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B o s t o n , Deo. 30, 1915.

To the General Court of Massachusetts.

In accordance with the provisions of chapter 134 of the 
Resolves of the year 1915, I have the honor to transmit to 
the Honorable Senate and House of Representatives, in behalf 
of the Special Commission on Taxation, appointed pursuant to 
that resolve, the following report.

Respectfully,

N ATH A N  A. TUFTS,
Chairman.
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C h a p t e r  134, R e s o l v e s  o f  1915.

R e s o l v e  p r o v i d i n g  f o r  t h e  A p p o i n t m e n t  o f  a  S p e c i a l  C o m m is s io n

TO IN V E S T IG A T E  AN D  R E P O R T  AS TO  TH E A D V IS A B IL IT Y  OF C H A N G E S

i n  t h e  L a w s  r e l a t i v e  t o  T a x a t i o n .

Resolved, That a special commission composed of two members of the 
senate, to be appointed by  the president, four members of the house, to 
be appointed by the speaker and two other persons, to be appointed by 
the governor, shall sit during the recess of the general court, and shall 
make such investigation relative to the necessity and advisability of 
changes in existing tax laws, and recommend such suggested changes in 
the said laws as it shall deem necessary or expedient.

The said commission shall draft a proposed law or laws providing for 
the taxation of incomes under power and authority contained in the 
constitutional amendment, increasing the power of the general court to 
impose and levy taxes, which is to be submitted to the voters of the com
monwealth at the next state election. The said law or laws shall provide 
for the exemption of property of which the income is made taxable, for 
the compulsory disclosure or return of the amount and sources of such 
taxable income, for the compulsory disclosure or return of such other 
taxhble property as the commission may deem advisable or necessary, 
for the administration of such law or laws by the tax commissioner or 
under his control, and for increasing the power of the tax commissioner 
in the assessment of property; and shall contain such other provisions 
as, in the opinion of said special commission, will be made advisable by 
the enactment of a law providing for the taxation of incomes under the 
power and authority contained in the said constitutional amendment.

The commission shall report in print to the next general court with drafts 
of such laws as it may recommend, and it shall file its report with the clerk 
of the senate or with the clerk of the house not later than the first Wednes
day in January, nineteen hundred and sixteen. Twenty-five hundred 
copies of the report shall be printed, of which three hundred and 
fifty copies shall be reserved for the use of the general court. The 
remaining copies may, as soon as they are printed, be distiibuted by the 
commission in its discretion; and such of them as have not been dis
tributed by  the commission before the first Wednesday in January next 
shall be deposited in the legislative document room for distribution by the
sergeant-at-arms.



The commission shall have a room in the state house assigned for its 
use, shall give such public hearings as it may deem necessary, may employ 
such assistance, clerical or otherwise, as it may require, and shall receive 
such sums for clerical assistance, travel and other expenses, and for the 
compensation of its members as shall be allowed by  the governor and 
council: provided, however, that the whole expense of said commission, 
including compensation and clerical and other expenses, shall not exceed 
the sum of ten thousand dollars. [Approved May 28, 1915.



REPORT OF THE SPECIAL COMMISSION ON TAXATION.

IN TR O D U C TIO N .

Chapter 134 of the Resolves of 1915 provided for the appoint
ment of a Special Commission for the purpose of investigating 
the necessity and advisability of making changes in the existing 
tax laws of the Commonwealth, and of recommending such 
changes therein as should appear necessary and expedient. 
The Commission was particularly directed to draft a law pro
viding for the taxation of incomes in accordance with certain 
provisions of the resolve.

Pursuant to the foregoing resolve, the following-named 
gentlemen were appointed as members of the Commission: —

By His Excellency David I. Walsh, Governor of the Com
monwealth : —

Walter H. Creamer of Lynn.
Frederick T. Fuller of Walpole.
By the Hon. Calvin Coolidge, President of the Senate: —
Senator Nathan A. Tufts of Waltham.
Senator Henry G. Wells of Haverhill.
By the Hon. Channing II. Cox, Speaker of the House of 

Representatives: —
Representative George P. Drury of Waltham.
Representative Frederick B. Felton of Greenfield.
Representative Allison G. Catheron of Beverly.
Representative William M . M cM orrow of Boston.
The Commission organized by electing Senator Nathan A. 

Tufts, chairman, and John D. Wright of Boston, secretary.
The Commission in beginning its work recognized the ex

istence of a very general dissatisfaction with, and criticism of, 
the existing system of taxation in the Commonwealth, as has 
been evidenced by the numerous special commissions which 
have been appointed from time to time during the past ten 
years, and by the constantly increasing number of petitions



filed from year to year seeking changes in the existing tax 
laws and in the Constitution.

Some of the chief causes of dissatisfaction have been: —
The fact that a very large amount of intangible property 

has escaped taxation.
The fact that such intangible property as has been assessed 

has been taxed at almost confiscatory rates.
The fact that certain classes of the community, to wit, 

owners of farms and homesteads, have borne undue tax bur
dens.

The fact that in certain respects the corporation tax has 
worked inequitably.

The foregoing, together with numerous other defects, some 
of which have been pointed out in a pamphlet addressed by 
the Tax Commissioner to the legislative committee on taxation 
of 1915 (Senate Document No. 440 of 1915), entitled “ The 
Intent and Operation of the Tax Laws of Massachusetts,” 
have resulted in gross inequality in taxation as between dif
ferent cities and towns and different individuals.

In beginning its work, the Commission studied carefully 
the present tax laws of the Commonwealth, and examined and 
considered all the petitions and bills filed with the Legislature 
during the past five years seeking changes in the statutes or 
amendments to the Constitution relative to taxation. The 
members and members-elect of the Legislature, the assessors of 
all the cities and towns of the Commonwealth, the mayors and 
city solicitors of all the cities therein, by personal letter, and 
the public by newspaper advertisements throughout the Com
monwealth, were invited to co-operate with the Commission, 
and to submit suggestions, drafts of bills, etc., for its considera
tion.

Throughout its deliberations, the Commission has been in 
consultation with the Tax Commissioner of the Commonwealth, 
his deputies and assistants, with the State Librarian and his 
legislative assistant, with various officials and members of 
State Boards having to do with the revenue of the Common
wealth, and with many officials of the various cities and towns 
of the Commonwealth having supervision of the assessment and 
collection of taxes.



The commission, in addition, throughout its term of service, 
has been in consultation with the tax departments and officials 
of other States, notably Wisconsin and New York, and has 
considered the tax situation in other States.

The Commission desires to express its appreciation to all 
who have contributed to the solution of the problems which 
have confronted it. The Commission also wishes to thank 
the press of the Commonwealth for its generosity in giving 
notice through its news columns of hearings given by the 
Commission.

ih e  Commission began its work on the eighth day of July, 
and closed its sessions on the thirtieth day of December, 1915. 
During that period the Commission held eighteen public hear
ings, fifty-three executive sessions and numerous conferences 
with public officials and others.

In addition, sub-committees and individual members were 
engaged constantly in the work of the Commission. The Com
mission has conducted two independent investigations, to which 
reference will be made later.

After a study of the existing tax laws and an examination 
of the legislation proposed during the past five years, the Com
mission found that the subject-matter before it, for the pur
poses of further study and public hearings, should be classi
fied as follows: —

1. Assessment of Taxes.
(a) Poll Taxes.
(ib) Exemptions.
(c) The Place where and the Person to whom Property shall be

assessed.
(d) Powders and Duties of Assessors.
(e) Abatements.

2. Collection of Taxes.
3. Powers and Duties of Tax Commissioner.
4. Distribution of Taxes.
5. Taxation of Wild and Forest Lands.
6. Inheritance, Legacy and Succession Taxes.
7. Taxation of Corporations.
8. Additional Sources of Revenue.
9. Constitutional Amendments.

10. Income Tax.



The Commission held public hearings on all the foregoing 
subjects, and upon a number of other matters related to them 
but not specifically included in the above classification.

In the pages following will be found a discussion of each of 
the foregoing subjects, and such recommendations as the Com
mission deems it wise to make. There have been many sug
gestions made upon subjects not particularly mentioned above, 
concerning which the Commission feels that it may be desirable 
to legislate at some time in the near future.

The Commission believes, however, that the larger and in 
its opinion the more important questions should be settled 
first, and to that end makes the recommendations listed below. 
In making these, and in refraining from suggesting other 
changes in the tax laws, it has kept in mind the paramount 
importance of the income tax, the Commission having been 
created primarily for the purpose of drafting and reporting 
a bill on that subject. This matter alone has necessarily taken 
the greater part of the time of the Commission.

The Commission’s recommendations for immediate legisla
tive action are as follows: —

1. An A ct to provide for the taxation of certain forest products (Ap
pendix I.).

2. An Act relative to the appointment of assessors (Appendix II.).
3. An Act relative to the authority of the Tax Commissioner in the

assessment of property (Appendix III.).
4. An Act relative to the assessment of real estate and tangible personal

property (Appendix IV.).
5. An A ct relative to the distribution of certain corporation taxes (Ap

pendix V .).
6. An Act relative to the taxation of legacies and successions (Appendix

VI.).
7. An A ct relative to the taxation of corporate franchises (Appendix \TI.).
8. An A ct to establish the fee for the renewal of operators’ and chauffeurs’

licenses (Appendix V III.).
9. Resolve to amend the-Constitution by striking out the words “ pro

portional and.”  (Appendix IX .).
10. An A ct for the taxation of certain incomes (Appendix X .).

SUBJECTS CONSIDERED.

The report of the Commission on the subjects appearing in 
the classifications on page 11 is as follows:



1. A s s e s s m e n t  o f  T a x e s .

In the study and discussion of the subject of assessment of 
taxes many questions were presented for the consideration of 
the Commission. It was found, however, that the principal 
questions related to —

(a) Poll taxes.
(b) Exemptions.
(c) I h e  place where and the person to whom property shall 

be assessed.
(d) Powers and duties of assessors.
(e) Abatements.
Thb report and recommendations of the Commission on 

each of the foregoing subjects are as follows: —

(a) Poll Taxes.
The Commission finds that the total amount assessed on 

poll taxes in the Commonwealth for the year 1914 was $2,012,- 
464 (Public Document No. 19, 1914, Part I., page 62). From 
testimony introduced, it would appear that about two-thirds 
of this amount was collected.

The objections to the poll tax urged before the Commission 
were both theoretical and practical. It was argued that the 
tax is unjust in theory, because it is not in proportion to the 
ability of the taxpayer to pay nor to the benefits received by 
him from the government, and that it imposes an arbitrary 
amount.

The unpopularity of the tax in the larger cities has resulted 
in a failure to enforce the law in those places; for example, 
in Boston, where only one-third of the tax in some years has 
been collected. The expense of collecting the tax is in such 
places excessive in proportion to the amount received. It is 
to be considered, however, that while the city of Boston may 
collect only one-third of its poll tax, some cities in the Com
monwealth collect as high as 88 per cent, and some towns 
show even a larger percentage.

The Commission has had under discussion several sugges
tions to make the tax more popular, and to increase its efficacy.



The first of these is to give cities and towns local option in 
levying the tax. This plan would remove the tax from those 
cities and towns where it is unpopular and least productive, and 
allow it to be retained where public sentiment believes such 
retention to be desirable.

The second suggestion is to abate the tax of persons voting 
at the municipal and State elections, or, to be more explicit, to 
abate one-half the tax to persons voting at the municipal 
election and one-half to those voting at the State election.

The third suggestion is the system by which every citizen is 
assessed at the local tax rate upon a minimum assumed valua
tion, for instance, of $200. The advantage of this plan is that 
it gives the poll tax payer a direct financial interest in the local 
tax rate. It is not open to the objection of being complicated 
or difficult of enforcement, and the tax is uniform in each 
assessing and collecting district. Of the three suggestions, this 
plan appealed most strongly to the members of the Commission.

In addition, it was strongly urged by many who appeared 
before the Commission that the poll tax be abolished altogether. 
While admitting the force of many of the objections urged 
against the poll tax, a majority of the Commission are un
willing to recommend its abolition, since they regard it as ex
ceedingly desirable that every man should make a minimum 
direct contribution toward the support of the government. 
They deem it undesirable to remove so large a source of revenue 
as the poll tax until other additional revenue has been pro
duced by changes in the tax laws.

(b) Exemptions.

In the discussion of exemptions, several questions were 
presented for the consideration of the Commission. Among 
them were the exemption of educational institutions, the 
exemption to soldiers (having reference more to the matter of 
distribution than to the amount), a proposed exemption of 
machinery (such as that in force in Pennsylvania), a proposal 
to exempt homesteads to the amount of $2,000, and the effect 
of exemptions in general upon city and town revenues.

The whole subject is worthy of very careful consideration, 
and the problem must in the near future he solved by legis-



latn e action, for there is no doubt that many cities and towns 
are bearing- unjust burdens in the distribution of taxes in 
consequence of exemptions under the present law. It is a 
problem, however, which cannot be definitely solved, with 
respect to some at least of the above questions, until the pend
ing amendment removing the words “ proportional and”  from 
the Constitution is adopted. It may be found desirable to 
make different rates on different classes of property, instead of 
granting exemptions. Such classification cannot be made as 
the Constitution now stands.

(c) The Place where and the Person to whom Property shall be
assessed.

At the public hearing on this subject, the only matter pre
sented to the attention of the Commission was that of the 
proper place for assessing forest products. Evidence was pre
sented by certain assessors and others that a considerable 
amount of so-called forest products escapes taxation under the 
present law providing for the assessment of this class of prop
erty to the owner at his place of residence. The principal 
reason given ter failures to tax this class of property was that 
under the present law there is not sufficient inducement to 
cause assessors to discover such property belonging to out-of- 
town owners, and to give the information to the assessors of the 
towns where such owners reside, when the entire tax is going to 
those other towns. The Commission recommends as a remedy 
the act entitled “ An Act to provide for the taxation of certain 
forest products ”  (Appendix I.).

(d) Powers and Duties of Assessors.
At the hearing on this subject numerous suggestions were 

made relative to changes in the powers and duties of local 
assessors. The Commission believes, however, that, in view of 
the changes made necessary by the income tax and certain 
recommendations of the Commission giving additional powers 
to the Tax Commissioner, no other legislation is needed on this 
subject.



(e) Abatements.
AA ith regard to abatements, the suggestion has been made 

that, instead of granting the local assessors the power of abate
ment after the tax bill has been sent out, the taxpayer be 
notified in advance of the valuation of his property and be 
given an opportunity to appear before the board of assessors in 
advance of the assessment of the tax against him, and that in 
case of failure to appear he shall have no right of abatement.

This is a subject which requires very careful working out in 
order to avoid conflict with the existing laws relative to the 
additional assessment in December, the laws relative to appeals, 
and other provisions affecting the levying and collecting of 
taxes. It is deemed inadvisable by the Commission to attempt 
at this time to frame a law providing for this difficult and 
complicated change, in view of the other important changes in 
our tax laws hereinafter recommended. The Commission, 
therefore, contents itself with the statement that it believes 
that any law hereafter proposed to provide for this method of 
determining the amount of assessments should receive serious 
consideration by the Legislature, because such a law would, to 
a large extent, do away with the overlay accounts, would 
avoid much annoyance to collectors of taxes by having questions 
of valuations and abatements determined before the tax bills 
are sent out, and would result in a better understanding 
between the assessors and the public.

2. C o l l e c t io n  o f  T a x e s .

The Commission has held several hearings upon this subject. 
It has been pointed out that there is a lack of uniformity in the 
time of collection of taxes and in the time of sale of property 
for non-payment of taxes, which causes serious inconvenience to 
mortgagees and to non-resident owners of real estate. The 
Commission, however, believes that any attempt to legislate 
upon this subject would create more confusion and do more 
harm than it would remedy, in view of the fact that the problem 
is gradually being solved in the direction of uniformity and 
early collection by the action of local authorities.



One evil which the Commission believes should be remedied 
by local action is the practice which prevails in some com
munities of selling real estate for taxes prior to the expiration 
of the six months during which taxpayers have the right to 
apply for an abatement. The Commission believes that this 
practice is pernicious and should be abandoned, but does 
not consider it necessary to enact any legislation on this 
point.

Several other matters pertaining to the collection of taxes 
were brought to the attention of the Commission. All of 
them, however, seemed to be of insufficient importance to 
warrant any recommendation at the present time.

3. P o w e r s  a n d  D u t i e s  o f  t h e  T a x  C o m m is s i o n e r .

The evidence presented to the Commission and its own 
knowledge and investigations disclosed certain defects in the 
present laws and methods of assessment. The assessment of 
taxes is a function of the Commonwealth, and it is the duty of 
the Commonwealth, in so far as it delegates that function to 
local officials, to see to it that it is performed with efficiency 
and with justice toward all its citizens, as well as with due 
regard to local conditions.

In the past it appears that the method and the efficiency of 
the assessment of taxes have varied largely with local con
ditions. While the adoption of a State administered income 
tax in place of the present locally administered tax on intan
gibles will remove a certain temptation heretofore placed 
on certain localities toward a lax administration of the 
law relating to assessment of intangibles, —  a laxness wide
spread and generally recognized— it will not remove the de
fects in assessment of real estate and tangible personal 
property.

Since it is the duty of assessors to assess all property at its 
fair cash value, it would seem that there should be some uni
formity throughout the Commonwealth in the principles by 
which property is assessed, however much the application of 
those principles may be affected by local conditions. As a 
matter of fact, evidence was presented to the Commission



showing that certain cities and towns have what is known as 
a “ high valuation,”  that is, an assessed valuation higher than 
the market price obtainable, and that others have what is 
known as a “ low valuation,”  and that even in the same city 
or town some classes of property are apt to have a high and 
others a low valuation.

The reasons for the existence of such differences and in
equalities in valuation are, among others: —

1. The fact that each board has made its assessment inde
pendently, without regard to methods adopted in other cities 
and towns. There has been no person or board with power or 
influence sufficient to produce any satisfactory degree of 
uniformity.

2. The fact that financial conditions in different municipalities 
have varied. In some municipalities it has been possible and 
has seemed desirable to have both a low valuation and a low 
rate; in other municipalities financial necessity has forced both 
high valuations and high rates; in still others it has seemed 
desirable to maintain low rates attractive to individuals with 
large amounts of intangible personal property, though such 
low rates made necessary a high valuation of real estate. 
Nowhere, we believe, has it seemed desirable to have a high 
rate and a low valuation.

3. The tendency to let assessments made in former years 
stand, without any general attempt at an annual revision to 
accord with the changing conditions affecting value. It is 
perhaps impossible that the assessors should view annually 
each piece of property in every city and town. It may be, too, 
that their compensation does not correspond with what would 
be a fair compensation for an attempt to make such an annual 
revaluation, but it is certain that the tendency to adopt old 
valuations as correct without reappraisal results in incorrect 
valuations, and increases the differences in valuations between 
different municipalities and between different individuals in 
the same municipality.

4. The fact that assessors, exercising a function which is 
essentially judicial where independence of judgment is of the 
highest importance, are subject to political influences, both in 
their choice and in their removal.



5. I he fact that many assessors evidently still feel that a 
low total valuation is desirable in the distribution of the State 
tax, though the Tax Commissioner has been given power to 
revise assessments for this purpose.

6. The fact that while the law provides an owner of property 
an appeal from the decision of the assessors in the case of over
valuation of his property, it does not give him an effective 
remedy in the case of under-valuation of the property of other 
owners. Such an under-valuation of the property of others 
may work quite as great an injustice to owners whose property 
is fully valued as an over-valuation of their own property, yet 
we have in this Commonwealth nothing corresponding to the 
boards of equalization of many western States, with their power 
to equalize assessments between individuals.

It appeared at the hearings given by the Commission that 
local assessors very generally recognize and are desirous of 
eliminating the defects which have been enumerated. The 
remedies suggested by some of them and by other persons are 
additional power to the Tax Commissioner and more certain 
tenure of office by assessors. The Tax Commissioner may be 
given additional power in the assessment of taxes in several 
ways: —

(a) By giving him power to appoint all assessors.
(b) B y giving him power to appoint one member of each 

board of assessors.
(c) By giving him power to confirm appointments of asses

sors.
(d) B y giving him power to remove assessors.
(e) By giving him power to revise assessments.
(/) By giving him power to instruct in methods of assessment.
Suggestions (a) and (b) would also probably provide a more 

certain tenure of office for assessors, affording more independent 
and fair-minded judgment, and in the long run a more ex
perienced body of assessors.

Each of the suggested plans would, in the opinion of this 
Commission, improve present conditions.

The Commission believes, however, that a plan by which 
all assessors would be appointed by the Tax Commissioner 
would involve too great a departure from the present long-



continued method of local control of assessments to prove 
acceptable to the people of the Commonwealth, and it therefore 
does not recommend suggestion (a).

Suggestions (b) and (c), which are alternative, give the com
missioner more power than he has at present in the appoint
ment of assessors, while at the same time a large degree of local 
control is retained.

Each plan has much to commend it. To a majority of the 
Commission plan (b) seems the wiser, and the Commission, 
therefore, reports a bill embodying this plan, with a power in 
the Commissioner to remove the assessor appointed by him 
(Appendix II.).

The Commission, however, calls attention to the fact that 
the recess committee on municipal finance of 1912, which con
sidered this subject in its report to the Legislature of 1913, 
favored plans (c) and (d), and presented a bill in its report 
embodying these recommendations.

Suggestions (e) and (/) both seem to this Commission to be 
desirable, and bills are presented embodying these recommenda
tions, first, a bill giving the Tax Commissioner power to revise 
assessments (Appendix III .); second, a bill giving the Tax 
Commissioner power to instruct in methods of assessment 
(Appendix IV .).

4 . D i s t r ib u t i o n  o f  T a x e s .

The Commission held a number of hearings upon this subject, 
which includes the question of the distribution of the income 
tax, that of the reimbursement of cities and towns for loss of 
taxes from exemptions, particularly those granted to edu
cational institutions and to veterans of the civil war, and the 
distribution of the corporation franchise tax and any other 
revenue collected by the Commonwealth the distribution of 
which among the local communities may for any reason be 
deemed advisable or worthy of consideration.

The distribution of the income tax is discussed in part 10 of 
this report.

With regard to reimbursing cities and towns for the exemp
tion of educational institutions, the principal demand in the 
past few years has come from certain representatives of the city



of Cambridge. The officials of that city, however, failed to 
avail themselves of an invitation to appear before this Com
mission at the hearings upon that subject. Also it was stated by 
Cambridge residents that the city government had encouraged 
the coming of the Massachusetts Institute of Technology to 
Cambridge. Under these circumstances the Commission is 
satisfied that the demand made in recent years is not repre
sentative of the city of Cambridge.

A  ith regard to soldiers’ exemptions, there is a strong demand 
from a number of cities and towns for reimbursement for loss 
of taxes from this cause. The Commission is not in favor of 
direct reimbursement for this exemption; but believes that 
those exemptions that do not represent a direct benefit to the 
local community should be taken into consideration in any 
plan for reimbursement. The Commission believes that the 
most equitable way to provide for the loss resulting from such 
exemptions will be to take it into consideration hereafter in the 
distribution of the revenue collected from the income tax, and 
of such other revenue as it may be found advisable to distribute 
to the cities and towns of the Commonwealth.

The Commission, as already stated, does not submit any 
permanent plan for the distribution of all such revenue. It is 
desirable, however, to provide at once for a more equitable 
distribution of the corporate franchise tax of railroads and 
telephone and telegraph companies. It is unjust that the 
franchise tax of these public-service corporations, whose 
activities are state-wide should be distributed as at present, in 
accordance with the accident of the residence of the stock
holders in the corporation. Railroads and telephone and 
telegraph companies derive their income from people of all 
parts of the Commonwealth. They receive fire and police 
protection from cities and towns throughout the State. The 
most practical method of distributing their tax with approxi
mate justice is to allow all the cities and towns of the Com
monwealth to share in its distribution.

One method would be to retain the tax in the treasury of the 
Commonwealth; but the separation of State and local revenues 
is opposed by many students of political economy and observers 
of public conditions, who argue that the Commonwealth has



no debt limit, and that the existence of a large revenue, making 
it possible to spend money without having it appear in the 
State tax, is a temptation to extravagance.

In distributing the revenue from this source, the Commission 
believes that it is wise to take into consideration the presence 
of such exempt property as is not a direct benefit to the local 
community in which it is situated. The Commission therefore 
recommends that the franchise taxes collected from railroads 
and telephone and telegraph companies be distributed in a 
proportion based upon both the taxable property and the 
exempt property of insane asylums and of soldiers and sailors 
found in each city or town. The bill herewith submitted pro
vides for distribution of the franchise tax of these corporations 
upon this principle (Appendix V .).

In the judgment of the Commission the accident of the 
residence of stockholders ought not to determine the city or 
town to which the franchise tax of a corporation should be 
distributed. Our present business corporation law distributes 
the tax to the city or town where the corporation does business. 
This the Commission believes to be a sound and just practice, 
and recommends its extension to gas, electric light and water 
companies. In the case of these companies there is an additional 
reason for such distribution that does not exist in the case of 
the ordinary business corporation, which may sell its product 
all over the Commonwealth, or all over the civilized world. A 
gas, electric light or water company, however, serves the local 
community where it does business; it receives its entire revenue 
from the inhabitants of that community, and the distribution 
of its tax to the community where it does business inures to 
the direct benefit of the consumer. In the bill herewith sub
mitted and already referred to, the Commission therefore pro
vides for the distribution of the tax of gas, electric light, gas 
and electric light, and water companies to the cities and towns 
where these companies do business (Appendix V.).

5. T a x a t i o n  o f  W il d  a n d  F o r e s t  L a n d s .

The Commission recommends no change in chapter 598  of 
the Acts of the year 1 914  relative to the taxation of wild and 
forest lands.



The l a x  Commissioner and the State Forester agreed in 
stating, at the public hearing on this topic, that during the 
short period in which the act has been in force no defect 
requiring an amendment to the act has come to their attention. 
No one advocated any change in the law.

6. I n h e r i t a n c e , L e g a c y  a n d  S u c c e s s io n  T a x e s .

Upon a study of the law relative to the taxation of legacies 
and successions it became evident to the Commission that the 
law, though in the main admirable and largely productive of 
revenue, with very little hardship upon taxpayers, has some 
conspicuous and easily remedied defects, and can readily be 
made botii more equitable and more productive. The tax 
is graduated, as it should be, but the graduation is obtained 
by an arbitrary and unscientific method of computation which 
results in marked irregularities, involving, in many cases, very 
considerable differences in the tax assessed upon legacies only 
slightly differing in amount. The Commission was convinced 
also of the justice and expediency of a reasonable increase in the 
rates upon the larger legacies, especially those where the 
beneficiaries are other than near relatives or natural depend
ents.

At the public hearing upon the subject one witness, a civil 
engineer, suggested a method which would in his opinion be 
free from the objection of irregularity in graduation. In line 
with this suggestion a plan has been worked out by the Com
mission, and tested and approved by the Tax Commissioner, 
which has been embodied in a bill entitled “ An Act relative to 
the taxation of legacies and successions”  (Appendix V I.).

This bill imposes a small tax upon legacies of from $6,000 to 
$10,000 to near relatives which are now exempt, and on the 
other hand slightly lessens the present tax on such legacies be
tween $10,000 and $20,000. On other legacies there is a general 
increase, slight for legacies of moderate amount and rising to 
a limit of 20 per cent, upon legacies of $5,000,000 or more. The 
method of computation is readily mastered by any one, and can 
be greatly facilitated by the preparation of tables which will 
show at a glance the tax to which any given amount of legacy 
is liable. A  majority of the Commission recommends the



passage of the bill. A table, showing its operation in certain 
cases, follows: —

A m o unt .

C la s s  A . C la s s  B. C l a s s  C . C la ss  D .

Pres
ent

Tax.

Pro
posed
Tax.

Pres
ent

Tax.

Pro
posed
Tax.

Pres
ent

Tax.

Pro
posed
Tax.

Pres
ent

Tax.

Pro
posed
Tax.

$6,000, . N o tax N o tax $60 $88 88 $120 $177 75 $300 $355 50
$7,000. . N o tax $11 72 70 108 40 140 216 80 350 433 60

$10,000, . N o tax 55 28 100 170 90 200 341 38 500 683 76
$11,000, . $110 71 00 110 191 90 330 385 00 550 770 00
$15,000, . 150 136 75 150 278 28 450 556 35 750 1,112 70
$20,000, . 200 222 54 200 388 20 600 776 40 1,000 1,552 80

$25,000, . 250 310 56 250 500 00 750 1,000 00 1,250 2,000 00

$30,000, . 300 482 92 300 638 70 1,500 1,276 40 1,500 2,452 50

$35,000, . 350 605 13 350 841 88 1,750 1,683 76 1,750 2,908 40

$40,000, . 400 733 80 400 1,056 35 2,000 2,112 70 2,000 3,367 50

$50,000, . 500 1,000 00 500 1,500 00 2,500 3,000 00 2,500 4,292 90

$51,000, . 1,020 1,027 00 1,020 1,545 00 3,060 3,090 10 3,060 4,385 90

$55,000, . 1,100 1,110 56 1,100 1,638 20 3,300 3,276 40 3,300 4,758 40

$60,000, . 1,200 1,275 50 1,200 1,910 00 3,600 3,683 76 3,600 5,225 00

$70,000, . 1,400 1,621 12 1,400 2,431 60 4,200 4,552 80 4,200 6,485 00

$100,000, . 2,000 2,717 00 2,000 4,075 74 6,000 6,000 00 6,000 10,868 00

$250,000, . 5,000 8,434 32 5,000 11,151 48 15,000 19,775 00 15,000 33,737 00

$1,000,000, . 30,000 35,936 60 30,000 61,734 32 70,000 92,036 50 70,000 143,746 00

Class A . — H usband, wife, father, m other, child, adopted child, adoptive father or adoptive 
m other o f the deceased.

Class B. — Lineal ancestor other than father or m other; lineal descendant except child; lineal 
descendant of adopted ch ild ; lineal ancestor o f adoptive parent; wife or widow o f a son; husband 
o f a daughter; stepchild or stepparent.

Class C. — Brother, sister, half-brother, half-sister, nephew or niece.
Class D . — Beneficiary o f any other relationship than hereinbefore specified.

7. T a x a t i o n  o f  C o r p o r a t i o n s .

The Commission recommends an amendment of our corpora
tion laws so as to provide for the taxation of the franchises of 
domestic business corporations to their full value. Up to the 
year 1903 the full value of the capital stock of such corporations 
was taxed. In that year legislation was enacted providing that 
no tax should be levied on any franchise value in excess of 
20 per cent, above the value of tangible assets and taxable



securities, less certain deductions provided by section 41 of 
Part III . of chapter 490 of the Acts of 1909.

In 1914 the number of domestic business corporations making 
tax returns was 9,127. In the case of 2,212 of these, the 
ascertained value of the capital stock exceeded the 20 per cent, 
limitation by §108,951,944. The failure to tax this value cost 
the State in revenue $1,970,940.66. (See page 38 of the Tax 
Commissioner’s report for 1914.)

In addition to the loss of revenue to the Commonwealth, the 
failure to tax this franchise value was unfair to those corpora
tions which paid their franchise tax in full. We may fairly 
assume that this sum of nearly $2,000,000 would have been used 
to reduce the State tax. This would have appreciably reduced 
local tax rates throughout the Commonwealth. Inasmuch as 
the rate of taxation on the franchises of corporations is de
termined by  the average tax rate of the Commonwealth, the 
reduction in tax rates effected by  collecting the full franchise 
tax of 2,212 corporations would have materially benefited every 
one of the other 6,915.

Inequalities in the distribution of the franchise tax burden 
are further increased by  a growing custom of capitalizing 
domestic business corporations at a small figure and borrowing 
the real working capital from the controlling stockholders. 
This scheme sometimes results in making it impossible to levy 
any substantial franchise tax, although a real franchise value 
exists.

Examples 'of the inequitable working of the 20 per cent, 
limitation, obtained from reports on file and records of taxes 
levied in the office of the Tax Commissioner, are shown by the 
following table: —

C o r p o r a t i o n .
Valuation on 
w hich T ax is 

assessed.
Actual Value 
o f  Franchise. Tax assessed.

Tax assessable 
w ithout 20 Per 
Cent. L im it.

B , .

C ,  . . • • •

D , .

$134,213 38 

419,571 00 

N one. 

None.

S2,391,200 00 

6,116,662 00 

1,782,670 00 

1,191,950 00

$2,427 92 

10,169 98 

N one. 

None.

$43,256 81 

110,650 42 

32,248 50 

21,562 38



Of the foregoing, A  is a well-known manufacturing corpora
tion; it pays a tax upon about one-seventeenth of the actual 
value represented by its capital stock. B is also a well-known 
manufacturing corporation; it pays a tax upon about one- 
tenth of its real value. C and D are mercantile corporations; 
the stock of each represents over $1,000,000 of actual value, 
yet neither of them pays any tax.

Under any just system of taxation, C and D would pay some 
tax, and A and B would pay more than they are now paying.

All of the corporations shown above as illustrations are 
wealthy concerns, doing a profitable business. In fact, the 
information obtained by the Commission from the Tax Com
missioner showed that the 20 per cent, limitation invariably 
works to relieve the wealthy and successful company from 
paying a tax on the full value of its corporate franchise, and 
at the same time extracts the full value from a less fortunate 
competitor at a rate which is increased by reason of the failure 
to tax the wealthy corporation.

Another inequitable feature of our corporation laws is the 
exemption from direct taxation of merchandise owned by 
domestic business corporations. The revenue lost to the 
Commonwealth by reason of this exemption is unquestionably 
very large, although it would take much time and labor to 
ascertain it definitely. In addition, the exemption creates 
unfair competition in favor of corporations against every man 
who does business in the State as an individual or as a member 
of a partnership. Perhaps much can be said in favor of 
exempting merchandise from taxation, because the tax ulti
mately falls in a large measure upon the consumer. Nothing 
can be said, however, in favor of taxing the merchandise of 
some men and exempting that of other men. The theory of 
the merchandise exemption is that the tax on the merchandise 
is paid as part of the tax on the corporate franchise, but this 
does not hold true in practice. The combination of the 
merchandise exemption with the 20 per cent, limitation and 
with the practice of borrowing the working capital of corpora
tions results in the escape of large quantities of merchandise 
owned by corporations from any taxation at all.

Evidence was given before the Commission that certain



foreign manufacturing corporations distribute their goods in this 
Commonwealth in such a way as largely to escape taxation and 
to secure an unfair advantage over competing domestic corpora
tions. It was stated that the method followed is to organize a 
subsidiary Massachusetts corporation to which goods are sold 
and billed at such high prices that the subsidiary corporation 
can never make much profit on the re-sale, the result being 
that the subsidiary Massachusetts corporation, though having 
among its assets large stocks of merchandise, is able to 
secure in the taxation of its corporate franchise a very large 
deduction, because of its liabilities to the parent corporation. 
Competing Massachusetts corporations, without the possibility 
of such practically unlimited credit, and under the necessity of 
making actual profits by  buying in the lowest market, of course 
cannot secure this deduction. In every large city of the 
Commonwealth there are no doubt large stocks of merchandise 
which virtually escape taxation by this method. A  majority 
of the Commission believe that no solution of the problem of 
curing this evil has been presented which they are ready to 
recommend. The Commission is of the opinion that this 
subject is one of the most important to be considered in the 
further investigation of the corporate tax laws, which it recom
mends below.

We call attention to corporations C and D  of Exhibit 1, 
being examples of corporations which largely escape taxation 
by this method of evasion.

The Commission submits, at the conclusion of this part of its 
report, a table, Exhibit 1, showing how a low capitalization 
with a large indebtedness to stockholders, coupled with the 
exemption of merchandise, works in four specific instances, 
shown in said exhibit as corporations A, B, C and D ; also a 
statement, Exhibit 2, showing the net taxes lost by the city of 
Salem in this way in 1915, and an additional table, Exhibit 3, 
showing further extreme instances where the merchandise 
exemption permits merchandise of corporations to escape 
taxation, while that of individuals and partnerships pays at the 
full local rate.

T h e  C om m iss ion  has tou ch ed  u pon  the d efects  o f  ou r present 
co rp o ra t io n  ta x  law s on ly  in a v e ry  general w ay . I t  is ad vised



by the Tax Commissioner, and from its own study has come to 
the conclusion, that the proper and adequate revision of the 
corporation tax law requires an exhaustive and careful investi
gation, which, by itself, would occupy the greater part of a year.

It has been suggested that the problem might be solved by 
doing away with the present system of franchise taxes alto
gether, and extending the tax on business income, later recom
mended in this report, to corporations. The majority of the 
Commission, however, believe that since opportunities for 
evasion and unequal taxation exist in a system of income 
taxation as well as in a system of franchise taxation, the only 
way to guard against these is by careful study and deliberation, 
and that no such sweeping change should be adopted without 
a very thorough examination of data relative to the comparative 
revenue, as between such a change and an improved system 
of franchise taxation, and careful consideration and thorough 
public discussion of the provisions of the proposed legislation. 
Occupied as the Commission has been in the task of obtain
ing the information necessary for the thorough consideration 
and careful preparation of a new system of income taxation, 
in the actual consideration and preparation of that law, and in 
the comprehensive review which the Commission has made of 
the whole subject of taxation, the majority find themselves 
unable at the same time to look up, examine and digest the 
facts and data necessary to be taken into consideration, either 
in thoroughly revising or in completely changing our corpora
tion tax laws, and to study and draft such proposed legis
lation with the care and deliberation which they consider 
necessary before making any recommendation to the Legis
lature.

The Commission therefore recommends only the repeal of the 
20 per cent, limitation, which it feels can be accomplished now 
without injustice to any one. A  bill to that effect is herewith 
submitted (Appendix V II.).

For the purpose of thoroughly revising our corporation tax 
laws, and correcting their many evils and injustices, of which 
those set forth in this report are only a few illustrations, the 
Commission believes that a careful study and investigation 
should be made or provided for by the General Court of 1916.



It regards the revision of these laws as one of the most im
perative duties resting upon the Legislature of the Common
wealth.

The following are the exhibits accompanying this part of the 
Commission’s report: —

E x h i b i t  1.

Corporation A.
Tax levy at present, with merchandise exem pt: —

Local tax, real estate and m a c h in e r y ,  $400 00
Franchise t a x ,   463 75

T o t a l ,  $863 75
Tax levy if merchandise were taxed: ■—

Local tax, real estate and m a c h in e r y , ...........................................$400 00
Local tax, m e r c h a n d is e , .................................................................  2,868 44

T o t a l , ..............................................................................................$3,268 44
Net taxes lost in 1914, $2,404.69.

The above is a Massachusetts manufacturing corporation.

Corporation B.
Tax levy at present, with merchandise exem pt: —

Local tax, real estate and m a c h in e r y , .........................................$2,509 69
Franchise t a x , .......................................................................................3,816 12

T otal....................................................................................................... $6,325 81
Tax levy if merchandise were taxed: —

Local tax, real estate and m a c h in e r y , ........................................ $2,509 69
Local tax, m e r c h a n d is e , ..................................................................... 6,814 62
Franchise t a x , ...............................................................................  -

T o t a l , ..............................................................................................$9,324 31
Net taxes lost in 1914, $2,998.50.

The above is also a Massachusetts manufacturing corporation.

Corporation C.
Tax levy at present, with merchandise exempt: —

N o real estate and m ach inery,....................................................
Franchise t a x , ...............................................................................

Total, $18 55



Tax levy if merchandise were taxed: —  
No real estate or machinery, .
Local tax, merchandise,
Franchise t a x , ..................................

io ta l-  $2,407 48
Net taxes lost in 1914, $2,388.93.

This is a Massachusetts distributing corporation for a foreign man
ufacturing corporation. The corporation is capitalized at $1,000, and 
shows liabilities of over $400,000.

Corporation D.
Tax levy at present, with merchandise exempt: —

Local tax, real estate and m a c h in e r y , ........................................$5,028 00
Franchise t a x , .............................................................................. 607 82

T o t a l ,  $5,635 82
Tax levy if merchandise were taxed: —

Local tax, real estate and machinery............................................. $5,028 00
M e r c h a n d i s e , .............................................................................. 7,477 56

T o t a l , ..........................................................................................$12,505 56
Net taxes lost in 1914, $6,809.74.

This is a subsidiary corporation organized in this State to distribute 
the product of a foreign mining corporation.

The total amount of taxes lost by this merchandise exemption in our 
corporation law in these four instances alone amounts to $14,661.86.

E x h i b i t  2 .

A  Corporation Tax Survey of the City of Salem.
In this city in 1915 the amount of merchandise exempted from taxation 

under our corporation tax laws, as owned by domestic business corpora
tions, was $4,196,571, according to the returns made to the State Tax 
Commissioner.

If a tax bad been imposed on this merchandise such as was imposed on 
the merchandise of all other taxpayers in Salem in said year —  $21 on a 
thousand —  it would have brought into the treasury of the city of Salem 
$88,127.99.

In considering the net effect of this exemption in this city on the pub
lic revenue, there should of course be deducted the franchise taxes now 
paid by  these same corporations to the State, in place of the taxation of 
this merchandise. These taxes in 1915 amounted to $40,390.22, part of 
which was retained by the State and not returned to the Salem treasury.



These figures show a net loss for the year 1915 to the city of Salem by 
our present system of taxing domestic business corporations of $47,737.77, 
in addition to the part of the above franchise taxes paid by Salem corpora
tions and retained by the Commonwealth.

E x h i b i t  3 .

Instances of Corporations escaping Taxation through the Merchandise
Exemption.

C o r p o r a t i o n .
Value of 

Merchandise in 
Com m onw ealth.

A m oun t o f 
Tax.

$2,533,150 00 N one.

B , ....................................................... 1,174,428 00 $2,201 38

C , .............................................................................................................. 423,983 00 978 10

328,057 00 None.

E.................................................................... 295,579 00 None.

The above are actual instances taken from the records of the Tax 
Commissioner. Although the aggregate tax lost in these five instances 
is large, they are only a few illustrations from a large class. The total 
amount of merchandise of corporations which wholly escapes taxation is 
enormous.

8 . A d d i t i o n a l  S o u r c e s  o f  R e v e n u e .

No revision of our system of taxation would be adequate or 
complete which did not take into consideration the question 
whether there are not additional sources of revenue that may 
equitably be utilized to lessen the burdens of ordinary taxation. 
This important branch of the subject has been carefully 
studied by the Commission, and as a result of the evidence 
submitted it recommends three bills, referred to under other 
classifications, which, it is hoped, will result in a large increase 
in revenue. The bills referred to are: —

(a) An A ct re la tive  to  th e  ta x a tio n  o f  legacies an d  su c
cessions (A p p e n d ix  VI.).

(.h) A n  A ct re la tive  to  th e  ta xa tion  o f co rp o ra te  fran ch ises 
(A p p e n d ix  V I I . ) .

(c) An Act relative to the income tax (Appendix X .).
T h e  in ten t an d  scop e  o f  these bills are d iscu ssed  elsew here in  

th is  report.



Various other suggestions were made for raising further 
revenue. It was proposed among other things to increase or 
inaugurate taxes on bachelors, houses of religious worship, 
stock exchange seats, jitneys so-called, bill-boards, certain 
amusements, private insane asylums, transfers of stock, liquor 
licenses, motor vehicles, and licenses and renewals for operators 
of motor vehicles.

While some of these suggestions have much to commend 
them, the majority of the Commission consider it necessary at 
this time to make only one recommendation in addition to 
(a), (b) and (c) above, namely, an increase in the fee for the 
renewal of operators’ and chauffeurs’ licenses.

Operators and chauffeurs now pay 50 cents for the renewal 
of a license. The Commission feels that this sum is inadequate 
and should be raised to at least $1, believing that no hardship 
will be suffered by any one because of this very slight increase. 
It will bring in additional revenue to the Commonwealth to the 
amount of approximately $50,000. In the year 1914 there were 
72,674 renewals issued by the Highway Commission, and it is 
estimated by the latter that in 1916 the number will approxi
mate 100,000. At the present time the receipts from this 
source are said by the Highway Commission to be barely 
sufficient to defray the clerical expenses of renewals. The 
Commission, therefore, submits herewith a bill entitled “ An 
A ct to establish the fee for the renewal of operators’ and 
chauffeurs’ licenses”  (Appendix V III.).

9. C o n s t it u t i o n a l  A m e n d m e n t s .

In the opinion of a majority of the Commission, the Legislature 
should, for the second time, approve the article of amendment re
moving the words “ proportional and”  from chapter 1, section 1, 
Article IV. of the Constitution, in order that the amendment 
may be adopted by the people. The reasons which have 
influenced the Commission to adopt this conclusion may be 
stated as follows: —-

The article of the Constitution under consideration in its 
present form, and viewed in the light of other constitutional 
amendments recently adopted, is no longer such a statement 
of fundamental law or principle as to belong properly in the



Constitution. An accepted definition of a Constitution is that 
given in (  ooley’s “ Constitutional Limitations,”  seventh edition, 
page 4 : —

The Constitution of a State is sometimes defined as the fundamental 
law of the State containing the principles upon which the government 
is founded, regulating the division of the sovereign powers, and direct
ing to what persons each of the powers is to bo confided, and the 
manner in which it is to be exercised.

That this idea of the Constitution as a statement of 
fundamental principles was held by the framers of our State 
Constitution is evidenced by Section X V III. of the Declaration 
of Rights, which enjoins “ a frequent recurrence to the funda
mental principles of the Constitution.”  N or do we understand 
that the proposition that the Constitution should be a state
ment of fundamental principles is anywhere denied, though in 
some constitutions it may indeed be violated.

The present constitutional limitation that all taxes shall be 
proportional, however, falls short of stating a fundamental 
principle. It in fact attempts to state a principle which is 
contradicted by the two recent constitutional amendments 
providing, one, for the taxation of wild and forest lands, the 
other, for a tax on incomes from property. The justices of the 
Supreme Judicial Court, in a recent opinion to the Legislature 
(See Volume 220 of Massachusetts Reports, at page 621), 
say: —

A tax is proportional, within the meaning of the Constitution, only 
when it bears the same ratio to the whole sum raised by  taxation as the 
taxpayer’s taxable estate bears to the whole taxable estate of the Com
monwealth.

In the opinion of the Supreme Judicial Court, the Legis
lature may indeed exempt certain property from taxation 
without violating the principle of proportionality. (See 
Opinion of Justices, Volume 195, Massachusetts Reports, at 
page 609.)

But it would seem obvious that the Legislature cannot, 
without violating that principle, exclude from the proportion



as stated a large part of the taxable property within the 
Commonwealth, which it now may do under the recently 
adopted income tax amendment.

In fact, under this amendment the Legislature may, if it so 
desires, exclude from the operation of the principle all property 
within the Commonwealth by taxing it all according to income 
derived therefrom.

A principle now so limited in its operation hardly partakes 
of that fundamental character by which it rightfully retains 
a place in the Constitution. In fact, the chief argument for the 
principle is only an argument for it as a principle general in its 
application, and not for it as a principle applying to the 
taxation of a limited portion of the taxable property of the 
Commonwealth. That argument is stated by the Supreme 
Judicial Court in Volume 195, Massachusetts Reports, at 
page 612, as follows: —

This rule of proportion was based on the obvious and just principle 
that the benefit which each person derives from government has direct 
relation to the amount of property which he possesses and enjoys under 
its sanction and protection.

It is clear, of course, that the words “ amount of property” 
in the sentence quoted mean “ whole amount of property,”  and 
it is further mathematically clear that if a just and proportional 
tax is secured by taxing all within the taxing district at the 
same rate upon all their property, so that the tax of each is 
in direct proportion to the whole amount of his property, that 
tax cannot be just or proportional which taxes some within 
the taxing district who are owners of real estate at one rate 
and others who are owners of intangible property at another 
rate. Taxes under such a system may be not at all in pro
portion to the total amount of property held by individual 
taxpayers. We are driven either to accept the principle as 
applied to all property or to abandon it altogether. By 
adopting the recent constitutional amendments, the people of 
this Commonwealth have approved the doctrine that a tax 
need not be proportional to be just. The Commission there
fore believes that the requirement should be removed from the 
Constitution.



To express its recommendation in other words, the Com
mission believes that if there is no principle which should be 
incorporated into our Constitution to prevent the classification 
of property for the purpose of taxing it by  an income tax at 
different rates, there can be no principle which ought to be 
retained to prevent the classification of property for taxation 
directly at different rates.

The Commission, however, does not rest its recommendation 
that the Legislature a second time approve the pending amend
ment solely on the ground that recent amendments have eaten 
up the original principle. It believes that the principle that 
taxes should be proportional has been very properly abandoned 
as not in accord with principles of taxation now generally 
accepted.

W e have previously noted that a common argument for the 
present provision is that it secures a distribution of tax burdens 
in proportion to benefits received.1 But while it would be 
difficult for the Legislature, even if unimpeded by constitutional 
provisions, to distribute with certainty and with equity the 
burdens of government on the theory of benefit, because it is 
practically impossible in most cases to measure the benefit 
which each individual receives, we believe that the task is im
possible for a Legislature limited by the provision that taxes 
must be proportional.

The pauper who at public expense is given the best of 
medical or surgical treatment at a modern hospital may owe 
life itself to organized government, while the strong and intelli
gent man who has attained wealth under our system of govern
ment might, through his strength and intelligence, have secured 
at least his own material comfort in a state of anarchy. It is 
incorrect to say that the amount of property which each 
enjoys is a measure of the benefit he receives from government, 
and that therefore he should pay taxes in proportion to his 
property.

M ost political economists and writers on the principles of 
taxation, while recognizing the fact that the benefits each 
enjoys from government are greater than any taxes he may ever 
be called on to pay, realize the impossibility of equitably

i See language quoted from O pinion o f Justices, page 34.



apportioning those benefits, and for this reason and others 
abandon the principle that taxes should be laid in proportion to 
benefits received. They adopt instead the more easily applied 
principle that the burdens of government should be distributed 
in proportion to the ability of the taxpayer to bear them.

Our present constitutional limitation does roughly comply 
with this requirement, for the amount of property a man 
possesses is certainly some measure of his ability to pay taxes. 
But in actual application it is no doubt a much less accurate 
measure than it was at the time the Constitution was adopted, 
since the increase of intangible property and even of many 
kinds of tangible property has added to the difficulties of dis
covery and assessment.

Further, the constitutional provision takes no account of the 
principle of progression, which in theory commends itself to 
most writers on taxation. A laboring man with an income of 
$600, a family of four children and property to the amount of 
$2,000 is much less able to pay an annual tax of $40 than is 
the man —  possibly a bachelor —  with $300,000 of productive 
property to pay a tax of $6,000. The tax in the second case, 
large as it is, does not demand a sacrifice from the taxpayer of 
actual necessaries of life. In our inheritance and succession 
tax, which has been held to be an excise and so not subject to 
the constitutional limitation under discussion, the Common
wealth has observed the principle of progression rather than of 
proportion. The Commission believes that most people familiar 
with the inheritance tax consider it more just in principle than 
is the property tax.

It should further be observed that the constitutional limita
tion under consideration takes no account of the diffusion of 
tax burdens. It is generally recognized that the actual burden 
of a tax often does not remain where the law first placed it. 
If a tax is levied on ground rent, it seems to be generally 
admitted that landlords alone pay it, but a tax on houses will to 
some extent fall on the tenants. A tax on machinery may 
have either the effect of adding to the price of the product, or, 
if that is impossible because of competition from outside the 
State where burdens are less oppressive, of driving certain 
manufacturers from the Commonwealth.



Because of such considerations the Commission believes that 
certain kinds of property cannot justly be taxed on income, and 
yet ought not to be taxed at the same rates as land values. 
Among such kinds of property are included live-stock and 
agricultural products, certain farm implements and machinery, 
and probably machinery employed in production and merchan
dise awaiting sale. But the Commission is not now recom
mending that the Commonwealth should at once adopt a 
system of taxation involving the principle of progression or 
relieve to any degree manufacturing or agricultural machinery 
from taxation. Its position is rather that it should be possible 
to take such action as may at the time commend itself to a 
majority of the Legislature, and to retain such changes so long 
as experience proves them wise. As tax laws produce very 
different effects when applied to different classes of property, it 
should be possible to give due consideration to those effects 
when framing laws.

The Legislatures of many States, including the neighboring 
States of New York, Pennsylvania, Rhode Island and Connecti
cut, possess this power to tax different classes of property at 
different rates, and it is often exercised for the purpose of 
developing the resources of their respective States, sometimes 
to the distinct loss of our own Commonwealth. The Com
mission believes that this right could wisely be granted to the 
Legislature of this State.

To sum up, the requirement of proportionality is wrong in 
theory and contrary to the best practice, and should be re
moved from the Constitution. The Commission therefore sub
mits a resolve for the second passage by the Legislature of the 
constitutional amendment striking out the words “ proportional 
and”  (Appendix IX .).

10. T h e  I n c o m e  T a x .

A . The Purpose and Effect of the Bill.
The Commission is unanimous in favor of legislation for the 

taxation of income, in accordance with the resolve providing for 
the appointment of the Commission and the vote of the people 
ratifying the constitutional amendment which authorizes such



a law. The Commission is not, however, entirely unanimous in 
respect to the details of such legislation. It reports a bill (Ap
pendix X .) which is favored by every member of the Commis
sion, except as set forth in the minority reports appended to the 
Commission’s report. In subsequent paragraphs of this part of 
the report will be found an explanation of the bill, and a pres
entation of some of the reasons for the adoption of certain of its 
provisions.

The Commission, while believing that the bill provides a 
more equitable system of taxation than that hitherto in force 
in this Commonwealth, realizes that a taxation measure to be 
successful must produce revenue. For the purpose of deter
mining the probable success of the act as a revenue producer, 
the Commission has conducted investigations and received evi
dence which may be of assistance to the Legislature.

This information is as follows: —
1. A survey of the real estate and personal property contained 

in statements of 4,615 estates throughout the Commonwealth, 
the total number filed in the office of the Tax Commissioner in 
the year 1914 for the purposes of the inheritance tax. This in
formation is annexed to this part of the Commission’s report, 
and marked Exhibit A.

2. An analysis of all the inventories of estates filed in the 
probate registry of Middlesex County in 1914, showing the 
total real estate and total taxable intangibles in those estates. 
This information is annexed to this part of the Commission’s 
report, and marked Exhibit B.

3. Information received from assessors of cities and towns as 
to the amounts assessed under the item “ all other ratable prop
erty,”  which includes automobiles, yachts, motor boats, car
riages, books, furniture, and, in fact, all other tangible personal 
property except machinery, stock in trade and live-stock, as 
well as intangibles and incomes from professions, trades and 
employments. This information, with an explanatory note, is 
annexed to this part of the Commission’s report, and marked 
Exhibit C.

In addition, in answer to inquiries, the Commission received 
replies from assessors, confirming the general impression that 
where an attempt is made to enforce taxation at a high rate



on intangibles, the result is that owners of such property either 
change its form to non-taxables or remove their residence to 
some other city or town having a low rate or where the law is 
not so strictly enforced, or to some other State having tax laws 
or administration more favorable to owners of intangibles. 
Among the places mentioned to which removals had been 
made were Orleans, Dover, New York, Rhode Island, Con
necticut, New Hampshire, Maine, Florida and California, and 
in many cases the names of the persons who removed for this 
reason, including some well-known citizens, were given.

Also, the Commission obtained information from assessors 
relative to the taxation of earned incomes under our present 
law, showing that 47 cities and towns make no attempt to 
tax such incomes, and only Cambridge, Fall River, Fitchburg, 
Lynn and Rockland appear to realize any substantial revenue 
from this source. The amount of incomes which these places 
assess is reported by  the. assessors to be in all $3,613,285. 
Their tax rates range from $20 to $23.20, showing that only 
those places which need the revenue badly attempt to enforce 
this part of our tax law. The total assessed value of incomes 
reported by 106 boards of assessors, which made replies on 
this subject, was $4,858,879. A t an average rate even of $22, 
this amount yields a revenue of but $106,895.

The Commission also received reports of the United States 
Commissioner of Internal Revenue, showing that 45 per cent, 
of the sum collected by  the Federal income tax on incomes of 
individuals is at a rate of 1 per cent, on incomes between 
$3,000 and $20,000, and that in Massachusetts the total sum 
collected from individuals is $2,683,084.53. There is no doubt 
that of the incomes of persons in this Commonwealth between 
$3,000 and $20,000, a very substantial part is derived from 
earnings. An estimate has been made to the Commission that 
earned incomes of $2,000 and upward, with the deductions pro
vided by the bill, will yield a revenue to this Commonwealth, 
at a rate of 1| per cent., of upwards of $1,000,000. The Com
mission finds it impossible to make an accurate estimate of the 
revenue from this source, but is satisfied that it will be large, 
and many times the amount now collected from the same 
source by cities and towns.



(a) The Revenue from the 6 Per Cent. Rate on Intangibles. ~  
The Commission is of opinion that the 6 per cent, rate on in
come from intangibles provided in the bill which it recommends, 
will secure a revenue at least as great as that now secured from 
intangibles, and probably much larger. Exhibits A and B, 
showing respectively the amounts of real estate and of taxable 
intangibles in estates throughout the Commonwealth of which 
statements were filed in the inheritance tax department, and 
the amounts of each of those kinds of property in estates in 
Middlesex County whose inventories have been filed in the 
registry of probate, show that there are in the Commonwealth 
more taxable intangibles than real estate.

Unquestionably, the figures taken from the estates of de
ceased persons, both from the Tax Commissioner’s office and 
from the registry of probate of Middlesex County, show a pro
portion of real estate to taxable intangibles less than that in 
estates of living persons, because it is a well-known fact that 
under our present laws many men, after reaching mature years 
and contemplating the disposition of their property after their 
death, change their investments from taxables to non-taxables, 
so that their widows and orphans may not be compelled to 
pay the present exorbitant rates. So many instances of this 
have come to the attention of so many people that it must be 
accepted as a factor in determining the actual proportion of 
taxable intangibles to real estate. On the other hand, it must 
be conceded that the ratio of taxable intangibles to real estate 
is greater in the estates that pay an inheritance tax than it is 
in the small ones which pay no tax. In Middlesex, a large resi
dential county with few wealthy towns and several manufac
turing cities, these small estates are undoubtedly more nu
merous in proportion than in Suffolk, with the wealth of Boston, 
or in Essex, Norfolk, Plymouth or Barnstable. This is con
firmed by the statement on page 63 of Part I. of Public Docu
ment No. 19 of 1914, showing 126,895 dwelling houses assessed 
in Middlesex, as compared with 83,488 in Suffolk, the county 
having the next largest number. W e may safely conclude that 
the ratio of taxable intangibles to real estate in the whole Com
monwealth is somewhere between that of 1.84, shown by the 
returns made to the Tax Commissioner’s office, and that of



1.08, shown by the inventories in the Middlesex probate 
registry.

lak ing all the facts above stated into consideration, it would 
seem that the correct ratio is half way between the two. For 
the sake of a wide margin of safety, however, let us lean 
toward the lower figure, and assume that there is in the whole 
Commonwealth $1.25 of taxable intangibles for every $1 of 
real estate. Following this ratio, which is certainly conserva
tive, the Commission estimates that the amount of taxable in
tangibles in the Commonwealth in 1914 was approximately 
$4,335,439,495. This is obtained by multiplying by 1.25 the 
1914 real estate figures of $3,468,351,596, taken from the April 
and December assessments, shown on page 63 of Part II. of 
Public Document No. 19. The Commission is confident that 
under the provisions for returns and disclosure contained in 
the accompanying bill, a tax can be collected upon not less 
than 80 per cent, of this amount, which is again $3,468,351,596. 
A tax of 6 per cent, upon the income of this sum, assuming 
the average rate of income to be 4 j  per cent., will be $9,364,- 
549.31.

This estimate is conservative. The ratio of taxable intan
gibles to real estate here used is probably too low. The Tax 
Commissioner and others who have made estimates place 
the total taxable intangibles, and therefore the total probable 
yield, at a 6 per cent, income tax rate, at much higher 
figures.

But even the result shown by the conservative figures of this 
Commission is a decided gain over the receipts from intangible 
property by local taxation under the present law.

Exhibit C shows that the total of “ all other ratable estate”  
assessed in the Commonwealth in 1914 was approximately 
$625,701,015. This includes besides intangibles the $100,000,000 
worth of automobiles in the Commonwealth, as estimated by 
the Highway Commission, which cannot and do not escape 
taxation to any extent, although they may not be assessed at 
their full value, also yachts, motor boats, and such carriages, 
wagons, books, furniture, jewelry, and incomes from professions, 
trades and employments as do not escape taxation. Although 
the total of these is not easily estimated, it is a very large



margin of safety, if the above total of “ all other ratable,” 
$625,701,015, is taken as the outside estimate of the total 
intangibles assessed in the Commonwealth. Indeed, we may 
subtract $25,701,015, leaving the outside estimate of assessed 
intangibles at $600,000,000, and still leave a margin of safety 
of upwards of $75,000,000.

It is known, and may be easily verified by comparing the 
figures in Exhibit C with the tax rates, that the bulk of intan
gible property in the Commonwealth is taxed at less than the 
average rate. An outside estimate of the average rate for in
tangibles is $15 per thousand. Estimating the intangibles taxed 
under our present laws as not more than $600,000,000, $15 
per thousand upon this sum is $9,000,000.

Cut down to the lowest reasonable estimate, therefore, the 
proposed 6 per cent, tax on intangibles will yield $364,000 more 
revenue than is collected under the present law.

As already stated, this estimate purposely errs on the side 
of conservatism.

An estimate of a total revenue higher than $25,000,000 from 
a 6 per cent, rate on the income of intangibles has been made 
to the Commission. It is possible hereafter to ascertain the 
facts with approximate exactness. An examination of probate 
records in every county, similar to that conducted by the Com
mission in Middlesex, would give a conservative and fairly ac
curate estimate of the ratio of taxable intangibles to real estate 
in the Commonwealth. The total could then be obtained in 
the same wav in which the Commission has made its estimate, 
by figuring the taxable intangibles at the same ratio to the 
total assessed real estate in the Commonwealth. The copies 
of valuation books for 1916, which must be filed with the Tax 
Commissioner, will furnish an accurate total of “ all other rat
able”  within the Commonwealth, from which a conservative 
estimate of the assessed value of automobiles, yachts, motor 
boats, vehicles, books, furniture and jewelry can safely be sub
tracted. If the Legislatures of 1916 and 1917 see fit to provide 
for the necessary expense, these figures will furnish a basis of 
calculation that can be used to make a conservative estimate 
of revenue, in which the large margins of safety employed by 
this Commission will not be necessary.



Some people have urged the Commission that inasmuch as 
a 6 per cent, rate will yield as much revenue as that now ob
tained from intangibles, or more, a 10 per cent, rate would 
yield even a greater revenue, and that in justice to owners of 
real estate this greater revenue ought to be obtained. The 
Commission believes, however, that there is serious danger that 
a 10 per cent, rate would yield not more revenue but less.

Abundant evidence was offered before the Commission that 
a 6 per cent, rate will be acceptable to owners of taxable securi
ties in general, and will not be evaded to any great extent. 
Much evidence was offered that a 10 per cent, rate will be 
unacceptable to many holders of such securities, and will there
fore inevitably result in changes of investments and of resi
dence. Statem ents'of the Tax Commissioner, special commis
sions and governors, as to loss of revenue from these causes, 
are possibly open to criticism as being mere estimates, but the 
actual facts stated by assessors in their letters cannot be ig
nored. Obviously, if the rate is so high as to be unsatisfactory, 
it will produce the same results that have followed discovery 
of taxable securities under our present system. Furthermore, 
no system of compulsory returns, even the very strict provisions 
recommended by this Commission, can discover all property, if 
the owners are determined to keep it concealed. In the begin
ning, it is better that the rate should err on the side of lowness, 
if at all. It is more feasible to advance the rate, after all avail
able property" has been discovered, than to reduce the rate to 
get back taxable property- which has been driven out of the 
State.

The Commission believes that it is necessary" for this Com
monwealth to take into consideration the tax laws and prac
tice of other States which are competing with Massachusetts 
for revenue from ’ intangible property.

New York at present taxes bonds by a registration fee, pay
ment of wrhich exempts the bond for its life. Stocks are not 
actually" taxed at all in New York, and that State now has under 
consideration an income tax law which provides for a rate of 
only 2 per cent, on the income from intangible property. 
Rhode Island has a 4-mill tax on the capital value of securities, 
which is not enforced by compulsory returns, and is substan



tially lower than a 10 per cent, rate on income. Connecticut 
and New Hampshire have laws which in their operation at least 
are as favorable as the 6 per cent, rate that this Commission 
recommends. In the last-named State a law has been proposed 
for a tax on the income of intangibles at local rates, averaging 
considerably less than 2 per cent.

In all these neighboring states enforcement is so lax that as 
a practical matter taxable securities can obtain there lower taxa
tion than will prevail in this Commonwealth under the 6 per 
cent, rate with the strict compulsory return provisions contained 
in the bill herewith submitted. The Commission believes, how
ever, that with a 6 per cent, rate the difference will be so slight 
as not to cause any substantial loss of business or revenue by 
removal to those other States; but that with a 10 per cent, rate, 
much business and much revenue would inevitably be diverted 
to New York and the neighboring New England States.

There is no reason of abstract justice in favor of 10 per cent, 
as against 6. Tw o successive legislatures, almost unanimously, 
and the people by an overwhelming vote, have accepted the 
principle that intangibles should be taxed at a different rate 
from real estate, and by a different method. There is no 
reason, therefore, for urging one rate over another as being a 
little nearer the rate on real estate. The action of the Legis
lature and of the people is not only conclusive in fact, but 
theoretically just. Securities represent interests in or debts 
secured by tangible property, which is itself taxable where situ
ated. They are of no use to their owners of themselves, but, 
only by virtue of the income yielded by the property they rep
resent. To tax them on their full value at the same rate as 
real estate is to double the tax.

(,b) The Rate of Per Cent, on Earned Incomes. —  For the 
tax on earned incomes the Commission recommends a rate of 
] i  per cent. At the present time such incomes are taxed at 
varying rates, according to the local tax rate. In providing for 
the State-wide enforcement of this tax, it is necessary to deter
mine upon a State rate. That favored by the Commission is 
slightly lower than the average tax rate throughout the Com
monwealth. Another rate strongly urged has been 2 per cent., 
which is slightly higher than that a\ erage.



Information received by the Commission, and already re
ferred to, shows that the present tax on earned incomes is very 
little enforced. This is especially true in communities whose 
finances are in good condition and whose tax rate is low. The 
bill proposed by the Commission provides for strict enforce
ment of the tax. T o  put the tax at a rate approaching the 
highest local tax rate would therefore result in requiring persons 
in the more favorably situated cities and towns, who have not 
been paying any income tax on their earnings, to pay one at a 
rate higher than the local tax rate.

In the face of a probable reduction in the exemptions allowed 
by the Federal income tax, the Legislature should proceed with 
great caution in fixing the rate, lest a* double burden be im
posed upon a large class in the Commonwealth who have been 
legally subject to our tax on earned incomes, but have not been 
called upon to pay it. I f the burden is made so heavy as to 
cause hardship, it will arouse opposition. M any a man will 
not object to having a tax to which he is now liable enforced if 
it is not at the same time increased. The rate, therefore, should 
be such that in the great majority of cities and towns there will 
be no increase in the amount of the tax.

As already shown, the revenue from this source should help 
to improve the State’s finances. It is enough to satisfy present 
needs, without resorting to a rate that may create hardship and 
arouse opposition. Added to the revenue from intangibles, it 
bids fair to lighten appreciably the tax burdens on real estate 
and tangible personal property throughout the Commonwealth.

(c) The Proposal to Tax Incomes o f Corporations. — The 
Commission has not included in the bill any provisions for 
the taxation of incomes of corporations. The revenue re
ceived from the present corporation franchise taxes is very 
large, and it would be impossible to determine in advance, 
even with a moderate degree of accuracy, what revenue would 
be received from corporations by a system of income taxation, 
without a much more exhaustive investigation than the means 
and time at the disposal of this Commission permit. As else
where pointed out, our corporation law needs revision, and it 
may well prove that the best method of taxing corporations is 
by a tax on corporate incomes. This Commission, however,



has recommended that no change be made in the general 
method of taxation of corporations until after most thorough 
study.

B. Explanation of the Provisions of the Bill in Detail.
The proposed income tax law provides for two things: a tax 

of 6 per cent, upon the income from what is known as intan
gible property, and a tax of 1| per cent, upon income derived 
from annuities, professions, employments, trades and business.

Income from intangible property is brought under the in
come tax because it is the taxation of this class* of property 
at the present varying rates of local taxation that has caused 
the chief evils in the existing system of taxation in the Com
monwealth. These evils, which have been set forth in numerous 
reports of tax commissions, messages of governors of the Com
monwealth, and reports of the Tax Commissioner, were one of 
the principal reasons for the passage of the constitutional 
amendment authorizing the imposition of an income tax at a 
uniform rate throughout the Commonwealth; and it is ap- 
pa rent That the resolution authorizing the appointment of the 
Commission contemplated the preparation of a plan for taxing 
the income from intangible property at a uniform State rate.

Incomes from annuities, professions, employments, trades and 
business are brought within the scope of the act because such 
incomes have long been taxed in this Commonwealth. It is to 
be presumed that the Legislature intended that this class of 
incomes should continue to be taxed, and it is obvious that if 
this is done such taxation should be at a uniform rate through
out the Commonwealth, in order to remove all inducements for 
taxpayers to change their place of domicile. An additional 
reason is that under the provisions for efficient administration 
which are herein recommended, this tax upon personal and 
business incomes will be much better enforced, and will yield 
considerably more revenue than at present.

The proposed tax upon the income from intangible property 
is carefully defined in section 2 of the act. It applies to the 
income derived from the classes of property mentioned in para
graphs 2 and 3 of section 4 of Part I of chapter 490' of the 
Acts of 1909. Especially it applies to interest received from



bonds, notes, money at interest and other debts due the tax
payer, and to dividends upon the shares of corporations, joint 
stock companies, and certain associations. In order to avoid 
double taxation, it is provided that interest upon savings de
posits that do not exceed the limits imposed by law, interest 
on mortgages on taxable real estate within the Commonwealth, 
and dividends upon the shares of Massachusetts corporations 
and national banks, shall be exempted from the income tax. 
It is also provided that United States bonds, and such bonds 
and notes of the Commonwealth and political subdivisions 
thereof as are at present exempt, shall be exempt from taxa
tion upon their income. In general, the effect of the proposed 
law will be to bring within the income tax the income from all 
classes of intangible property now taxable, but to pxempt from 
taxation upon its income such classes of intangible property as 
are now exempt by law from taxation.

A t one point, however, it has seemed desirable to recommend 
a departure from the existing practice. Shares of voluntary 
associations of all descriptions are now exempt from taxation, 
and there has developed in recent years a tendency to reor
ganize, in the form of voluntary associations with transferable 
shares, foreign corporations the stock of which was formerly 
taxable. In order to meet this situation, we have recommended 
that dividends derived from shares of partnerships, trusts 
and associations, the beneficial interest in which is rep
resented by transferable shares, shall be taxable at the rate of 
6 per cent., unless their property consists exclusively of real 
estate wherever situated and supplies therefor and receipts 
therefrom, or tangible personal property taxable within the 
Commonwealth, or shares of Massachusetts corporations, or 
intangible property subject to taxation under the proposed law, 
or two or more of such kinds of property. This will avoid the 
imposition of a double tax upon real estate, wherever situated, 
tangible personal property within the Commonwealth, the 
stock of Massachusetts corporations and intangible property 
reached by the income tax; but will subject to taxation upon 
their income the shares of associations doing business outside 
of the Commonwealth, and will thereby place these associations 
upon the same status as foreign corporations.



Some associations of this sort have owned intangible prop
erty that would be taxable if held by an individual, and ap
pear not to have been taxed thereon. The proposed law ac
cordingly provides that such associations, if the dividends on 
their shares of capital stock are exempt from taxation, shall 
pay to the Tax Commissioner of the Commonwealth an annual 
tax of 6 per cent, upon the income derived from taxable in
tangible property.

Another change which is proposed is found at the end of 
section 2, where it is provided that hereafter taxable intangible 
property held in pledge, on margin, or otherwise, by an agent, 
as security for a debt of his principal, shall be deemed to be 
the property of the principal, and the income arising therefrom 
shall therefore be taxable to such principal.

This is intended to meet the situation arising from decisions 
of our Supreme Court that such property is, at least for the 
purpose of taxation, the property of the agent. These decisions 
have the effect of placing the tax upon the wrong person, and 
if we are to have a strictly enforced income tax, it will be 
necessary to place the tax definitely upon the principal, who is 
the real party at interest, and should be the actual taxpayer.

Section 3 of the proposed law deals with the difficult subject 
of deduction of interest upon debts. The existing tax law of 
the Commonwealth allows such deduction only in the case of 
debts due the person to be taxed, which may be offset by “ the 
amount of debts for which he is indebted or pays interest.” 
In principle there is no reason why such offset for indebted
ness should be limited in this way, and the existing features of 
our tax law are purely arbitrary at this point. The practical 
difficulty of dealing with the question of offsets for indebted
ness makes it undesirable, however, to permit such offsets under 
a partial income tax, except on conditions that will safeguard 
the privilege from possible abuse. Such safeguards, however, 
are herein provided, and with them it will be practicable, as it 
undoubtedly is just, to permit taxpayers, under certain condi
tions, to deduct from their taxable income interest which they 
pay upon indebtedness.

The method followed in section 3 is to regard the income of 
the taxpayer and his indebtedness as a whole. It is provided



that a person applying for an offset for indebtedness shall file 
■ with the Tax Commissioner or income tax assessor a duplicate 
of his Federal income tax return, or, if he is not required to 
pay a Federal income tax, a return of his annual income in 
similar form. It is further provided that the taxpayer shall 
furnish such additional information as the Tax Commissioner 
shall from time to time require. By this means, the whole 
income of the taxpayer, under all the safeguards afforded by 
the act of Congress levying a Federal income tax on the whole 
amount of interest that he pays during the year upon indebt
edness, will be readily ascertained. It is then provided that 
the taxpayer may deduct from his income derived from taxable 
intangible property such a proportion of the interest paid upon 
indebtedness as his income derived from taxable intangible 
property shall bear to his gross income from all sources.

The practical effect of this will be, to take an extreme case, 
that if a taxpayer derives $ 1,000 of income from taxable in
tangible property, and $99,000 of income from other classes 
of property not taxable under this law, and if he at the same 
time has to pay $50,000 of interest upon indebtedness, he will 
be allowed to deduct from the $1,000 of income from taxable 
intangible property $500 of interest paid upon indebtedness. 
This offset, it will be seen, bears the same proportion to the 
taxpayer’s total payments for interest upon indebtedness that 
his $1,000 of income from taxable intangible property bears 
to his gross income from all sources. In principle this is right, 
and in practice it will under the proposed method of adminis

tration, lead to no abuses.
Section 4 of the proposed law authorizes an exemption of

$200 of income from intangible property in case of persons 
whose total income from all sources does not exceed $600. 
This is a departure from our present practice, under which a 
person holding any amount of intangible property, however 
small, is subject to taxation unless his circumstances justify 
the assessors in making an abatement. The proposed exemp
tion, however, is both just and expedient, and it will not affect
materially the revenue derived from the act.

Sections 5 and 6 of the act provide for a tax at the rate of 
l i  per cent, upon income from annuities, from professions, em



ployments, trades or business, in excess of the sum of $2,000. 
They substitute for the present indefinite and inadequate pro
visions of paragraph 4 of section 4 of Part I. of chapter 490 of 
the Acts of 1909 a definite and practicable plan of income 
taxation.

1 axable income is defined to include the gross income from 
the profession, employment, trade or business, including profits 
from the sale of capital assets employed therein, less the follow
ing deductions: (a) expenses incurred in the profession, trade 
or business; (b) a reasonable allowance for depreciation and 
obsolescence of property employed in the trade or business; 
(c) taxes paid within the year; (d) interest paid upon indebt
edness incurred in connection with the trade or business; (e) 
losses from the sale of capital assets or losses sustained by 
fire, theft or other casualties; (/) bad debts arising from the 
conduct of the profession, business or employment and deter
mined to be worthless and actually charged off during the 
year; (g) an amount equal to 6 per cent, of the assessed value 
of the tangible property employed in the profession, trade, 
business or employment; and (A) the sum of $500 for a hus
band or wife with whom the party lives, and $250 for each 
child under eighteen years of age, or parent actually depend
ent, but not to exceed in all $1,000.

W ith the exception of the two deductions last enumerated 
these authorized deductions from the gross income of the trade 
or business are of the kind customarily and necessarily author
ized by income tax laws. Probably a taxpayer would be en
titled to all of them under the existing statutes of the Common
wealth if an attempt were made strictly to enforce the taxation 
of business incomes, and it should become necessary to clear 
up the meaning of the very indefinite provisions of the existing 
law. If the income tax is to be made enforceable, as the pro
posed act contemplates, it is absolutely necessary to make clear 
and certain provisions of law upon all of these points.

The deduction described under (g) is consistent with the 
theory of the present law, which provides that income de
rived from property subject to taxation shall not be taxed, 
but it is intended to remove all uncertainty in this matter. 
It provides a deduction amounting to 6 per cent., which is



the legal rate of interest within the Commonwealth, of the 
assessed value. of the tangible property used in the business 
or employment and actually taxed. It also makes suitable 
allowance for cases in which the tangible property employed 
in the business is taxed under the laws of other common
wealths in respect of its income and not its capital value. 
This provides in as simple and practicable a manner as pos
sible against double taxation of property employed in the pro
fession, employment, trade or business and subject to taxation 
other than that imposed by the act.

Deduction (Ji), granting an additional exemption for married 
persons living together and for children and parents supported 
by them, recognizes, in a way which the Commission believes 
will commend itself, the principle that tax burdens should be 
distributed in proportion to the ability of the taxpayer to bear 
them.

Section 7 of the bill provides that income taxable under the 
act may be estimated upon a basis other than that of actual 
cash receipts and disbursements, that is, upon an accrual basis. 
It is impracticable to provide in sections 2, 5 and 6 that tax
able income shall always be accounted for upon an accrual 
basis, because many taxpayers do not keep books or do not 
keep them in such a manner that the accrued income can be 
estimated. These, of course, in general are the smaller tax
payers, and in order not to force them to adopt new and com 
plicated systems of bookkeeping it is necessary to define their 
taxable income in terms of cash receipts and disbursements. 
Section 7 merely provides a better and alternative form of 
accounting for persons who customarily keep their books upon 
an accrual basis.

Section 8 makes a simple and effective provision for reaching 
income of estates of decedents, and requires no explanation or 
comment.

Section 9, which relates to property held in trust, introduces 
certain changes in the practice of the Commonwealth which 
should be briefly explained.

Our present practice in dealing with property held in trust 
is illogical in theory and unfair and inexpedient in its practical 
operation. W e undertake to tax all beneficiaries who reside in



the Commonwealth, no matter where the trustee resides or may 
have derived his appointment, and then tax all trustees who 
are inhabitants of the Commonwealth even though some or 
all of the beneficiaries of the trusts reside in other States. 
The only definable principle upon which the existing law pro
ceeds appears to be “ heads I win and tails you lose,”  and it 
is clear that such an unfair law reflects no credit upon the 
Commonwealth.

Besides being unjust, it is highly inexpedient, because it has 
prevented inhabitants of Massachusetts from acting as trustees 
under many trusts the beneficiaries of which resided in other 
States. Here, as elsewhere, injustice in the provisions of our 
tax laws has reacted to the injury of the Commonwealth.

The act proposes that the new taxes levied upon income 
shall be governed by the domicile of the beneficiary and not 
by that of the trustee. For administrative convenience it pro
vides that taxable income shall be assessed to the trustee, but 
it does not impose a tax upon income from a trust that is pay
able to inhabitants of other States. In order to carry out con
sistently the principle of taxing the beneficiary, the act provides 
that an inhabitant of this Commonwealth receiving income 
from executors, administrators or trustees who are inhabitants 
of other States shall return such income for taxation in Massa
chusetts. Under this provision income from property which 
has in recent years to a considerable amount been placed in the 
hands of trustees in adjoining States for beneficiaries living in 
Massachusetts will remain taxable, and under the effective 
methods of administration herein provided will be fully taxed.

Section 9 also provides for corporations authorized under the 
laws of this Commonwealth to act as trustee by making them 
subject to taxation in respect of income received by them in 
the capacity of trustee in the same manner as for trustees who 
are inhabitants of this Commonwealth. It also provides that 
such corporations shall not be taxed in respect of indentures 
of mortgage or pledge to secure bonds and other evidences of 
indebtedness which are themselves taxable if owned by inhab
itants of the Commonwealth or the principal of which is exempt 
from taxation under the existing law. This will not subject to 
double taxation the income from corporation bonds and the



trustee who simply acts as such under indentures of mortgage 
or pledge to secure such bond issues.

Section 10, which relates to the income of partnerships, pro
vides a convenient method of taxing the income of such con
cerns to the partnerships themselves, and grants the separate 
partners the same exemptions that they would enjoy if they 
were taxed as individuals.

Section 11 makes appropriate provision for exempting from 
other taxation property of which the income is taxed, and also 
provides that nothing in this act shall affect the taxation of 
corporate franchises or impose a tax upon the income of prop
erty which is now expressly exempted from taxation by law.

Section 12 makes suitable provision for returns of taxable 
income. It provides for returns of income taxable under this 
act, with such further information as the Tax Commissioner 
shall in any case deem necessary, including even the details of 
the taxpayer’s income from all sources, whether taxable or not. 
It requires returns from all persons who are inhabitants of the 
Commonwealth at any time between the first day of January 
and the thirtieth day of June, inclusive, in any year, and 
thereby makes all such persons subject to taxation. W ith an 
income tax it is not possible to limit taxation to persons who 
are inhabitants of the Commonwealth on the first day of April 
in any year, and the adjustment there proposed is in principle 
fair, and in practice should prove easier to administer than 
any other.

Section 13 imposes heavy penalties for failure to file a return 
of taxable income. It also makes still more drastic provision 
in the case of persons who file fraudulent returns, and supple
ments its other requirements by provision that upon the peti
tion of the Tax Commissioner or ten taxpayers any justice of 
the Supreme Judicial Court or the Superior Court may issue 
a writ of mandamus requiring the filing of a return.

Section 14 provides for the assessment of the tax by the 
Tax Commissioner from the returns required by this act or 
in anv other manner, and authorizes him for the purpose of 
verifying any return made within two years to examine the 
books and papers of a taxpayer, either himself or by any prop
erly authorized officer. It further authorizes the Commissioner



to examine the taxpayer under oath. In case taxpayers fail to 
make returns, the Tax Commissioner is to ascertain the tax
able income according to his best information and belief and 
assess the taxpayer for twice the amount of such income. Pro- 
vision is further made for the assessment and collection of back 
taxes at any time within two years from the first day of Sep
tember of the year in which such taxes should have been 
assessed.

Sections 15 and 16 provide other simple administrative de
tails and require no comment.

Section 17 provides a new method of tax administration 
which is not only desirable but absolutely necessary if there 
is to be a uniform administration of the income tax throughout 
the State.

This section provides for dividing the State into income tax 
districts, and for the appointment by the Tax Commissioner 
of an income tax assessor for each district, who, under the 
direction of the Tax Commissioner, shall assist in the assess
ment of taxes upon income.

Such an arrangement will place the administration of the 
tax substantially in the hands of the Tax Commissioner, and 
will secure uniform enforcement throughout the Common
wealth. It will also provide in each income tax district a dis
trict assessor of incomes, who will do most of the detail work 
within the district. It will relieve the assessors of the several 
cities and towns of the labor and responsibility of enforcing 
the tax upon income, and will give them more time for the 
assessment of property subject to local taxation. Local asses
sors and collectors to the number of at least fifty, who ap
peared personally before the Commission, expressed themselves 
as in favor of State administration of the income tax.

Sections 18, 19 and 20 make suitable provisions for the col
lection of the income tax, for abatement and for appeals from 
assessment. They safeguard effectively the interests of the 
Commonwealth, and at the same time safeguard the rights of 
the taxpayer.

Section 21 deals with the difficult subject of the disposition 
to be made of the revenue derived from the income tax. It 
proposes a temporary adjustment for the year 1917, and leaves



the future disposition of the revenue to the determination of 
subsequent legislatures. While it might be desirable to make 
a final provision at this time for the distribution of the revenue 
from the income tax, it appears to be a sheer impossibility to 
do so. It is probable, furthermore, that the question can be 
best settled after the law goes into operation, and it is known 
exactly how much revenue it yields.

It is impossible to determine upon the disposition of the 
revenue now, because the matter is connected with the distri
bution of the direct State tax and the two things need to be 
treated together. The revenue from intangible property and ( 
from professional or business incomes now goes to the cities 
and towns where taxpayers are domiciled, and this fact is 
taken into account in the apportionment of the State tax. It 
is obvious that this revenue cannot be taken away from the 
cities and towns that now enjoy it without reapportioning at 
the same time the State tax, and it is obvious also that no such 
reapportionment of the State tax is possible until the income 
tax law has been put into operation, and it is determined how 
much personal property will be left subject to taxation by the 
cities and towns.

The bill proposes, therefore, that in the year 1917 the revenue 
from the income tax shall be distributed in such a manner as 
to maintain the status quo. It proposes that the Common
wealth shall retain only enough money to pay the cost of ad
ministering the income tax, and that the rest of the revenue 
shall be distributed to the cities and towns in such a manner 
that they will derive substantially the same revenue from the 
income tax and the local tax upon personal property in 1917 
that they received from all classes of personal property in 
the present year. Any surplus that arises under the act will 
be distributed to the cities and towns in the same proportion 
as they are required to contribute to the State tax for the year 
1917.

This adjustment is practicable and eminently fair to all con
cerned. Under it the status quo will be maintained for 1917, 
and the Legislature of 1918, with full knowledge of the revenue 
derived from the income tax and the amount of personal prop
erty remaining subject to local taxation, will be able to deal



wisely and justly with the question of the ultimate disposition 
of the revenue from the income tax. It will also be able to 
provide for a reapportionment of the State tax.

Section 22 makes a very necessary provision for the assess
ment of personal property in the cities and towns in the year 
1917. It provides that no taxpayer shall be assessed in that 
year for a less amount of personal property than he was taxed 
for in the previous year, unless he brings in a list of his tax
able personal estate as provided under the existing law. This 
provision needs to be made in order to insure the assessment 
at its full and true value of tangible personal property belong
ing to any taxpayer who receives the benefits of the new income 
tax. W ithout it the assessors would have to guess as to what 
proportion of the personal property assessed in 1916 represented 
intangible property and what part represented tangible. The 
result would be unsatisfactory in every way and considerable 
revenue might be lost to the localities, whereas under section 
22 we shall secure in 1917 a fuller assessment of tangible 
property than we have ever before had in this Common
wealth .

Section 23 provides for a necessary detail of administration, 
and sections 24, 25, 26, 27 and 28 provide for information at the 
source concerning taxable income. The usefulness of such pro
visions is beyond question.

Section 1 provides that the act shall apply to income received 
during 1916, which means that its administration will begin in 
1917. The Commission has carefully considered the question 
of giving the act immediate effect, but has decided on the pro
vision above stated for the reasons that follow. It would prob
ably be unconstitutional to tax revenue accruing prior to the 
adoption by the people in November of the constitutional amend
ment authorizing the passage of the act. It would be possible 
to tax income from November, 1915, to January, 1916; but it 
does not seem wise to impose a new system oi taxation for so 
short a part of a year, especially in view of the difficulty ol 
making local adjustments of taxation of the property the in
come of which would be subject to the State tax. Therefore 
the Commission has decided to recommend that the tax begin 
with income received after January 1, 1916. Collection of the



tax on this income cannot be made until the amount of the 
income is ascertained, and therefore must be postponed until 
1917.

F ollowing are the exhibits referred to early in the discussion of 
the income ta x : —

E x h i b i t  A.

Summary o f 4,615 Statements of Estates filed in the Inheritance Tax De
partment of the Tax Commissioner’s Office in 1914-

Total real e s t a t e , .......................................................................... $32,364,759 92
Total personal e s t a t e , ..................................................................121 919 776 64
Total tangible p e r s o n a l , ............................................................. 3  5 4 4  601 37
Total intangible p e r s o n a l , ....................................................  118,375,175 27

Of the intangible personal property —
(1) $58,382,636.44, or 49T3520 per cent, was clearly taxable.
(2) 44t |„ per cent was clearly nontaxable.
(3) TVs per cent consisted of deposits in Massachusetts trust com

panies, without stating whether check or savings accounts.
(4) 3t6j3o per cent consisted of mortgage notes, without stating in 

each case whether or not the mortgage was of real estate in Massachu
setts.

(5) 1 -No per cent consisted of bonds of the Commonwealth and of 
cities, towns and districts thereof, it not appearing whether any were of 
taxable issues.

(6 ) tIo  per cent consisted of deposits in bank (location not specified).
(7) *  per cent consisted of shares in associations or partnerships out

side of Massachusetts.
It is safe to assume that the greater part of the per cent consist

ing of deposits in trust companies was not in the savings departments of 
those trust companies, and was taxable, also that some part of the 3T0osff 
per cent consisting of mortgage notes and of the 1 ,V5 per cent consist
ing of State and municipal bonds was taxable. It therefore may safely 
be assumed that at least 1 per cent of the total intangible, in addition to 
the 49^% per cent clearly taxable, was taxable. This would make 
$58,382,636.44 plus $1,183,751.75, or $59,566,388.19 taxable.

This amount is 1.84 times $32,364,759.92, the total value of real estate 
in the same statements.

E x h i b i t  B.

Summary o f Approximately 2,336 Inventories in Estates filed in Middlesex
County in 1914-

Total real estate, . . . . . . . .  $6,542,415 21
Total intangible personalty clearly taxable, . . . 7,103,505 05

That is, the clearly taxable intangibles are 1.08 times the real estate.



E x h i b i t  C .

Comparison of “ All Other Ratable Property”  in the Cities and Towns of the 
Commonwealth in 1914 with Total Personal Property.

C i t i e s  a n d  T o w n s . All Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

A b i n g t o n , ................................................ $355,0001 $759,226 $22 80
A c t o n , ........................................ 507,880 848,432 17 00
Acushnet, . . . . 35,905 138,060 23 00
A d a m s , ........................................ 319,375 2,714,009 20 40
A g a w a m , ................................................ 215,000 481,947 18 70
A l f o r d , ........................................ 7,594 36,924 17 90
A m e s b u r y , ........................................................ 812,287 1,966,882 21 10
A m h e r s t , ........................................ 1,416,035 1,551,140 18 50
A n d o v e r , ........................................ 2,268,060 2,993,905 18 00
Arlington....................................................... 2,530,575 3,494,193 21 10
A s h b u r n h a m , ................................................ 125,0001 293,526 25 00
A s h b y , ............................................................................... 77,975 170,274 17 50
Ash f i e l d , ........................................................ 123,5001 282,220 19 50
A s h l a n d , ............................................................... 149,813 292,450 23 00
A t h o l , ....................................................................... 355,120 1,978,980 22 40
A t t l e b o r o , ................................................................ 2,880,755 8,102,895 19 20
A u b u r n ,............................................................................... 89,835 296,724 15 40
A v o n , ................................................................ 85,637 166,872 20 60
A y e r , ............................................................................... 169,335 469,131 18 20

B a r n s ta b le , ....................................................................... 1,970,400 2,392,540 15 40

B a r r e , ............................................................................... 158,815 954,550 17 00

B e c k e t , ............................................................................... 88,519 187,010 18 00

B e d f o r d , ........................................................................ 194,120 343,493 19 50

B e l c h e r t o w n , ................................................................ 14,995 179,400 20 00

B e llin g h a m ,........................................................................ 30,040 176,800 18 00

B e l m o n t , ........................................................................ 2,165,575 2,287,685 21 00

B e r k le y ,................................................................................ 37,984 113,213 19 00

B e r l i n , ............................................................................... 55,995 156,250 15 00

B e r n a r d s t o n , ................................................................ 51,428 133,426 17 20

B e v e r ly , ............................................................................... IS,814,875 20,813,985 15 50

B i l l e r i c a , ........................................................................ 273,564 1,492,185 14 00

B la c k s t o n e , ........................................................................ 177,0001 416,150 22 10

B l a n d f o r d , ........................................................................ 50,0001 123,303 21 00

B o l t o n , ............................................................................... 31,290 132,050 18 00



C i t i e s  a n d  T o w n s . A ll Other 
Ratable.

Personal, 
including Resi-i 

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

B o s t o n , ................................................ $150,000,000 » $312,411,800 $17 50

B o u r n e , ................................................................................ 2,900,0001 3,046,985 12 80

B o x b o r o u g h , ................................................................ 10,0001 54,541 14 00

B o x fo r d ,................................................................................ 566,564 898,431 7 80

B o y l s t o n , ........................................................................ 6,530 76,834 20 90

B r a i n t r e e , ........................................................................ 1,040,585 1,638,694 18 80

Brewster................................................................................. 211,215 292,830 14 00

B ridgew ater,........................................................................ 913,988 1,369,023 17 00

B r i m f i e l d , ......................................................................... 34,834 139,734 15 75

B r o c k t o n , ........................................................................ 6,920,235 12,863,712 22 70

B r o o k f i e ld , ........................................................................ 74,910 76,834 24 00

B r o o k l i n e , ........................................................................ 45,987,900 47,933,200 14 50

B u c k l a n d , ........................................................................ 36,486 419,365 14 00

B u r l in g t o n , ........................................................................ 80,954 171,261 13 40

C a m b r id g e , ......................................................................... 11,271,111 23,485,095 21 40

C a n t o n , ................................................................................ 2,702,058 3,413,008 16 80

C a rlis le ,................................................................................. 20,169 100,136 18 00

C a r v e r , ................................................................................ 97,525 141,330 16 75

C h a rlem on t,........................................................................ 12,000 165,142 24 00

C h a r l t o n , ........................................................................ 56,500 298,520 17 30

C h a t h a m , ........................................................................ 336,100 424,470 14 00

C h e lm s fo rd ,........................................................................ 127,685 1,219,115 15 70

Chelsea.................................................................................... 731,050 4,055,610 24 00

C h e s h i r e , ........................................................................ 107,000 ‘ 214,712 16 10

C h e s te r , ................................................................................ 59,000» 194,603 25 00

C h ester fie ld ,........................................................................ 26,635 95,609 17 00

C h i c o p e e , ........................................................................ 446,410- 4,552,950 18 70

C h i l m a r k , ........................................................................ 61,331 89,466 13 00

Clarksburg............................................................................. 10,060 73,059 23 00

C l in t o n , ................................................................................ 189,130 2,174,687 26 00

C o h a s s e t , ........................................................................ 5,399,679 5,478,299 14 00

Colrain.................................................................................... 50,718 385,497 19 00

C o n c o r d , ........................................................................ 3,451,248 4,006,848 17 30

C o n w a y , ........................................................................ 55,000 ‘ 233,138 18 00

C u m m i n g t o n , ................................................................ 21,630 89,520 19 00

2,318,798 2,803,907 12 75



Comparison of “ All Other Ratable Property” in the Cities and Towns of the 
Commonwealth in 1914 with Total Personal Property — Continued.'

C i t i e s  a n d  T o w n s . A ll Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

D ana........................................................ $35,581 $107,457 $21 50
D a n v e r s , ........................................ 1,351,275 2,010,950 20 40
D artm outh ............................................ 18,219 1,236,725 19 60
D edham , ................................ 4,969,150 5,793,015 18 00
D e e r f i e l d , ................................ 245,534 564,338 16 20
D e n n i s , ........................................ 307,245 369,235 19 50
D i g h t o n , ........................................................ 60,015 291,051 17 80
D o u g l a s , ........................................................ 162,480 397,506 • 16 40
D o v e r , ................................ 6,836,330 6,979,765 5 50
D r a c u t , ........................................................ 72,254 458,687 25 90
D u d le y , ........................................................ 95,340 664,600 25 20

D u n s t a b l e , ........................................................................ 105,108 145,255 15 20

D u x b u r y , ................................................................ 1,045,148 1,137,445 15 00

East B r i d g e w a t e r , ........................................................ 193,592 797,973 20 80

Eastham , . ........................................................ 171,526 193,299 17 50

E a s t h a m p t o n , ................................................ 77,869 2,227,170 19 00

East L o n g m e a d o w ,........................................................ 49,120 172,590 17 30

E a s t o n , ................................................................................ 3,796,229 4,370,645 13 15

E d g a r to w n , ........................................................................ 129,656 191,604 20 00

E g r e m o n t , ....................................................................... 55,451 129,674 12 25

E n f i e ld , ............................................................................... 97,250» 355,320 17 50

E r v i n g , ................................................................................ 30,045 314,848 13 50

E s s e x , ................................................................................ 198,5001 301,974 20 00

E v e r e t t , ................................................................................ 593,450 5,126,550 23 30

F a ir h a v e n , ........................................................................ 289,470 868,152 20 50

Fall R i v e r , ........................................................................ 4,560,450 41,980,768 23 20

Falm outh.............................................................................. 12,407,760 13,201,549 10 40

F i t c h b u r g , ........................................................................ 3,408,667 10,454,506 21 00

F lo r id a , ................................................................................ 43,500 65,426 25 50

Foxborough, ........................................................................ 184,040 496,420 18 30

F r a m i n g h a m , ................................................................ 1,552,920 4,006,956 19 00

F r a n k l i n , ........................................................................ 628,355 1,324,645 20 50

F r e e t o w n , ........................................................................ 41,615 188,130 19 00

G a r d n e r , ........................................................................ 1,711,667 3,626,502 19 30

G ay H e a d , ....................................................................... 5,3851 10,855 11 00

G eorg e tow n ,....................................................................... 136,518 315,153 20 00



C i t i e s  a n d  T o w n s . A ll Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

G i l l , ................................................................. $36,227 $89,858 $18 00
Gloucester.............................................. 3,216,720 5,711,608 22 00

G o s h e n ,................................................ 7,300 31,671 13 60

G o s n o l d , ................................................ 32,175 49,195 6 50

G ra fto n ,................................................................ 218,575 1,035,935 19 50

G ra n b y ,................................................................. 92,065 194,565 16 00

G r a n v i l l e , ................................................................. 53,5001 113,096 23 00

Great B a r r i n g t o n , ......................................................... 990,375 2,013,539. 13 00

G r e e n f ie ld , ......................................................................... 2,233,605 4,464,692 16 20

G r e e n w ic h , ......................................................................... 21,108 54,883 20 60

G r o t o n , ................................................................................. 2,084,611 2,400,580 9 00

Grovel a n d , ........................................................................ 62,482 258,092 22 20

H a d le y , ................................................................................ 131,0001 394,730 20 50

H a li fa x , ................................................................................. 28,207 55,946 18 60

H a m i l t o n , ......................................................................... 3,200,0001 3,579,424 10 00

H a m p d e n , ......................................................................... 26,387 86,592 14 00

H a n c o c k , ......................................................................... 92,939 147,390 11 70

H a n o v e r , ........................................................................ 615,700 714,670 15 20

H a n so n ,................................................................................. 213,100 333,430 13 50

H a r d w i c k , ......................................................................... 9,139 1,387,294 17 50

H a r v a r d , ......................................................................... 578,330 710,252 11 40

H a r w i c h , ......................................................................... 155,160 303,228 19 00

H a t f i e l d , ......................................................................... 369,645 481,948 18 90

H a v e r h i l l , ......................................................................... 4,994,575 11,039,428 18 60

H a w le y , ................................................................................. 17,598 52,205 22 00

H eath....................................................................................... -2 82,735 20 00

H i n g h a m , ......................................................................... 2,550,450 2,963,602 17 00

H i n s d a l e , ........................................................................ 75,007 193,693 19 75

H o l b r o o k , ........................................................................ 190,0001 359,258 20 70

H o ld e n , ................................................................................. 184,667 393,611 20 80

H o l l a n d , ........................................................................ 3,905 11,922 21 60

H olliston ................................................................................. 148,900 309,103 22 00

H o l y o k e , ........................................................................ 4,084,540 15,842,969 18 80

H o p e d a l e , ................................................ ........ 7,351,454 8,681,355 12 00

H o p k i n t o n , ......................................................................... 181,775 347,405 20 50

H u b b a r d s t o n , ................................................................ 72,300 158,180 25 50



Comparison of “ All Other Ratable Property”  in the Cities and. Towns of the 
Commonwealth in 1914 with Total Personal Property —• Continued.

C i t i e s  a n d  T o w n s . A ll Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

SI,000.

H u d s o n ,................................................ $260,758 $953,322 $21 70

H u l l , ................................................ 196,845 542,558 16 70

H u n tin g to n ,................................................ 58,000i 170,865 26 00

I p s w ic h , ........................................................................ 554,946 1,493,617 18 00

K i n g s t o n , ........................................................................ 236,765 376,685 21 60

L a k e v i l l e , ................................ 165,0001 315,1101 13 20

L a n c a s t e r , ................................................ 4,867,764 5,049,776 12 00

L a n e s b o r o u g h , ................................................................ 37,477 94,412 17 00

L a w r e n c e , ........................................................................ 2,405,350 22,117,765 18. 00

L e e , ................................ 228,322 723,857 23 00

Leicester................................................................................ 261,090 712,483 24 00

L e n o x , ........................................................ 2,792,071 2,856,219 16 00

L e o m in s te r ,........................................................................ 824,392 2,311,112 21 50

L e v e r e t t , ................................................ 60,0001 132,743 16 20

Lexington.............................................................................. 2,075,0001 2,587,681 21 00

L eyden ................................................................................... 28,957 28,957 16 00

Lincoln, ................................................................................ 2,135,971 2,509,588 12 00

L i t t l e t o n , ........................................................................ 124,976 276,746 18 70

L o n g m e a d o w , ................................................................ 496,350 548,365 13 50

L o w e l l , ................................................................................ 6,087,505 22,081,636 21 90

L u d lo w , ................................................................................ 58,954 2,261,061 16 00

L u n e n b u r g , ........................................................................ 34,590 183,799 16 20

L y n n , ................................................................................ 7,848.195 19,342,470 20 00

L y n n f i e l d , ........................................................................ 65,000i 123,169 16 50

M a ld e n , ................................................................................ 5,866,250 9,733,670 20 00

M a n ch ester ,........................................................................ 8,037,445 8,527,240 11 20

M a n s f i e l d , ........................................................................ 434,325 1,186,405 21 20

M arb leh ea d ,........................................................................ 970,495 1,389,346 22 00

M a r io n , ................................................................................ 3,530,420 3,594,210 10 40

M a r l b o r o u g h , ................................................................ 820,585 2,677,231 23 00

M a r s h f ie ld , ........................................................................ 367,102 540,041 16 50

M a s h p e e , ........................................................................ 165 8,920 18 50

M a t t a p o i s e t t , ................................................................ 501,128 590,525 17 00

M a y n a r d , ........................................................................ 45,226 1,293,178 18 40

M e d f i e l d , ........................................................................ 410,877 572,666 11 70

M e d f o r d , ........................................................ 3,123,100 3,594,210 20 40



C i t i e s  a n d  T o w n s . All Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$ 1,000.

M e d w a y , ........................................................................ $70,780 $331,690 $22 00

M e lro s e ,................................................................................ 1,735,400 2,680,705 21 70

M e n d o n ,................................................................................ 46,380 112,463 20 00

M e r r i m a c , ........................................................................ 74,905 194,312 22 00

M e t h u e n , ........................................................................ 249,060 1,646,856 20 70

M id d le b o ro u g h ,................................................................ 591,845 988,935 23 00

M id d le f ie ld ,........................................................................ 13,535 50,092 20 00

M id d l e t o n , ........................................................................ 22,173 83,750 9 50

M il f o r d , ................................................................................ S10,695 2,611,105 20 70

M i l l b u r v , ........................................................................ 110,555 1,137,808 22 00

M illis........................................................................................ 109,615 441,925 21 20

M i l t o n , ................................................................................ 11,787,124 18,273,969 11 80

M o n r o e , ................................................................................ 15,0001 74,496 18 00

M o n s o n ,................................................................................ 178,710 473,405 19 30

M o n t a g u e , ........................................................................ 16,000 1,218,869 17 80

M o n t e r e y , ........................................................................ 16,244 49,888 14 25

M o n t g o m e r y , ................................................................ 6,834 33,969 17 20

Mount W a s h in g to n ,........................................................ 19,199 24,269 16 50

N a h a n t , ................................................................................ 5,250,0001 5,677,735 12 00

N a n t u c k e t , ........................................................................ 652,885 915,575 18 50

N a t i c k , ................................................................................ 1,963,500 2,803,625 21 60

N e e d h a m , ........................................ ....... 1,139,905 1,618,320 18 70

New A s h f o r d , ................................................................ 725 8,885 20 20

N ew B ed ford ........................................................................ 7,673,575 41,045,757 23 20

New B r a in t r e e , ................................................................ 25,355 90,059 17 00

N e w b u r y , ........................................................................ 252,639 430,000 10 00

N ew bu ryport....................................................................... 2,370,000 4,732,927 20 00

N ew  M a r lb o r o u g h , ........................................................ 79,095 219,775 22 50

N ew  S a le m ,........................................................................ 33,448 78,160 21 00

N e w to n ,................................................................................ 26,249,370 27,698,120 18 80

N o r fo lk , ................................................................................ 54,372 281,455 14 50

N orth A d a m s , ................................................................ 1,855,0001 4,204,240 19 10

N ortham pton ....................................................................... 1,969,580 4,755,522 17 80

N orth A n d o v e r , ................................................................ 813,487 1,566,402 21 50

N orth  A t t l e b o r o u g h , ................................................ 1,602,835 3,312,510 20 50

N o r t h b o r o u g h , ................................................................ 187,672 498,406 12 50



C omparison of “ All Other Ratable Property”  in the Cities and Towns of the 
Commonwealth in 1914 with Total Personal Property —  Continued.

C it ie s  a n d  T o w n s . All Other 
Ratable.

Personal,
I including Resi 
1 dent 
j Bank Stock.

Tax 
, Rate per 
1 $1,000.

Northbridge, . $1,200,960 $2,761,283 $18 50
N orth  Brookfield, . . . . 195,964 511,201 15 60
N o r t h f i e l d , ........................................ 43,609 227,671 20 70
N orth R eading..................................... 36,825 132,840 21 00
N orton ................................. 243,0001 408,639 19 20
Norwell, . . . . 251,920 322,644 18 00
N orw ood, 3,117,065 5,203,495 ; 11 00
Oak B l u f f s , ....................................... 118,0001 201,800 20 00
Oakham, 28,355 75,844 15 60
Orange, . . . . 352,275 1,090,050 22 00
O rle a n s ,....................................... 2,970,530 3,061,226 3 00
O t i s , ........................................................... 10,0001 44,018 19 50
O x f o r d , ..................................................................... 225,824 467,449 19 30
Palmer, . 294,693 1,753,378 22 00
P axton ...................................................... 14,030 64,864 20 00
P eabody, . . . . . 2,043,500 5,276,700 18 60
P e lh a m ,........................................................... 49,625 100,269 12 50
Pem broke, . . . . . . 89,000i 153,420 19 40
P e p p e r e l l , ........................................................... 178,703 646,276 21 20
P e r u , ......................................../ . 3,015 21,035 18 00

P e t e r s h a m , ..................................................................... 213,972 265,570 17 80

P h i l l i p s t o n , ..................................................................... 12,915 45,858 20 50

P i t t s f i e l d , ..................................................................... 3,915,355 8,467,345 19 80

Plainfield, . . . . . . . . 9,565 49,007 22 00

P l a i n v i l l e , ..................................................................... 30,000 246,930 22 70

P lym ou th ............................................................................. 881,350 3,836,110 18 40

P lym pton , . . . . . . . . 10,430 52,408 16 20

P r e s c o t t , ..................................................................... 7,074 38,907 15 30

Princeton.............................................................................. 484,495 583,042 16 60

P r o v i n c e t o w n , ........................................................... 691,526 699,573 23 50

Q u in c y , ............................................................................... 7,006,740 7,006,740 22 20

R a n d o l p h , ..................................................................... 454.0752 586,450 21 80

Raynham , . . . . . . . . 43,823 329,775 13 00

R e a d i n g , ..................................................................... 1,032,115 1,433,470 19 20

R e h o b o t h , ..................................................................... 79,533 222,356 17 30

R e v e r e , ............................................................................... 450,388 1,561,334 23 60



C it i e s  a n d  T o w n s . All Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

Richm ond, $125,586 $194,483 $23 00
Rochester, 118,0001 163,313 12 00
Rockland, . 692,400 692,400 22 40

Rockport, 293,881 497,071 19 00

Rowe, . . . . . 64,218 102,434 23 50

R o w le y ,............................................................ 1,348,004 1,431,064 9.50

Royalston, . . . . . 65,0001 177,257 18 00

R u s s e l l , ........................................................... 41,658 519,167 15 50

Rutland, . . . . . . 61,966 178,835 20 00

Salem, . . . . . . . . 8,000,0001 12,130,400 20 00

Salisbury, . . . . . . . 100,370 174,555 21 60

S a n d is f i e ld , ....................................................................... 29,104 81,964 20 30

Sandwich, ....................................................................... 331,450 466,125 18 20

Saugus, . . . . . . . . . 183,766 670,436 25 40

Savoy....................................................................................... 7,970 58,110 26 00

S c i t u a t e , ....................................................................... 837,110 1,083,630 18 50

Seekonk, . . . . . . . . 115,0001 204,355 15 50

S h a r o n ,................................................................................. 600,0001 881,696 17 70

Sheffield.................................................................................. 78,685 210,365 15 50

Shelburne, . . . . . . . . 161,303 477,802 14 00

S h e r b o r n , ....................................................................... 1,066,791 1,175,486 9 80

S h ir le y , ................................................................................. 88,445 395,880 17 20

Shrewsbury, . . . . . . . . 271,070 370,968 16 00

Shutesbury, . . . . . . . . 30,196 49,517 14 00

Somerset, . . . . . . . . 208,912 289,457 18 30

Som erville, . . . . . . . . 4,310,540 8,734,094 21 10

S o u t h a m p t o n , ........................................ .......... 59,684 137,569 20 00

S o u t h b o r o u g h , ........................................ .......... 543,878 728,137 14 40

Southbridge, ............................................................ 825,275 2,391,439 21 00

South H a d l e y , ............................................................ 219,371 593,350 22 90

South w ick , . ............................................................ 91,0001 189,845 16 00

Spencer, . ...................................................................... 425,0001 851,510 15 50

Springfield, ...................................................................... 20,314,575 34,211,751 16 50

Sterling................................................................................... 66,610 215,075 14 70

S t o c k b r id g e , ...................................................................... 1,430,855 1,632,435 17 10

Stoneham ............................................................................... 372,975 733,270 22 70



Comparison of “ All Other Ratable Property”  in the Cities and Towns of the 
Commonwealth in 1914 with Total Personal Property —  Continued.

C it i e s  a n d  T o w n s . All Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

SI,000.

Stoughton, . ............................................................ $230,309 $710,987 $22 40

S t o w , ................................................................................ 161,000> 316,648 17 00

S t u r b r i d g e , ...................................................................... 49,845 152,423 16 40

S u d b u r y , ...................................................................... 91,475 377,655 18 50

S u n d e r la n d , ...................................................................... 47,940 135,869 16 00

Sutton, . ...................................................................... 74,434 515,324 22 50

Sw am pscott.......................................................................... 5,555,819 5,858,819 16 08

S w a n s e a , ...................................................................... 524,584 649,477 21 00

T a u n t o n , ...................................................................... 3,946,595 7,641,859 21 20

T e m p l e t o n , ...................................................................... 124,189 547,536 22 20

T e w k s b u r y , ...................................................................... 192,534 298,504 19 00

T i s b u r y , ...................................................................... 303,505 545,078 13 00

T o lla n d ,................................................................................ 7,635 26,325 14 50

T o p s f i e l d , ...................................................................... 2,100,0001 2,373,977 8 00

Tow nsend, ...................................................................... 88,494 359,581 17 00

T r u r o , ................................................................................ 50,000 * 97,410 18 50

T y n g s b o r o u g h , ............................................................ 68,109 129,759 14 00

T y r in g h a m , ...................................................................... 13,604 49,887 19 30

U p t o n , ................................................................................ 181,344 353,139 18 00

U x b r i d g e , ...................................................................... 555,000 1,771,480 19 50

W a k e f i e l d , ...................................................................... 1,158,564 2,512,797 23 40

Wales....................................................................................... 15,0001 46,225 13 70

W a lp o le ,............................................................................... 1,147,799 2,742,809 16 00

W a l t h a m , ...................................................................... 3,543,300 9,257,900 18 00

W a r e , ............................................................................... 597,390 1,720,225 19 30

W a r e h a m , ...................................................................... 757,706 1,187,099 17 00

W a r r e n ,........................................................... 169,159 735,116 17 70

W a r w i c k , ...................................................................... 94,644 116,608 15 80

Washington, . . . . . . . . 24,445 46,320 18 50

W a t e r t o w n , ...................................................................... 1,750,0001 3,278,300 21 20

W ay l a n d , ...................................................................... 915,890 1,019,796 16 70

W eb ster ,............................................................................... 3,338,723 4,556,802 14 90

W e l l e s l e y , ..................................................................... 7,865,022 8,276,272 12 00

Well f l e e t , ..................................................................... 203,650 259,260 20 00

W en d e ll,............................................................................... 55,0001 133,384 15 50

W e n h a m , .................................................. 1,676,850 1,737,050 8 00



C it ie s  a n d  T o w n s .

______
A ll Other 
Ratable.

Personal, 
including Resi

dent 
Bank Stock.

Tax 
Rate per 

$1,000.

Westborough, . . . . $158,404 $539,130 $20 90

West B o y l s t o n , ........................................ 76,145 162,755 14 50

West B r i d g e w a t e r , ........................................ 254,889 337,062 19 60

West B ro o k fie ld ,................................................................ 114,114 236,076 20 50

W e s t f i e l d , ........................................................................ 540,500 2,588,236 22 60

W e s t f o r d , ........................................................................ 230,955 729,548 16 00

W e s t h a m p t o n , ................................................................ 24,0001 53,963 19 00

W e s t m i n s t e r , ................................................................ 53,444 173,525 20 50

West N e w b u r y , ........................................ 239,735 239,735 12 00

W e s to n ,................................................................................. 4,900,0001 5,142,039 10 50

W e s t p o r t , ......................................................................... 173,000 368,325 18 00

West S p r i n g f i e l d , ......................................................... 413,145 1,590,554 • 17 00

West S t o c k b r i d g e , ......................................................... 42,830 120,745 19 00

West T i s b u r y , ................................................................. 271,116 326,422 9 00

W e s t w o o d , ......................................................................... 2,400,0001 2,770,700 10 40

W e y m o u th ,......................................................................... 1,064,765 1,984,435 18 25

W h a t e l y , ........................................................................ 49,771 159,340 13 70

W h i t m a n , ......................................................................... 460,708 1,224,708 22 90

W ilb ra h a m ,........................................................................ 66,634 384,109 11 00

Williamsburg......................................................................... 114,436 293,101 20 50

W ill ia m s t o w n ,................................................................. 1,195,221 1,595,667 17 30

W ilm in gton ,......................................................................... 215,394 341,084 17 60

W i n c h e n d o n , ................................................................. 443,633 1,237,468 22 40

W in ch e ste r ,......................................................................... 5,217,000 5,573,080 17 40

W indsor,................................................................................ 8,747 59,022 19 90

W i n t h r o p , ......................................................................... 850,0001 1,948,650 21 00

W ob u rn ,................................................................................ 1,456,324 2,762,435 26 00

W o r c e s t e r , ........................................................................ 18,345,000 * 39,235,679 19 60

W o r t h i n g t o n , ................................................................ 30,987 88,154 20 00

W r e n t h a m ,........................................................................ 178,563 315,524 22 80

Y a r m o u t h , ........................................................................ 1,037,654 1,293,639 16 00

T o t a l , ........................................................................

T otal resident bank stock  in C om m onw ealth ,

T ota l personal property actually subject to  local 
taxation.

$625,701,015 $1,176,463,014

39,224,417

$1,137,238,597



Explanatory Note to Exhibit C.

The total of “ all other ratable estate,”  $625,701,015, given above, must 
be accepted as an outside figure beyond which the amount of intangible 
property actually taxed in 1914 did not go. Assessors are required to 
keep this item in a separate column in a book called the “ valuation book,” 
and to add up the totals; and, except in the case of Boston, every third 
year a copy of the “ valuation book ”  must be filed with the Tax Com
missioner. Comparison has been made with the valuation books for 1913, 
in the Tax Commissioner’s office, for the purpose of verifying some of the 
figures given, as a check on the accuracy of all.

The figures “ all other ratable”  include automobiles and other vehicles, 
yachts, motor boats, books, furniture, jewelry and various other articles, 
as well as intangible securities. The Highway Commission estimates the 
approximate value of automobiles alone in 1914 as $100,000,000.

This large sum by itself is more than enough to offset possible errors by 
assessors *in understating the figures.

The above figures were given in reply to a letter from the Commission 
to the assessors of all the cities and towns in the Commonwealth, which 
read as follows: —•

R o o m  4 2 9 ,  S t a t e  H o u s e ,  
B o s t o n ,  Aug. 6 , 1915.

Honorable Board o f Assessors.
G e n t l e m e n : —-T he Special Commission created by chapter 134 of the Resolves 

of 1915 to investigate and report on the question of the advisability of changes in 
the tax laws understands that, in accordance with section 55 of Part I. of chapter 
490 of the Acts of 1909, you  have on your books in separate columns the valuation 
o f the stock in trade, live stock, machinery and the other personal estate of each 
individual, the last mentioned in a column marked “ all other ratable estate," 
or “ all other personal estate.”

The Commission has voted to ascertain the amount included under the last- 
mentioned heading in the whole Commonwealth during the year 1914. In ac
cordance with that vote you are respectfully requested to take from your books of 
1914 the total o f “ all other ratable estate,”  or “ all other personal estate,”  which 
we understand means all personal property other than stock in trade, live stock and 
machinery, including both the April and December assessments, and transmit the 
same to  the Commission on the enclosed postal card.

We shall greatly appreciate your co-operation in enabling us to make a complete 
and speedy tabulation of figures. We shall also welcome any suggestions you may 
be willing to make for improvements in the tax laws, and shall be pleased to notify 
you of our hearings if you so desire. We enclose copies of the resolve under which 
we are acting and of the proposed constitutional amendment referred to in the 
resolve.

Yours respectfully,
J o h n  D. W r i g h t ,

Secretary.



4 ^  each letter was enclosed a postal card, addressed to the Commis
sion, and containing the following printed form to be filled out by the 
assessors: —•

The assessed valuation of all personal property other than stock in trade, live

stock and machinery assessed in the o f ................................................. for the year
Tow n J

1914, and included on our books in the column “ all other ratable estate,”  is 
$ .......................

Assessors of the J?lty o f ...............................................Tow n
B y ..................................................................

Three hundred and three boards of assessors made reply, and the figures 
are those given by them. In the other fifty cases estimates were made by 
the Commission after considering the proportion of “ all other ratable”  
to total personal in cities and towns similarly situated as to location, tax 
rate and known presence of large industries having machinery and mer
chandise, or colonies of wealthy persons, also by comparison with the 1913 
figures in the Tax Commissioner’s office so far as readily available.

In many cases the assessors’ figures are obviously taken from the books, 
and are correct. In  other cases they are apparently estimates, made in 
the absence of accurate totals on the books. In a few cases the assessors 
have apparently tried to give the intangibles alone. For these reasons the 
Commission has left the figures as they came, instead of attempting to 
deduct the tangibles included in the description of “ all other ratable.”  
This furnishes a margin of safety, in value of automobiles, yachts, motor 
boats, vehicles, furniture, etc., of at least $ 1 0 0 ,0 0 0 ,0 0 0 .

C O N C L U S IO N .

The foregoing sets forth the Commission’ s reasons for making 
the several recommendations embodied in the bill herewith sub
mitted. The Commission has considered whether or not it 
should confine itself exclusively to that which it was particu
larly directed to do by the resolve providing for its appointment, 
namely, the drafting of a law or laws providing for the taxation 
of incomes; but believes that under the discretionary power 
given by the resolve in the words “ shall make such investigation 
relative to the necessity and advisability of changes in existing 
tax laws, and recommend such suggested changes in the said 
laws as it shall deem necessary or expedient,”  it has been justi
fied in making as thorough an investigation of the entire tax 
question as has been possible.



The recommendations herewith submitted by no means com
prise all that the Commission might have offered, if it had been 
possible to do so without interfering with the serious and careful 
consideration of the matters deemed to be of most immediate 
importance.

N ATH A N  A. TUFTS, Chairman.
H E N R Y  G. WELLS.
GEORGE P. D R U R Y .
F R E D E R IC K  B. FELTON.
ALLISON G. CATH ERON.
W ILL IA M  M . M cM O RRO W .
F R E D E R IC K  T . FULLER.
W A LTE R  H. C REAM ER.



D I S S E N T I N G  R E P O R T S .

R E G A R D IN G  T H E  R A T E  P E R  CEN T. T H A T  IN C O M E SHALL
BE T A X E D .

In dissenting from the report of the majority of the Com
mission as to the proper amount to tax incomes derived from 
intangible property, we recommend that a tax rate of 10 
per cent, be imposed on the incomes taxable under the pro
visions of section 2 of the act providing for the taxation of 
incomes, submitted by the majority of the Commission.

W e believe that any less rate will fail to provide sufficient 
revenue, and will result in an unnecessarily increased tax burden 
on real estate and industries. W e believe that any estimates to 
the contrary are largely guesswork, and that in the making of 
such a radical change in our taxation system as is provided by 
the bill of the m ajority it is important that there be a sufficient 
margin of safety.

W e also believe that a tax rate of less than 10 per cent, on 
the incomes derived from intangibles is far from equitable, 
especially when the average rate on capital invested in real estate 
and tangible personal property will be at least $18 on a thousand.

A  tax rate of 10 per cent, on incomes from intangibles would 
average only from $4 to $5 on a thousand capital value, while 
a tax rate of 6 per cent., as recommended by the majority of the 
Commission, would average only from $2.40 to $3 a thousand 
capital value, which in our opinion is unjust discrimination in 
favor of the holder of intangibles. Savings bank deposits are 
now taxed one-half of 1 per cent., which is a tax rate of $5 on 
a thousand capital value, and we do not feel that we can recom
mend a lower tax rate for holders of intangibles than is paid on 
the savings of the thrifty poor.

W A LTE R  H. C R E A M E R . 
F R E D E R IC K  T. FU LLER . 
F R E D E R IC K  B. FE LTO N .



R E G A R D IN G  CO M PA R A TIV E  T A X  BU RD EN S ON DOMESTIC 
IN D U STR IE S A N D  FO REIG N  IN V E ST M E N T ; ALSO POLL 
T A X E S.

There are many excellent recommendations in the report of 
the majority of the Commission, and in them I am glad to 
concur. Some recommendations made by them I believe to be 
more or less injudicious. I  will state all such recommendations 
that in m y opinion come within this category.

To begin with, I have felt compelled to sign a dissenting 
report with two of my associates, disapproving the tax rate on 
incomes from taxable intangibles proposed by the majority of 
the Commission. M y reasons for doing this are given in that 
report.

I also believe that there is some danger in allowing owners 
of securities to decide for themselves whether or not their 
securities are taxable. I believe that the bill for a tax on 
incomes submitted by the majority sincerely attempts to guard 
against this danger, but if the provisions of section 12 of the 
bill could be made more stringent I should feel much better 
satisfied.

The chief respect, however, in which I find myself unable to 
agree with the recommendations of the rest of the Commission 
relates to its proposed taxation of earned incomes. I am opposed 
to any tax on the incomes earned by profession, employment, 
trade or business, and especially to the tax rate suggested by 
the majority, for the following reasons: —

At present, both intangible personal property now taxable, 
and earned incomes in excess of $2,000, are taxable at local 
rates and without compulsory returns, and each property right 
largely escapes taxation. The majority of the Commission now 
proposes to compel returns on the incomes from taxable in
tangibles and on certain earned incomes in excess of $2,000. 
It also proposes to reduce the tax rate on these intangibles 
(moneys largely invested outside the State) from a present 
average tax rate in 1914, according to the Tax Commissioner, of 
$18.09 per thousand, to what is in effect a tax rate varying 
from $2.40 to $3 per thousand. It only proposes to reduce the 
tax rate on the taxable financial compensation of those usefully



employed in the industrial development of this State from this 
same average of $18.09 per thousand to $15 per thousand. In 
other words, the majority of the Commission would reduce the 
present tax burden on foreign investments 83 to 85 per cent., and 
would reduce the present tax burden on certain incomes earned 
in Massachusetts only 16 to 17 per cent.

This, in m y opinion, is an unwise and serious discrimination 
against those who contribute most to the upbuilding of our 
Commonwealth. So much for the proposed tax rate.

Furthermore, I do not believe that any revenue that may 
be derived from the tax on these business incomes is needed, 
provided the recommendations of our Commission for increased 
taxation of inheritances, legacies and successions, and for 
increased taxation of corporate privileges, and of part of our 
Commission for a tax rate of 10 per cent, on certain intangible 
personal property, should become law.

Should the revenue from these proposed taxes eventually 
prove insufficient, I  would strongly recommend that any 
additional taxes that might be necessary be levied on those 
forms of property that are not wealth but only the capitalized 
value of opportunities to produce wealth, instead of on the just 
rewards of the useful ability now largely occupied in promoting 
employment for labor and in contributing to our prosperity. 
In other words, I believe it would increase the prosperity of the 
State, and even the land values of the State, much faster, to 
impose any additional taxes that might be necessary on those 
who hold out of development the usable resources of the State, 
rather than on those who usefully develop these resources, as 
proposed by the majority.

Between the systems of taxation last above mentioned there 
is a great economic gulf. Taxes have opposite, effects. The 
tax on workers tends to check industry. The tax on fore
stalled tends to the development of industry, by forcing the 
holders of our resources to use them.

I also recommend the total abolition of the poll tax, in 
accordance with the following bill: —



A n  A c t  t o  a b o l i s h  t h e  P o l l  T a x .

Be it enacted, etc., as follows:

S e c t i o n  1 . Part I of chapter four hundred and ninety of the acts 
of the year nineteen hundred and nine is hereby amended by striking 
out section one thereof.

S e c t i o n  2. This act shall take effect upon its passage.

I regard the burden of the poll tax as an unequal one. The 
tax levied is neither in proportion to the taxpayer’s ability to 
pay nor in proportion to the benefits he receives from the 
community. The tax is expensive to collect, its abolition 
would add but slightly to the property tax, and the burden 
would eventually fall on the consumer, where it belongs.

I also present a bill below to repeal the present tax on earned 
incomes: —

An A c t  p r o v i d i n g  f o r  t h e  R e m o v a l  o f  t h e  T a x  o n  I n c o m e  from  
P r o f e s s i o n , T r a d e  o r  E m p l o y m e n t .

Be it enacted, etc., as follows:
S e c t i o n  1. Section four of Part I of chapter four hundred and ninety 

of the acts of the year nineteen hundred and nine is hereby amended by 
striking out the fourth and last paragraph of the said section.

S e c t i o n  2. This act shall take effect upon its passage.

W A L T E R  II. CREAM ER.

R E G A R D IN G  T H E  IN C O M E T A X  A N D  A D D ITIO N AL 
SOURCES OF REVEN U E.

With full recognition of the valuable work accomplished by 
the Commission and embodied in the majority report, and 
highly appreciating also the courteous and patient consideration 
which has been accorded by all the members to the suggestions 
which I have offered, I feel constrained, notwithstanding, to 
dissent from the conclusions of the majority in several impor
tant respects.

This difference of opinion has arisen largely from a different 
understanding of the duties of the Commission, and of the 
extent of the task intrusted to it by the Legislature. The



language of chapter 134 of the Resolves of 1915, under authority 
of which the Commission was appointed, is broad and explicit. 
The Commission was directed to consider “ the necessity and 
advisability of changes in existing tax laws, and recommend 
such changes as it shall deem n^^ssary or expedient.”  This 
charge precedes the direction to 4 p t  such legislation as may be 
necessary to carry into effect the im'ome tax amendment to the 
Constitution ratified at the last lta|tt election, and the two 
taken together seem clearly equivafenY to a command to bring 
to the attention of the Legislature all statutory changes that 
in the Commission’s opinion are necessary to make our system 
of taxation as perfect as it can be made under the Constitution 
as it now stands, leaving it to the Legislature to determine how 
far it is practicable to put the program of reform into immediate 
operation, and what portions, if any, it is necessary or expedient 
to postpone until the practical workings of the changes first 
adopted can be determined by experiment.

It should be remembered, also, that unjust tax laws inflict 
a fresh injury by  each annual assessment upon such taxpayers 
as are compelled thereby to bear more than their fair share of 
the public burdens,_ including, in the common opinion of 
taxation experts, the great m ajority of direct and indirect tax
payers and practically all citizens of small or moderate means. 
Such being the case, while the Legislature might well be 
excused for failing to enact remedial legislation that was not 
suggested to it by  a Commission like the present one, both 
Commission and Legislature are inexcusable, in my opinion, if 
for any reason the one fails to suggest and the other to 
adopt at the earliest practicable moment such remedies as are 
clearly seen to be necessary and just.

T h e  T a x a t io n  o f  I n c o m e s .

The chief respects in regard to which I find myself unable to 
assent to the recommendations of the majority report relate to 
certain important features of the proposed income tax bill, and 
to the decision reached regarding other available sources of 
additional revenue. The changes in the majority plan which I 
suggest would in my opinion demonstrably yield a further new 
revenue at least sufficient to offset the present State tax, and



would relieve tangible property from taxation to an extent 
equivalent to a reduction of between $2 and S3 in the average 
tax rate throughout the Commonwealth.

The principal defects in the proposed income tax bill, as 
finally adopted by the Commission, appear to me to be (a) the 
failure to carry the classification of incomes and the substitution 
of income taxes for property taxes far enough, and especially 
the refusal to apply the principle to the taxation of the incomes 
of corporations; (b) too low rates; (c) excessive exemptions; 
and (d) inadequate provisions to secure compulsory returns.

(a) Incomes 'proposed to be taxed.
In effect, the bill proposes to substitute a tax of 6 per cent, 

on the income derived from securities now subject to assess
ment at local rates for the property tax to which they are now 
legally liable, —  in other words, to reduce the legal rate of 
taxation upon them from the present average of say I f  per cent, 
to a uniform rate of 3 mills upon a 5 per cent, bond, 2.4 mills 
on a 4 per cent, bond, 1.8 mills on a 3 per cent, bond, and so 
on. It also proposes to tax at the uniform rate of I f  per cent., 
subject to certain deductions and exemptions to be discussed 
later, the incomes of individuals, partnerships and associations 
(but not of corporations) derived from a profession, employ
ment, trade or business, —  a tax nominally not greatly differing 
in amount, on the average, from the local tax on such incomes 
which is already legally assessable, but in practice is collected 
only to an almost negligible extent.

Taken in connection with the machinery to compel dis
closures which is elsewhere incorporated in the bill, the practical 
effect seems inevitable that a new burden would be placed on 
individuals and partnerships from which corporations would 
remain exempt, whereupon, whenever the tax was material in 
amount, those liable to it would become incorporated at once, 
and the only persons paying the tax would be the individual 
possessors of moderate incomes, —  the very class, broadly 
speaking, already disproportionately burdened by our present 
laws.

The bill which I offer as a substitute is an attempt to carry 
out the broad general principle of taxing alike, and, as far as



possible upon an income basis, all industry whether incorporated 
or not. Lnder its provisions the income tax would be the 
only tax imposed upon personal earnings or business profits 
except in cases where local taxes on real estate and fixed 
machinery used in the industry equal or exceed the income tax, 
which would then be entirely remitted. By this method better 
than by any other —  except the abolition of all taxes save those 
on land values, special privileges and incomes —  the burdens of 
taxation may annually be laid in direct proportion to the 
ability to bear them. A  great though indirect advantage of 
this plan is that it encourages industry and attracts new 
industries by remitting taxation only where and when and 
while such relief is really needed, and does away with the 
pressure for temporary or permanent exemptions from property 
taxation. Such exemptions are always dangerous, are almost 
certain to inure to the benefit of prosperous concerns that need 
no such special relief, and lead to mutually injurious rivalries 
between municipalities and States that end in increased taxation 
of industry in general for the benefit of a favored few. In the 
long run all taxes are of course paid from income, and the 
advantages of placing them directly upon incomes are so mani
fest that were all property employed productively, instead of 
being to so great an extent diverted to purposes of pleasure or 
speculation, the taxation of incomes would probably, in pro
gressive States, soon supplant property taxes altogether.

(.b) Inadequate Rates.

In addition to concurring with the objections of two other 
members of the Commission to the 6 per cent, rate on income 
from so-called intangible personal property, on the grounds 
forcibly set forth by them in the first dissenting report, I 
object also to the low rate proposed on professional and business 
incomes. I cannot see the equity of allowing the professional 
man who has no taxable investments, real or personal, but 
enjoys an earned income of $5,000 a year, to escape with a tax 
of $30 to $45, when the average farmer or home-owning 
mechanic with a quarter of the income must pay two or three 
times as much. The rate seems to me still more inadequate 
when applied to business incomes, which in my judgment



should be classified separately, since they are in part a return 
upon capital invested and in part the reward of personal 
effort. The Constitution, in providing that “ the general court 
may tax income not derived from property at a lower rate than 
income derived from property,”  recognizes a principle that I 
believe to be absolutely sound, but one which is entirely ignored 
in this provision of the majority bill. In my opinion, based 
upon such investigation as I have been able to make into the 
actual percentage of income that concerns now adequately 
taxed are obliged to set apart for taxes, the rate of 5 per cent, 
which I suggest would, to say the least, not increase the tax 
bills of any factory or store that is not now enjoying an unfair 
exemption from taxation. If, however, the rate suggested by 
me is really too high, abundant evidence of that fact will 
certainly be supplied to the Legislature while the bill is pending. 
If, on the other hand, the Commission’s rate is too low, 
voluntary testimony to that effect is not likely to be forth
coming.

It is to be noted that the actual difference in rates is much 
less than the apparent difference, since my proposal is to de
duct from the income tax the whole amount of local taxes, 
while the majority bill in effect allows the deduction of only 
I 5 per cent, of such taxes.

(c) Excessive Exemptions. .
In principle, I believe in a properly graduated income tax 

with no general exemptions at all, so that, as in Germany, the 
smallest wage earner shall have a slight but conscious stake in 
the government, and a realized interest in economy of adminis
tration. But such a tax is at present out of the question, 
partly because the income tax just adopted is so drawm as 
probably to forbid graduation, and partly because many public 
securities have been sold tax free and the income from them 
could not now be taxed without a breach of the public faith. 
I recognize some force, also, in the argument that it is expedient 
to discriminate, as our present system attempts to do, in favor 
of the investment of Massachusetts capital in Massachusetts 
industries. I feel, however, that the discrimination that now 
practically —  not merely nominally —  exists is sufficient, and



that the difference which would result from the actual enforce
ment of the legislation now proposed would be entirely too 
great. The existence of a total exemption of such large extent 
would also greatly increase the complexity of the law and render 
its enforcement more difficult. These difficulties would largely 
disappear, in m y judgment, upon the adoption for the income 
from these securities of a rate one-half that upon investments in 
enterprises outside the State. Both classes of investments, by 
the way, are as a rule the investments of the well-to-do; and in 
taxing the latter at one-half the rate imposed upon savings 
bank deposits, the investments of the thrifty poor, the 
Legislature, it seems to me, would be going quite far enough 
in the attempt to attract capital to Massachusetts industries by 
this particular method.

(d) Compulsory Returns.
The entire success of the present attempt to abolish tax 

dodging and secure the assessment at a reasonable rate of all 
or most of the billions of taxable personal property that is now 
evading taxation hinges, in m y opinion, upon the provision of 
adequate machinery for securing from every one liable to the 
income tax a full disclosure of his. actual income; and in this 
vital respect I regard the m ajority bill as an absolute failure. 
The provisions of sections 12 and 13, taken in connection with 
the total exemption of income from dividends of domestic 
corporations, make it certain, I believe, that except in rare 
instances neither assessors nor groups of taxpayers will institute 
mandamus proceedings to compel returns in face of the strong 
possibility that the particular person or persons selected may be 
able to show that his income is of this class, —  a fact that the 
petitioners would have, as a rule, no reliable means of ascertain
ing beforehand. The result would be to relegate this alleged 
means of compelling returns to the same innocuous desuetude 
that has overtaken the present device of compulsion through 
the “ doom ing”  power of boards of assessors, and we should 
still have returns only from trustees, executors and others 
whose escape is prevented by other statutes, and those 
individuals, unfortunately all too rare, who are either too 
conscientious or too timid to attempt to evade taxation. These



are not the classes now holding the bulk of untaxed intangibles; 
and accordingly, in my judgment, these provisions of the 
majority bill are even worse than no attempt whatever to 
provide for compulsory returns.

A d d it io n a l  S o u r c e s  o f  R e v e n u e .

I am of the opinion that in justice to the great body of tax
payers the Legislature should go much further than the majority 
recommends, in the direction of seeking additional revenue in 
the taxation of monopolies and special privileges conferred by 
legislative acts, of privileges that impose special burdens on tax
payers generally, and of productive property that from its 
peculiar nature now escapes taxation altogether. I accordingly 
urge the passage of the appended bills relative to the fees 
derived from liquor licenses, increased registration fees upon 
automobiles, and the taxation of receipts of theatres and 
moving-picture exhibitions.

B y limiting the number of liquor licenses the Commonwealth 
has created a monopoly of a value greatly in excess of the 
annual license fee, and this value, so long as the really costly 
and demoralizing traffic is permitted at all, should be covered 
into the public treasury to defray in part the heavy expendi
tures which the traffic indirectly makes necessary. To leave it 
in private hands is not only grossly unjust but it makes available 
a large corruption fund with results that are too often traceable 
in State and city elections and in the administration of 
municipal affairs. The objections of the liquor interests and 
their servants and allies are as transparent as they are unsound. 
The opposition offered by certain representatives of the Anti- 
Saloon League at the hearing upon the bill seems to be based 
upon a desire to abolish liquor license fees altogether, on the 
ground that they constitute a bribe to induce taxpayers to vote 
for license. If this objection is sound, which I do not believe, 
it certainly has no bearing upon the main considerations above 
suggested.

Representatives of the automobile associations were equally 
strenuous in opposition to the proposed increase of registration 
fees; but in this I am confident they were not representative of 
the deliberate opinion of the general class of automobile owners,

T\



of whom I am one. M any of us certainly are aware that if the 
revenue that would result from this increased tax were applied, 
as it would be, to the betterment of country roads, we would 
individually save more in tires and repairs than we would lose 
in registration fees, to say nothing of the increased comfort 
and pleasure in riding. It is certain at all events that some 
measure, if not this one, must soon be taken to relieve our 
country towns from some part of the new and extraordinary 
expense occasioned by the rapid deterioration of ordinary 
highways under automobile traffic.

A  very large part of the highly productive property, such as 
moving-picture films, scenery, etc., used by theatres is migratory 
and practically escapes taxation. It is believed that the tax 
proposed would not be transferred by increases of admission 
fees, but would merely result in taxing such tangible personal 
property to about the same extent that other personal property 
used for business purposes, but more easily reached for assess
ment, is already taxed.

S u g g e s t e d  L e g is l a t io n .

Liquor License Fees.

A n  A c t  t o  p r o v i d e  f o r  P r e m i u m s  i n  C o n n e c t i o n  w i t h  L i q u o r

L i c e n s e s .

Be it enacted, etc., as follows:

S e c t i o n  1 . The fees for liquor licenses shall be such amounts as shall 
be fixed by  the board having authority to issue licenses in each city or 
town, subject to the provision that no fee shall be less than the amount 
named in section nineteen of chapter one hundred of the Revised Laws, 
and that in addition thereto there shall be a premium to be determined 
as follows: —

On or before the first day of April in each year the licensing boards 
of the cities and towns in which licenses are to be issued shall notify, by 
circulars conspicuously posted in each voting precinct, all persons desiring 
a license, to  submit sealed proposals stating what premium if any the 
application offers to pay in addition to the fee fixed by  said board, and 
submitting evidence of moral fitness in such form as the several boards 
may prescribe. N ot later than the fifteenth day of April the sealed pro
posals shall be opened, and a full list of the. applicants, with the premium 
offered by each, shall be given to the press and filed for record. Licenses 
not exceeding in number the limits prescribed in section thirteen of said 
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chapter one hundred shall thereafter be awarded in the discretion of the 
boards to approved applicants selected from said lists, upon payment 
of the fee and the offered premiums if any.

S e c t i o n  2 . This a c t  shall t a k e  e f f e c t  u p o n  its  p a ssa g e .

Taxation of Motor Vehicles.
A n  A c t  t o  e s t a b l i s h  t h e  F e e s  f o e  t h e  R e g i s t r a t i o n  o f  M o to r  

V e h i c l e s  a n d  f o e  t h e  R e n e w a l  o f  L i c e n s e s  t o  o p e r a t e  M otor  
V e h i c l e s .

Be it enacted, etc., as follows:
S e c t i o n  1. Section twenty-nine of chapter five hundred and thirty- 

four of the acts of the year nineteen hundred and nine, as amended by 
chapter six hundred and ninety-five of the acts of the year nineteen hun
dred and fourteen, is hereby amended by striking out the said section 
and inserting in place thereof a new section, as follows: ■— Section 29. 
The commission or its authorized agents shall collect fees as follows: — 

For the registration of every motor cy7cle, including the right of the 
owner thereof to operate the vehicle, three dollars. For the registration 
o f  every motor vehicle equipped in whole or in part with hard tires of 
rubber, metal or other material, thirty7 cents for each hundred pounds of 
the weight of the vehicle and its load when loaded to its full or normal 
carrying capacity; and fifty cents additional for each horse power devel
oped by the motor at full capacity.

For the registration of all other motor vehicles, whether used for com
mercial purposes or otherwise, twenty-five cents for each hundred pounds 
of the weight of the vehicle and its load when loaded to its full normal 
capacity, reckoning the average weight of each passenger at one hundred 
and fifty pounds; and fifty7 cents additional for each horse power
developed by the motor at full capacity.

For the registration of m otor vehicles owned or controlled by manu
facturers or dealers, or owned by a non-resident; for the substitution of 
registrations, additional copies of certificates, and additional number 
plates or seals, the fees prescribed in said chapter six hundred and ninety- 
five of the acts of the year nineteen hundred and fourteen.

For every chauffeur’s license, three dollars. For each renewal of such 
license, one dollar. For each original owner’s license to operate motor
vehicles, other than motor cy7cles, five dollars. For each renewal of the
same, two dollars: 'provided, however, that copies of certificates and other 
documents relative thereto may be supplied without charge to public 
officials, and original certificates and licenses may -be used without charge 
to members of the foreign diplomatic corps, as provided in said chapter 
six hundred and ninety7-five.

S e c t i o n  2. Fifty per cent of the increase in fees prescribed by7 this 
act over the fees prescribed by  said chapter six hundred and ninety7-five 
shall be retained by the highway commission and applied to the main-



lenance of the state highways, and*the remaining fifty per cent shall be 
distributed annually in November to the several cities and towns of the 
commonwealth in proportion to the mileage of main thoroughfares not 
state highways in each municipality that during the sixty days preceding 
are found by the commission to be oiled or otherwise rendered waterproof 
and wear-resisting and maintained in a satisfactory condition.

S e c t i o n  3 . This act shall take effect on the first day of January, 
nineteen hundred and sixteen.

I

Theatrical Exhibitions.
A n  A c t  r e l a t i v e  t o  t h e  T a x a t i o n  o f  C e r t a i n  T h e a t r i c a l  E x h i 

b i t i o n s .

Be it enacted, etc., as follows:

S e c t i o n  1 . Proprietors of theatres, and proprietors or agents of other 
public exhibitions or shows where moving-picture films, productions, or 
theatrical scenery are used and a charge for admission is made, shall, 
unless the entire proceeds of such charge is devoted to charitable or re
ligious purposes, pay for the use of the commonwealth a tax equal to five 
per cent of the receipts of admission, deducting from such tax all local 
taxes paid b y  them upon the real estate and tangible personal property 
employed in such exhibitions, and also deducting any local or state tax 
upon the income derived therefrom levied under the provisions of any 
law for the general taxation of business incomes.

S e c t i o n  2 .  This act shall take effect on and after the first day of 
January, nineteen hundred and seventeen.

Suggested Amendments of the Income Tax Bill.
I recommend the passage of the bill submitted by the 

majority of the Commission, with the following changes: —•
(a) Strike out section 2 and insert the following new 

section: —

S e c t i o n  2 . For purposes of taxation, incomes are hereby classified 
as follow s: —

Class 1. Tax-exempt Incomes.
(a) Incom e from bonds of the United States and of the state, counties 

and municipalities of Massachusetts.
(b) Incom e from real estate, or from the rental of personal property 

taxable in Massachusetts.
(c) Individual shares of partnership earnings or profits taxable to the 

partnership.
id) Interest upon deposits in savings banks and savings departments, 

and on other interest-bearing credits taxable at the source.



Class 2. Special Massachusetts Investments.
(а) Dividends of Massachusetts corporations.
(б ) Interest on so much of debts secured by  mortgage of taxable prop

erty in Massachusetts as does not exceed the assessed value of the mort
gaged property.

The rate of taxation of incomes of this class shall be five per cent.

Class 8. Other Interest-bearing Credits.
Income from all interest-bearing credits, including dividends on shares 

in all corporations and joint-stock companies organized under the laws of 
any state or nation other than the commonwealth of Massachusetts, ex
cept such part of said income as is included in class one. Incomes of this 
class shall be taxable at the rate of ten per cent.

Class 4- Earnings.
Salaries (except of officers of the United States government), wages,, 

commission, fees, retainers or other compensation for services rendered 
by  individuals, partnerships or corporations (including trustees), deduct
ing office rent, clerk hire, advertising and other expenses incurred in 
obtaining the income, but no personal or family expenses.

Incomes of this class shall be taxable at the rate of three per cent.

Class 5. Manufacturers’ Profits.
Manufacturing profits of individuals, • partnerships, associations or 

corporations, deducting such portions as the tax commissioner shall 
decide to have been derived from business outside the commonwealth. 
In determining such profits, the tax commissioner shall allow the deduc
tion of actual expenses of operation and maintenance, including adver
tising, interest on money borrowed or debts incurred for business purposes, 
a reasonable allowance for annual depreciation and the salaries or other 
compensation of officers, brokers and counsel if reasonable in amount;, 
but there shall be allowed no deductions of earnings applied to the in
crease of capital assets, or to personal or family expenses. Interest paid 
upon money borrowed shall be allowed as a deduction to the extent only 
that the proceeds of such loans have been applied to the expenses of 
operation or maintenance, or, if applied to extensions of plant or business, 
to the extent only that the interest is included in the taxed incomes of 
residents of this commonwealth.

Incomes of this class shall be taxable at the rate of five per cent; but 
the tax commissioner shall upon request of the taxpayer abate such In
come tax by  deducting therefrom the amount of all local taxes on real 
estate and machinery occupied or employed in Massachusetts for business 
purposes by  the petitioner, and payment of the income tax herein provided



shall also exempt the taxpayer from the payment of any local tax upon 
merchandise within the commonwealth, and from the taxes upon cor
porate franchises imposed by sections forty to fifty-six, inclusive, of chap
ter four hundred and ninety of the acts of the year nineteen hundred and 
nine and acts in amendment or addition thereto.

Class 6. Commercial Incomes.
Receipts from sales of merchandise by individuals, partnerships or 

corporations engaged in the business of selling commodities as middlemen 
or distributing agents. Merchandise awaiting sale shall be exempt 
from taxation if the receipts of such sale are taxable under the provisions 
of this section.

The rate shall be one per cent of the gross receipts; but there shall be 
deducted from the tax so determined all local taxes upon real estate or 
personal property employed in the business, and corporations taxable 
under the provisions of this section shall not be liable to a franchise tax.

Class 7. Earnings of Public Service Corporations.
The gross receipts from intra state business of public service corpora

tions, to be determined by the tax commissioner by deducting from the 
gross receipts of the corporation such portion as he shall decide to have 
been earned outside the commonwealth.

Incomes of this class shall be taxable at the rate of five per cent, subject 
to the deduction of local and franchise taxes as provided for class five.

Class 8. Chance and Exceptional Incomes.
Incomes from gifts of capital value, adventures, and other occasional 

sources, including net profits from speculation in securities and from sales 
of property by owners who are not regular dealers therein.

Incomes of this class shall be taxable at the rate of ten per cent.

(■b) Strike out all of section 3 except the last two paragraphs.
(c) Strike out section 4 and insert instead thereof the follow

ing: —

S e c t i o n  4. Single persons without bona fide dependents shall be en
titled to  enjoy, free from the income taxes provided in section two, a net 
income of one thousand five hundred dollars. In the case of husband and 
wife the amount of their joint income exempt shall be two thousand 
dollars; and in both cases the exemption shall be increased by the sum 
of two hundred and fifty dollars for each minor child or other bona fide 
dependent: provided, however, that in no case shall the total exemption 
exceed three thousand dollars.



(d) Strike out section 5.
(e) In section 6 strike out the first paragraph and subdivision

(a), and insert in place thereof the following: “ Section 6. In 
computing deductions from business incomes, if an unusual 
or extraordinary expense of repair or replacement occurs in 
any one year the deduction on account thereof may, with 
the consent of the tax commissioner, be deferred in whole or 
in part to one or more subsequent years, as the tax commis
sioner may from time to time determine.”  The remaining 
deductions shall be allowed in addition to those specified in 
section 2.

(/) In section 6 strike out subdivisions (f>), (c) and (d).
(g) In subdivision (g) strike out the words “ Or without” , in 

the fourth line, and also all after the words “ In case” , in the 
sixth line.

(A) Strike out section 7.
(7) In section 10, twenty-third line, insert the word “ his”  

before “ incom e”  and strike out the words “ to which he is 
liable under this act.”

(j) In section 12, after the word “ person”  in line 1, insert 
the words: “ upon notification by an assessor, and every 
person, whether notified or not.”

(A) Strike out all between the word “ sources,”  in line 2, and 
the beginning of line 29, and insert in place thereof the words: 
“ exceeds fifteen hundred dollars, shall annually make a sworn 
return thereof to the tax commissioner in such form as he may 
prescribe. Returns of income of classes four, five, six and eight 
and from real estate may be in the form ‘ has not exceeded the 
sum of .’ Such return shall be made on or
before the fifteenth of April in each year, and shall relate to 
the income received during the twelve months preceding the 
first day of April, except that in the year nineteen hundred and 
sixteen income derived from property prior to the second day of 
November, nineteen hundred and fifteen, need not be included 
therein.”  Also strike out the second paragraph and insert the 
words: “ If any person has become an inhabitant of the com
monwealth less than twelve months prior to April first, his 
return need include only his income since becoming an in
habitant thereof.”



(I) In section 13 strike out all of the second paragraph after 
the word “ return” , in line 16, and insert: “ Unless the re
spondent within ten days thereafter files such return, or certifies 
under oath that his entire income from all sources did not 
exceed fifteen hundred dollars he shall thereupon be committed 
in contempt until the return is filed.”

M in o r  D e t a il s .

There are several minor details in regard to which the recom
mendations of the majority seem to me to require amendment, 
but owing to the necessary length of the majority and minority 
reports, I have refrained from calling attention to them at this 
time.

F R E D E R IC K  T . FU LLER.





A P P E N D I C E S .





A p p e n d i x  I .

A n  A c t  t o  p r o v i d e  f o r  t h e  T a x a t i o n  o f  C e r t a i n  F o r e s t

P r o d o c t s .

Be it enacted, etc., as fo llow s:

Section twenty-three of Part I of chapter four hundred and 
ninety of the acts of the year nineteen hundred and nine is hereby 
amended by adding at the end thereof a new paragraph, to be 
numbered “ Eleventh” , as follows: —

Eleventh, Timber after severance from the soil, cord wood and 
other forest products, lying and being in the city or town where 
said forest product was grown, shall be assessed in said city or 
town to the owner thereof.



A p p e n d i x  I I .

A n  A c t  r e l a t i v e  t o  t h e  A p p o i n t m e n t  o f  A s s e s s o r s .

Be it enacted, etc., as follows.

S e c t i o n  1. In every city and town of the commonwealth, 
except the city of Boston, the tax commissioner shall appoint 
a successor to one assessor whose term of office expires in the 
year beginning with the first day of January, nineteen hundred 
and seventeen. In the city of Boston the tax commissioner shall 
appoint successors to two of the assessors whose terms of office 
expire in the year beginning January first, nineteen hundred and 
seventeen, and, if the term of office of only one assessor expires 
in said year, shall appoint his successor and also a successor to 
one of the assessors whose term of office expires in the year
beginning January first, nineteen hundred and eighteen. The
assessor so appointed shall hold office for a period of three years, 
or until his successor is duly appointed. Thereafter, as the term 
of office of such appointee expires, the tax commissioner shall 
appoint a successor. In case of the removal or resignation of 
any appointee under this act, or in case of a vacancy in such 
position from any cause, the tax commissioner shall appoint 
a successor to hold office for the unexpired term. In case the 
terms of office of two or more assessors in any city or town, 
except the city of Boston, and in the city of Boston of three or 
more assessors, expire during the year beginning January first, 
nineteen hundred and seventeen, the city or town shall appoint 
or elect, in accordance with existing law, successors to all except 
one of the assessors whose terms of office so expire, and thereupon 
the city or town clerk shall give notice to the tax commissioner 
of such appointment or election. The tax commissioner shall,
under the provisions of this act, appoint assessors to fill the
remaining vacancy or vacancies.

S e c t i o n  2 .  The tax commissioner may at any time remove 
from office any assessor appointed under the provisions of this 
act if in his judgment such removal is for the public advantage.



S e c t io n  3 . The clerk of every city or town shall notify the 
tax commissioner of the names of all assessors whose term of 
office expires in the year nineteen hundred and seventeen, and in 
case of any vacancy in any position filled by the tax commis
sioner under the terms of this act shall give immediate notice 
thereof in writing to the tax commissioner. The tax commis
sioner shall notify in writing the clerk of any city or town of any 
appointment or removal made by him of an assessor in such city 
or town, and said appointment or removal shall not become 
effective prior to the receipt of such notice.

S e c t io n  4 . The compensation of any assessor appointed under 
this act shall be such amount as may be fixed by the tax 
commissioner, subject to the approval of the governor and coun
cil, and shall be paid by the commonwealth.



A p p e n d i x  I I I .

A n  A c t  r e l a t i v e  t o  t h e  A u t h o r i t y  o f  t h e  T a x  C o m m is 

s i o n e r  i n  t h e  A s s e s s m e n t  o f  P r o p e r t y .

Be it enacted, etc., as follows:
S e c t i o n  1. The tax commissioner is hereby authorized on or 

after the twenty-first day of December of any year but not later 
than the thirty-first day of March of the succeeding year to set 
aside, in whole or in part, or to change any assessment of real or 
personal property made by any board of assessors as of the first 
day of the preceding April if he deems such assessment to be 
unjust or inadequate, and to make another or an additional 
assessment of such property, or to assess any property which 
has not been assessed by the assessors: provided, that the tax 
commissioner shall not change any assessment or make any new 
assessment under the provisions of this act unless he shall have 
on or before the fifteenth day of said December informed the 
assessors of his intention to so reassess or to assess and shall have 
requested of the assessors such action as he himself intends to 
take, and said assessors shall have refused or neglected to act in 
accordance with his advice. Any assessment made by the tax 
commissioner under the provisions of this act shall by him be 
reported to the assessors and by them entered upon the assess
ment book in the manner provided by law for omitted assess
ments not later than said thirty-first day of March, together with 
an entry that such tax is assessed under the provisions of' this 
act. All laws now or hereafter in force relating to the assessment 
and collection of taxes and to the abatement thereof shall, except 
so far as such laws are inconsistent with the provisions of this 
act, apply to all assessments made hereunder, except that no 
abatement of any tax assessed in accordance with the provisions 
of this act shall be granted by any board of assessors unless or 
until the tax commissioner has, in -writing, given his approval 
thereto.

S e c t i o n  2 . Nothing in this act shall be construed to give to 
the tax commissioner any authority to make any assessment upon



the property of any person who, or corporation or partnership 
which, has seasonably filed the statement and list provided for 
by section forty-one of Part I of chapter four hundred and ninety 
of the acts of the year nineteen hundred and nine or a notice of 
distribution as provided for by chapter two hundred and thirty- 
eight of the acts of the year nineteen hundred and twelve, unless 
the tax commissioner has reason to believe that such statement 
and list or notice of distribution is incorrect or false, in which 
case the tax commissioner may examine the person, firm or cor
poration making it as provided in section forty-six of Part I of 
chapter four hundred and ninety of the acts of the year nineteen 
hundred and nine and chapter two hundred and thirty-eight of 
the acts of the year nineteen hundred and twelve, and may make 
such assessment as the facts warrant, subject to the provisions of 
section one of this act.

S e c t io n  3 . The t a x  co m m is s io n e r  is h e r e b y  g iv e n  a u th o r ity  
to  in s p e c t  th e  b o o k s  a n d  r e co rd s  o f  a ssessors a n d  co lle c to rs  o f  ta x es  
a t all r e a s o n a b le  tim es , a n d  su ch  o ffic ia ls  sha ll g iv e  t o  h im  a n y  
a n d  a ll in fo r m a t io n  in  th e ir  k n o w le d g e  o r  p ossess ion  re la t in g  to  
a n y  m a tte rs  c o n c e r n e d  w ith  th e  a ssessm en t a n d  c o lle c t io n  o f  
taxes.

S e c t io n  4 . One half of all taxes paid to any collector of taxes 
on account of any assessment made by the tax commissioner 
under the provisions of this act shall not later than thirty days 
after the receipt thereof be paid over by such collector to the 
treasurer and receiver general who shall give his receipt therefor. 
Such receipt shall be given by the collector to the treasurer of 
the city or town of which he is collector, and shall be in lieu of 
the taxes collected by him to the amount mentioned therein.

S e c t io n  5. If any abatement is granted of any tax assessed 
in accordance with the provisions of this act the assessors shall 
forthwith notify the tax commissioner of the amount of such 
abatement. Thereupon the treasurer and receiver general, upon 
notification by the tax commissioner, shall pay over to the treas
urer of the city or town one half of the amount of such abated 
portion of any tax, one half of which tax has been paid into the 
treasury of the commonwealth in accordance with section four, 
or such lesser amount as the facts warrant.

S e c t i o n  6 .  This act shall take effect upon the first day of 
April, nineteen hundred and sixteen.



A p p e n d i x  I V .

A n  A c t  r e l a t i v e  t o  t h e  A s s e s s m e n t  o f  R e a l  E s t a t e  a n d  

T a n g i b l e  P e r s o n a l  P r o p e r t y .

B e it enacted, etc., as folloics:

Section five of Part III of chapter four hundred and ninety of 
the acts of the year nineteen hundred and nine is hereby amended 
by inserting after the word “ commonwealth” , in the fifth line, 
the following: — He shall prepare and issue printed instructions 
to assessors as a guide to them in carrying out this purpose. 
Such printed instructions shall be adapted to varying local condi
tions, and to differences in the character and condition of prop
erty subject to local taxation. He may furnish to local assessors 
blank forms for use in valuing such property, — so as to read as 
follows: —  Section 5. He may visit any city or town, inspect the 
work of its assessors and give to them such information and 
require of them such action as will tend to produce uniformity in 
valuation and assessments throughout the commonwealth. He 
shall prepare and issue printed instructions to assessors as a 
guide to them in carrying out this purpose. Such printed instruc
tions shall be adapted to varying local conditions, and to differ
ences in the character and condition of property subject to local 
taxation. He may furnish to local assessors blank forms for use 
in valuing such property. He may cause an assessor who violates 
any of the laws relative to the assessment of taxes for which a 
penalty is imposed to be prosecuted, either in the county m 
which said officer resides or in an adjoining county. He may 
appear before the superior court or any board of county commis
sioners sitting for the abatement of taxes. He shall be allowed 
his reasonable travelling expenses incurred under the provisions 
of this section. He shall give his opinion to assessors and collec
tors upon any question arising under any statute relating to the 
assessment and collection of taxes, and may advise and consult 
with the attorney-general upon all questions arising under this 
provision. The supervisors of assessors shall perform, subject to



the con tro l, ap prova l and d irection  o f the tax com m issioner, all 
the duties im posed  herein upon  said tax  com m issioner. T he 
duties im posed  u pon  and the pow ers granted to  the tax com m is
sioner b y  the p rovision s o f  this act m ay be exercised b y  h im  in 
person  or b y  his d ep u ty  or first assistant acting under his direc
tion  and con tro l.



A p p e n d i x  V .

A n  A c t  r e l a t i v e  t o  t h e  D i s t r i b u t i o n  o f  C e r t a i n  C o r 

p o r a t i o n  T a x e s .

B e it enacted, etc., as fo llow s:

S e c t i o n  1. In the year nineteen hundred and sixteen and 
thereafter the corporate franchise tax paid by railroad companies 
and by telephone and telegraph companies under the provisions 
of Part III of chapter four hundred and ninety of the acts of the 
year nineteen hundred and nine shall be distributed, credited 
and paid to the cities and towns of the commonwealth or shall 
be retained by the commonwealth in the manner following: — 
Such part of said tax paid by all of said corporations as is paid 
on account of shares of stock of said corporations owned by non
residents of Massachusetts shall be retained by the common
wealth. The remainder of said tax shall be distributed, credited 
and paid as follows: —

To the total assessed value of property actually taxed in each 
city or town of the commonwealth shall be added the value of 
so much of the property of incorporated insane asylums as is 
exempted from taxation by the third clause of section five of 
Part I of chapter four hundred and ninety of the acts of the 
year nineteen hundred and nine, and such property of soldiers 
and sailors and their wives and widows as is exempted from tax
ation by the thirteenth and fourteenth clauses of said section. 
The tax shall be distributed, credited and paid to the several 
cities and towns in proportion to the total amounts determined 
by making the foregoing addition.

S e c t i o n  2 .  In the year nineteen hundred and sixteen and 
thereafter the corporate franchise tax paid by gas, electric light, 
gas and electric light and water companies, under the provisions 
of Part III of chapter four hundred and ninety of the acts of 
the year nineteen hundred and nine shall be distributed, credited 
and paid to cities and towns of the commonwealth or shall be 
retained by the commonwealth in the manner following:— Such



part of said tax paid by each of said corporations as is paid on 
account of shares of stock of said corporations owned by non
residents of Massachusetts shall be retained by the common
wealth. The remainder of said tax paid by each of said cor
porations shall be distributed, credited and paid to the city or 
town of the commonwealth where the business of the corpora
tion is carried on; and if any such corporation carries on its 
business in more than one city or town of the commonwealth, 
this part of the tax paid by it shall be distributed, credited and 
paid to such cities and towns in proportion to the value of the 
works, structures, real estate, machinery, poles, underground 
conduits, wires and pipes of the corporation in each of such 
cities or towns on the first day of April, as determined from the 
returns or in any other manner.

S e c t i o n  3 .  The tax commissioner, in making the equaliza
tion and apportionment for the purpose of the state tax, as 
provided in section one hundred of Part I of chapter four hun
dred and ninety of the acts of the year nineteen hundred and 
nine, shall not ascribe to any city or town any valuation on 
account of shares of stock of railroad companies or telephone 
or telegraph companies owned by any resident of said town.

S e c t i o n  4. In the year nineteen hundred and sixteen the 
tax commissioner shall, as soon as possible, but not later than 
the first day of August, notify the assessors of every city and 
town of the loss or gain in receipts from taxes of railroads and 
telephone, telegraph, gas, electric light, gas and electric light, 
and water companies likely to be occasioned by this act, and 
said assessors shall take such notification into account in fixing 
the rate of taxation in their respective cities and towns.

S e c t i o n  5. All acts and parts of acts inconsistent herewith 
are hereby repealed.

S e c t i o n  6 . This act shall take effect upon its passage.



A p p e n d i x  V I .

A n  A c t  r e l a t i v e  t o  t h e  T a x a t i o n  o f  L e g a c i e s  a n d  S u c 

c e s s i o n s .

B e it enacted, etc., as follow s:

S e c t i o n  1 . Section  one o f chapter five hundred and sixty- 
three o f the acts o f the year n ineteen hundred and seven, codified 
as section  one o f P art I V  o f chapter four hundred and ninety of 
the acts o f the year n ineteen hundred and nine, as amended by 
section  one o f chapter tw o hundred and sixty-eight and section 
one o f chapter five hundred and tw en ty-seven  o f the acts of the 
year n ineteen hundred and nine, b y  chapter six hundred and 
seven ty -e igh t o f  the acts o f the year n ineteen hundred and 
tw elve, and b y  chapter fou r hundred n inety-eight o f the acts of 
the year nineteen hundred and thirteen, is hereby further amended 
b y  striking ou t said section  and inserting in place thereof the fol
low in g : —  Section 1. A ll property  w ithin  the jurisdiction of the 
com m on w ealth , corporeal or incorporeal, and any interest therein, 
belongin g  to  inhabitants o f the com m on w ealth , and all real estate 
w ith in  the com m on w ealth , or any  interest therein, belonging to 
persons w h o are n ot inhabitants o f the com m onw ealth , which shall 
pass b y  will, or b y  the law s regulating intestate succession, or by 
deed, grant or g ift, excep t in cases o f a bon a fide purchase for 
fu ll consideration  in m on ey  or m on ey ’ s w orth , m ade or intended 
to  take effect in possession or en joym en t after the death of the 
grantor, to  any person, absolu tely  or in trust, except to or for 
the use o f charitable, educational or religious societies or institu
tions the p rop erty  o f w hich  is b y  the laws o f the commonwealth 
exem pt from  taxation , or fo r  or upon  trust for any charitable 
purpose to  be carried out w ithin this com m onw ealth , or to or 
fo r  the use o f the com m on w ealth  or any  c ity  or tow n within 
the com m on w ealth  fo r  pu blic purposes, shall be subject to a 
regularly graduated  tax for  the use o f the com m onw ealth, the 
am ou n t o f w hich  tax in- particu lar cases shall be determined by 
the tax com m issioner as fo llow s : —



T h e norm al or prim ary  tax shall be com pu ted  b y  the form u la :

 ̂ _  a — V  1000 a 
10

in w h ich  form u la  a represents the am oun t o f the succession or 
leg a cy  and t represents the tax ; said form u la  au tom atica lly  
exem p tin g  the first one thousand dollars and provid in g  for  the 
excess a b o v e  one thousand dollars percentage rates rising by  
regular gradation  from  zero to  a lim it o f ten per cen t o f the 
largest legacies.

In  its ap p lica tion  to  the different classes o f legacies hereinafter 
p rov id ed  the basis o f  com pu ta tion  shall be in each case the excess 
o f  the leg a cy  or succession  ab ove  the exem ption , if any, pre
scribed fo r  its class, and the prim ary  tax so determ ined shall then 
be increased or dim in ished as fo llow s : —

Class A . — In the case o f a devise, legacy , d istribu tive share or 
g ift inuring to  the benefit o f  a husband, w ife, parent, child , 
a d op ted  child or a d op tiv e  parent o f the deceased, the sum of 
five thousand dollars shall first be dedu cted  from  the value thereof 
before ap p ly in g  the form ula, and the tax u pon  the rem aining 
taxable excess shall be tw o  tenths o f the prim ary  tax w hen the 
entire value o f the legacy  or succession  does n ot exceed tw en ty - 
six thousand dollars; w hen the value exceeds tw en ty -six  th ou 
sand dollars, bu t does n ot exceed fifty -on e  thousand dollars, the 
tax com p u ted  as aforesaid  fo r  a legacy  or succession  of tw en ty - 
five thousand dollars, plus three tenths o f the prim ary  tax upon  
the excess a b ov e  tw en ty -five  thousand dollars; w hen the value 
exceeds fifty -on e  thousand dollars, bu t does n o t exceed tw o  h un
dred and fifty -on e  thousand dollars, the tax com pu ted  as afore
said u pon  fifty  thousand dollars plus fou r tenths o f the prim ary 
tax u p on  the excess a b ov e  fifty  thousand dollars; and w hen the 
value exceeds tw o  h undred and fifty -on e  thousand dollars, the tax 
co m p u te d  as aforesaid  on tw o  hundred and fifty  thousand dollars 
plus five ten th s o f the prim ary  tax  u pon  the excess a b ove  tw o 
h un dred  and fifty  thousand dollars.

Class B . —  I f  the beneficiary  be a lineal ancestor other than 
fa th er  or m other, lineal descendant excep t child , lineal descen d
an t o f  a d op ted  child , lineal ancestor o f a d op tiv e  parent, w ife or 
w idow  o f a son , husband o f a daughter, stepch ild  or stepparent, 
the tax  shall be com p u ted  upon  the entire am ount, and shall be 
on e  fou rth  o f the prim ary  tax u pon  the first tw en ty -six  thousand 
d o lla rs ; w hen  the value exceeds tw en ty -six  thousand dollars but



does not exceed fifty-one thousand dollars, the tax computed as 
aforesaid on twenty-five thousand dollars plus one half of the 
primary tax on the excess above twenty-five thousand dollars; 
for values exceeding fifty-one thousand dollars but not exceeding 
two hundred and fifty-one thousand dollars, the tax computed 
as aforesaid upon fifty thousand dollars plus six tenths of the 
primary tax on the excess above fifty thousand dollars; and when 
the value exceeds two hundred and fifty-one thousand dollars, the 
tax so computed on two hundred and fifty thousand dollars plus 
seven tenths of the primary tax on the excess above two hundred 
and fifty thousand dollars.

Class C. — If the beneficiary be a brother, sister, half-brother, 
half-sister, nephew' or niece, the tax shall be one half of the 
primary tax upon the first twenty-six thousand dollars; for 
amounts betw'een twenty-six thousand dollars and fifty-one 
thousand dollars, one thousand dollars plus the primary tax on 
the excess above twenty-five thousand dollars; for amounts 
between fifty-one thousand dollars and twyo hundred and fifty- 
one thousand dollars, three thousand dollars plus the primary tax 
on the excess above fifty thousand dollars; for amounts above two 
hundred and fifty-one thousand dollars, nineteen thousand, seven 
hundred and seventy-five dollars plus the primary' tax on the 
excess above two hundred and fifty thousand dollars.

Class D. — If the beneficiary be any' other than hereinbefore 
specified the tax shall be the primary' tax upon amounts not 
exceeding sixty' thousand dollars, and for larger amounts four 
times the tax hereinbefore provided for class A.

All administrators, executors and trustees, and any grantees 
under such conveyance made during the grantor’s life, shall be 
liable for such taxes, W'ith interest, until the same have been paid. 
All such taxes shall be paid out of and chargeable to capital and 
not income, unless otherwise provided in a will or codicil, or deed 
or other instrument creating the grant or gift, but nothing herein 
contained shall affect any right of the commonw'ealth to collect 
such tax or lien therefor.

S e c t i o n  2 . Section one of chapter six hundred and seventy- 
eight of the acts of the y'ear nineteen hundred and twelve, and 
all other acts or parts of acts inconsistent herewith, are hereby 
repealed in so far as they relate or apply to the estates of persons 
dy'ing after the passage of this act, or to the property of persons 
so dying, or to property passing by deed, grant or gift taking 
effect in possession or enjoyment after its passage, or to property



passing by the exercise of or failure or neglect to exercise a power 
of appointment after its passage; but in all other respects shall 
continue in full force and effect.

S e c t io n  3. The provisions of section one of this act shall 
apply to the estates of all persons dying subsequent to the pas
sage hereof, and to all property passing by deed, grant or gift 
except in cases of a bona fide purchase for full consideration in 
money or money’s worth, made or intended to take effect in 
possession or enjoyment after the death of the grantor or donor, 
if such death occurs subsequent to the passage hereof; and to all 
property passing by the exercise of or failure or neglect to exer
cise a power of appointment, whenever created, unless such 
exercise or failure or neglect to exercise such power of appoint
ment over such property so passing has already been taxed under 
the provisions of a prior statute and the said tax paid or guaran
teed or secured as provided by law; and the estates of persons 
dying prior to the passage hereof; and all property passing by 
deed, grant or gift taking effect in possession or enjoyment prior 
to the passage hereof, and all property passing by the exercise 
of or failure or neglect to exercise a power of appointment prior 
to the passage hereof, shall remain subject to the laws in force 
prior to the passage hereof. ’

S e c t io n  4. Tables showing the operation of this act shall be 
prepared by the tax commissioner or under his direction.

S e c t io n  5. This act shall take effect upon its passage.



A p p e n d i x  V I I .

A n  A c t  t o  p ro v id e  f o r  t h e  R e m o v a l o f  t h e  T w e n ty  Per  
C e n t  E x c e s s  P r o v is io n  in  t h e  T a x a tio n  o f  C orp orate  
F r a n c h ise s .

Be it enacted, etc., as follows:
Section fortv-tbree of Part III of chapter four hundred and 

ninety of the acts of the year nineteen hundred and nine, as 
amended by section six of chapter one hundred and ninety-eight 
of the acts of the year nineteen hundred and fourteen, is hereby 
further amended by striking out part of said section after the 
words “ Part I ” , in the sixteenth line, down to and including the 
word “ taxation” , in the twenty-fifth line, —  so as to read as fol
low s:— Section 43. Every corporation subject to the provisions 
of section forty shall annually pay a tax upon its corporate 
franchise, after making the deductions provided for in section 
forty-one, at a rate equal to the average of the annual rates for 
three years preceding that in which such assessment is laid, the 
annual rate to be determined by an apportionment of the whole 
amount of money to be raised by taxation upon property in the 
commonwealth during the same year, as returned by the asses
sors of the several cities and towns under the provisions of sec
tion fifty-nine of Part I, after deducting therefrom the amount of 
tax assessed upon polls for the preceding year, as certified to the 
tax commissioner, upon the aggregate valuation of all cities and 
towns for the preceding year, as returned under sections fifty- 
nine and sixty of Part I; and the total amount of the tax to be 
paid by such corporation in any year upon its property locally 
taxed in this commonwealth and upon the value of its corporate 
franchise shall amount to not less than one tenth of one per cent 
of the market value of its capital stock at the time of said assess
ment as found by the tax commissioner.



A p p e n d i x  V I I I .

A n A c t  t o  e s t a b l is h  t h e  F e e  f o r  t h e  R e n e w a l o f  O p e r a 
t o r s ’ a n d  C h a u f f e u r s ’ L ic e n se s .

Section twenty-nine of chapter five hundred and thirty-four of 
the acts of the year nineteen hundred and nine, as amended by 
section one of chapter six hundred and ninety-five of the acts of 
the year nineteen hundred and fourteen, is hereby further 
amended by striking out the words “ fifty cents” , in the second 
line of the fifteenth paragraph, and inserting in place thereof the 
words: —  “ one dollar” , — so that said paragraph shall read as 
follows: —

For every renewal of any operator’s or chauffeur’s license to 
operate automobiles, one dollar.



A p p e n d i x  I X  .

R e s o l v e  t o  p r o v i d e  f o r  a n  A m e n d m e n t  o f  t h e  C o n s t i t u t i o n

S T R IK IN G  OUT T H E  R E Q U IR E M E N T  T H A T  A SSESSM E N TS, R a TES 
a n d  T a x e s  b e  p r o p o r t i o n a l .

Resolved, That the following article of amendment, having 
been agreed to by a majority of the senators and two thirds of 
the members of the house of representatives present and voting 
thereon, and having been entered on the journals of both houses, 
with the yeas and nays taken thereon, in the year last past, and 
referred to the present general court and published according to 
law, and being agreed to by a majority of the senators and two 
thirds of the members of the house of representatives present 
and voting thereon, shall be submitted to the people for their 
ratification and adoption: —

a r t i c l e  o f  a m e n d m e n t .

Article IV of section I of chapter I of Part the Second of the 
constitution of the commonwealth is hereby amended by striking 
out the words “ proportional and” , in the eighteenth line 
thereof.



A p p e n d i x  X .

A n  A c t  t o  i m p o s e  a  T a x  u p o n  t h e  I n c o m e  r e c e i v e d  f r o m  

C e r t a i n  F o r m s  o f  I n t a n g i b l e  P r o p e r t y  a n d  f r o m  

T r a d e s  a n d  P r o f e s s i o n s .

Be it enacted, etc., as follows:
S e c t i o n  1 . There shall be assessed for the calendar year 

nineteen hundred and sixteen, and each year thereafter, a tax 
upon incomes as hereinafter set forth.

i n t a n g i b l e  p r o p e r t y  s u b j e c t  t o  t h e  t a x .

S e c t i o n  2 . Income of the following classes received by any 
inhabitant of this commonwealth shall be taxed at the rate of 
six per cent per annum: —•

(a) Interest received from bonds, notes, money at interest and 
other debts due the person to be taxed, except from: —

1. Deposits in any savings bank chartered by this common
wealth, or such of the deposits in savings departments of any 
trust company so chartered, as do not exceed in amount the 
limits imposed upon deposits in savings banks by section forty- 
six of chapter five hundred and ninety of the acts of the year 
nineteen hundred and eight, and acts in amendment thereof and 
in addition thereto.

2. Bonds of the United States and such bonds, notes and 
certificates of indebtedness of the commonwealth and political 
subdivisions thereof as are exempt from taxation under the pro
visions of clause fifteen of section five of Part I of chapter four 
hundred and ninety of the acts of the year nineteen hundred and 
nine, and acts in amendment thereof and in addition thereto.

3. L oan s on  m ortgages o f  taxable  real estate situated w ith in  
this com m on w ea lth  to  an am oun t n ot exceeding  the assessed 
va lu e  o f  the m ortgaged  real estate.

(b) D iv iden d s on  shares in all corporation s and jo in t  stock  
com pan ies organ ized  under the laws o f  any  state or nation  other 
than  the com m on w ealth  o f M assachusetts, excepting  national



banks and corporations paying a tax upon their franchises to 
this commonwealth under the provisions of section forty-three 
of Part III of chapter four hundred and ninety of the acts of the 
year nineteen hundred and nine, and acts in amendment thereof 
and in addition thereto.

(c) Dividends on shares of partnerships, associations or trusts, 
the beneficial interest in which is represented by transferable 
shares, if the property of such partnerships, associations or trusts 
does not consist exclusively of tangible personal property taxable 
within the commonwealth, or real estate wherever situated and 
supplies therefor and receipts therefrom, or stocks of corporations 
taxable under the provisions of section forty-three of Part III of 
chapter four hundred and ninety of the acts of the year nine
teen hundred and nine, and acts in amendment thereof and in 
addition thereto, or property the income of which, if any, would 
be taxable under this section if owned by an inhabitant of the 
commonwealth, or any two or more of such specified sorts of 
property.

Partnerships, associations or trusts, the dividends on shares of 
which are exempt from taxation under this section, shall pay to 
the tax commissioner of the commonwealth annually a tax of six 
per cent of the income derived from any property owned by such 
partnerships, associations or trusts, the income of which would 
be taxable if owned by an inhabitant of the commonwealth.

For the purposes of this act any securities of the classes re
ferred to in this section, held in pledge, on margin or otherwise, 
by an agent, as security for a debt of his principal, whether such 
securities stand in the name of the principal or of any other per
son, shall be deemed to be the property of the principal, and the 
income arising therefrom shall be included in the total income 
of the principal under this section..

No distribution of capital, whether in liquidation or other
wise, shall be taxable as income under this section.

D E D U C T IO N  O F  I N T E R E S T  P A ID  B Y  P E R S O N  A S S E S S E D .

S e c t i o n  3 .  From the income taxable under section two of 
this act, a taxpayer may, under the conditions prescribed in 
this section, receive a deduction on account of interest paid dur
ing the year on debts other than debts secured by mortgage on 
his dwelling house or by mortgage on property owned by him 
and employed in the conduct of any profession, employment, 
trade or business, the income of which is taxable to him under



section five of this act, and other than debts incurred in the 
conduct of such profession, trade, employment or business, for 
which he is allowed a deduction under section five.

The said deduction shall be determined in the following man
ner: —

A taxpayer who claims the benefit of the said deduction shall 
file with the tax commissioner or the income tax assessor of his 
district a sworn duplicate of his return of annual income made 
under the provision of the act of congress of the United States 
approved October third, nineteen hundred and thirteen, and 
acts in amendment thereof and in addition thereto, together 
with such additional information as the tax commissioner shall 
from time to time require, which information shall be verified 
by the taxpayer under oath.

Such taxpayers who are not required to make returns of annual 
income under the aforesaid act of congress shall file with the 
tax commissioner or income tax assessor of the district a sworn, 
return in the form prescribed by the aforesaid act of congress.

From such return and information the tax commissioner or 
the income tax assessor shall determine the total net income of 
the taxpayer as it would be if no deduction were made for in
terest paid during the year, and shall also determine the amount 
of interest paid on debts other than those of the classes above 
enumerated. The taxpayer shall be allowed to deduct from the 
income taxable under section two of this act an amount which 
shall bear the same proportion to the total interest paid on 
debts other than those of the classes above enumerated as his 
income taxable under section two of this act shall bear to the 
total net income of the taxpayer as it would be if no deduction 
were made for interest paid during the year.

Partnerships, associations or trusts, the beneficial interest 
of which is represented by transferable shares, paying to the 
commonwealth a tax upon the income subject to taxation
under section two of this act, as provided in the said section,
shall receive a deduction of an amount of interest paid upon 
debts of such associations proportional to the percentage which 
the income of such associations taxable under section two shall 
bear to the total income of the association from all sources.

A n v  person  filing a return or g iving  in form ation  to  the tax
com m ission er or the in com e tax assessor under this section
w hich  is frau du lent shall be su b ject  to  the penalties set forth  
in section  thirteen o f this a ct in the case o f frau dulent returns.



E X E M P T I O N  O F  IN C O M E .

S e c t i o n  4. A person whose total income from all sources 
does not exceed six hundred dollars during the year for which 
the tax is assessed shall have an exemption of two hundred dol
lars of that part of his income which is liable to taxation under 
section two of this act.

IN C O M E  F R O M  A N N U I T IE S , T R A D E S  A N D  P R O F E S S IO N S .

S e c t i o n  5 .  Income of the following classes received by any 
inhabitant of this commonwealth shall be taxed at the rate of 
one and one-half per cent per annum: —

(а) Income from an annuity: provided, that a person whose 
total income from all sources does not exceed six hundred dollars 
during the year for which the tax is assessed shall have an ex
emption of two hundred dollars of that part of his income which 
is liable to taxation under this clause.

(б) The excess over two thousand dollars of the income as 
defined in section six, derived from professions and employments, 
except the salaries of officers of the United States government, 
and from trade or business.

Income taxable under section two of this act shall not again 
be taxed under this section, and income derived from property 
exempt from taxation under chapter four hundred and ninety 
of the acts of the year nineteen hundred and nine, and acts in 
amendment thereof and in addition thereto, and also income 
derived from forest lands classified under chapter five hundred 
and ninety-eight of the acts of the year nineteen hundred and 
fourteen, shall not be taxed under this act.

D E T E R M I N A T I O N  O F  T A X A B L E  IN C O M E .

S e c t i o n  6 . Income taxable under section five of this act 
shall be the gross income from the profession, employment, trade 
or business, including profits from the sale of capital assets em
ployed therein, less the following deductions: —

(a) Expenses incurred within the year in the profession, em
ployment, trade or business, including the cost of repairs and 
replacement, but not including personal or family expenses, and 
paid during the year for which the tax is assessed: provided, 
that premiums paid for use and occupancy insurance, or rent 
insurance, shall not be deducted as part of such expenses. If an



unusual or extraordinary expense of repair or replacement occurs 
m any one year, the deduction on account thereof may, with the 
consent of the tax commissioner, be deferred in whole or in part 
to one or more subsequent years, as the tax commissioner may 
from time to time determine.

(6) A reasonable allowance for the depreciation and obso
lescence of property within the year, and for the depletion 
within the year of wasting assets owned by the person taxed and 
used in the profession, employment, trade or business; but no 
such deduction shall be allowed if the said depreciation, obso
lescence or depletion has been provided for under the provisions 
of paragraph (a).

(c) All taxes paid within the year to the United States or 
any other nation, or to any state, county, city, town or dis
trict, in respect of the profession, employment, trade or business, 
or the property held or used in connection therewith, but not 
including assessments for betterments.

(d) Interest paid within the year on indebtedness of the per
son taxed incurred in connection with his profession, employ
ment, trade or business; but no interest allowed as a deduction 
under section three of this act shall also be allowed under this 
section.

(e) Losses from the sale within the year of capital assets and 
losses sustained within the year by fire, theft or other casualty, 
or amounts paid within the year on account of claims in tort or 
contract incurred in connection with the profession, employ
ment, trade or business, when not compensated for by insurance 
or otherwise.

( / )  The amount of any debts arising from the conduct of 
the profession, employment, trade or business determined by the 
person taxed to be worthless and actually charged off during the 
year.

(q) An amount equal to six per cent of the assessed value of 
the stock in trade and other tangible property, real and personal, 
owned by the person taxed and used or employed in the pro
fession, employment, trade or business, within or without the 
commonwealth, on the day as of which such property is assessed 
in the year for which the income is computed. In case any such 
stock in trade or other tangible property located without the 
commonwealth is taxed in respect of its income, and not in re
spect of its capital value, by the taxing district in which it is 
located in such year, the tax commissioner may determine its



value in any other manner, and may allow a deduction of an 
amount equal to six per cent of the value so determined.

(h) The sum of five hundred dollars for a husband or wife 
with 'whom the taxpayer lives, and the sum of two hundred and 
fifty dollars for each child under the age of eighteen years, or 
parent entirely dependent for support upon the person making 
the return. The aforesaid deduction shall not be made by both 
husband and wife, but may be made by either as they shall 
mutually agree, or shall be prorated between them in proportion 
to the net income of each in excess of two thousand dollars. 
In no case shall the total deduction on account of husband and 
wife, and children and parents, exceed one thousand dollars.

M E T H O D S  O F D E T E R M IN IN G  IN C O M E .

S e c t i o n  7. Persons who customarily estimate their income, 
of the classes subject to taxation under section two or section 
five of this act, on a basis other than that of actual cash re
ceipts and disbursements may, with the consent and approval 
of the tax commissioner, compute such income upon the basis on 
which their accounts are customarily made up. In estimating 
profits or losses realized from the sale of capital assets, the 
value on January first, nineteen hundred and sixteen, of such 
property owned on that date shall be the basis of estimate, and 
in case property is acquired after January first, nineteen hun
dred and sixteen, the value on the date that it is acquired shall 
be the basis of estimate.

E X E C U T O R S  A N D  A D M IN IS T R A T O R S .

S e c t i o n  S. T h e  in c o m e  re ce iv e d  b y  esta tes  o f  decedents who 
la st d w e lt  in  th is  co m m o n w e a lth  shall b e  s u b je c t  to  the taxes 
assessed  b y  th is  a c t , w h ich  sha ll b e  assessed to  th e executor or 
a d m in is tra to r , a n d  b e fo r e  th e  a p p o in tm e n t  o f  an executor or an 
a d m in is tra to r  su ch  ta x es  sha ll b e  assessed in  general term s to the 
es ta te  o f  th e  d e c e d e n t , a n d  th e  e x e cu to r  o r  adm in istrator sub
se q u e n tly  a p p o in te d  sha ll b e  lia b le  fo r  th e  ta x  so assessed as 
th o u g h  assessed  to  h im : 'provided, th a t n o person  shall be taxed 
u n d er  th e  p r o v is io n s  o f  th is  a c t  fo r  in co m e  rece iv ed  from  anv 
e x e c u to r  o r  a d m in is tra to r , w h ich  in co m e  has itself been  taxed 

u n d e r  th e  p r o v is io n s  o f  th is  se ction .



P R O P E R T Y  H E L D  IN  T R U S T .

S e c t io n  9. T h e  in com e rece ived  b y  trustees w ho are in 
h ab itan ts o f  this com m on w ealth , or w ho have derived  their ap
p o in tm en t from  a cou rt o f this com m on w ealth , shall be su b ject 
to  the taxes assessed b y  this a ct to  the exten t th at the persons 
to  w h om  the in com e from  the trust is payable , or fo r  w hose 
benefit it  is accu m u la ted , are inhabitants o f this com m on w ealth . 
Such taxes shall be assessed to  the trustee or trustees.

If an inhabitant of this commonwealth receives income from 
one or more executors, administrators or trustees, none of whom 
is an inhabitant of this commonwealth, or has derived his ap
pointment from a court of this commonwealth, such income shall 
be subject to the taxes assessed by this act, according to the 
nature of the income received by the executors, administrators or 
trustees.

A  trustee m ay, at the requ est o f  any  beneficiary , claim  the 
benefit o f  the exem ption s p rov id ed  b y  sections fou r and five of 
this a ct fo r  each  person to  w hom  the in com e from  the trust is 
payab le , or fo r  w hose benefit it  is accum ulated , and an in h a b it
ant o f  this com m on w ea lth  rece iv in g  in com e from  one or m ore 
executors, adm in istrators or trustees, none o f w hom  is an in 
h ab itan t o f  this com m on w ea lth , or has derived  his ap poin tm en t 
from  a cou rt o f  this com m on w ealth , m ay also claim  the benefit 
o f such exem p tion s : provided, however, th at no such exem ptions 
shall be allow ed unless the tax  com m issioner is satisfied b y  an 
a ffidavit from  the ben efic iary  w ho claim s exem ptions, or for 
w hose benefit the sam e are cla im ed, or otherw ise, th at such 
beneficiary  is n o t  allow ed in  all trusts u nder w hich  he m ay  be a 
beneficiary , and on  a ccou n t o f  all in com e on  w hich  he is liable 
to  taxa tion  u nder this act, m ore than the tota l am oun t o f ex 
em p tion s to  w h ich  he is en titled  under said sections fou r  and five 
resp ective ly .

C orp ora tion s  au th orized  under the law s o f this co m m o n 
w ealth  to  a ct as trustee shall, w ith  respect to  the in com e re
ce ived  b y  th em  in the ca p a city  o f trustee, be su b ject to  the 
prov ision s o f  this act in the sam e m anner and under the same 
con d ition s  as trustees w ho are in habitants o f this co m m o n 
w ealth , ex cep t in cases where such corporation s act as trustee 
u n d er indentures o f m ortgage or pledge to  secure bonds, notes or 
o th er  ev iden ces o f indebtedness, the in com e o f w hich  is taxable 
u nder section  tw o  o f this a ct if it is received  b y  inhabitants of



this commonwealth or the principal of which is exempt from taxa
tion under the provisions of Part I of chapter four hundred and 
ninety of the acts of the year nineteen hundred and nine, and 
acts in amendment thereof and in addition thereto.

p a r t n e r s h ip s .

S e c t io n  10. Profits or income, of the classes hereinbefore de
fined, of partnerships of which one or more members are in
habitants of this commonwealth, and which have a usual place 
of business in this commonwealth, except partnerships having 
transferable shares taxable under section two of this act, shall be 
subject to the taxes assessed by this act; but if some of the 
members of such a partnership are not inhabitants of this com
monwealth, only so much of the income thereof as is proportion
ate to the aggregate interest of the partners who are inhabitants 
of this commonwealth in the profits of the partnership shall be 
taxed. The tax shall be assessed on such a partnership by the 
name under which it does business, and the partners shall not 
be taxed with respect to the income derived by them from such 
a partnership. A partnership may, except as hereinafter pro
vided, in computing the amount of income with respect to which 
it is taxable, deduct at the request of any partner the whole or 
any part of the amount of any exemption to which such partner 
may be entitled under the provisions of sections four and five 
of this act: provided, lioivever, that no such exemption shall be 
allowed unless the tax commissioner is satisfied by an affidavit 
from the partner for whose benefit an exemption is claimed, or 
otherwise, that such partner is not allowed, in all partnerships 
in which he may be a partner, and on account of all income 
on which he is liable to taxation under this act, more than the 
total amount of exemptions to which he is entitled under said 
sections four and five of this act respectively. Each amount so 
deducted shall be set forth in the return of such partnership, and 
the partner requesting the same shall be allowed no further de
duction on account of the amount so deducted by the partner
ship.

An inhabitant of this commonwealth who is a member of a 
partnership, having no usual place of business in thig common
wealth, who receives income from such partnership derived from 
such a source that it would be taxable if received directly by 
such partner, shall as to such income be subject to the taxes 
assessed under the provisions of this act.



1 he provisions of this act in respect to the filing of returns, 
and the assessment, abatement and collection of taxes, and to 
notices concerning the same, shall apply to partnerships subject 
to taxation hereunder.

E X E M P T I O N  F R O M  O T H E R  T A X A T I O N .

S e c t io n  11. Property the income of which, if any, is or would 
be taxable under the provisions of section two of this act, and 
income which is taxable under the provisions of section five of 
this act, shall not be taxed under the provisions of chapter four 
hundred and ninety of the acts of the year nineteen hundred and 
nine, and acts in amendment thereof and in addition thereto; 
but nothing in this act shall affect the taxation of corporate 
franchises under the provisions of Part III of chapter four hun
dred and ninety of the acts of the year nineteen hundred and 
nine, and acts in amendment thereof and in addition thereto, 
nor shall this act be construed to impose a tax upon any cor
poration or person in respect to income derived from property 
which is now expressly exempted from taxation by law.

R E T U R N S .

Se c t io n  12. Every person whose annual income from all 
sources, except real estate and stocks in Massachusetts cor
porations, exceeds two thousand dollars, and every person re
ceiving any income from bonds, notes, money at interest or 
other debts due, from dividends or from annuities, except such 
income as is exempted by the provisions of section two and of 
clause (a) of section five of this act, shall annually make a signed 
return of such income as the tax commissioner shall require, 
under oath to the tax commissioner, which may be filed with 
the income tax assessor for the district in which he resides or 
has his principal place of business, in such form and with such 
further information as the tax commissioner shall from time to 
time prescribe. Such return shall be made on or before the 
first day of March in each year, and shall relate to the income 
received during the calendar year ending on the preceding thirty- 
first day of December.

The return required by this section shall be filed by every 
person who is at any time between the first day of January and 
the thirtieth day of June in any year an inhabitant of the com 
m onw ealth, if such person has in the preceding year received in



come taxable hereunder: provided, that in the case of any such 
person who has become an inhabitant of the commonwealth 
after the first day of February in any year, such return shall be 
due and shall be filed thirty days after he becomes such an 
inhabitant. Every person who is an inhabitant of the common
wealth at any time between the first day of January and the 
thirtieth day of June, both inclusive, in any year, shall be 
subject to the taxes imposed by this act.

The tax commissioner shall cause to be prepared blanks for 
such returns, and he shall cause such blanks to be distributed 
throughout the commonwealth, but no person shall be excused 
from making the return by failure of the tax commissioner to 
send or give one of such blanks to him.

The tax commissioner shall give seasonable notice of the re
quirement of this section, in the manner prescribed by section 
forty-one of Part I of chapter four hundred and ninety of the 
acts of the year nineteen hundred and nine, not later than the 
fifteenth day of January in each year, in every city and town in 
the commonwealth.

If the tax commissioner shall, from information derived from 
the return or otherwise, be of opinion that any person whose in
come is taxable under the provisions of this act may have failed 
to file a return, or to include in a return filed, either intention
ally or through error, all the sources of his taxable income, he 
may require from such person a return or a supplementary re
turn under oath, in such form in each individual instance as 
the commissioner shall prescribe, of all the sources from which the 
taxpayer received any income, whether or not taxable under the 
provisions of this act, in the year for which the return was made. 
If from a supplementary return or otherwise the commissioner 
finds that any sources of taxable income have been omitted 
from the original return, he may require the amount of income 
from each source of taxable income so omitted to be disclosed 
to him under oath of the person liable for the tax, and added 
to the original return. Such supplementary return and the cor
rection of the original return shall not relieve the person making 
the same from any of the penalties to which he may be liable 
under any of the provisions of this act. The tax commissioner 
may proceed under the provisions of section fourteen of this act, 
whether or not he requires a return or a supplementary return 
under this section.



P E N A L T IE S .

S e c t io n  13. Any person required to file a return under the 
provisions of this act, who fails to file the return within the 
time prescribed by such provisions, shall forfeit his right to an 
abatement of his tax as hereinafter provided, and there shall be 
added to, and become a part of the tax, as an additional tax, the 
sum of five dollars for every day during which such person is 
in default: provided, however, that the tax commissioner may, in 
his discretion, abate any such additional tax in whole or in part.

If any person fails to file a return required under the pro
visions of this act on or before the first day of May of any year, 
any justice of the supreme judicial court or of the superior court, 
upon petition of the tax commissioner or of the income tax as
sessor for the district in which such person is required to file the 
return, or of any ten taxable inhabitants of the commonwealth, 
shall issue a writ of mandamus requiring such person to file the 
return. The order of notice upon such petition shall be return
able not later than ten days after the filing of the petition. The 
petition shall be heard and determined on the return day or on 
such day thereafter as the court shall fix, having regard to the 
speediest possible determination of the cause consistent with the 
rights of the parties. Ah writs and processes may be issued from 
the clerk’s office in any county, and, except as aforesaid, shall be 
returnable as the court shall order.

If any person files a fraudulent return, or if any person who 
has failed to file a return, or has filed an insufficient return, and 
has been notified by the tax commissioner of his delinquency, 
without reasonable excuse fails to file a return within twenty 
days after receiving such notice, such person shall, upon com
plaint of the tax commissioner, be punished by a fine of not less 
than one hundred dollars nor more than ten thousand dollars, 
or by imprisonment for not more than one year, or by both such 
fine and imprisonment, and shall forfeit his right to hold public 
office anywhere within the commonwealth for such period as the 
court may determine.

In the case of a partnership of which one or more members 
are inhabitants of this commonwealth and having a usual place 
of business in this commonwealth, the penalties imposed by this 
act may be inflicted upon any member of the partnership who is 
an inhabitant of this commonwealth and who has any active part 
in the management of the affairs of the partnership, and if there



is no such member, upon the person or persons in charge of its 
affairs within this commonwealth. In the case of a board of 
trustees, or officers of an association, receiving income taxable 
under section two of this act, the penalties imposed by this act 
may be inflicted upon any such trustee or officer.

A S S E S S M E N T  O F  T H E  T A X .

S e c t i o n  14. The tax commissioner shall determine from the 
returns required by this act, or in any other manner, the income 
of every person taxable under the provisions of this act, and 
shall assess thereon the tax provided by this act; but he shall 
not determine the income of a person that has filed a return in 
accordance with section twelve of this act within the time pre
scribed by law to be in excess of that disclosed by such return, 
without notifying such person and giving him an opportunity to 
explain the apparent discrepancy between his return and the 
facts as otherwise determined by the tax commissioner.

For the purpose of verifying any return made pursuant to this 
act the tax commissioner may, within two years from the date 
when such return was due, if he has reason to believe such re
turn to be fraudulent or incorrect, direct by special authorization 
a deputy or other agent to verify such return, and for the pur
pose of such verification the books and papers of the person shall 
be open to an examining officer, or shall be produced for the 
purpose upon summons issued by any properly authorized 
officer, and the person making the return may be examined by 
him under oath.

If no return, or a fraudulent return, has been filed by a per
son subject to taxation under this act, or if an insufficient return 
has been filed, and the person filing it refuses or neglects after 
notice of its insufficiency to rectify the same, the tax commis
sioner shall determine the income of such person, taxable under 
this act, according to his best information and belief, and shall 
assess the same at double the amount so determined. In the 
case of sickness, absence or other disability of a person liable to 
the tax, the tax commissioner may allow such further time for 
filing the return as he may deem necessary.

If the tax commissioner discovers from the verification of a re
turn filed under this act, or otherwise, that the income of any 
person subject to taxation under this act, or any portion thereof, 
has not been assessed, he may at any time within two years 
from the first day of September of the year in which such assess



ment should have been made, assess the same, first giving notice 
to the person so to be assessed of his intention, and such person 
shall thereupon have an opportunity within ten days after such 
notification to confer with the tax commissioner in person or by 
counsel or other representative as to the proposed assessment. 
After the expiration of ten days from such notification the tax 
commissioner shall assess the income of such person subject to 
taxation, or any portion thereof, which he believes has not 
theretofore been assessed, and he shall thereupon give notice to 
the person so assessed under the provisions of section fifteen of 
this act, and the tax shall be payable fourteen days after the 
date of such notice. The provisions of this act in respect to the 
abatement and collection of taxes shall apply to a tax so assessed.

The word “  person,”  as used in this section, shall include indi
viduals, boards of trustees, partnerships and associations.

N O T IC E  O F  T A X .

S e c t io n  15. The tax commissioner shall, on or before the 
first day of September in each year, give notice to every person 
taxable under the provisions of this act of the amount of the tax 
payable by him, and of the date upon which such tax is due and 
payable, which date shall be, so far as possible, the same as that 
upon which taxes upon real estate are payable in the city or 
town in which such person resides or has his principal place of 
business. The notice herein provi 'ed for shall be a written or 
printed notice, and shall be mailed, postage prepaid, addressed 
to the person assessed at his place of residence or business, or to 
address given in his return, or otherwise delivered at such place 
of residence or business or at such address. All taxes assessed 
hereunder may be paid to the tax commissioner at his office in 
Boston or at the office of the income tax assessor for the district 
in which the taxpayer resides or has his principal place of busi
ness, at the option of the taxpayer, and the notice shall state the 
places at which the tax may be paid.

S E C R E C Y  O F  R E T U R N S .

S e c t i o n  16. Returns shall be open to the inspection of the 
tax commissioner and his deputies, assistants and clerks, when 
acting under his authority, and of the income tax assessors and 
their deputies, assistants and clerks, when acting under their 
authority. The disclosure by the tax commissioner, or by any



deputy, assistant, clerk or assessor, or other employee of the 
commonwealth, or of any city or town therein, to any person of 
any information whatever contained in or set forth by any such 
return, other than the name and address of the person filing it, 
except by proper judicial order, shall constitute a misdemeanor 
and be punishable by a fine not exceeding one thousand dollars 
or by imprisonment not exceeding six months, or by both such 
fine and imprisonment, and by disqualification from holding 
office for such period as the court may determine. Said returns 
shall be preserved for two years, and thereafter until the tax 
commissioner orders them to be destroyed.

Lists or indexes of persons in the district who have filed re
turns shall be kept in the office of each income tax assessor, and 
shall be open to public inspection. The name of each person 
filing a return shall be placed on such list or index immediately 
on the filing of the return.

IN C O M E  T A X  A S S E S S O R S .

S e c t i o n  17. For the purpose of carrying out the provisions 
of this act, the tax commissioner shall divide the commonwealth 
into income tax districts, and he may from time to time change 
the limits of such districts. He shall with the advice and con
sent of the governor and council appoint, and may with their 
consent remove, an income tax assessor for each district, to as
sist him in such manner and under such rules and regulations as 
he may from time to time prescribe in the performance of his 
duties hereunder.

An income tax assessor need not be a resident of the district 
in which he is to serve: provided, that so far as practicable pref
erence shall be given to residents of the respective districts. 
The commissioner may transfer any income tax assessor from 
one district to another, and may assign any such assessor to tem
porary or extraordinary service in any district.

The tax commissioner may also appoint such deputy income 
tax assessors, who may be members of boards of assessors of 
cities or towns, and such clerical and other assistants in the 
several districts, as may, in the opinion of the governor and 
council, be necessary for the proper performance of his duties.

The salaries of the income tax assessors and their deputies 
shall be fixed by the tax commissioner with the approval of the 
governor and council, and the income tax assessors, their dep
uties, assistants and clerks, shall be allowed such reasonable and



necessary traveling and other expenses incurred in the perform
ance of their duties as may be approved by the tax commissioner 
and by the governor and council.

All taxes received by the income tax assessors shall be ac
counted for and turned over to the tax commissioner as often as 
once in each week, and the commissioner shall transmit to the 
treasurer and receiver general as often as once in each month all 
taxes received by him under the provisions of this act.

The tax commissioner shall require the income tax assessors 
to give bonds with such sureties and in such amounts as may be 
approved by the governor and council, and all premiums upon 
such bonds shall be paid by the tax commissioner out of moneys 
appropriated for this purpose.

The tax commissioner may also, with the advice and consent 
of the governor and council, appoint and with their consent re
move a fourth assistant, to be known as the income tax assist
ant, who shall receive such salary as the governor and council 
may approve, and who, under the direction of the tax commis
sioner, shall have supervision and control of the assessment and 
collection of the income taxes provided for under this act; and 
the tax commissioner shall appoint such additional clerical 
and other assistants to the income tax assistant as the governor 
and council may approve.

The aforesaid income tax assistant, income tax assessors and 
deputy assessors shall have such duties and powers consistent 
with the provisions of this act as the tax Commissioner shall from 
time to time prescribe.

C O L L E C T I O N .

S e c t i o n  18. If a tax assessed under the provisions of this act 
is not paid within thirty days from the time that it is due, in
terest at the rate of six per cent per annum from the time when 
the tax was due shall be added to and become part of the tax. 
The tax commissioner, and the income tax assessors in their 
respective districts, shall have all the remedies for the collec
tion of taxes assessed under the provisions of this act that are 
provided by chapter four hundred and ninety of the acts of the 
year nineteen hundred and nine, and acts in amendment thereof 
and in addition thereto, for the collection of taxes on personal 
estate by collectors of taxes of cities and towns; provided, how
ever, that any action of contract brought to recover any such 
tax shall be brought in the name of the commonwealth.



A B A T E M E N T .

S e c t io n  19. Any person aggrieved by the assessment of a 
tax under the provisions of this act may apply to the tax com
missioner for an abatement thereof at any time within three 
months from the date of the notice of the assessment, and if, after 
a hearing, the tax commissioner is satisfied that the tax is excessive 
in amount or that the person assessed is not subject to the tax, he 
shall abate the tax in whole or in part accordingly, and if the tax 
has been paid, the commonwealth shall refund to the person 
assessed the amount of such abatement, with interest thereon at 
the rate of six per cent per annum from the time that it was paid: 
-provided, however, that no tax assessed upon any person liable to 
taxation under this act shall be abated in any event unless the 
person assessed shall have filed at or before the time of bringing 
his petition for abatement a return as required by section twelve 
of this act; and if he failed without good cause to file his return 
within the time prescribed by law, or filed a fraudulent return, 
the tax commissioner shall not abate the tax below double the 
amount for which the person assessed was properly taxable under 
the provisions of this act. The tax commissioner shall notify the 
petitioner in writing of his decision upon such petition by send
ing a registered letter to him at the address given in his return.

A P P E A L S .

S e c t io n  20. Any person aggrieved by the refusal of the tax 
commissioner to abate in whole or in part a tax assessed under 
the provisions of this act may appeal therefrom by filing a com
plaint against the tax commissioner in the superior court for the 
county in which such person resides or lias his principal place of 
business, within thirty days after the notice by the tax commis
sioner of his decision in accordance with the preceding section. 
An order of notice shall be issued by said court and served upon 
the tax commissioner within such time as the court shall direct, 
and the subsequent proceedings shall be conducted in accord
ance with the provisions of sections seventy-seven to eighty in
clusive of Part I of chapter four hundred and ninety of the acts 
of the year nineteen hundred and nine, and acts in amendment 
thereof and in addition thereto; but if the complainant was 
subject to taxation under this act and did not file his return 
within the time prescribed by law he shall not be entitled to 
have any part of his tax abated by the court, unless the court



finds th at he had g ood  cause for  his delay, or the tax com m is
sioner h ad  prev iou sly  so fou n d . T h e rem edies p rov id ed  by  this 
section  shall be exclusive, w hether the grievance com pla in ed  o f is 
the excessive am ou n t o f  the tax, or its illega lity  from  any cause 
in w hole or in part. I f  an abatem en t is granted, the am ount 
th ereof shall be refun ded  to  the com p la in an t b y  the com m on 
w ealth, w ith  in terest at the rate o f six per cent per annum  from  
the tim e the ta x  w as pa id , and costs.

D IS T R I B U T IO N .

S e c tio n  21 . O f the taxes co lle cted  in the year n ineteen 
hundred and seven teen  under the provision s o f  this act on  in
com es fo r  the year n ineteen  h undred  and sixteen the com m on 
w ealth  shall retain  a sum  sufficient to  reim burse it for  the ex 
penses incurred  under this a ct  during  the year n ineteen  hundred 
and seventeen . O n or before  the fifteenth  d a y  o f N ov em b er  the 
treasurer and receiver-general shall p a y  to  each  c ity  or tow n  an 
am oun t equal to  the d ifference betw een  the am ou n t o f  the tax 
levied  u pon  personal p ro p e rty  in such c ity  or tow n  in the year 
n ineteen h undred  and fifteen  and the co m p u ted  am ou n t that 
w ould  be p rod u ced  b y  a ta x  u pon  the personal p rop erty  actu ally  
assessed in  such  c ity  or tow n  fo r  the year n ineteen  hundred and 
seventeen at the sam e rate  o f  ta xa tion  as preva iled  in such c ity  
or tow n  in the year n ineteen  h undred and fifteen. I f  the am oun t 
o f taxes co lle cted  from  incom es shall be insufficient to  m ake such 
pa ym en t in fu ll to  all cities and tow ns, the treasurer and re
ceiver general shall p rorate  the paym en ts to  each  c ity  and tow n  
upon  the basis a b ov e  p rescribed ; and if said am oun t o f taxes 
co llected  shall exceed  the sum  necessary to  m ake such paym en ts 
in fu ll, the ba lance shall be d istribu ted  am ong  the several cities 
and tow n s in  the sam e m anner as the state tax for  the year 
n ineteen  h undred  and seventeen . T h e tax com m issioner shall, 
on or be fore  the first day  o f N ov em b er  in the year n ineteen 
h undred  and seventeen , c e it ify  to  the treasurer and receiver 
general the am oun ts to  be pa id  to  the several cities and tow n s; 
and he shall report to  the general cou rt annually in the m onth  
o f Janu ary  the am ou n t o f taxes lev ied  upon  incom es in a cco rd 
ance w ith  the provision s o f this act, the am oun t collected , and 
the am oun ts paid  to  the several cities and tow ns, as well as the 
expenses in cu rred  b y  the com m on w ealth  in con n ection  therew ith.

F rom  the taxes co llected  under the provisions o f this a ct for 
years su bsequ en t to  n ineteen hundred and seventeen, expenses



of administration and collection, including the salaries of the 
income tax assessors and their deputies, assistants and clerks, 
shall be repaid by the commonwealth, and the balance shall be 
distributed to the various cities and towns in such proportion 
as the general court may determine.

S e c t io n  22 . Any taxpayer who in the year nineteen hundred 
and seventeen fails to bring in a list of taxable personal estate, 
as provided in sections forty-one to forty-nine of Part I of 
chapter four hundred and ninety of acts of the year nineteen 
hundred and nine, and acts in amendment thereof and in addi
tion thereto, shall be assessed in that year for an amount of 
personal estate not less than that for which he was assessed and 
taxed in the year nineteen hundred and sixteen. The tax com
missioner shall have authority to assess any taxpayer in any 
city or town for any amount of tax for which said taxpayer may 
be liable under the provisions of this section; and any assessor 
who shall violate the provisions of this section shall be liable to 
the penalties imposed by section thirty-nine of Part I of chapter 
four hundred and ninety of the acts of the year nineteen hun
dred and nine, and acts in amendment thereof and in addition 
thereto.

S e c t io n  23 . On or before the first day of August in each year 
the tax commissioner shall, upon the basis of the information 
then in his possession, notify the assessors of each city or town 
of the amount of income tax such city or town is to receive under 
this act. The said assessors, in determining the rate of taxation 
to be levied upon taxable property for the year, shall include in 
the estimated receipts lawfully applicable to the payment of 
expenditures the aforesaid amount of income tax.

IN F O R M A T IO N  A T  T H E  S O U R C E .

S e c t io n  24 . Every corporation required by Part III of 
chapter four hundred and ninety of the acts of the year nine
teen hundred and nine, and acts in amendment thereof and in 
addition thereto, or by chapter one hundred and sixty-seven of 
the acts of the year nineteen hundred and fifteen, to make a 
tax return to the tax commissioner shall, as a part thereof or in 
connection therewith, as the tax commissioner shall determine, 
and in such form as he may prescribe, make return of the name 
and address of every person to whom it has paid dividends, 
interest or annuities taxable under the provisions of this act 
during the preceding calendar year, and the amount paid to



/each such person and of every regular employee of such cor- 
Lration residing in the commonwealth to whom such corpo- 
| ration paid during the preceding calendar year as salary, wages 
I or otherwise for services rendered an amount exceeding eighteen 
I hundred dollars, together with the amount thus paid to each 
I of such employees; provided, that in the case of savings banks 
the returns required by this section shall be made only as a 
part of or in connection with the tax returns required by law 
to be filed on or before the tenth day of May in each year; and 
provided, f  urther, that every insurance company required to make 
a tax return by the provisions of section thirty-four of said Part 
III shall make the return required by this section not later 
than the tenth day of April of each year.

Every national bank located within the commonwealth shall 
make to the tax commissioner, on or before the tenth day of 
April in each year, under the oath of its cashier or other com
petent officer, the return required of other corporations by this 
section.

Se c t io n  25. Every corporation not subject to the preceding 
section, and every partnership, association or person that regu
larly employs any person resident in this commonwealth, and 
pays to such person dining any calendar year as salary, wages or 
otherwise for serjjjdes rendered! an amount exceeding eighteen 
h^fidred dollars, shall make return thereof to the tax commis 
«ioner in the form prescribed for, corporations by the preceding 
section on or before the tenth da /̂ of April next succeeding the 
expiration of the year during which such payments were made. 
In the case of partnerships such returns shall be made by one of 
the partners; in the case of corporations and associations by the 
treasurer or other competent officer’; and in the case of persons 
by the person who has been the employer. In every case the 
return shall be made under oath.

Every partnership, association or trust having transferable 
shares shall file with such return a list of every person to whom 
it has paid during the preceding calendar year dividends, interest 
or annuities that are taxable under this act, with the amount 
paid to each such person.

S e c t i o n  26. Every bank, trust company, banker or collecting 
agent within the commonwealth that receives coupons for 
collection shall, on or before the tenth day of April in each year, 
file with the tax commissioner a list of the names and addresses 
of persons residing in the commonwealth who have declared



themselves, or who have been declared by their agents, to be the 
owners of the bonds from which were detached the coupons 
collected by such collecting agents during the preceding calendar 
year, together with a statement of the amount collected for each 
person whose name is returned.

S e c t io n  27. The treasurer of every city, town and county 
and the auditor of the commonwealth shall, in each year not 
later than the tenth day of April in the form prescribed by the 
tax commissioner furnish said commissioner with the names and 
addresses of employees of said cities, towns, counties and of the 
commonwealth respectively and of amounts paid during the pre
ceding calendar year as salary, wages, or otherwise to each of 
such employees in amounts exceeding eighteen hundred dollars 
in each case.

S e c t io n  2 8 . Every corporation subject to the provisions of 
section twenty-four, except national banks, which refuses or 
neglects to make the return thereby required shall be subject to 
the penalties now or hereafter fixed by law for refusal or neglect 
to file with the tax commissioner its return for taxation. Every 
national bank, and every corporation included in section twenty- 
five, which refuses or neglects t/.o make the return thereby re
quired shall be subject to the penalties now' or hereafter fixed 
by law for domestic business corporations which-refuse or neglect 
to file with the tax commissioner their returns for taxation. 
Every partnership, association! or person subject to the provb 
sions of section twenty-five wljiich refuses or neglects to make the 
return thereby required shall; be subject to a fine of not more 
than one thousand dollars.

S e c t io n  29 . If any part, subdivision or section of this act 
shall be held to be unconstitutional by any court of competent 
jurisdiction, it shall not affect the validity of the remaining parts 
of this act.






