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In compliance with the provisions of chapter 269 of the
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following part of the annual report of the Tax Commissioner
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the year ending Nov. 30, 1917, which contains recommendation
for legislative action, accompanied by a draft of a bill embody-
ing the legislation recommended.

Yours respectfully,

WILLIAM D. T. TREFLY
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Tax Commissioner and Commissioner of Corporations

Boston, Jan. 2, 1918.
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The taxes assessed upon insurance companies in this State
fall naturally into three classes

due, to which are liable
both foreign and domestic.

I. A tax based upon the v
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b) All classes of domestic mutual companies having a guaranty
capital or permanent fund.

It is possible for an insurance company to be taxed in each
of two classes, as will be shown hereafter.

Class I. All life insurance companies in the State, domes-
tic or foreign, doing business on the stock basis or the mutual

rate of one-fourth of 1 per cent.
; in force and held by residents

plan, are taxed annually at the
on the net value of all policie:
of Massachusetts on the thirty
to this tax an additional tax if
other general classes.

•first of December. In addition
possible under each of the two

an life insurance companies of other
ompanies on the basis of premium

(a) A premium tax assessed up
States which tax Massachusetts c
receipts.

(6) A tax upon the corporate franchise value of a domestic life insur-
ance company doing business on the stock basis.

RECOMMENDATIONS TO BE CONTAINED IN THE
ANNUAL REPORT OF THE TAX COMMISSIONER.

1. Taxation of Insurance Companies
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Whenever it is necessary under retaliatory provisions to
assess a tax upon the reserve and also upon the premium
receipts of a foreign life insurance company the larger tax only
is collected. This is because the premium tax is not intended
to be cumulative but to bring different methods of taxation
to a reciprocal basis (198 Mass. 466). Of 28 foreign life
insurance companies doing business in this State 11 are assessed
a tax on premiums received under retaliatory provisions, and
of these the premium tax in 1916 exceeded the tax assessed
upon reserve value in only three cases, by the amount of
$8,156.52.

There are but two domestic life insurance companies organ-
ized to do business on the stock basis and consequently taxed
on their corporate franchise. One of these, by reason of the
large deductions applicable, has paid no franchise tax since
1907; the other was not incorporated until after April 1, 1917,
and has consequently as yet made no tax return.

In the administration of the laws governing the taxation of
life insurance companies, therefore, domestic and foreign, stock
and mutual companies may be said to be taxed practically on
the same basis.

Class 11. —■ Foreign fire, marine and miscellaneous companies
are taxed on the basis of net premium income at a uniform
rate of 2 per cent, unless a higher rate is necessary under re-
taliatory provisions. But the Legislature in 1916 recognized
the evident injustice to mutual insurance companies in being
taxed upon the full amount of the premium deposit, of which
from 2 per cent, to as high as 92 per cent., or all above the
actual cost of insurance, was returned or credited to the policy-
holder at the expiration of the policy, by allowing as a de-
duction all such unabsorbed premium deposits.

With respect to foreign companies, premium income is thus
the basis of taxation of both stock and mutual companies, but
allowance has been made for the different methods of doing
business.

The following table will show how the inequality in the
taxation of these two classes of foreign insurance companies has
been reduced by the amendment of 1916:
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One Year Policy of SlO,OOO.

Foreign* Mutual Companies. Foreign Stock Companies.

Premium. Tax. Premium. ax ‘

Under section 33: —

,
, 0 ,

Premium deposit $75 (92 per At 2 per cent. From $7 to $lO (say $10), • At 2 p,eri|f™
cent, returnable). equals $1.50. equals $0.20.

Under section 33 as amend-
ed : —*

Premium deposit $75, less un- $0.12 From $7 to $lO (say $10), . $0.20
absorbed premium deposit
returned (92 per cent, equals
$69) $6.

The actual cost of insurance to the insured has thus justly,
it would seem, become the measure of premium income with
respect to foreign stock and mutual companies of this class.

Domestic mutual insurance companies, other Than life com-
panies, have been favored by a tax upon net premiums and
assessments of only 1 per cent. However, until the amend-
ment allowing unabsorbed premium deposits as a deduction
was passed, our own mutual companies were paying at least
from three to four times as much tax as foreign stock com-
panies. This situation was relieved in direct proportion to
the relief given foreign mutuals, but a very great inequality
still exists when the tax nowT assessed upon domestic mutual
companies is contrasted with the tax assessed upon companies
in the following class.

Class 111. All classes of domestic stock companies, and
companies doing business on the mutual plan having a guaranty
capital or permanent fund, are taxed on an entirely different
basis, namely, the market value of the capital stock. From
this corporate franchise value deductions are allowed as
follows:

1. Real estate in Massachusetts at its assessed value
2. Mortgages secured by Massachusetts real estate.
3. Non-taxable securities.
4. Property situated outside Massachusetts and subject to tax where

situated.
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Beside this large group of deductions, the statute provides
for a refund from any franchise tax assessed upon a stock
insurance company of the amount of the tax paid by a national
hank on account of any of its shares which are owned by such
insurance company.

Seeking in the natural course of its business safe invest-
ments for its funds, an insurance company of this class has
only to choose real estate mortgages or other non-taxable
securities and Massachusetts national bank shares to become
exempt from taxation in Massachusetts. The following tables
will show to what extent this is the rule, and in what contrast
it is to the taxes assessed upon competing domestic mutual
companies:
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It will be seen from A that from four stock fire insurance
companies, having a net premium income of $1,784,413 and
a franchise value of over $11,000,000, the tax accruing to the
Commonwealth amounted to but $6,832.18. If taxed at the
rate of 1 per cent, upon net premium income these four com-
panies would have paid approximately $17,500. Such an
amount would compare favorably with the amount of tax
paid by four foreign stock fire insurance companies of slightly
lower total premium income, which at double the domestic
rate paid a total tax of $40,623.22 over a twelve months’
period in 1916.

Similarly, the three mutual fire companies having a guaranty
capital (B) would have paid approximately $1,700 if taxed on
net premiums, against $530.20 actually paid when taxed on
franchise value.

In the group of stock miscellaneous companies (C) the in-
adequacy of our present system of taxing stock insurance
companies is even more strikingly shown. Seven companies of
this class, having a franchise value of $3,273,750, pay no
franchise tax whatever. If taxed on the basis of their net
premium income these companies would have paid $8,750 to
the State.

In 1916, 27 competing domestic mutual insurance com-
panies, with a net premium income totalling $1,600,000, paid
taxes of $12,668.90; 8 mill mutual insurance companies in-
corporated under Massachusetts laws, with an aggregate net
premium income of $2,119,676, paid a total tax of $12,170.53;
5 miscellaneous companies, doing liability and workmen’s com-
pensation business, paid $21,465.93 in taxes. These five com-
panies received net premiums in 1916 of $2,430,546. Thus,
while insurance companies doing business on the mutual plan,
and consequently of a public-service character, justly pay a
substantial sum in taxes yearly to the Commonwealth, in-
surance companies transacting business on the stock basis for
private gain pay so small an amount of taxes as to be absurd in
view of the value of their franchise, and can even, and in the
majority of cases do, escape taxation altogether.

It has been shown that, in the case of life insurance com-
panies, domestic and foreign, stock and mutual companies are



TAX COMMISSIONER. [Jan.8

practically, in the eventual administration of the law, treated
alike, and that among foreign fire, marine and miscellaneous
companies the basis of taxation, namely, premium income, is
the same for both stock and mutual companies.

Is there any good reason why stock and mutual companies
incorporated under Massachusetts laws should be taxed on
totally different bases, and so unequally, that it is possible
for three mutual fire companies having a guaranty capital to
pay a tax of $38.51, in contrast to three mutual fire companies
of nearly the same net premium income which pay a premium
tax of $1,392.18 in the same year? Since it was the intent of
the statute to levy a tax upon Massachusetts mutual com-
panies at a rate one-half as great as that assessed upon foreign
mutual companies, should not domestic stock companies pay
a tax at least one-half as great as that imposed upon foreign
stock companies?

Stock insurance companies should at once be put upon the
same basis of taxation as competing domestic mutual com-
panies. Premium income is the logical basis of taxation of
stock insurance companies organized under Massachusetts laws
as well as of stock companies organized under the laws of
other States, and I therefore submit a bill to accomplish this
result.

There are other amendments which ought to receive con-
sideration at the hands of the Legislature, principally the
provisions of law providing for the taxation of reinsurance
premiums and the deductions allowed as an offset thereto.

The language in section 34, which provides for liability of
insurance companies to taxation under the provisions of sec-
tions 28 and 32, should be changed to read, “the provisions
of sections twenty-eight to thirty-two inclusive,” which is the
evident intent of the law, as shown by the language in section
35.

Section 31, providing for the taxation of insurance com-
panies under the laws of any government or State other than
one of the United States, was originally included with section
29, providing for the taxation of insurance companies incorpo-
rated under the laws of any other State of the United States,
and formed one section under the original statute (1862, 224,



1918.] HOUSE —No. 236. 9

§2). In it provision was made for the taxation of all pre-
miums, charged or received, on all contracts made in this
Commonwealth for the insurance of property therein, or re-
ceived or collected by agents in this Commonwealth. This
language continued to be the same in all subsequent provisions
of the statutes down to the enactment of the Revised Laws in
1902. Without giving any reason for their action in their report,
the commissioners on the revision of the statute omitted the
words “or received” and the words “received or” in the seventh
and eighth lines of section 31. They retained the language with
respect to foreign corporations organized in the States of the
United States but inadvertently omitted the above words with
reference to companies organized under the laws of States or
countries outside of the United States. Therefore I recommend
that the language of this section of the statute be restored to
its original form.

Sections 40 and 41, providing for the returns of corporations
subject to the corporate franchise tax and for the deductions
applicable in the computation of said tax, should be made to
except insurance companies having a capital stock which it is
now recommended should be taxed upon premiums charged or
received under the provisions of the proposed section 2§. To
this end, also, section 53, which authorizes a corporate fran-
chise tax upon mutual insurance companies having a guaranty
capital or permanent fund, should be repealed in its entirety.
Such companies would likewise be embraced under the pro-
visions of section 28 and taxed on premium income.

The provisions of section 18, for a refund to insurance com-
panies liable to taxation upon their corporate franchise value
of the amount of tax paid on account of national bank shares
owned by them, should also be repealed if such companies are
no longer to be taxed upon the value of their corporate fran-
chise but upon premium income.

2. Anti-stock Watering Laws.
The anti-stock watering laws passed in 1904, now codified

in chapter 109 of the Revised Laws, forbid the issue of stocks
and bonds of public-service corporations except to the extent
authorized by -the Railroad Commissioners, the Gas and Elec-
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trie Light Commissioners and the Commissioner of Corpora-
tions. Railroads and street railways were obliged to apply for
authority to issue stocks and bonds to the Railroad Com-
mission, now the Public Service Commission, gas and electric
light companies to the Gas and Electric Light Commission,
and telephone, telegraph and water companies to the Com-
missioner of Corporations. The power conferred on these vari-
ous public officers consisted in authorizing the issue of securi-
ties and the power to fix the price at which such securities
should be issued. The first power, namely, that of authorizing
the issue of securities, is now contained in section 24 of chap-
ter 109 of the Revised Laws, and the power to fix the price of
issue in section 30 of the same chapter. In 1913, chapter 784,
the Legislature amended section 24 and section 27 of chapter
109 of the Revised Laws so as to divest the Commissioner of
Corporations of t,he power to authorize the issue of securities
and vest it in the Public Service Commission so far as tele-
phone and telegraph companies are concerned. No corre-
sponding amendment was made to section 30, however, so
that the Commissioner of Corporations is still charged with
the power of authorizing the value at which such securities are
to be issued. As the statute now stands, one commission
authorizes the issue of securities and another fixes the value
of such issue. There seems to be no good reason why the
commission which authorizes the amount of securities to be
issued should not also fix the price. The commission issuing
securities is certainly as competent to fix the price at which
they should be issued as any other commission is, and it is
plain that this class of corporations should not be required to
go to the trouble and incur the expense of bringing two pe-
titions and having two hearings before different tribunals when
only one is necessary. I therefore recommend that the stat-
utes be so amended as to authorize the commission charged
with the issue of securities of this class of corporations to fix
the price at which such securities shall be issued. In respect
to water companies, chapter 787 of the Acts of 1914 provided
that thereafter issues of securities should be made by the Gas
and Electric Light Commission.
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3. Legacy Tax Appraiser.

Under section 2 of Part 111., chapter 490, Acts -of 1909,
provision is made for the appointment by the Tax Commis-
sioner of appraisers from time to time to value property sub-
ject to the inheritance tax. This provision was inserted in
order that the Commissioner might at all times have the power
to call in experts upon the valuation of property situated in
different parts of the Commonwealth to assist him in making
such valuations. There has always been in the office an
official having permanent charge of the appraisement of estates,
but no specific provision was made for such official in this
section. I therefore recommend that said section be amended
so as to provide for the appointment of such an official.

4. Inheritance Tax.
(a) The statutes regulating the taxation of legacies and

successions contemplate the taxation of gifts, 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, to any person,
absolutely or in trust, etc. This statute does not include
gifts inter vivos, whether made to take effect during the life-
time of the donor or in contemplation of death. This is a
very serious omission in the law, and many people take ad-
vantage of it by making a distribution of their property while
in contemplation of death. Many of the States have provided
by legislation that gifts in contemplation of death shall be
taxed, and thereby prevent much loss in revenue to the State.
The practice has reached such a stage in Massachusetts that
it is believed a large amount of property passes each year
without paying any tax. I have prepared a bill covering the
distribution of property passing in this way and recommend
that it be enacted into law.

(6) The resources of the Commonwealth will probably be
strained for some years to come on account of the enormous
expenses incident to the world war, and it will be necessary
to find additional sources of revenue to meet such increased
expenses. I therefore recommend legislation providing that
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for a limited period an additional tax of 25 per cent, be levied
upon every assessment of legacies and successions after the
passage of such legislation.

5. Taxation of Foreign Corporations,

It is becoming popular among the States to provide by
legislation for the issue of capital stock without par value.
Laws have already been enacted in New York, California,
Maryland and Maine, providing
will probably be followed by
claimed for such an issue are
issuing of capital for property
for such issue. Heretofore in

; for such issue, and the practise
other States. The advantages
that those responsible for the
may be relieved from liability
issuing* stock for property, the

value of which cannot be determined with any degree of
accuracy, those issuing the stock have been obliged to assume
the responsibility of placing a A-alue thereon equal to the par
value of the stock, and the vendor of the property has been
held liable to creditors for the difference between the par
value and the real value of the property.

Under the Maine law it is claimed that “upon the payment
of the amount stated in the certificate of organization as the
amount of capital with which the corporation will carry on
business, the transaction becomes a simple one of sale and
exchange. The corporation agrees with the vendor to issue a
certain number of shares in exchange for certain property.
No question of stockholders’ liability arises and credit is ex-
tended to the corporation not in reliance upon an arbitrary
valuation of its stock, but upon the sounder and more sub-
stantial basis of its actual assets.”

The importance of this legislation is the effect which it has
in determining the amount of excise tax to be paid by a foreign
corporation without par value doing business in Massachusetts
under the provisions of Acts of 1909, chapter 490, Part 111.,
section 56, and Acts of 1914, chapter 724. In both of these
statutes the tax is laid upon the par value of its authorized
capital, and the question arises what is the authorized capital
at par when the stock has no par value. It is noticeable that
the same question must have arisen in the minds of the
framers of these laws in other States, for in every one of them
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it was thought necessary to provide that in the organization of
non-par value corporations, for the purpose of taxation only,
and for no other purpose, the shares are regarded as being of
the par value of $lOO each. It is possible for the Tax Com-
missioner to assess the excise by assuming that the law of the
State where the corporation is organized applies to taxation in
other States. A doubt, however, has been raised as to whether
such laws are applicable to taxation outside of their original
jurisdiction, and I deem it wise to recommend to the Legis-
lature the enactment of a law providing that for the purpose
of assessing the excise tax upon foreign corporations the'par
value of the authorized capital shall be taken at $lOO a share.

6. Relative to the Department of the Tax
Commissioner.

The stock transfer act (chapter 770, Acts of 1914) provides
that for the purpose of carrying out the provisions of the act
the Tax Commissioner, with the advice and consent of the
Governor and Council, shall appoint a fourth assistant and
examiner, etc.

Acts 1909, chapter 490, Part 111., section 2, provides that
the Commissioner may also, with the advice and consent of
the Governor and Council, appoint, and with their consent

Paries to be approved by theremove, three assistants at
Governor and Council.

assistants, unlike those of theThe duties of these three
fourth assistant, are not prescribed by statute. The Com-
missioner has therefore used them for the purpose for which
they were originally intended, that is, to assist him in the
administration of the various functions placed upon him by the
laws. Under these circumstances they have been used from
time to time for such duties as the Commissioner has felt most
needful. Although the fourth assistant’s duties are prescribed
by statute, the Commissioner has found it convenient and very
useful to place him in charge of other duties besides those
prescribed by statute, and the plan has worked well. It seems
to me that the good of the public service is best subserved by
following this course.

In order that there may be no doubt of the Commissioner’s
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right to employ the fourth assistant in that way, I have pro-
vided a bill, which I recommend be enacted into law, giving
the Commissioner power to prescribe such other duties to the
fourth assistant as from time to time seems proper and useful.

It has been my practice since the enactment of the Business
Corporation Law to recommend the dissolution of those corpo-
rations which from one cause or another have ceased to oper-
ate under their charters, have liquidated their assets, paid their
debts and gone out of business. The only method of dis-
solving a corporation is that provided by section 51 of chapter
437 of the Acts of 1903, that is, by application to the Supreme
Judicial Court; but as most corporations do not care to meet
the expenses incident to this procedure, and the failure to
dissolve corporations results in much unnecessary expenditure
of time and expense in this office, I have asked the Legis-
lature which created these corporations under the general law
to dissolve them. I therefore present a bill for this purpose,
and recommend that the corporations in question be dissolved.

Suggestions for Amendment of Certain Taxation
Statutes.

The taxation of income from intangible personal property
under the provisions of St. 1916, chapter 269, and the conse-
quent exemption of such property from other taxation, as well
as certain decisions of the Supreme Judicial Court affecting
other provisions of the taxation statutes, make it desirable to
suggest amendments to certain parts of the statutes affected.
The principal suggestions which I desire to recommend are
contained in the following paragraphs:

7. Dissolution of Corporations.

8. Relative to the Taxation of Household Furniture.
The exemption of $l,OOO on household furniture provided in

the eleventh clause, section 5, Part 1., chapter 490, Acts of
1909, should be limited in terms to the furniture in use by a
resident of this Commonwealth in the house which is his home
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or domicile. The Supreme Court has intimated in Sullivan v.
Ashfield, 227 Mass. 24, that the exemption is not intended to
extend to foreign persons.

Purposes
Section 8, Part 1., chapter 490, Acts of 1909, makes pro-

vision against loss sustained by a city or town of taxes by
reason of the holding therein of land for water supply purposes
by another city or town.

Land so held for sewage-disposal purposes is not provided
for, and pursuant to Somerville v. Waltham, 170 Mass. ICO,
and other similar cases, appears to be exempt from taxation.
A remedy should be provided and I have drawn a bill for that
purpose.

or occupied for Business Purposes
All lands of the Commonwealth leased or occupied for busi-

ness purposes should be subject to taxation in the manner
provided in section 12, Part 1., chapter 490, Acts of 1909, for
taxation of leased portions of the Commonwealth Flats, and
I have drawn a bill to provide therefor.

11. Relative to the Taxation of Tangible Personal Property,
The principle, “ Mobilia personam sequuntur, ” by which

personal property was regarded as subject to the law of the
owner’s domicile, has always been the basis for the taxation
of personal property under the taxation laws of this Common-
wealth. This rule, however, has been questioned with respect
to its application to tangible personal property. The decisions
of the Supreme Court of the United States make it plain that
in any question respecting the situs for taxation of tangible
personal property, the opinion of the court would inevitably
fix such situs in the place where the property is located. (See
Union Transit Co. v. Kentucky, 199 U. S. 194, and also
Southern Pacific Co. v. Kentucky, 222 U. S. 63.) As a matter
of justice to the cities and towns in this State it would seem
to be obvious that such property should be taxed where it

9. Relative to the Taxation of Property held for Sewage-disposal

10. Relative to the Taxation of Land of the Commonwealth leased
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receives protection. I therefore recommend that section 23 of
Part I. of chapter 490 of the Acts of 1909 be amended so as
to provide that all tangible property shall be taxed to the owner
in the city or town where it is located, and such other amend-
ments be made to said section and other sections as will make
them conform to this principle.

Since the passage of chapter 269 of the General Acts of 1916,
the penalty provisions of section 29 of Part I. of chapter 490,
of the Acts of 1909, are more needed to check agreements as
to undervaluations as an inducement for the location of a
business than in connection with domicile. I have therefore
prepared an amendment to this section providing the change
recommended.

Since the passage of chapter 269 of the General Acts of 1916,
the provisions of section 31 of Part I. of chapter 490 of the
Acts of 1909 are no longer useful, and I recommend that the
section be repealed.

14. Relative to the Filing of Lists for Purposes of Taxation
By the provisions of section 41 of Part I. of chapter 490 of

the Acts of 1909, the assessors have the option, when calling
for the filing of lists, to require the listing of the real estate, or
to permit the omission thereof from the lists.

The practice of requiring the listing of the real estate is now
so universal that for the sake of uniformity it should be re-
quired in all cities and towns. I recommend the change and
have prepared a bill to put it in effect.

This recommended change would also require the repeal of
the last sentence of section 73 of said Part 1., and this I have
provided for in another bill.

12. Relative to Agreements to evade Taxation.

13. Relative to the Fraudulent Transfer of Stock to evade
Taxation.
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15. Relative to Abatement of Taxes.
Section 49 of Part I. of chapter 490 of the Acts of 1909 pro-

vides a penalty against executors, administrators and trustees
which, since the passage of chapter 269 of the General Acts of
1916, is-unnecessary and burdensome. I therefore recommend
its repeal, and have prepared a bill therefor which also effects
a necessary accompanying change in section 73 of said Part I.

Section 5 of Part 11. of chapter 490 of the Acts of 1909
should be amended by dropping the provision with regard to
discounts allowed. The provision for discount on taxes con-
tained in section 70 of Part I. of said chapter 490 was re-
pealed by chapter 688 of the Acts of 1913, and the allowance
of a discount is now illegal. I have prepared a bill to make
this change.

17. Relative to the Removal of Collectors of Taxes from Office
Sections 7, 86 and 87 of Part 11. of chapter 490 of the Acts

of 1909 contain provisions with regard to removal from office
of a collector of taxes, but there is no provision for his re-
moval from office for lack of faithful performance of duty or
for failure to furnish a bond in compliance with the provisions
of law and acceptable to the selectmen of a town, pursuant to
section 77 of chapter 25 of Revised Laws, or to the officials of
a city charged with similar duties and powers.

This is a material defect and should be remedied. I am
submitting a bill for the purpose.

The provision as to traveling expenses contained in section
32 of Part 11. of chapter 490 of the Acts of 1909, as amended
by chapter 237 of the Acts of 1913, should be made similar to
those contained in section 13 of said Part 11., as amended by
section 22 of chapter 237 of the General Acts of 1915.

The present difference in the two sections causes misunder-
standing. A bill has been prepared amending section 32.

16. Relative to Discount on Taxes.

18. Relative to Traveling Expenses of Collectors of Taxes and
Others.
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19. Taxation of Income from Shares in Vessels.
At the present time the income from shares in vessels is

not taxed by reason of the taxation of these shares under a
special excise tax, as provided in section 7 and section 28 of
Part I. of chapter 490 of the Acts of 1909. This excise tax,
in my opinion, is not an adequate tax upon such income and
is itself of doubtful constitutionality. I therefore recommend
the bringing of such income under the provisions of the income
tax law, and submit herewith proposed legislation for this
purpose.

20. Taxation of Income from Transactions in Real
Estate.

At the present time, under the income tax law a person
engaged in the business of dealing in real estate is taxable
upon his income therefrom. The question of determining what
constitutes a business is a difficult one and more or less arbi-
trary, and there is no real ground for exempting the income
from a single transaction where the income from several trans-
actions is taxable. I therefore submit proposals for legislation
to make such income taxable.

21. Power to summons Witnesses.
Under the inheritance tax act the Tax Commissioner has

authority to summons any witness who may give information
pertaining to any consideration. Such power was not included
in the income tax law, where it is more greatly needed. I
therefore submit proposed legislation to remedy this omission
and to assure the attendance of such witnesses as may fail to
obey a summons of the Tax Commissioner.

22. Exemptions of Married Persons from the Income
Tax.

A large number of married persons have claimed the benefit
of the exemption of $3OO from their taxable interest, dividends
and annuities where their total income from all sources was
under $6OO. This exemption should not be extended to per-
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sons whose husbands or wives have substantial means. I be-
lieve that this exemption should properly be confined to those
persons whose income, taken in conjunction with that of the
husband or wife, does not exceed $1,200, and submit a pro-
posed act to accomplish this result.

23. Supervision or Local Assessors in Connection with

the Examination of Income Tax Returns.
The Tax Commissioner is frequently in receipt of important

information bearing upon the correct assessment of tangible
property by local assessors. It is important that he should,
beyond question, be authorized, in pursuance of his duties, to
transmit to local assessors such information as he may possess.
The proposed act accompanying this would accomplish this
purpose, and I recommend its passage.

24. Interest upon Income Taxes.
To make the provisions of the income tax conform to the

provisions relative to the payment of interest upon taxes
locally assessed, so that the interest will be added from the
first day of October in all cases where payment is not made
within fifteen days thereof, I recommend the passage of the
accompanying bill.

25. Gross Negligence in the Preparation of Income
Tax Returns.

In many cases a person is guilty of gross negligence in the
preparation of an income tax return, but it would be exceed-
ingly difficult if not impossible to convict criminally upon the
ground of fraud. Such negligence often leads to fraud and
should receive some correspondent penalty, and I therefore
recommend the adoption of the accompanying bill for this
purpose.




