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In the Year One Thousand Nine Hundred and Seventy-Four.

An Act relative to taxation of life insurance companies.

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

1 Section 1. The second paragraph of section 20 of chapter
2 63 of the General Laws, as most recently amended by chapter
3 596 of the acts of 1966, is hereby further amended by striking
4 out the second through the eighth sentences, inclusive.

1 Section 2. Said section 20 of said chapter 63, as most re-
-2 cently amended by chapter 596 of the acts of 1966, is hereby
3 amended by striking out the last paragraph.

1 Section 3. Section 22 of said chapter 63, as most recently
2 amended by section 45 of chapter 698 of the acts of 1966, is
3 hereby further amended by adding, after the words “section
4 twenty”, the words: and except for amounts received as con-
-5 sideration for annuity contracts.

1 Section 4. Section 22A of said chapter 63, as inserted by
2 section 27 of chapter 555 of the acts of 1971, is hereby amended
3 by adding, in line 3, after the words “seventy-five” the words:
4 except domestic stock insurance companies subject to tax-
-5 ation under section twenty-two B.

1 Section 5. Said chapter 63 is hereby further amended by
2 inserting, after section 22A, the following new section:
3 Section 228. (A) Every domestic stock insurance company,
4 included in the definition of “company” in section one of chap-
-5 ter one hundred and seventy-five which is also a life insurance
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6 company as defined in subsection (a) of section eight hundred
7 and one of the Federal Internal Revenue Code, as amended
8 and in effect for the taxable year, authorized to transact bus-
9 iness in the commonwealth, shall annually pay, as part of its

10 excise imposed under this chapter, an amount computed as
11 follows:
12 (1) Every such insurance company which has aggregate life
13 and accident and health reserves, as shown in Exhibits 8 and 9
14 of its annual statement filed with the commissioner of insur-
-15 ance for the preceding calendar year, in excess of three billion
16 dollars shall pay an amount equal to
17 percent of its life insurance company taxable net income al-
-18 locable to the commonwealth as hereinafter provided for the
19 taxable year nineteen hundred and seventy-four;
20 percent of such net income for the taxable
21 year nineteen hundred and seventy-five;
22 percent of such net income for the taxable year nineteen hun-
-23 dred and seventy-six; percent of such net income for the
24 taxable year nineteen hundred and seventy-seven; and,
25 percent of such net income for the taxable year nineteen hun-
-26 dred and seventy-eight and taxable years thereafter;
27 (2) Every such insurance company which has aggregate life
28 and accident and health reserves, as shown in Exhibits 8 and 9
29 of its annual statement filed with the commissioner of insur-
-30 ance for the preceding calendar year, less than three billion
31 dollars shall pay an amount equal to percent of its life
32 insurance company taxable net income allocable to the com-
-33 monwealth as hereinafter provided for the taxable year nine-
34 teen hundred and seventy-four; and, percent of such net
35 income for the taxable year nineteen hundred and seventy-five
36 and taxable years thereafter.
37 (B) “Life insurance company taxable net income” for the
38 purpose of taxation under this section means the life insurance
39 company taxable income as required to be reported on such
40 company’s federal income tax return for the taxable year and
41 as defined in subsection (b) of section eight hundred and two
42 of the Federal Internal Revenue Code, as amended and in ef-
-43 feet for the taxable year, with the following adjustment:
44 (1) No deduction shallbe allowed for dividends received from
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45 partnerships, associations or trusts engaged in business in the
46 commonwealth the beneficial interest in which is represented
47 by transferable shares, as described in subsection (d) (8) (A)
48 (iii) of section eight hundred and nine of the Federal Internal
49 Revenue Code as amended and in effect for the taxable year;
50 operations loss deductions as defined in section eight hundred
51 and twelve of the Federal Internal Revenue Code, as amended
52 and in effect for the taxable year; taxes on or measured by in-
-53 come, franchise taxes measured by net income, franchise taxes
54 for the privilege of doing business, premium taxes or capital
55 stock taxes imposed by any state; and interest under subsec-
-56 tion (d) (8) (A) (i) of section eight hundred and nine of the
57 Federal Internal Revenue Code as amended and in effect for
58 the taxable year from bonds, notes and evidences of indebted-
-59 ness of any state, including this commonwealth;
60 (2) The deductions allowed under paragraphs (3), (5) and
61 (6) of subsection (d) of section eight hundred and nine of the
62 Federal Internal Revenue Code shall be limited to the amount
63 by which the gain from operations as defined in subsection (b)
64 of section eight hundred and nine of the Federal Internal Rev-
-65 enue Code as amended and in effect for the taxable year, com-
-66 puted without regard to such deductions, exceeds the taxable
67 investment income as defined in subsection (a) (2) of section
68 eight hundred and four of the Federal Internal Revenue Code
69 as amended and in effect for the taxable year, and
70 (3) No deduction shall be allowed for the small business de-
-71 ductions under subsection (d) (10) of section eight hundred
72 and nine of the Federal Internal Revenue Code as amended and
73 in effect for the taxable year.
74 (C) The life insurance company taxable net income shall be
75 apportioned to the commonwealth by multiplying the life insur-
-76 ance company taxable net income by a fraction the numerator
77 of which is the sales factor plus the payroll factor and the de-
-78 nominator of which is 2.
79 (1) The sales factor is a fraction:
80 (a) the numerator of which shall include all life insurance
81 premiums, annuity considerations and accident and health pre-
-82 miums allocated to the commonwealth, and in addition all such
83 life insurance premiums, annuity considerations and accident
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84 and health premiums allocated to other jurisdictions unless
85 the insured at the time of payment of the premiums therefor
86 is a resident of a state or country in which such company is
87 subject to an insurance excise all as shown on Schedule T of
88 the National Association of Insurance Commissioners Annual
89 Statement of said company for the calendar year preceding
90 that in which the return is required to be filed; and
91 (b) the denominator of which shall be the sum of all life
92 insurance premiums, annuity considerations and accident and
93 health premiums received by said company, shown on said
94 Schedule T, as “Total Direct Business” exclusive in each case
95 of (i) premiums and annuity considerations waived, (ii) div-
-96 idends applied to shorten endowment or premium paying
97 periods, and (iii) dividends applied to purchase paid-up addi-
-98 tions and annuities.
99 (2) The payroll factor is a fraction, the numerator of which

100 is the total amount paid in this commonwealth during the tax-
-101 able year by the life insurance company for compensation and
102 the denominatorof which is the total compensation paid every-

-103 where during the taxable year. As used in this section, “corn-
-104 pensation” means wages, salaries, commissioners and any other
105 form of remuneration paid to employees for personal services
106 and all commissions for the sale of insurance paid to persons
107 whether or not employees of such company. Compensation is
108 paid in this commonwealth if;
109 (a) the employee’s or person’s service is performed entirely
110 within this commonwealth; or
111 (b) the employee’s or person’s service is performed both
112 within and without this commonwealth, but the service per-
ils formed without this commonwealth is incidental to the em-
-114 ployee’s or person’s service within this commonwealth; or
115 (c) some of the service is performed in this commonwealth
116 and (i) the base of operations or if there is no base of opera-
-117 tion, the place from which the service is directed or controlled
118 is in this commonwealth, or (ii) the base of operations or the
119 place from which the service is directed or controlled is not in
120 any state in which some part of the service is performed, but
121 the employee’s or person’s residence is in this commonwealth.
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122 (D) If two or more domestic insurance companies partici-
-123 pate in the filing of a consolidated return of income to the
124 federal government for the taxable year, the portion of the ex-
-125 cise computed under this section shall be assessed upon their
126 combined life insurance company taxable net income in which
127 case the excise shall be assessed to all said companies and col-
-128 lected from any one or more of them.
129 (E) Notwithstanding the provisions of sections twenty-five
130 and sixty-eight B of this chapter, if for any taxable year the
131 time for filing the insurance company’s Federal income tax re-
-132 turn has been extended by the Secretary of the Treasury of
133 his delegate, the time for filing the return required under this
134 section shall likewise be extended by the commissioner pro-
-135 vided that notice has been given to the commissioner and pro-
-136 vided further that such company pays on or before March
137 fifteenth, the amount of tax reasonably estimated to be due
138 under this section.

1 Section 6. Section 23 of said chapter 63, as most recently
2 amended by section 2 of chapter 387 of the acts of 1946, is
3 hereby further amended by adding, after the words “twenty-
-4 one” the words: and except for amounts received as consid-
-5 eration for annuity contracts.

1 Section 7. Said chapter 63 is hereby further amended by
2 striking out section 25, as most recently amended by section 28
3 of chapter 555 of the acts of 1971, and inserting in place there-
-4 of the following new section:
5 Section 25. Every insurance company liable to taxation un-
-6 der sections twenty, twenty-two, twenty-two A, twenty-two B,
7 or twenty-three shall annually, on or before March fifteenth,
8 make a return to the commissioner, on oath of its secretary or
9 other officer having knowledge of the facts, in such form and

10 containing such information as the commissioner, with the ap-
-11 proval of the state tax commission, may deem necessary for the
12 determination of the excise thereby imposed.
13 For cause, the commissioner may extend the time within
14 which any such statement may be filed, but not to a date later
15 than April first.
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1 Section 8. Section 26 of said chapter 63, as most recently
2 amended by section 54 of chapter 654 of the acts of 1953, is
3 hereby further amended by striking out, after the word “sec-
-4 tions”, the word “twenty,”.

1 Section 9. Notwithstanding the provisions of section
2 eighteen of chapter five hundred and forty-six of the acts of
3 nineteen hundred and sixty-nine, the surtax imposed by said
4 section shall not apply to taxes imposed upon stock life in-
-5 surance companies, as defined by section one hundred and
6 eighteen of chapter one hundred and seventy-five of the Gen-
-7 eral Laws, by section twenty, twenty-two and twenty-three of
8 chapter sixty-three of the General Laws and under the provi-
-9 sions of chapter five hundred and thirty-one of the acts of

10 nineteen hundred and forty-three upon foreign insurance com-
il panies coming within the scope of the definition of a foreign
12 company in section one of said chapter one hundred and sev-
-13 enty-five which are also life insurance companies as defined in
14 section one hundred and eighteen of said chapter one hundred
15 and seventy-five and domestic insurance companies taxed un-
-16 der section twenty-two B of said chapter sixty-three.

1 Section 10. This act shall apply to taxable years ending on
2 and after December thirty-first, nineteen hundred and seventy-
-3 four.
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