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Department of Corporations and Taxation
State House, Boston 33. November 6, 1951.

To the General Court of Massachusetts.

In compliance with the provisions of section 33 of chap-
ter 30 of the General Laws, as amended, there is submitted
herewith such part of the Report of the Commissioner of
Corporations and Taxation for the fiscal year ending June
30, 1951, as contains recommendations or suggestions for
legislative action, accompanied by drafts of bills.

HENRY F. LONG,

Cfie Commontoealtf) of e^assacinisetts

Commissioner of Corporations and Taxoiic
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1. Reivibursement for State-Owned Land. In the years
1950 and 1951 there was determined the amounts due to
cities and towns as reimbursement for state-owned lands
under sections 13 to 17, inclusive, of chapter 58 of the Gen-
eral Laws. These sums have not been fully paid, due to
inadequate appropriations. It is recommended that pro-
vision be made for the payment of the balances due.

2. 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.

3. Local Taxation Property of Certain Banks. In
view of the exceedingly favored position of savings banks,
co-operative banks and credit unions, in respect to excise
taxation, they may well be taxed upon their tangible per-
sonal property locally. Under the present law co-opera-
tive banks and credit unions pay no excise for the privilege
of doing business, and savings banks pay only a relatively
small excise.

4. Local Assessors and Assessment Work. —ln some
cities and towns the work of assessment suffers greatly,
both by reason of inadequate equipment for efficiency and
by reason of the fact that the assessors are so poorly paid
that they cannot afford to give the necessary time to do
good work. Some remedy should be found to keep the
quality of assessment at least up to a minimum standard.

5. Municipal Borrowing for Expert Appraisal. —By
chapter 521 of the Acts of 1950 cities and towns were au-
thorized to contract for expert appraisals of taxable real
estate. Such appraisals may involve considerable ex-
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pense, although limited by the statute as to the amount of
expenditure in any one year. It is believed it would be
advantageous to permit municipalities to borrow for this
purpose where such borrowing is approved by the emer-
gency finance board, and to permit payment of the amount
so borrowed to the contractor in the year the loan is
issued.

6. Appellate Tax Board. The Appellate Tax Board
now follows procedure substantially the same as a court.
In many respects it performs for the Commonwealth
functions similar to those performed by the Tax Court of
the United States for the federal government. It is rec-
ommended that its name be changed to the Tax Court of
Massachusetts, and the titles of its members changed to
chief judge and judges.

7. Income Tax Rate of Tax on Certain Classes of In-
come. Under the present law business income and an-
nuities are taxed at V/i 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. Interest
and dividends stem from the original effort of some one
and probably in many instances from the effort and sav-
ings of the taxpayer himself. The raising of the very low
\l/i per cent rate to 3 per cent would lessen this disparity
and work no injustice to any one.

8. Income Tax Gain or Loss. Under the present
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
is 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.

9. Income Tax Gains over Losses from Purchases and
Sales of Certain Intangibles and from Certain Distribu-
tions. 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
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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 distributions have reduced a
taxpayer’s cost to zero, sums subsequently received as so-
called capital distributions shall be taxed at 3 per cent.

10. Income Tax Executors and Administrators. Ex-
ecutors and administrators, even though acting also as
trustees, should not be allowed the deductions for expenses
for safe deposit boxes and bonds. Other executors and
administrators are not allowed these deductions nor are
individuals.

11. Income Tax Distribution of Capital. Under the
present law a corporation may capitalize its accumulated
earnings through a stock dividend, which is now untaxed,
and on subsequent liquidation escape taxation on the
distribution of these earnings altogether. This bill would
provide for at least a 3 per cent tax on the distribution of
these earnings at the time of liquidation.

12. Income Tax Gains from Takings by Eminent Do-
main. Provision for severe taxation of gains from tak-
ings by eminent domain where the property was acquired
by the taxpayer within a year prior to the taking was en-
acted in 1935. This provision has proved of no practical
value, and it is recommended that it be repealed.

13. Income Tax - Information at the Source. Under
the present law, employers are not obliged to report pay-
ments to employees unless in excess of 82,000 a year.
Where there may be change of employment during the
year, this does not give the Commissioner adequate in-
formation. It is believed the requirement to report should
apply to amounts in excess of $6OO a year. Provision
should also be made to require individuals, as well as
corporations and voluntary associations, to report inter-
est payments.

14. Due Date of Certain Taxes. Under the existing
provisions of the General Laws, apart from any tempo-
rary provision, personal income taxes and business corpo-
ration taxes are due in two instalments. Making the
entire tax due at the time the return is required to be filed
would greatly simplify administration. It is also believed
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that the tax on certain corporations engaged in the sale of
alcoholic beverages might well be advanced to the time
when the return is required to be filed.

15. Bank and Corporation Taxes Net Income. The
measure of the National Bank and Trust Company excise
and one of the measures of the business corporation excise
is ‘ ‘ net income. ” 1n defining ‘ ‘ net income ” the law adopts
with certain minor exceptions the deductions “allowable
by the federal revenue act applicable for said taxable
year. ” It is recommended that the Legislature provide its
own definition of deductions and not be constricted by
the action of another legislative body.

16. Domestic Insurance Company Excise. Under the
General Laws domestic insurance companies are required
to pay a premium excise at the rate of only 1 per cent upon
casualty business, whereas foreign companies are required
to pay at the rate of 2 per cent. It would seem only fair
that the rate for domestic companies be the same as for
foreign companies, and under acts temporarily in effect
such provision is made. Such provision should be made
permanent. Clarification of the law should also be made
in respect to the exclusion of premiums written in a State
or country taxing the company upon the doing of an in-
surance business.

17. Business Corporation Excise Penalties for De-
linquency or Fraud. In cases of delinquency in the filing
of a proper return or of filing a fraudulent return, the law
permits the Commissioner to double the tax measured by
net income. A corresponding provision should apply to
the corporate excess measure.

18. Excise on Charges for Meals. The present excise
applies to charges of $1 or more. It would impose no
real hardship to reduce this amount to 70 cents. Certain
administrative provisions of the law should also be changed.
All persons making charges for meals should be required
to register, make returns and keep records of such charges.
It should not be left to the taxpayer to determine what
are and what are not taxable charges.

19. Cigarette Excise Vending Machine Operator.
The law defining a “vending machine operator” should
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be clarified so as to remove any doubt as to whether the
term includes one who operates on his own premises as
well as one who operates on the premises of another.

20. Dissolution of Corporations Security for Payment
of Taxes. The Commonwealth should not lose taxes
for which a corporation may ultimately be found liable
by reason of the dissolution of the corporation. A pro-
vision to secure the Commonwealth is therefore recom-
mended.

21. Charitable and Similar Corporations. The gen-
eral purpose of this proposal is to require reports from
corporations, organized under chapter 180 of the General
Laws or under earlier laws or special acts for similar pur-
poses, 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 are no
records 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 law, and perhaps receiving tax ex-
emptions to which they are not entitled. The proposal,
if enacted, would tend to reduce such abuses and to clear
the record of defunct organizations.

22. Charitable Corporations engaged in Sale of Alco-
holic Beverages. A considerable number of so-called
charitable corporations or incorporated clubs appear to
have been organized or kept in existence for the primary
purpose of doing a liquor business for the benefit of one or
more individuals rather than for the purpose of engaging
in any bona fide charitable or civic activities. It is be-
lieved that some provision should be made to check this
growing abuse.

23. Old Age Assistance Head Tax. The expense for
old age assistance is constantly increasing. The portion
that must ultimately be borne by cities and towns adds to
the local property tax rates which are already high. It is
recommended that this expense be absorbed 4by a head tax.






