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The scope of the tax should be extended to include all assets of
thebusiness concern that are subject to depreciation allowance under the
national personal and corporation income taxes. The expanded base of the
tax, as recommended here, i1s a better measure of what the concern should

contribute, relative to others in the community, for the support of local
services.




The tax should be based on capital value instead of on annual rental value as at
present. We make this recommendation with some reluctance, bacause it is better to
maintain the accustomed methods of assessment of a tax, whenever possible. But in
this case there are two important advantages to be gained by the changes; and
making the change will not be as difficult a task as it would be ordinarily.

One advantage is linked with the recommendation we make below, that the tax be
extended to include all depreciable assets of business enterprises, that is,
machinery, vats, ovens, and so on, instead of being restricted to land and




buildings. Such assets cannot well be included in the tax rolls on an annual
rental basis. If they were valued on a capital basis and the land and buildings
were continued on a rental basis, it would be necessary to distinguish between
structures that are buildings (real estate) and those that are not-between

“ immovables” and “ movables” . This is often a difficult distinction to draw,
and the difficulty is indeed one reason why we recommend including all depreciable
assetsin the tax base.

The other advantage is linked with the recommendation, given in Chapter 6, for
revaluation of business assets (depreciable assets and land). To avoid gross
overvaluation by taxpayers seeking to increase depreciation and decrease capital
gains under the income taxes, it is desirable that the tax system contain
automatic checks. One of these checks is obtained by requiring that the value set
for purposes of the land and house tax shall not be less than the value recognized
for revaluation under the income tax, minus subsequent depreciation. To obtain
this check, the land and house tax must be imposed on capital value, not on rental
value.







As a tax on commercial and industrial business establishments, it also has
notable virtues for local use. It obliges the owners of the business, or the
consumers of the product (if the tax is shifted forward in higher selling prices)
to help pay far the police, fire, and other protection that the business gets from
the locality. It is one of the surest ways in which the locality can reach the
kind of business that is owned by non-residents and sells its products to non-
residents.
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