
No. 330HOUSE
At the request of Mr. Burgess of Quincy, taken from the files of

the preceding year. Taxation.

In the Year One Thousand Nine Hundred and Thirty-Six.

An Act changing the Laws relating to Taxation of Cer-
tain Classes of Domestic and Foreign Corporations.

1 Whereas, The deferred operation of this act would
2 tend to defeat its purpose, therefore it is hereby de-
-3 dared to be an emergency law, necessary for the im-
-4 mediate preservation of the public convenience.

Be it enacted by the Senate and Home of Repre-
sentatives in General Court assembled, and by the
authority of the same, as follows:

1 Section 1. Section thirty of chapter sixty-three
2 of the General Laws, as last amended by chapter
3 three hundred and twenty-seven of the acts of nine-
-4 teen hundred and thirty-three, is hereby further
5 amended by striking out the whole of paragraphs
6 numbered three and four.

1 Section 2. Section thirty-one of chapter sixty-
-2 three of the General Laws, as amended, is hereby
3 repealed.
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1 Section 3. Chapter sixty-three of the General
2 Laws is hereby further amended by striking out sec-
-3 tion thirty-two and inserting in place thereof the
4 following: —■
5 Section 32. Except as otherwise provided in sec-
-6 tions thirty-four and thirty-eight B, every domestic
7 business corporation shall pay annually an excise
8 equal to five per cent of its net income determined
9 to be taxable in accordance with the provisions of

10 this chapter, provided that every such corporation
11 shall pay annually an excise not less in amount than
12 ten dollars nor less than one half of one per cent of
13 the value of all its assets both tangible and intangible,
14 on the last day of the taxable year, other than the
15 following;
16 (a) The works, structures, real estate, motor ve-
-17 hides, machinery, poles, underground conduits, wires
18 and pipes owned by it within the commonwealth
19 subject to local taxation. The term “real estate” as
20 used in this paragraph shall include the corporation’s
21 interest as lessee in such buildings on land held under
22 a lease as by the terms of the lease are the property
23 of and may be removed by the lessee, and such build-
-24 ings for the purposes of this paragraph and of sec-
-25 tions fifty-five and fifty-seven shall not be deemed
26 real estate of the lessor.
27 (5) Securities, the income of which, if any, if re-
-28 ceived by a natural person resident in this common-
-29 wealth, would not be liable to taxation.
30 (c) Its tangible property situated in another state
31 or country.
32 (d) If any portion of its cash and accounts and bills
33 receivable, excluding notes, is attributable to an office
34 outside the commonwealth, the same proportion of
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35 its cash and accounts and bills receivable, excluding
36 notes, which its real estate, machinery and merchan-
-37 disc situated in another state or country bear to its
38 total real estate, machinery and merchandise.
39 (e) The value of its interests in ships and vessels
40 subject to the excise imposed by section sixty-seven
41 of this chapter.
42 If by reason of recent organization, or otherwise,
43 the corporation is not required to make to the com-
-44 missioner a return of net income for a taxable year,
45 the minimum tax measured by the value of assets
46 shall be determined as of the first day of April of the
47 year in which the tax is to be assessed.
48 Liability for such excise shall be incurred by cor-
-49 porate existence at any time within the taxable year,
50 or, in case the corporation has not established a tax-
-51 able year, upon April first of the year in which the
52 excise is to be assessed.

1 Section 4. Section thirty-four of chapter sixty-
-2 three of the General Laws, as last amended by sec-
-3 tion four of chapter three hundred and twenty-seven
4 of the acts of nineteen hundred and thirty-three, is
5 hereby further amended by striking out, in the third
6 and fourth lines, the words “under paragraph (2) of
7 section thirty-two” and inserting in place thereof the
8 following: with respect to income, so that said
9 section will read as follows; If two or more domes-

-10 tic business corporations participated in the filing of
11a consolidated return of income to the federal govern-
-12 ment, the tax with respect to income may, at their
13 option, be assessed upon their combined net income,
14 which tax shall be assessed to all said corporations
15 and collected from any one or more of them.
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1 Section 5. Chapter sixty-three of the General
2 Laws is hereby further amended by striking out sec-
-3 tion thirty-nine and inserting in place thereof the
4 following;
5 Section 39. Except as otherwise provided herein,
6 every foreign corporation shall pay annually, with
7 respect to the carrying on or doing of business by it
8 within the commonwealth, an excise equal to five per
9 cent of its net income determined to be taxable in

10 accordance with the provisions of this chapter pro-
-11 vided that every such corporation shall pay annually
12 an excise not less in amount than ten dollars nor less
13 than one half of one per cent of the value of its assets,
14 both tangible and intangible, employed in any busi-
-15 ness within the commonwealth on the last day of the
16 taxable year, other than the following:
17 (a) The works, structures, real estate, motor ve-
-18 hides, machinery, poles, underground conduits, wires
19 and pipes owned by it within the commonwealth sub-

-20 ject to local taxation.
21 (6) Securities, the income of which, if any, if re-
-22 ceived by a natural person resident therein, would
23 not be liable to taxation. In determining the assets
24 employed within the commonwealth, the commis-
-25 sioner shall include the whole or such part of bank
26 deposits in other states as are employed in the con-
-27 duct of the business in the commonwealth.
28 If by reason of recent organization, or otherwise,
29 the corporation is not required to make to the com-
-30 missioner a return of net income for a taxable year,
31 the minimum tax measured by the value of assets
32 employed within the commonwealth shall be deter-
-33 mined as of the first day of April of the year in which
34 the tax is to be assessed.
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35 If two or more foreign corporations doing business
36 in this commonwealth participated in the filing of a
37 consolidated return of income to the federal govern-
-38 ment, the tax with respect to income may, at their
39 option, be assessed upon their combined net income,
40 in which case the tax shall be assessed to all said
41 corporations and collected from any one or more of
42 them.
43 Liability for such excise shall be incurred by cor-
-44 porate activity within the commonwealth at any
45 time within the taxable year, or, in case the corpo-
-46 ration has not established a taxable year, uponApril
47 first of the year in which the excise is to be assessed.

1 Section 6. Section thirty-nine Aof chapter sixty-
-2 three of the General Laws, inserted by chapter three
3 hundred and three of the acts of nineteen hundred and
4 thirty-three, is hereby amended by striking out the
5 word “parent”, in the sixth line, and inserting in
6 place thereof the word: foreign, and by striking
7 out the last two paragraphs, so that said section
8 thirty-nine A will read as follows: Section 39A.
9 The net income of a foreign corporation which is a

10 subsidiary of another corporation or closely affiliated
11 therewith by stock ownership shall be determined by
12 eliminating all payments to the parent corporation or
13 affiliated corporations in excess of fair value, and by
14 including fair compensation to such foreign corpora-
-15 tion for all commodities sold to or services performed
16 for the parent corporation or affiliated corporations.
17 For the purposes of determining such net income, the
18 commissioner may, in the absence of satisfactory evi-

-19 dence to the contrary presume that an apportionment
20 by reasonable rules of the consolidated net income of
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21 corporations participating in the filing of a consoli-
-22 dated return of net income to the federal government
23 fairly reflects the net income taxable under this chap-
-24 ter, or may otherwise equitably determine such net
25 income by reasonable rules of apportionment of the
26 combined income of the subsidiary, its parent and
27 affiliates or any thereof.

1 Section 7. Section forty-three of chapter sixty-
-2 three of the General Laws is hereby amended by
3 striking out, in the second line, the words “under
4 paragraph (2) of section thirty-nine” and inserting
5 in place thereof the following: with respect to in-
-6 come, and by striking out, in the sixth and seventh
7 lines, the words “under said paragraph” and insert-
-8 ing in place thereof the following: with respect to
9 income, so that said section will read as follows:

10 Section Jft. After determining the amount of tax
11 due from any foreign corporation with respect to
12 income, the commissioner shall then credit the corpo-
-13 ration with a sum equal to five per cent of the divi-
-14 dends paid by it, during the previous calendar year,
15 to inhabitants of this commonwealth, and the amount
16 then remaining due shall be the amount of tax to be
17 levied upon the corporation with respect to income;
18 provided, that if more than one half of the capital
19 stock of any such corporation is owned by another
20 foreign corporation not subject to taxation under
21 sections thirty to fifty-one, inclusive, but has stock-
-22 holders who are inhabitants of this commonwealth
23 and are subject to taxation upon their income under
24 section one of chapter sixty-two, such corporation,
25 upon filing with the commissioner such information
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26 as he shall deem necessary for the purpose, shall be
27 credited with a sum equal to five per cent of such a
28 proportion of its total dividends as will prevent double
29 taxation of the income of the corporation and of the
30 dividends of such other foreign corporation actually
31 taxed to inhabitants of this commonwealth.

1 Section 8. Said chapter sixty-three is hereby
2 further amended by striking out section forty-four
3 and inserting in place thereof the following:
4 Section 44- The commissioner shall determine, from
5 the returns required by this chapter and from any
6 other available information, the tax imposed by this
7 chapter upon every domestic business corporation,
8 every domestic manufacturing corporation, every
9 foreign corporation and every foreign manufacturing

10 corporation and shall assess the same. He shall not
11 assess any such corporation which has filed a return
12 within the time prescribed by law with respect to an
13 amount of income in excess of the income shown in
14 the return, without notifying the corporation and
15 giving it an opportunity to explain the apparent in-
-16 correctness of the return. For the purpose of veri-
-17 fying any such return, the commissioner may, within
18 two years after September first of the year in which
19 such return was due, examine personally or by deputy
20 or agent the books and papers of the corporation,
21 which shall be open to such officer for verification.

1 Section 9. Section sixty-seven of said chapter
2 sixty-three, as amended by section three of chapter
3 one hundred and forty-three of the acts of nineteen
4 hundred and twenty-eight, is hereby further amended
5 by striking out the last sentence and inserting in
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6 place thereof the following: If the commissioner
7 is satisfied of the truth of the return he shall deduct
8 said value from the value of its corporate franchise,
9 if it is taxable under section fifty-eight.

1 Section 10. Section eighty-one of said chapter
2 sixty-three, as inserted by section eight of chapter
3 three hundred and seventy-nine of the acts of nine-
-4 teen hundred and twenty-eight, is hereby amended
5 by striking out the word “thirty”, in the second line,
6 and inserting in place thereof the following: thirty-
-7 two, thirty-nine, - so that said section will read as
8 follows:-— iSection 81. For the purposes of sections
9 thirty-two, thirty-nine, fifty-five and sixty-eight A

10 the words “local taxation”, or their equivalent, as
11 used in said sections with respect to motor vehicles
12 shall include the excise tax on motor vehicles assessed
13 and levied under chapter sixty A.

1 Section 11. This act shall apply to taxes assessed
2 in the year nineteen hundred and thirty-four and
3 thereafter.


