
SENATE No. 343

Senate, April 12, 1918.

The committee on Taxation, to which was referred the
petition (with accompanying bill, House, No. 1054) of
Frederic B. Greenhalge relative to the computation of the
income tax upon income received by estates held in trust
by trustees, reports the accompanying Bill (Senate, No 343).

For the committee,

MALCOLM E. NICHOLS.

Cte Commontocaltlj of eeassaclmsctts.
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In the Year One Thousand Nine Hundred and Eighteen.

AN ACT
Relative to the Income Tax on Property held in

Trust.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and by the authority of the
same, as follows:

1 Section 1. Section nine of chapter three
2 hundred and sixty-nine of the acts of the year
3 nineteen hundred and sixteen is hereby amended
4 by adding after the word “commonwealth”, in
5 the ninth line of said section, the following:-
6 In the computation of such tax the trustees, in
7 addition to the deduction on account of interest
8 paid allowed under the provisions of section
9 three of this act, shall be entitled to the following

10 deductions from income taxable under sections
11 three, five (a) and five (c) of this act respectively
12 before the taxable income of the beneficiary or
13 beneficiaries shall be finally determined:
14 (a) Such proportion of the following items as
15 the amounts of income taxable under the provi-
-16 sions of sections two, five (a) and five (c) of this
17 act respectively bear to the total income received
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18 by the trustee from all sources, exclusive of in-
come taxable under section five (b) of this act,
to wit; all taxes paid within the year to the
United States or any other nation or to any state,
county, city, town or district, except taxes
assessed on real estate, or tangible personal prop-
erty, inheritance or other taxes assessed upon
the transfer of estates of deceased persons,
Massachusetts income taxes and assessments for
betterments; amounts paid within the year for
rental of safe deposit boxes; and amounts paid
within the year for premiums on surety bonds of
the trustee.
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(b) All amounts paid on account of fees or

compensation for services of the trustee, to an
amount not exceeding five per cent of the gross
income taxable under sections two, five (a) and
five (c) respectively of this act.
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(c) All taxes paid within the year to the Com-
monwealth of Massachusetts assessed under the
provisions of this act on income taxable under
sections two, five (a) and five (c) of this act
respectively on account of beneficiaries who still
remain inhabitants of the Commonwealth.
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The trustee shall also be entitled to deduct
from the income taxable under the provisions of
section two of this act a proper amount for the
amortizatoin, according to any approved method,
of premiums paid upon bonds owned by the
estate the income of which is taxable under the
provision of said section two, so that said sec-
tion shall read as follows; —■
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50 Section 9. The income received by estates
held in trust by trustees, any one of whom is an
inhabitant of this commonwealth or has derived
his appointment from a court of this common-
wealth, shall be subject to the taxes assessed by
this act to the extent that the persons to whom
the income from the trust is payable, or for whose
benefit it is accumulated, are inhabitants of this
commonwealth. The tax shall be assessed to
such of the trustees as are inhabitants of the
commonwealth. In the computation of such
tax the trustee, in addition to the deduction on
account of interest paid allowed under the pro-
visions of section three of this act, shall be en-
titled to the following deductions from income
taxable under sections three, five (a) and five (c)
of this act respectively before the taxable income
of the beneficiary or beneficiaries shall be finally
determined:
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(a) Such proportion of the following items as
the amounts of income taxable under the provi-
sions of sections two, five (a) and five (c) of this
act respectively bear to the total income received
by the trustee from all sources, exclusive of in-
come taxable under section five (b) of this act,
to wit: ■—- all taxes paid within the year to the
United States or any other nation or to any state,
county, city, town or district, except taxes
assessed on real estate, or tangible personal prop-
erty, inheritance or other taxes assessed upon
the transfer of estates of deceased persons,
Massachusetts income taxes and assessments for
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82 betterments; amounts paid within the year for
rental of safe deposit boxes; and amounts paid
within the year for premiums on surety bonds of
the trustee.
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(b) All amounts paid on account of fees or
compensation for services of the trustee, to an
amount not exceeding five per cent of the gross
income taxable under sections two, five (a) and
five (c) respectively of this act.
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(c) All taxes paid within the year to the com-
monwealth of Massachusetts assessed under the
provisions of this act on income taxable under
sections two, five (a) and five (c) of this act
respectively on account of beneficiaries who still
remain inhabitants of the commonwealth.
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The trustee shall also be entitled to deduct
from the income taxable under the provisions of
section two of this act a proper amount for the
amortization, according to any approved method,
of premiums paid upon bonds owned by the
estate the income of which is taxable under the
provision of said section two.
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Such part of the income of intangible personal
property held in trust as is payable to or accumu-
lated for persons who are not inhabitants of the
commonwealth, shall be exempt from the taxes
imposed by this act.
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If an inhabitant of this commonwealth receives
income from one or more executors, adminis-
trators or trustees, none of whom is an inhabitant
of this commonwealth or has derived his appoint-
ment from a court of this commonwealth, such
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114 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.
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118 An executor, administrator, or trustee may, at

the request of any beneficiary, claim the benefit
of the exemptions provided by sections four and
five of this act for each person to whom the in-
come from the trust is payable, or for whose
benefit it is accumulated, and an inhabitant of
this commonwealth receiving income from one

or more executors, administrators or trustees,
none of whom is an inhabitant of this common-
wealth or has derived his appointment from a
court of this commonwealth, may also claim the
benefit of such exemptions: 'provided, however,
that no such exemptions shall be allowed unless
the tax commissioner is satisfied by an affidavit
from the beneficiary who claims exemptions, or
for whose benefit the same are claimed, or other-
wise, that such beneficiary is not allowed in all
trusts or estates under which he may be a bene-
ficiary, 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 respec-
tivelv.
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Corporations authorized under the laws of this
commonwealth to act as trustee or in any other
fiduciary capacity shall, with respect to the in-
come received by them in that capacity, be sub-
ject to the provisions of this act in the same
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manner and under the same conditions as indi-
vidual inhabitants of this commonwealth acting-
in similar capacities, except that no such corpora-
tion shall be taxed on account of any property
the income of which would be taxable under sec-
tion two hereof if received by an individual in-
habitant, or on account of the income derived
from such property, if such property is held by
such corporation as mortgagee or pledgee to
secure the payment of bonds, notes or other evi-
dences of indebtedness the interest on which is
taxable under section two of this act to such
individual inhabitants of the commonwealth as
receive it, or the principal of which is exempt
from taxation under laws other than this act.
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The provisions of this act with reference to the
taxation of income received by trustees shall, so
far as apt, apply to the income received by
guardians, conservators, trustees in bankruptcy,
receivers and assignees for the benefit of cred-
itors. Income accumulated in trust for the
benefit of unborn or unascertained persons or
persons with contingent interests shall be taxed
as if accumulated for the benefit of inhabitants
of this commonwealth.
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For the purpose of facilitating the settlement
and distribution of estates held by executors,
administrators, trustees, guardians, conservators,
trustees in bankruptcy, receivers and assignees
for the benefit of creditors, the tax commissioner,
with the approval of the attorney-general, may
on behalf of the commonwealth agree upon the

171
172
173
174
175
176
177



INCOME TAX. [Apr. 1918.8

178 amount of taxes at any time due or to become
179 due from such estates under the provisions of
180 this act, and payment in accordance with such
181 agreement shall be full satisfaction of the taxes
182 to which the agreement relates.

1 Section 2. This act shall take effect upon
2 its passage.


