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1. Permanent fixing of Payment Date of Income
Tax to coincide with Date prescribed for
Filing Returns.

For 1951 and subsequent years, the income tax pay-
ments have been due by the date prescribed for filing the
return. For each year thereafter, it has been necessary
to enact temporary legislation to continue the practice
started in 1951. Enactment of temporary legislation is
onerous and burdensome. This would be obviated by
permanently fixing the payment date through amendment
of the General Laws.

2. Permanent Establishment of April 15 as the

Date for filing Income Tax Returns.
For the last two years the Legislature has adopted

temporary acts permitting the filing of individual income
tax returns as well as partnerships and fiduciaries by
April 15. Temporary legislation now in effect has ex-
tended the April 15 filing date through 1955. This is in
conformity with the practice followed in many other
States having individual income taxes. Since most tax-
payers other than those with income only from wages
and salaries are pressed for time in order to prepare their
federal returns by March 15, it is believed that the old
March 1 due date works an undue hardship and in order
to eliminate the necessity of passing temporary legislation
at succeeding sessions of the Legislature, it would be
advisable to have the April 15 filing date made permanent
in the General Laws.

3. Correction of Technical Imperfection in Pre-
sent Law Governing Corporate Mergers.

This is an error in the reference to section number in
the original bill. Obviously, the reference was intended
to be to section 46A, inasmuch as there is no section 45A.

4. Prompt Payment of Additional Taxes occasioned

This legislation is needed to speed up the collection of
additional corporation taxes occasioned by the change

Changes in Federal Income.
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in the taxable net income of the company previously
reported because of changes made by Federal examiners.

5. Providing for the Disposition of Abandoned
Property.

General Laws, chapter 200A, has been in effect since
August 18, 1950, and it has been made apparent that
there are certain loopholes therein which have prevented
the Commonwealth from collecting the moneys anti prop-
erty which the Legislature intended. The failure of this
law to collect the greatest amount possible is due to the
fact that there was inserted in the law by section 7C a
statute of limitations which has been raised as a defence
against claims of the Commonwealth for property held
by business corporations, insurance companies and cer-
tain types of property held by banks, thus largely nulli-
fying the effect of section 5 of the law. An additional
obstacle is the requirement of proof of residency within
Massachusetts of owners of abandoned property, a limi-
tation not required by similar laws in other States. There
are almost no penalty provisions in the existing law which
fact renders enforcement difficult. The present law re-
quires the payment of three per cent interest to claimants
which is more than the average savings bank pays and
more than other States pay on refunds to claimants.
There are also administrative provisions in the present
law, such as multiple advertising where only one in-
sertion should be necessary, which only serve to reduce
the amount ultimately refundable to claimants. There
are other shortcomings such as oversight to provide for
court action by an out-of-state resident claimant and
omission of provisions for appeal on denial of certain ex-
pense reimbursement.

6. Relating to Certain Unclaimed Property held
by Brokers.

The situation concerning abandoned property held by
brokers and dealers in securities in the Commonwealth is
fraught with legal and technical difficulties. Such brokers
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and dealers have in their possession, because they are the
record owners of securities which are in “street” form and
are in fact owned by others, amounts of money and se-
curities which they cannot turn over to the owners be-
cause they either do not know the owners or cannot lo-
cate them. The Commonwealth has been unable to get
this property turned over under chapter 200 A because
of these difficulties and unless there is a specific act to
provide for them under circumstances which would make
their capture possible, expensive litigation with a prob-
lematical outcome would have to be resorted to. A sister
State was obliged to enact legislation along the same
lines in order to get this type of property. The proposed
legislation submitted for enactment of new provisions is
required to take care of a situation not in keeping with the
legislative intent. The proposal has for its purpose the
obtaining of property for possible Massachusetts resident
claimants which might otherwise go to other States
wherein laws could irrevocably cut off the right of Massa-
chusetts claimants to recover it.

7. Relative to Excise on Deeds.
Chapter 64D of the General Laws has been in effect

since January 2, 1952, and the administration of it has
brought to light the need for certain changes. An im-
provement in the availability of the stamps through
which the excise is paid could be effected by requiring
the county commissioners to make available to the
registries of deeds an advance of enough to set up a re-
volving fund for the purchase of a supply of stamps
which the registries should be required to maintain for
sale to the public. In order to assure the full compliance
with the law and obtain the maximum revenue, registers
of deeds should be required to insist that the necessary
stamps be affixed to the deed before they will be required
to accept them for recording, and provisions should be
enacted to make a deed without the stamps affixed in-
admissible in evidence in any civil proceedings in our
courts. Certain further penalties should be inserted in
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the law as an aid in enforcing its provisions. A provision,
similar to that in the Taxation of Stock Transfers (chap-
ter 64, General Laws) limiting the right of resale of the
stamps should be enacted.

8. Relating to Disposal by Municipalities of

Real Estate acquired under Tax Titles.
The delay in disposing of tax title property keeps real

estate out of individual hands and therefore the oppor-
tunity to levy taxes against this real estate is lost. This
proposal if enacted allowing three years for holding and
restricting the holding to the test of actual need for pub-
lic purpose will correct this evil and restore this real
estate to the active tax rolls and will operate to the bene-
fit of every municipality.

9. Disabled Veterans’ Exemption

The granting of exemptions to veterans by legislative
enactment from local taxation operates to throw an un-
usual burden on the other taxpayers in many municipal-
ities. The burden is not one that should be borne by
the few; but the State as a whole, as was provided in the
bonus to veterans, should stand the loss of revenue, and
each city and town be reimbursed by the State for ex-
emptions granted to those who qualify as disabled vet-
erans.

10. Constitutional Provision for Classification
of Tangible Personal Property.

The tremendous burden which has fallen on real estate
not only because of lack of compliance on the part of
the assessors with the proportional clause of the Consti-
tution but because of the local high tax rates can be
alleviated to some extent by classification of tangible
personal property permitting it to be taxed at varying
rates. Classification became necessary in respect to in-
tangible personal property many years ago in the income
tax law. A constitutional provision applying to tangible
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personal property will accomplish some relief for real
estate similar to the relief which came as a result of the
44th Amendment to the Constitution. This constitu-
tional amendment if adopted will relieve some of the
burden of the real estate taxpayer.

11. Establishing Uniform Period in Local Taxa-
tion.

Uniformity in tax laws is highly desirable and this
proposal seeks to make a corrective change which would
provide a three months’ period to apply for abatement
in respect to local assessments occasioned through levying
of taxes on property omitted from the original tax roll
or in the event of a reassessment to correct an assessor’s
error. In all other cases the right of filing an application
and appeal is limited to three months.

12. Property of Agricultural Societies.
Under the present law the property incorporated as

agricultural societies is exempt from local taxation regard-
less of the use to which it is put. It is desirable that the
exemption should be limited to such property of these
societies as is used for their offices, libraries and exhibi-
tions and not to those portions of their property which
are dominantly used over the greater part of the year
for commercial uses and not related to their primary
purpose and which is in competition with taxable en-
terprises.

13. Municipal Borrowings for Expert Appraisals.

Cities and towns by statute are now authorized to
contract for expert appraisals of the valuation of property
within their municipalities. The present limitation under
the statute does not provide sufficient funds to permit
many municipalities to engage the services of qualified
experts. Provision should be made for borrowings which
permit payment to the contractor in the year in which
the loan is issued which would encourage communities
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who in many instances cannot under existing law engage
the services of such experts to enter into reappraisal con-
tracts which would be extremely beneficial to them.

14. Reserve Fund for Towns.
Section 23 of chapter 59 of the General Laws which

now restricts municipalities to the creation of a reserve
fund not in excess of 5 per cent of the current tax levy
has been found by experience to be inadequate. It is
highly desirable that every town be permitted to appro-
priate not in excess of 10 per cent for extraordinary and
unforeseen emergencies.

15. Clarification of Definition of Meals Tax.
Effective administration of the taxes on charges for

meals requires a clarification of the definitions of “tax-
payer” and “taxable charge” in the meals tax law.

16. Corporation Tax Frauds.

Difficulty developing in respect to fraudulent returns
discloses that the tax law is not sufficiently sweeping to
discourage frauds or to, when disclosed, recapture the
proper revenue for the Commonwealth. In respect to
net income the existing law permits the doubling of the
tax but in respect to the corporate excess, no provision
is made and that has been found to be used to perpetrate
frauds, and legislation is requested to make that im-
possible.

17. Information as to Earnings for Income Tax
Purposes.

Chapter 62 of the General Laws does not oblige em-
ployers to report payments to employees unless such
amounts are at least -12,000. The Federal Government
requires employers to report all amounts of earnings of
at least $6OO. This recommendation to the Legislature
would require employers to file with the Commonwealth
the same information concerning earnings paid its em-
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ployees as they are required to file with the Federal
Government.

It has been discovered that where persons work for
more than one employer and payments from some of the
employers are less than $2,000, the department does not
have adequate information to enforce collection of the
taxes on the wage earners’ total income and many are
avoiding the income tax law. It is the department’s ex-
perience that many employers are furnishing it with in-
formation returns for amounts less than $2,000 at the
present time simply because it is less cumbersome for
them to furnish the information with respect to all em-
ployees earning at least $6OO than it is to sort out the
cards covering only those earning $2,000 or more. The
extension of the information requirement to other em-
ployers would not work a hardship on them because they
must compile this information anyhow for Federal in-
formation returns.

18. Clarification of the Taxability of Gains
WHICH CONSTITUTE BUSINESS INCOME.

A recent decision of the Massachusetts Supreme Judicial
Court (Gardiner vs. Commissioner of Corporations and
Taxation) calls to attention the absolute necessity for the
immediate enactment of the proposed legislation to pre-
vent the loss of considerable revenue to the common-
wealth, in allowing persons who are engaged in the busi-
ness of developing real estate for the purposes of sales to
the public, and others who are directly engaged in the
business of buying and selling of real estate for profit, to
escape their just burden of income tax responsibilities.
Provision has been made to exclude sales of principal dwell-
ing units.

19. Income Taxation of Certain Dividends.

Under the existing law a device has been developed
whereby income realized which should be subject to an
income tax as a distribution of profits has been avoided,
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particularly in closely held corporations. Because of this
device many distributions of profits escape taxation under
the guise of being a distribution of capital. By enacting
the recommended legislation a serious loophole which
operates to the advantage of a selected few taxpayers
will be closed.

20. Income Taxation, Gain or Loss on Property
RECEIVED BY GIFT.

A loophole exists whereby a substantial amount of
appreciation which has taken place with respect to
property during the time it was held in the hands of a
donor has escaped taxation through the simple device of
making a gift or assignment. If the basis for determin-
ing gain in the hands of the donee is changed to reflect
the cost to the donor, the entire appreciation during the
period held by both the donor and the donee will be
properly subject to tax.

21. Income Taxation relating to Basis of Property
ACQUIRED BY GIFT.

This is a technical amendment correcting a related sec-
tion of the income tax law to agree with the provisions of
Recommendation 20.

22. Certain Executors’ and Administrators’ Ex-
penses.

Deduction under the income tax law for expenses of
maintaining safe deposit boxes and bonds should not be
allowed where the executors and administrators assert
they are acting as trustees. They are still executors and
administrators, and all in that capacity are not allowed
the deductions, nor are individuals, and therefore we
should have uniformitv.

23. Clarification of Allocation Provisions re-
lating to Telephone Companies.

Apparently a typographical error occurred in the print-
ing of the allocation provisions at the time section 52A
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of chapter 63 was enacted by chapter 641 of the acts of
1951 whereby a clause was added to the wrong sentence.
This act would correct the technical defect in the current
law.

24. Income Tax Exemption for Stepchildren and
Foster Children.

The 1953 act creating exemptions for stepchildren and
foster children failed to include “stepchild” under the
age of eighteen years although stepchild was included in
that part of the act “over 18 years of age but mentally
or physically incapacitated”. Obviously such omission
was inadvertent.

The effective date of chapter 514 of the 1953 act would
be September 22, 1953, being ninety days after the “ap-
proved” date June 24, 1953. This would mean that the
deduction for “foster children” would be limited to three
months in 1953. It is believed that the Legislature in-
tended to exempt stepchildren and foster children for the
entire year 1953, et seq. This bill would correct any
doubt concerning the legislative intent.

25. Delinquent Returns and Fraudulent Returns.
In view of the Appellate Tax Board decision in Habeeb

Wyshak vs. Commissioner which found that the Commis-
sioner was without authority to assess an additional tax
upon income bejmnd the present limit for assessing a
tax (within 3 years after September first of the year in
which such assessment should have been made .

. ~

etc.) it is desirable that legislation be enacted to grant
authority to the Commissioner, in cases involving de-
linquency or fraud, unlimited time to make an assessment.

The Commissioner has authority to assess an additional
tax on corporations involving Federal changes beyond
the usual limit placed on him. The Internal Revenue
code has no limitation on either delinquent or fraudulent
returns for civil assessment of tax. An amendment to
chapter 62, G. L., giving the Commissioner unlimited
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time to assess a delinquent or fraudulent tax should be
sought.

Section 37 would require a revision to enable such
assessments to be made to read that in the case of “failure
to file a return or a false or fraudulent return” the Com-
missioner may make an assessment at any time. This
would result in “no statute of limitation being applicable
to such cases”.

26. Taxation of Certain Income.
This is a companion change to Recommendation 18,

whereby section 22 of chapter 62 should be changed to
exempt only the income from rental of real estate. Such
action will close the currently existing loophole which
has permitted business income from sales of real estate
by those dealing in and developing real estate to escape
taxation levied on other types of business.

27. Annual Reports by Voluntary Associations
The majority of Massachusetts trusts, commonly known

as voluntary associations, have elected to not pay any
tax on the income as it is earned in the trust. The law
provides that any dividends paid by such trusts repre-
sent taxable income to the shareholders when received.
The proposed legislation would require such trust to fur-
nish the department with information reports as to divi-
dends paid and would aid the department in enforcing
collection of properly assessable income taxes from the
individual recipients.




