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Department of Corporations and Taxation,
State House, Boston 33, Massachusetts, October 31, 1950.

To the GeneralCourt 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, 1950, as contains recommendations
or suggestions for legislative action, accompanied by
drafts of bills.

HENRY F. LONG.

Cllt Commontocaltl) of egassacftusnw

Commissioner of C orporations and Taxation.



[Jan.HOUSE No. 12.2

1. Reserve Fund of Towns. Under the present law, a
town may appropriate a sum not exceeding 5 per cent of
the tax levy of the previous year for extraordinary or un-
foreseen expenditures. Experience indicates that in many
instances this fund has proved inadequate. This often
results in the calling of special town meetings at addi-
tional expense, and at which there is far from full repre-
sentation on the part of the voters. It is believed that
it would be desirable to increase the authority of the
town to appropriate for such a fund from 5 per cent to
10 per cent.

2. Towns Appropriations at Special Meetings.
Special town meetings are frequently not well attended.
It is believed that appropriations at such meetings should
not be permitted unless the sentiment in favor of them is
strong.

3. District Boards Power of Appointment. Under
the provisions of section 4A of chapter 41 of the General
Laws, a town board may, if authorized by vote of the
town, appoint any member thereof to another town office
or position. This appears to be in the interest of effi-
ciency and economy for the town, and it is believed that
a similar authority should vest in district boards.

4. Appointment of Assistant Assessors. There is an
obvious inconsistency in the provisions of section 25A of
chapter 41 of the General Laws, as amended by chapter
151 of the Acts of 1950. The bill accompanying this

recommendation wall remove this inconsistency. As work
upon valuation of properties as of January first begins
as early as the previous October, it is desirable that the
terms of assistant assessors begin October first.

5. Removal of Tax Collectors. It is clear that the fi-
nances of a city or town may be jeopardized not only by
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misuse of funds already collected, but also by failure of
a tax collector to perform his duties in respect to the col-
lection of taxes. This proposal would make the provi-
sions of section 398 of chapter 41 of the General Laws
clearly applicable in the latter instance, there being
doubt as to whether the present law covers such a situa-
tion.

6. Municipal Debt. When debt is incurred by a city
or town under General Laws, chapter 44, section 7, it is
required that a certain amount be raised by taxation or
taken from available funds in the year in which the debt
is incurred. It is my opinion that the city or town should
be required at once to raise the amount by taxation irre-
spective of available funds.

7. Taxation of Property of Commonwealth. When
property of a city or town is used or occupied for other
than public purposes, provision is made for taxation
thereof to the lessee or occupant. It is recommended
that similar provisions be made applicable to property
of the Commonwealth.

8. Local Tax Property of Agricultural Societies. -

Under the present law the property of incorporated agri-
cultural societies is exempt from local taxation regardless
of the use it is put to. There seems no good reason why
the exemption should not be limited, as is the case with
incorporated horticultural societies, to property used for
their offices, libraries and exhibitions.

9. Income Tax Rate of Tax on Certain Classes of
Income. Under the present law business income and
annuities are taxed at I]U per cent, whereas interest and
dividends are taxed at 6 per cent. While there may be
some reason for contending that earned income should
be favored over so-called unearned income, there is little
or no justification for so wide a disparity in rates. Inter-
est and dividends stem from the original effort of some
one, and probably in many instances from the effort and
savings of the taxpayer himself. The raising of the very
low IYi per cent rate to 3 per cent would lessen this
disparity and work no injustice on any one.
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law when property received as a gift is sold, the basis of
the gain or loss is the value of the property when the gift
was made. This frees from taxation the increment of
profit in the hands of the donor and opens an avenue for
escape from taxation. This proposal is to make the basis
the cost to the donor.

11. Income Tax Gains overLosses from Purchases and
Sales of Intangibles. When shares of stock which were
the basis of a stock dividend, or when shares issued as a
stock dividend are sold, the basis of the gain or loss to a
donee should be the cost to the donor rather than the
value at the time of the gift. This proposal makes such
a provision. It also provides that when capital distribu-
tions have reduced a taxpayer’s cost to zero, sums sub-
sequently received as so-called capital distributions shall
be taxed at 3 per cent.

12. Income Tax Executors and Administrators
Executors and administrators, even though acting also
as trustees, should not be allowed the deductions, for ex-
penses for safe deposit boxes and bonds. Other execu-
tors and administrators are not allowed these deductions
nor are individuals.

13. Income Tax Verification Destruction of Re-
turns. By chapter 698 of the Acts of 1949, the Legisla-

ted the time from two to three years within
he Commissioner might assess an additional in-
i’X. The period for verification and for preserva-

rrns should be com

l axes. At the present tune,

10. Income Tax Gain or Loss. Under the present

personal income taxes and business corporation taxes are
due in two installments. Making the entire tax due at
the time the return is required to lie filed would greatlynit; Lime int ietui 11 is lequneu it) ue 11

simplify the administration and reduc expense of
administration. It is also believed that the tax on cer-
tain corporations engaged in thetain corporations engaged in tne sale of alcoholic bever-
ages might well be advanced to the time when the return
is required to be filed.

15. Income Tax Definition of “Received.” —gy rea _
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son of withholding taxes of other states or countries,
there may he question as to whether income so withheld
may be taxed under the Massachusetts law. The inclu-
sion of this income should be made clear.

16. National Bank and Trust Company Tax. The
rate of tax upon the income of national banks is limited
by act of Congress. Massachusetts, however, has gone
further than Congress requires, and has provided a
further limitation that this tax shall not exceed 6 per
cent. Although chapter 674 of the Acts of 1949 increases
this temporarily to 8 per cent it is recommended that
this change be incorporated in the permanent law. If
Congress amends section 5219 to permit a minimum tax
based on dividends declared, it is suggested that Massa-
chusetts should be in a position to avail itself of this
change.

17. Taxation of Savings Banks and Certain Other Banks.
By reason of change in the nature of the holdings of

savings banks, the savings bank excise has dropped from
a substantial tax yield to one that is comparatively negli-
gible. It is accordingly believed that this tax revenue
should be somewhat increased from savings banks, and
that co-operative banks, credit unions and federal sav-
ings and loan associations should pay a small excise,
thereby placing them more nearly on a parity with sav-
ings banks with which the}' are to some extent in compe-
tition.

18. Taxation of Insurance Companies Clarifying
Change. —ln the case of domestic corporations, pre-
miums should be excluded from taxation only when on
policies written or renewed on property or interests in
States or countries where an insurance excise is actually
paid. Although the term “tax” as appearing in the
present law might be construed as here used to mean
only an insurance excise, the meaning of the term has
been questioned.

19. Inheritance Tax Due Date. The incidence of
the inheritance tax is the death of the decedent, and yet
the due date under the present law is made dependent
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upon the date of the giving of bond by the administrator
or executor. This may be long deferred, especially in
case of contest. It is my opinion that greater fairness
would be achieved by making the tax uniformly due one
year from the date of death.

20. Corporate Name —Use of Certain Words. —By
chapter 327 of the Acts of 1938 corporations were for-
bidden to use as part of the corporate name the words
"Commonwealth,” “State” or “United States,” but the
act provided that it should not apply to corporations
which had theretofore adopted the words as part of the
corporate name. This gives an unfair advantage to cer-
tain corporations. It is not believed that a person of
ordinary prudence will be misled by the use of these
words in a corporate name.

21. Voluntary Associations Reports. Associations
and trusts with transferable shares, and subject to the
provisions of chapter 182 of the General Laws, are re-
quired to file with the Commissioner a copy of the decla-
ration of trust, but thereafter no annual report is required
as is the case with corporations, although these associa-
tions have many of the attributes of a corporation. It is
possible to give the public little or no information as to
the continued existence or condition of these associations.
It would be to the public advantage to require annual
reports.

22. Declaratory Procedure Interference with Collection
of Public Revenues. The provisions of chapter 231A
relating to declaratory judgments have recently been
invoked to prevent the collection of taxes. This poses a
serious threat to public finance. By raising question as
to the constitutionality of a single tax law, as the corpo-
ration tax law, for example, the collection of millions of
dollars may be indefinitely delayed and revenues relied
upon to balance budgets so affected as to precipitate a
crisis in public finance. It is recommended that the
Legislature make clear that this type of procedure shall
not be used to disrupt systems of public finance.

23. Excise on Deeds, Instruments and Writinqs A
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substantial amount of revenue is derived from the excise
on transfers of stock at very little expense of administra-
tion. A somewhat similar excise in respect to deeds and
the like could likewise be administered at low cost, pro-
duce considerable revenue, and impose no undue hard-
ship upon the taxpayer.




