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By Mr. Seamans of Salem, petition of the Massachusetts Society

of Certified Public Accountants, Inc., for an amendment of the law
relative to the taxation of business corporations. Taxation. Jan 14.

In the Year One Thousand Nine Hundred and Twenty-Seven.

An Act relative to the Taxation of Business Corpora-
tions.

1 Section 1. Section thirty of chapter sixty-
-2 three of the General Laws, as amended by chapter
3 three hundred and two of the acts of nineteen
4 hundred and twenty-two, by section three of
5 chapter two hundred and fifty-four of the acts of
6 nineteen hundred and twenty-three, by section
7 five of chapter four hundred and thirty-eight of
8 the acts of nineteen hundred and twenty-three, by
9 section two of chapter twenty-six of the acts of

10 nineteen hundred and twenty-four, by chapter two
11 hundred and sixty-five of the acts of nineteen
12 hundred and twenty-five, by section one of chapter
13 three hundred and one of the acts of nineteen
14 hundred and twenty-five, by section one A of
15 chapter three hundred and forty-three of the acts
16 of nineteen hundred and twenty-five, and by sec-
-17 tions four and five of chapter two hundred and
18 seventy-nine of the acts of nineteen hundred and

Be it enacted hij the Senate and House of Repre-
sentatives in General Court assembled, and hy the
authority of the same, as follows:
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1!) twenty-six is hereby further amended, by striking
20 out paragraphs three and four and inserting in

place thereof the following new paragraphs:-21
9

‘ Corporate excess ”, in the case of a do-
business corporation, except as hereinafter

1 provided, the fair value of its capital stock on the
5 last day of the taxable year as defined in para-

91

26 graph numbered six of this section, less the value
of the following on such date:27

18 (a) The works, structures, real estate, motor
vehicles, machinery, poles, underground conduits,
wires and pipes owned by it within the common-
wealth subject to local taxation, except such part
of said real estate as represents the interest of a
mortgagee. The term “ real estate ”, as used in
this subdivision and in subdivision (a) of para-

29

31
32

3 graph four of this section shall include the corpo-
-3 ration’s interest as lessee in such buildings on land
7 held under a lease as by the terms of the lease
3 are the property of and may be removed by the
1 lessee, and such buildings, for the purposes of said

i

40 subdivisions and of sections fifty-five and fifty-
-41 seven, shall not be deemed real estate of the
42 lessor.
43 (/;) Securities, the income of which, if any, if
44 received by a natural person resident in this com-

-45 monwealth, would not be liable to taxation, except
4G shares in national banks and voluntary associa-
-47 tions, trusts and partnerships.
48 (c) Its real estate, machinery, merchandise
49 and other tangible property situated in another
50 state or country, except such part thereof as rep-

-51 resents the interest of the mortgagee.
52 (d) If any portion of its cash and accounts and
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bills receivable, excluding notes, is attributable to
an office outside the commonwealth, the same pro-
portion of its cash and accounts and bills receiv-
able, excluding notes, which its real estate, ma-
chinery and merchandise situated in another state
or country bear to its total real estate, machinery
and merchandise, to the extent that such propor-
tion fairly represents, in the judgment of the
commissioner, the amount which is properly allo-
cable to such other state or country.

55

54
ao

56
01

58
59
60

61
62

If by reason of recent organization, or other-
wise, the corporation is not required to make to
the commissioner a return of net income for a
taxable year, the value of the corporate excess

63

64
65
66

shall be determined as of the first day of April
when the return called for by section thirty-five
is due.

67
68

69

4. “ Corporate excess employed within the
commonwealth ” by a foreign corporation, except
as hereinafter provided, such proportion of the
fair value of its capital stock on the last day of
the taxable year as defined in paragraph numbered
six of this section, as the value of the assets,
both real and personal, employed in any business
within the commonwealth on that date, bears to
the value of the total assets of the corporation
on said date, less the value of the following on

70
71
70

I

74
to

76
11

i

79

such date80

(a ) Works, structures, real estate, motor
vehicles, machinery, poles, underground conduits,
wires and pipes owned by it within the common-
wealth subject to local taxation, except such part
of said real estate as represents the interest of a
mortgagee.

81
89

8

84

85
86
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87 {]>) Securities held in the commonwealth, the
88 income of which, if any, if received by a natural
89 person resident therein, would not he liable to tax-
-90 ation, except shares in national banks, voluntary
91 associations, trusts and partnerships. In deter-
-92 mining the proportion of assets employed within
93 the commonwealth, the commissioner may include
94 such bank deposits in other states as are employed
95 principally in the conduct of the business in the
96 commonwealth.
97 If by reason of recent organization, or other-
-98 wise, the corporation is not required to make to
99 the commissioner a return of net income for a

100 taxable year, the value of the corporate excess em-
-101 ployed in this commonwealth shall be determined
102 as of the first day of April when the annual return
103 called for by section forty is due.

1 Section 2. Said chapter sixty-three is hereby
2 further amended by striking out section thirty-
-3 one and inserting in place thereof the follow-
-4 ing:-

5 Section 31. In determining the corporate ex-

-6 cess of a domestic business corporation, or the
7 corporate excess employed within the common-
-8 wealth by a foreign corporation, the surplus and
9 undivided profits shall be included in estimating

10 the value of the capital stock, and there shall not
11 be deducted the value of shares in national banks
12 and in voluntary associations, trusts and partner-
-13 ships, nor of other securities the income of which,

14 if owned by a natural person resident in this
15 commonwealth, would be liable to taxation, nor
16 shall there be deducted the value of any shares of
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17 stock of the corporation itself owned directly or

18 indirectly by it or for its benefit; and the com-

-19 missioner, in determining for the purposes of
20 taxation the value of the corporate excess of, or

21 corporate excess employed within the common-
-22 wealth by, any such corporation, shall not take
23 into consideration any debts of the corporation
2d unless he is satisfied that no part of such debts
25 was incurred for the purpose of reducing the
26 amount of taxes to be paid by it, and, in the case

27 of a corporation which is a subsidiary of another
28 corporation or closely affiliated therewith by stock
29 ownership, that such debts represent only the fair
30 value of the property or services given therefor,
31 and no debt shall be considered which arises or is

allowed to remain as a medium whereby the parent
13 or affiliated corporation supplies any such corpo-
Id ration with the capital reasonably necessary to

3 carry on or continue busine

1 Section 3. Said chapter sixtjr-three is hereby
2 further amended by striking out section thirty-
3 two, as amended by section one of chapter four
d hundred and twenty-four of the acts of nineteen
5 hundred and twenty-three, and by section six of
6 chapter three hundred and thirty-eight of the acts
7 of nineteen hundred and twenty-six, and inserting

in place thereof the following
9 Section 32. Except as otherwise provided in

10 section thirty-four, every domestic business corpo-
-11 ration shall pay annually, with respect to the car-
-12 rying on or doing of business by it, an excise equal
13 to the sum of the following, provided, that every
14 such corporation shall pay annually a total excise
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15 not less in amount than one twentieth of one per
16 cent of the fair value of its capital stock on the
17 day fixed for determination of the value of its cor-
-18 porate excess:
19 (!) An amount equal to five dollars per thou-
-20 sand upon the value of its corporate excess.
21 (2) An amount equal to two and one half per
22 cent of its net income determined to be taxable in
23 accordance with the provisions of this chapter.

Section 4. Section thirty-nine of said chapter
sixty-three, as amended by section three of chapter
four hundred and twenty-four of the acts of nine-
teen hundred and twenty-three, by section three
of chapter twenty-six of the acts of nineteen hun-
dred and twenty-four, and by section seven of
chapter three hundred and thirty-eight of the acts
of nineteen hundred and twenty-six, is hereby
further amended by striking out the paragraph
included in the first twelve lines of said section
thirty-nine and inserting in place thereof the fol-

1
9

4
0

6

8

n

10
11
12 lowing:

Section 39. Except as otherwise provided
herein, every foreign corporation shall pay an-
nually, with respect to the carrying on or doing

of business by it within the commonwealth, an

excise equal to the sum of the following, provided
that every such corporation shall pay annually a

total excise not less in amount than one twentieth
of one per cent of such proportion of the fair

15

16
I

18
19

i value of its capital stock as the assets, both real
and personal, employed in any business within
the commonwealth on the day fixed for deter-
mination of the value of the corporate excess em-

09
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25 ployed within the commonwealth bear to the total
26 assets of the corporation employed in business
27 on said date.

Section 5. Section fifty-seven of said chapter
sixty-three as amended by section seven of chapter
two hundred and seventy-nine of the acts of nine-
teen hundred and twenty-six is hereby further
amended by inserting after the word “ corpora-
tion ” in the third line, the words: subject to
the franchise tax imposed by section fifty-eight
of this chapter and, so that said section fifty-
seven will read as follows: Section 57. If the

1
9

3
4
o

6

(

8

9

value of the works, structures, real estate, motor
vehicles, machinery, poles, underground conduits,
wires and pipes of a corporation subject to the
franchise tax imposed by section fifty-eight of this
chapter and subject to local taxation within the
commonwealth, as determined by the commis-
sioner, is less than the value thereof as deter-
mined by the assessors of the town where it is
situated, he shall give notice of his determination
to such corporation; and, unless within one

month after the date of such notice it applies to
said assessors for an abatement, and, upon their
refusal to grant an abatement, prosecutes an ap-
peal under section sixty-four of chapter fifty-nine,
giving notice thereof to the commissioner, the

10
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12
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15
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99

99

21
valuation of the commissioner shall be conclusive
upon said corporation.

25
26

Section 6. This act shall take effect Januaxy
first, nineteen hundred and twenty-eight.
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