
HOUSE No. 134

Department of Corporations and Taxation
Boston, Dec. 1, 1919.

Hon. Albert P. Langtry, Secretary of the Commonwealth, State He
Boston

Dear Sir: According to law I hand you herewith that
part of my forthcoming annual report which contains recom-
mendations for legislation, together with hills designed to
carry out my recommendations.

Respectfully your

WILLIAM D. T. TREL’in

CJic Commontocaltt) of

CommisHone
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1 renew my recommendation, made in 1918, that gifts
made in contemplation of death be taxed under the inherit-
ance tax laws of the Commonwealth. I stated at that time
that many people take advantage of the failure of the
inheritance tax law to provide that such gifts be taxed, and
that thereby considerable revenue which ought legitimately
to come to the State is lost. The fact grows more apparent
as time goes on, and the losses are becoming so great that
I deem it my duty to call attention to the matter again.

Almost all the States which have legacy tax laws have

provided for this possibility of escape from taxation, and
the Federal laws are very stringent in their provisions. I

predict that if this omission is not provided for now, in a

few years the loss in taxes to the Commonwealth will grow
into millions. I earnestly recommend #n amendment to
these laws providing for the taxation of gifts in contempla-
tion of death

2 and 3. Income Tax Legislation

Possibly the one criticism of our income tax system which
can be made with some semblance of justification lies m the

complications incident to the various classifications of taxable
and exempt income. While, fundamentally, these classifi-
cations, or most of them, rest upon perfectly sound theo-
retical foundations, yet it is still an undeniable fact that the
complexities incident to the four classifications as established
are somewhat of a handicap both to the administration of
the law and to the tax-paying public, who find it quite

difficult properly to allocate the various kinds of income in
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their returns. In the course of approximately eight thou-
sand verifications of returns made within the past two years,
nearly half of that number were found to be in error, either
in favor of or against the interei ts of the taxpayer

While it is hoped that a met
to ameliorate some of these c
specific legislation to this end i
proposed to include in the ai

rod presently may be found
complications, and while no
is to be here suggested, it is
nnual report some statistics

and suggestions directed to the desirability of the abolition
of the gains or 3 per cent classification and its inclusion,
slightly 'modified, within the classification: and
it is onlv ui case no action this character is to be coi

10 session that the followin
o

sidered advisable during the )2i

recommendation is made

the income tax law provides
of the gains over the losses

Subsection (c) of section 5
for the taxation of “the exc

of

received by the taxpaye'r from purchases or sales of in-
tangible personal property, ...” While the definition
of a “sale” by some authorities seems to be broad enough

Kent’s Commentariesto include a barter or exchange
this interpretation is called in doubt by other authorities,

sale” to embrace only “thewho confine the concept of a
transfer of . . . property in a thing for a price in money.’

this latter interpretation beSee Beni’amin on Sales.) If
the one to be adopted by the c
statute, much of this class of

mrts in construing our taxing
income will be found to be

exempt from taxation for this technical reason. It does not
seem reasonable to assume that it was not the intention of
the legislation to embrace in this classification all transfers
of intangible property for value, whether in mopey or for
property which has a mone lue, otherwise the form
rather than the substance of
govern its taxability. It h
classification of income is to
be qualified by the addition

the transaction would always
therefore suggested, if this

be retained, that the statut
of the w7 ords “or other dh

positions,” so that there may
inclusion of gains from dispo

be no possible doubt of the
itions of property by barter

or exchange for other property of value.
The only other suggestion for legislation at this time
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relates to the exemption of $250 from the income of the
taxpayer from profession, employment, trade or business on
account of minor children. The present age limit of such
children for whom such exemption may be claimed is fixed
at eighteen years and was probably copied from the Federal
law, possibly without a very thorough analysis of the under-
lying reasons for fixing upon that particular age. It is true
that many children become self-supporting on or before
reaching the age of eighteen years, and undoubtedly the
ideal situation would. be to exempt the parent’s income in
the amount specified so long as each child remained'actually
dependent and to cut off the exemption immediately there-
after. But such a course, it is anticipated, wmuld complicate
the administration of the law to a degree out of proportion
to the additional taxes thereby collected, and it is un-
doubtedly the better practice to fix an arbitrary age limit
and be content with substantial justice in the ordinary case.

Is the present age limit a just and fair one to the average
taxpayer? When it is considered that as time goes on more
and more of our young men and women are seeking higher
education, not alone from the homes of the wealthy but
from the homes of mechanics and the great middle classes
(so called) as w7 ell as from those of moderately circumstanced
merchants and relatively low salaried professional men;
when it is realized that many a parent of moderate though
taxable income is financing one or more boys or girls through
a college course; and, particularly, w’hen it is acknowledged
that between the ages of eighteen and twenty-one years the
expense of maintenance of dependent children, especially
the child in college, is more than double the expense of any
prior year, there seems to be much equity in the frequent
complaint that the age limit of eighteen years is too low7
and that this limit may wT ell be raised to twenty-one years,
the legally' and generally recognized, age of independence.
Before this suggestion reaches the stage for action in the
General Court, it is planned to present definite statistics,
now 7 in preparation, which will give a reasonably 7 accurate
idea of the effect of the accompanying act upon the revenue.
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4. Listing of Poll Taxi
Since the passage of chapter 679 of the Acts of 1913 the

assessors of a majority of all except the smaller municipali-
ties, in accordance with the provisions of this act, have
listed and certified to the collectors of taxes, in advance of
the lists of property taxes, the whole or a part of the poll
taxes.

The passage of chapter 321 of the General Acts of 1919
has provided more fully for the early assessment and collec-
tion of the poll taxes, and I anticipate that it will result
in the general adoption of this method. This will involve
the listing of the poll taxes separate from the property

arrangement of the bookstaxes. I wish to modify the
provided to the assessors purs'
of chapter 490 of the Acts of
provide for the new condition :
the cost of the books. I feel

uant to section 57 of Part I
1909 in such a manner as to

and also to make a saving in
1 that I am prevented from

making this change because of the definite directions con-
tained in said section 57. I recommend an amendment of
section 57 sufficient to authorize the arrangement of the
books to suit the present conditions.itioi

5. Collection of Poll Taxes.
By the provisions of section 10 of chapter 283 of tl

General Acts of 1919 the poll tax for the years 1920, 192
1922 and 1923 is fixed at 85. By the provisions of sectioi
13, 14 and 15 of said chapter the Tax Commissioner
required to assess and the Treasurer and Receiver-Gener
to collect from each city and town, respectively, 83 c
account of each 85 poll tax assessed in each of said years.

It appears, however, that the statute above mention*
fails to take into account the fact that existing statutoi
provisions prevent the collection from some of the persoi
assessed of the whole or a part of the poll taxes assessed
the years in question. These provisions are stated helm

The fourteenth clause of section 5 of chapter 490 of tl
Acts of 1909, as amended by section 3 of chapter 144 of tl
General Acts of 1910, grants to certain veterans of the (
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War exemption, at their request, from payment of the poll
tax.

Chapter 49 of the General Acts of 1918, as amended by
chapter 9 of the General Acts of 1919, grants to certain
persons who have been in the military or naval service of the
Federal government in the World War exemption from the
payment of the poll tax “up to and including the year of
their discharge.”

The last sentence of section 9 of chapter 283 requires the
abatement, on application, of $3 of the poll tax of each of
the years 1920, 1921, 1922 and 1,923 of any person entitled
to the benefits of said chapter 283.

I believe it was not the intention of the Legislature to
require from the municipalities contributions under the pro-
visions of said chapter 283 with respect of poll taxes which,
by reason of the three provisions of law above described,
may not be collected from the persons assessed.

I therefore recommend that legislation be enacted which
will 'allow the Tax Commissioner to take into account in
the assessment to be laid upon the municipalities the exemp-
tions from payment of poll taxes caused by the, provisions
of the statute above described, and also to make abatements
in cases where the assessments laid have not been computed
in such manner as to include allowance for such exemptions.

I feel, also, that some statutory provision should be made
with regard to poll taxes abated by the assessors pursuant
to the provisions of section 83 of Part I of chapter 490 of
the Acts of 1909, as amended by chapter 226 of the Acts
of 1913.

Pursuant to these provisions undoubtedly many taxes
have been abated which were collectible when committed
to the collector of taxes and for a reasonable time there-
after, but have eventually become uncollectible by reason
of the lack of faithful performance of his duty by the collec-
tor. The municipality is protected by the bond of the
collector of taxes from loss by failure to collect in such
cases, and I am convinced that no law should be enacted
which will deprive the Commonwealth of the contribution
by the municipality of the required $3 on account of each
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poll tax assessed by reason of failure on the part of the
collector of taxes to enforce the collection in every possible
instance.

It is nevertheless true that some such loss of poll taxes
is unavoidable, and justice may require that the Tax Com-
missioner be given authority to exercise his discretion as
to the extent to which the Commonwealth shall relieve the
municipalities with respect to such losses.

6. Dissolution of Coepoeation

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 depart-
ment 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 legis-
lative act has in the past proved to be a procedure welcome
not only to public officials but to the corporations themselves
and to their officers. A bill for dissolution has been pre-
sented. I have not included therein the list of corporations
to be dissolved, but I shall be prepared to submit such list
to the committee upon request.




