owner of record, with a proviso
that real property of a deceased person can be assessed
in general terms to heirs or devisees, causes great con-
fusion, particularly in the collection of taxes and where
assessment is made without designating the heirs and
devisees by name and the collector is almost deprived of
every opportunity of making a proper sale "which will be
held legal. It is recommended that in cases where the
probate court for the county in which the land lies makes
available the necessary information as to the names of
the heirs and devisees for assessment this practice be
abolished.

10. Tax Titles. The existing law providing that
municipalities may determine how tax titles held should
be disposed of other than by redemption or foreclosure
under the statutory requirement causes considerable
confusion. It appearing that it is likely that tax titles
will be held by the municipalities for some years to come,
it would seem advisable to provide through legislation
for the treasurers themselves, subject to the approval of
the selectmen or mayor, as the case may be, to make
such disposition through assignment as will be the
greatest benefit to the community.

11. Sales. In the sale of property to protect liens
where assessments have been made not only for munici-
pal purposes but as well for district purposes, and to
insure the ultimate collection of water liens, difficulty is
had in priority of title or the disposition of funds upon
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sale. The proposal is to so define the word “taxes” as
to make clear and unmistakable upon the collector’s
sale where title shall rest, and the order of distribution
of money received upon sale by the municipality or
redemption.

12. Receiverships. The Federal court permitting in-
junctions running against collectors of taxes who proceed
to protect lien on property where taxes are uncollected,
raises the question of loss of lien after the expiration of the
period stated in the statute. It would appear that the
lien should exist, but there is an uncertainty as to the
Federal court in this connection. The proposal is to
have the lien extended for the benefit of the collector,
and through him to the municipality, until six months
or an indefinite period after the Federal receivership
has been completed.

Income Tax
13. Verification. Existing law which in many in-

stances might be construed to compel the Commissioner
to expose to the taxpayer the information that he has
received which indicated that the taxpayer had not made
a complete return of his taxable income operates to
hamper the work of the Commonwealth in investigation.
It would appear that to investigate tax returns it would
be advisable to give the taxing authority broad powers
and similar general authority which is given to the Fed-
eral Revenue Department in making examinations.
Under the existing law, which might be construed to
place the burden of ascertaining whether or not a tax-
payer has made an error upon the taxing authority before
an audit can be made, a premium is put upon careless-
ness and fraud. To allow a taxpayer to decide doubtful
questions in his favor and leave the investigating authority
handicapped is to lose taxes and encourage evasion. No
matter how honest a taxpayer may be, he is apt to make
mistakes. Experience shows that nearly 60 per cent of
the returns investigated show errors of omission or com-
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mission. If the Commissioner is to have any power of
investigation, he should be allowed full discretion.

14. Associations. Since dividends from Massachu-
setts corporations, from whatever source derived, are
now taxable, there is no good reason why dividends from
partnerships, associations and trusts with transferable
shares, which are in essence corporations in their method
of doing business, should not be taxed in the same way.
To accomplish this purpose permanent legislation should
be passed and the so-called “agreement” provision of
the existing statute abandoned.

15. Deductions. This proposal becomes necessary
because of a decision of the Supreme Judicial Court, and
provides for the elimination of the arbitrary deduction of
5 per cent of the assessed value less mortgages of stock
in trade and other tangible property, real and personal,
owned by persons taxed and used in a profession, employ-
ment, trade or business. This is an arbitrary deduction,
a parallel of which is not to be found in any other income
tax law in existence, and does not appear to have any
sound logical basis in economics. Its continuance in the
statute will not only indicate an unconstitutional provi-
sion, but also will prevent the flow of income which is
properly taxable under the theory of the Massachusetts
Income Tax Law.

16. Sales. Dividends paid in new stock of the com-
pany issuing the same and received in 1933, 1934 and
1935 are taxable (Acts of 1933, chapter 307, section 9).
When sold, the cost of such new stock is its value when
acquired, whether or not it has been taxed as a dividend
(Acts of 1934, chapter 363, section 1). This proposal
provides that if such new stock has been previously taxed
as a dividend to the seller he may, when he sells, use as
cost the value at which such stock was taxed, otherwise
the cost of such new stock shall be zero.




