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Executive Department Boston, May 17th, 1917.

To the Honorable Senate and House of Representatives:
Section 23 of Chapter 269 of the General Acts of 1916,

commonly known as the Income Tax Law, provides as fol-
lows:

On or before the fifteenth day of November in the year nineteen
hundred and seventeen the treasurer and receiver general shall pay to
each city or town an amount equal to the difference between the
amount of the tax levied upon personal property in such city or town
in the year nineteen hundred and fifteen and the amount, computed
by the tax commissioner, that would be produced by a tax upon the
personal property actually assessed in such city or town for the year
nineteen hundred and seventeen at the same rate of taxation as pre-
vailed therein in the year nineteen hundred and fifteen. If the amount
of taxes collected from incomes shall exceed the sum necessary to make
such payments, the balance shall be distributed among the several
cities and towns in proportion to the amount of the state tax imposed
upon each of them in the year nineteen hundred and seventeen: pro-
vided, that of the aforesaid excess the commonwealth shall retain a
sum sufficient to reimburse it for the expenses incurred under this act
during the year nineteen hundred and seventeen, and abated taxes
repaid hereunder during said year. In years subsequent to nineteen
hundred and seventeen, the taxes collected under this act shall be
distributed as the general court may determine.

While the exact amount of the proceeds of the taxes im-
posed under said law can not now be known the returns have
been sufficiently canvassed to indicate substantially the
amount that they will yield. I transmit herewith a letter
from Henry H. Bond, the Income Tax Deputy, bearing date
May 14, 1917, from which it appears that at that time there
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were already assessed taxes to the amount of $10,509,947.30,
and making allowance for returns not assessed, penalties,
delinquents, etc., he estimated the total yield of the tax
would be $11,515,601.86. Deducting the cost of the admin-
istration of the tax he concluded that he felt justified in
assuring me that “after the payment of the above expenses,
the Income Tax will yield, at least, $11,000,000, and probably
$11,250,000.” The amount that will be produced by the
tax upon the personal property actually assessed in the
cities and towns for the year 1917 at the same rate of tax-
ation as prevailed therein in the year 1915 can not now be
known so that the difference which the Commonwealth is
to distribute can not be exactly ascertained. The Tax
Commissioner however who is to compute this latter amount
estimates that it would require probably $8,100,000 to re-
imburse cities and towns on the basis prescribed in section
23. This amount is likely to be exceeded or reduced. But
in my opinion the best estimate at present is that made by
the Tax Commissioner. If, however, we increase the lia-
bility of the Commonwealth and distribute $8,500,000 to
the cities and towns there is a likelihood that it would cover
and indeed exceed the amount stipulated to be disbursed.
But in any event the difference is not very material. If a
less amount should be required to be returned the municipal-
ities would receive more than their strict due under the
provisions of the law, and if a greater amount should be due
them they would directly receive the benefit of it in the
reduction of the state tax, which is to be imposed upon
them. The law relating to the distribution of any surplus
provides that the cities and towns shall receive it “in pro-
portion to the amount of the state tax imposed upon each
of them in the year 1917”.- That is, the distribution of the
surplus is to be exactly in accordance with the rule govern-
ing the imposition of the state tax.

I recommend therefore to the Legislature the passage of a
provision for the distribution of the tax as follows: The
Treasurer and Receiver General shall distribute to the cities
and towns each in its own proper proportion the sum of
$8,500,000 and each city and town shall receive a reduction
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upon its proportion of the state tax of its share of the sum
of $2,500,000 which is the difference between $8,500,000 and
the minimum estimate made by the Commissioner of the
amount of the whole tax. This would leave still in the treas-
ury the amount appropriated for the administration of the
law and according to the Tax Commissioner’s estimate a
likelihood of the sum of $250,000 additional. If the estimate
of the Tax Commissioner of the amount to be distributed of
$8,100,000 be accepted then the state tax for the current year
might be reduced by the amount of $3,000,000, but it seems
to me better to leave some margin for the cities and towns
over the amount suggested by the Tax Commissioner. I
therefore respectfully recommend legislation which will make
the distribution and frame the state tax for the current year
substantially upon the lines I have here indicated.

I enclose herewith the letters from the Tax Commissioner
and the Income Tax Deputy to which I have referred.

The Income Tax Law makes no provision for the perma-
nent distribution of the avails of the tax but only undertakes
to lay down a rule for the current year. I believe that the
method of compensating cities and towns for what they lose
by reason of their inability to tax intangible personal prop-
erty is not entirely sound and that a fairer method would be
to credit the amount collected to the several cities and towns
of the Commonwealth in the proportion in which they bear
the state tax. A sudden change, however, might bear un-
fairly upon certain communities and the transition should be
gradual and continue throughout a period of years. A
permanent system of distribution should be established, but
if that cannot be done at the present session I recommend
that the Legislature provide for a distribution out of the
income tax during 1918 in order that the cities and towns
may have knowledge in advance and make proper provision
for carrying on their governments.

SAMUEL W. McCALL.
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Department of the Tax Commissioner, Boston,. May 14, 1917.

His Excellency, Samuel W. McCall, Governor of the Commonwealth,
State House, Boston.

Dear Sir. —ln response to Your Excellency’s request
for as definite information as I can supply at this time with
reference to the probable yield of the Income Tax, I have
made a survey of the returns under investigation in the
office, and beg to submit the following figures which include,
by estimate, a probable amount to be realized from delin-
quents. I have in each case taken the minimum figures,
and I believe that the statement is conservative.

Assessed, 110,509,947 30
Returns under investigation, 702,626 25
Returns not assessed:

2,147 Partnerships at $75, 161,025 00
500 Individuals at $3O, 15,000 00

Penalties (already imposed $10,811), .... 15,000 00
Taxes collected from estates, 12,003 31
Late returns (by permission) not yet filed (estimated), 50,000 00
Delinquents (estimated), 50,000 00

Total, $11,515,601 83

Our original appropriation was $250,000, and we have
asked for a supplementary appropriation of $60,000, making
a total of $310,000, which includes approximately $40,000
expended for permanent equipment.

I therefore feel justified in assuring Your Excellency that
after the payment of the above expenses, the Income Tax

will vield, at least, $11,000,000 and probably $11,250,000.

Respectfully submitted,

Cf)t Commontoealtft of e@assadnisetts.

HENRY H. BOND,
Income Tax Deputy
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Tax Commissioner, Boston, May 16, 1917,

His Excellency Samuel W. McCall, Governor of the Commonwealth
Dear Sir. With reference to your inquiry as to the

amount of money required to reimburse cities and towns for
loss of taxes on intangible personality now assessed under
the income tax law, I beg leave to submit the opinion formu-
lated a year ago or so, that it would probably take say —•

$8,100,000 to reimburse cities and towns on the basis pre-
scribed in section 23, Chapter 269, Acts of 1909. The sub-
sequent working out of the law has developed nothing to
materially change my estimate.

Respectfully your:

WILLIAM D. T. TREFRY,

Cftc Commontoealtl) of €©assaclnisetts.

Tax Commissioner
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