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Boston, Dec. 1, 1920.

To the Honorable Senate and House of Representatives.

Gentlemen: In compliance with the provisions of chap-
ter 131 of the General Acts of 1919, I have the honor to pre-
sent the following parts of the forthcoming annual report of
the Commissioner of Corporations and Taxation, containing
recommendations for legislation, accompanied by drafts of
bills embodying same.

Commissioner of Corporations and Taxation.

Respectfully submitted,
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RECOMMENDATIONS FOR LEGISLATION TO BE
CONTAINED IN THE ANNUAL REPORT OF THE
COMMISSIONER OF CORPORATIONS AND TAX-ATION.

Income Tax Legislation.

1. Paragraph (c) of section 5 of chapter 269 of the General
Acts of 1916 provides for the taxation of “the excess of the
gains over the losses received by the taxpayer from purchases
or sales of intangible personal property”, and further contains
a proviso to the effect that in the case of intangible personal
property held by trustees or other fiduciaries, “said excess shall
be determined and the tax imposed by this section shall be
assessed . . . and the tax shall be paid, at the time when such
trust is terminated, but such trustee or other fiduciary may at
his option include the said excess in any return of income made
prior to the termination of the trust, and the tax shall be as-
sessed and paid as of the year in which the return is made.
In the case of trusts that continue for more than five years,
the said excess, if not previously returned, shall be included
in a return of taxable income at least in every fifth year and
the tax shall be assessed and paid as of the year in which the
return is made.”

It is respectfully submitted that this special provision re-
lieving fiduciaries from returning gains from purchase or sals
of intangible personal property each year, as is the case with
other taxpayers, would undoubtedly be found upon judicial
scrutiny to be unconstitutional as class legislation.

While no accurate statistics are available, it is probably true
that a relatively small percentage of the fiduciaries filing re-
turns for taxation avail themselves of the five-year extension
herein provided, but the fiduciaries so availing themselves of
the privilege secure the peculiar advantage of being able to
offset losses which occurred in one or more years of the five-
year period against gains which accrued in some other year or
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years of the period, which is an advantage no other class o: F

I

taxpayers enjoy.
While difficulties and intricacies of administration should sel

dom be urged in opposition to provisions of taxing statute
unless of such a nature as seriously to affect the operation o
the law, yet it is a fact worthy of some consideration that the
complications resulting from the application of the above la
are more than trivial

The statute provides for the destruction of returns after tv
years, in the discretion of the Commissioner, but the prop'
administration of the law above referred to requires the pres
ervation of fiduciary returns for more than five years, thu
increasing the storage space and facilities to a considerable
extent. Further, difficult technical questions are continually
arising in connection with the application of this law, pa
ticularly as to whether or not the tax has
when no memorandum to that effect has been

been postponec
included by the

taxpayer
If there were some adequate reason in law or equity why

this particular advantage in reporting and being taxed upo i
gains from dealings in intangibles should be granted to the
class of fiduciaries, the above observations might well be dis
regarded, but since the provision is clearlv open to a constiti
tional objection, it is submitted that unless some adeqiu
reason is found for continuing the provisions of this statu
and a constitutional method of meeting the contingency is de-
vised, the statute should be repealed

Chapter 286 of the General Acts of the vear 1919,
titled “An Act relat
the business of dealing in intangible
vides that this cl

income taxable at li per cent ane
m which to deduct his expenses of operating t

allowable undt
section 6, chapter 269, General Acts of 191

The result of this la
to deduct the total

taxable at \\ and 3 pe

duction from income
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cent, and does not take into consideration the fact that the
taxpayer may have large amounts of income exempt from tax-
ation which should equitably bear a relative proportion of such
expenses. At least one case has come to the attention of the
Income Tax Division in which this additional deduction re-
sulted in reducing the tax to 0, where it was clear that the
taxpayer had a very large amount of income exempt from
taxation which, if it had been taken into consideration, would
have materially reduced the deduction and left the taxpayer
with a reasonable and proper amount of tax to pay. This
defect was clearly an oversight in the drafting of said chapter
286.

Division of Inheritance Tax.
3. In order to facilitate the work of the division it is pro-

vided that the registers of probate courts shall regularly file
copies of will, inventories and other information with this de-
partment. No such provision has been made with respect to
registers of deeds.

It is a common practice to create trust estates, by deeds
recorded with the registers of deeds, which may become sub-
ject to the inheritance tax. There have been instances which
have escaped the attention of the department because of lack
of knowledge of the recording of instruments of trust. The
recording of such deeds of trust, in my opinion, should be
notified to this Department for its information.

Division of Accounts.
During the year the twelfth annual report on the Statistics

of Municipal Finances (Public Document No. 79) was issued,
and the thirteenth annual report is now in the hands of the
printer. There has also been issued the thirty-third annual
report on the Statistics of County Finances (Public Document
No. 29).

In response to petitions and requests for audits or the in-
allation of systems of accounts which have been received

from various cities and towns, our entire force of examiner;
has been engaged upon this work. In carrying out the pro-
visions of chapter 245 of the Acts of 1920, the work in con-
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nection with the auditing of accounts will increase very ma-
terially. The co-operation received from the several city and
town officials in carrying on this work is most gratifying.

The number of town notes certified, as well as the amount
of money involved, has greatly exceeded that of any previous
year. This is due, in part, to the amount of work that needed
to be done by the several towns as a result of the general
policy of doing only the essential things during the period of
the war, thereby necessitating the raising of additional sums
of money during the current year.

4. At the present time all town and district notes issued
must have the name of the purchaser on the face thereof.
Owing to the growing practice of issuing serial loans on town
note forms instead of issuing bonds, and the fact that many
of these loans run from twenty to thirty years, such notes
would be more attractive to the investor if they could be made
“bearer” notes. This would probably require legislation, and
if a change as suggested is made, it ought to be made only
on condition that before notes are certified there must be filed
with the department a statement showing the name of the
bona fide purchaser.

Certain necessary clarifying amendments to chapter 355 of
the General Acts of 1919 were made in 1920. Other clarifying
provisions are embodied in the report of the commission ap-
pointed to recodify the laws. While it is probable that fur-
ther alterations wall ultimately prove desirable, it would seem
advisable to postpone action thereon until, in the light of data
not yet available, more deliberate consideration may be given
any proposed legislation.

Dissolution ok Corporations,

5. In accordance with a practice of several years’ standing,
I respectfully request the dissolution by legislative act of such
corporations as appear from the records of the department to
be no longer in active business. To continue to carry such
corporations upon our files entails much detail work, and no
good purpose appears to be served by the continuation of
corporate existence. Dissolution by legislative act has in the
past proved to be a procedure welcome not only to public



HOUSE — No. 106. [Jan. 1921.]6

rl

I

,r

if

officials but to the corporations themselves and to their of-
ficers. A bill for dissolution has been prepared for this pur-
pose. I have not included the names of the corporations to
be dissolved, but I shall be prepared to submit a list of them
to the committee upon request.

There has been considerable discussion of the advisability
of legislation providing for a poll tax for women. If any such
provision is to be made I recommend that it be at the earliest
possible date. Such legislation will involve a canvass of the
assessors of all the cities and towns by the Division of Local
Taxation to learn the number and size of additional books
which by statute must be provided for this purpose, the print-
ing and distribution of these volumes before April 1, and much
additional time for the listing of the women by the assessors.

6. I recommend the repeal of chapter 49, General Acts c
1918, and chapter 9, General Acts of 1919.
It was evidently the intention of the Legislature that in-

habitants of Massachusetts entitled to the bonus of 8100 under
the provisions of chapter 283, General Acts of 1919, should be
assessed a poll tax of $5 in the years 1920, 1921, 1922 and
1923, and, pursuant to the last sentence of section 9 of said
chapter 283, should have the right to apply to the assessor;

for an abatement of $3 thereof.
But because there has been no official termination of tin

World War the effect of chapters 49 and 9, above mentioned
has been that all inhabitants of this State, who were in th
service in this war, whether entitled to the bonus or not, ha\’
received entire exemption from the whole poll tax of §5 o

1920, and unless these provisions are repealed or tl
officially ended before April 1, 1921, will receive like exe
from the poll tax of 1921.

Division of Local Taxation
7. I recommend certain changes in regard to certificate;

abatement issued by the assessors. The present statutory ]
visions are inconsistent and provide no check in the audi
the accounts of the collector of taxe






