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House of Representatives, April 21, 1920

The committee on Taxation, to whom were referred the

recommendations of the Tax Commissioner and the Com-
missioner of Corporations (House, No. 134) (accompanied
by bills, House, Nos. 135 to 139, inclusive), report (in part)
the accompanying bill.

For the committee

WM. W. OLLENDORFF.
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AN ACT
Relative to the Taxation of Corporations.

1 Whereas, The deferred operation of this act would
2 cause substantial inconvenience, in that the act is by its
3 terms applicable to taxes levied in the current year,
4 therefore it is hereby declared to be an emergency law,
5 necessary for the immediate preservation of the public
6 convenience.

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

1 Section 1. Section two of chapter three hundred and
2 fifty-five of the General Acts of nineteen hundred and
3 nineteen is hereby amended by inserting after the word
4 “following”, in line four, the words: provided, that
5 every such corporation shall pay annually a total excise
6 tax not less than an amount equal to one-twentieth of
7 one per cent of the fair cash value of all the shares con-
-8 stituting the capital stock of tbe PniTtm'Qf’mn /x r x +lxnpital stock of the corporation on the first
9 day of April, when the return called for by section four

10 of this act is due, so that said section two shall read
11 as follov
12 Section 2. Except as is otherwise provided in this
13 section, every domestk busin lall be

Cljc Commontoealtl) of €@assac!)Uoctts.

In the Year One Thousand Nine Hundred and Twenty.
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14 subject to pay annually, with respect to the carrying on
15 or doing of business by it, an excise tax equal to the sum
16 of the following, 'provided, that every such corporation
17 shall pay annually a total excise tax not less than an
18 amount equal to one-twentieth of one per cent of the
19 fair cash value of all the shares constituting the capital

20 stock of the corporation on the first day of April, when
21 the return called for by section four of this act is due:
22 (1) An amount equal to five dollars per thousand upon
23 the value of its corporate excess
24 (2) An amount equal to two and one half per cent of
25 that part of its net income as hereinafter defined, which
26 is derived from business carried on within this common-

wealth27
If a domestic business corporation which is a subsidi-

ary of a foreign corporation or closely affiliated there-
with by stock ownership, is so managed that its books of
account do not show its true earnings, it shall pay as a
minimum tax under this act an amount equal to twenty
dollars per thousand on its corporate excess, unless it
shall file within the first ten days of April a statement,
as of April first, of its net income which shows to the
satisfaction of the tax commissioner its true earnings for
its last prior fiscal year, eliminating therefrom all pay-
ments to such other corporation or its officers in excess
of the fair value of the property or services given there-
for.
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If two or more domestic business corporations partici-
pated in the filing of a consolidated return of income to
the federal government, the tax under paragraph (2)
above may, at their option, be assessed upon their com-
bined net income, which tax shall be assessed to both
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corporations and collected from either corporation. In
the case of corporations thus affiliated, and in the further

46
47
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48 case of a single domestic business corporation which
49 files with one or more foreign corporations a consoli-
-50 dated return of net income to the federal government,
51 such domestic business corporation or corporations shall
52 file with the tax commissioner, as a part of their return

53 required by this act, a statement of net income in such
54 form as he may prescribe, showing the gross income and
55 deductions in accordance with the law and regulations
56 governing the usual federal returns of corporations not
57 thus affiliated, and the net income thus shown shall, in
58 such cases, be the net income taxable under this act
59 after making the deductions therefrom as provided in
60 section three.

1 Section 2. Section fifteen of chapter three hundred
2 and fifty-five of the General Acts of nineteen hundred
3 and nineteen is hereby amended by inserting after the
4 word "following”, in line three the words: provided,
5 that every such corporation shall pay annually a total
6 excise tax not less than an amount equal to one-twen-
7 tieth of one per cent of such proportion of the value of
8 the issued capital stock as the assets, both real and
9 personal, employed in any business within the common-

10 wealth on the first day of April following the close of the
11 taxable year bear to the t
12 poration on said dale, sc
13 read as follows:

■tal of such assets of the cor-
that said section fifteen shall

14 Section 16. Every forei,
15 nually, with respect to the
16 ness by it within the comn

gn corporation shall pay an-
carrying on or doing of busi-
ionwealtli, an excise equal to

17 the sum of the following; provided, that every such cor-
-18 poration shall pay annually a total excise tax not less
19 than an amount equal to one-twentieth of one per cent
20 of such proportion of the value of the issued capital
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21 stock as the assets, both real and personal, employed in
22 any business within the commonwealth on the first day
23 of April following the close of the taxable year bear to
24 the total of such assets of the corporation on said date - —

25 (1) An amount equal to five dollars per thousand
26 upon the value of the corporate excess employed by it
27 within the commonwealth. The term “corporate ex-
28 cess” within the commonwealth shall mean such propor-
29 tion of the value of the issued capital stock as the assets,
30 both real and personal, employed in any business within
31 the commonwealth on the first day of April following the
32 dose of the taxable year, bear to the total of such assets
33 of the corporation on said date, less the following deduc-
34 tions; (a) the value of the works, structures, real
35 estate, machinery, poles, underground conduits, wires
36 and pipes owned by it within the commonwealth subject
37 to local taxation, except such part of the said real estate
38 as represents the interest of a mortgagee - (b ) the value
39 of securities held in Massachusetts, other than shares in
40 national banks, voluntary associations, trusts and part-
41 nerships, the income of which, if any, if received by a
42 natural person resident in this commonwealth, would not
43 be liable to taxation. In determining the proportion of
44 assets employed within the commonwealth, the tax com-
45 missioner may include such bank deposits in other states
46 as are employed principally in the conduct of the busi-
47 ness in this commonwealth. In determining the cor-
48 porate excess within the commonwealth, there shall not
49 be deducted the value of shares in national banks and in
50 voluntary associations, trusts and partnerships, nor of
51 other securities the income of which, if owned by a
52 natural person resident in this commonwealth, would be
53 liable to taxation, nor shall there be deducted the value
54 of any shares of stock of the corporation itself owned
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directly or indirectly by it or for its benefit: and the
tax commissioner in determining for the purposes of
taxation the value of the corporate excess of any such
corporation shall not take into consideration any debts
of the corporation unless he is satisfied that no part of
such debts was incurred for the purpose of reducing the
amount of taxes to be paid by it.
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61
(2) An amount equal to two and one half per cent

of that part of its net income, as hereinafter defined,
which is derived from business carried on within the

62
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64
commonwealth.65

If two or more foreign business corporations partici-
pate in the filing of a consolidated return of income to
the federal government, the tax under paragraph (2)
above may, at their option, be assessed upon their com-
bined net income, which tax shall be assessed upon both
corporations and collected from either corporation. In
the case of corporations thus affiliated, and in the further
case of a single foreign corporation which files with one
or more domestic business corporations a consolidated
return of net income to the federal government, such
foreign corporation or corporations shall file with the
tax commissioner, as a part of their return required by
this act, a statement of the net income in such form as
he may prescribe, showing the gross income and deduc-
tions in accordance with the law and regulations gov-
erning the usual federal returns of corporations not thus
affiliated, and the net income thus shown shall, in such
cases, be the net income taxable under this act, after
making the deductions therefrom as provided in section
sixteen.
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1 Section 3. Section nineteen of chapter three hundred
2 and fifty-five of the General Acts of nineteen hundred
3 and nineteen as amended by section five of chapter
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4 of the acts of nineteen
5 hundred and twenty is hereby further amended by

striking out the fourth paragraph of said section reading6

7 as follows: — “(b) Interest received from any corpora-
tion organized under the laws of this commonwealth, or8
from a national bank doing business therein, or from any9
association, partnership or trust having transferable10
shares, and having its principal place of business in this11
commonwealth and interest received from any inhabi-12
tant of this commonwealth”, and inserting in place13
thereof the following paragraph: — (b) Interest received14
from any corporation organized under the laws of this15
commonwealth or from any association, partnership or16
trust having transferable shares and having its principal17
place of business in this commonwealth, or from any in-18

habitant of this commonwealth, except interest received19
on deposits in trust companies or in national banks doing20

business in this commonwealth, and by striking out21
22 the word “classes” in the fifth paragraph of said section

nineteen as amended and inserting in place thereof the23
word:— class,— and by striking out the seventh paragraph24

25 of said section nineteen as amended, reading as fol-
26 lows: “(2) Interest other than that named in para-

27 graph (6) above”, —so that said section nineteen as
28 amended shall read as follows:
29 Section 19. The commissioner of corporations and tax-
-30 ation shall determine in the following manner the pro-
-31 portion of the net income of a foreign corporation alloca-
-32 ble to this commonwealth:
33 The following classes of income shall be allocated to
34 this commonwealth:
35 (a) Gains realized from the sale of capital assets if
36 such assets consist of real estate or tangible personal
37 property situated in this commonwealth.
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(b) Interest received from any corporation organized
under the laws of this commonwealth or from any associ-
ation, partnership or trust having transferable shares
and having its principal place of business in this com-

monwealth, or from any inhabitant of this common-

wealth, except interest received on deposits in trust com-

panies or in national banks doing business in this com-
monwealth.

38
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40
41
42
43
44
45

The following class of income shall not be allocated
in any part to this commonwealth:

46
47

(1) Gains realized from the sale of capital assets other
than those named in paragraph (a) above.

48
49

Income of the foregoing classes having been thus allo-
cated, the remainder of the net income as defined in
section sixteen of this act shall be allocated as follows:

50
51

52
In case a foreign business corporation carries on no

business outside this commonwealth the whole of said
remainder shall be allocated to this commonwealth.

53

54
50

In case a foreign business corporation carries on any
business outside this commonwealth, the said remainder

56

07

shall be divided into three equal parts.58

Of one third, such portion shall be attributed to busi-
ness carried on within this commonwealth as shall be

59

60

found by multiplying the said one third by a fraction
whose numerator is the value of the corporation’s tan-
gible property situated within the commonwealth, and
whose denominator is the value of all the corporation’s
tangible property wherever situated. Of another one
third, such portion shall be attributed to business car-
ried on within this commonwealth as shall be found by
multiplying the said one third by a fraction whose
numerator is the expense paid by the corporation for
wages, salaries, commissions or other compensation to
its employees, and assignable to this commonwealth as
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hereinafter provided, and whose denominator is the total
expense paid by the corporation for wages, salaries,
commissions or other compensation to all its employees.
Of the remaining one third, such portion shall be attrib-
uted to business carried on within the commonwealth
as shall be found by multiplying the said one third by a
fraction whose numerator is the amount of the corpora-
tion’s gross receipts from business assignable to this
commonwealth, as hereinafter provided, and whose de-
nominator is the amount of the corporation’s gross re-
ceipts from all its business. In a case where only two
of the foregoing three rules are applicable, the said re-
mainder of net income of the corporation shall be divided
into two equal parts only, each of which shall be appor-
tioned in accordance with one of the remaining two
rules. In a case where only one of the three rules is
applicable, the proportion of the net income received
from business carried on within this commonwealth shall

72
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be determined solely by such rule90

The value of the corporation’s tangible property for
the purposes of this act shall be the average value of
such property during the year for which the income is
returned. The amount assignable to this commonwealth
of expense paid by the corporation for wages, salaries,
commissions or other compensation to its employees
shall be such expense for the year for which the income
is returned, as represents the compensation of employees
not chiefly situated at, connected with or sent out from
premises for the transaction of business which are owned
or rented by the corporation outside of the common-
wealth. The amount of the corporation’s gross receipts
from business assignable to this commonwealth shall be
the amount, for the year for which the income is re-
turned, of its gross receipts from (a) sales, except
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those negotiated or effected in behalf of the corporation
by agents or agencies chiefly situated at, connected with
or sent out from premises for the transaction of business
which are owned or rented by the corporation outside of
the commonwealth, and sales otherwise determined by
the commissioner of corporations and taxation to be
attributed to the business conducted on such premises;
(b) rentals or royalties from property situated, or from
the use of patents, within the commonwealth: provided,
however, that, upon application by a corporation which
owns or controls substantially all the capital stock of
another corporation, or by the corporation so owned or
controlled, the commissioner of corporations and taxa-
tion may impose the tax provided for by this act upon
the income of the two corporations jointly in the same
manner as though they were a single corporation, or
may, in such other manner as he shall determine, equi-
tably adjust the tax of the applying corporation.

106
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If a corporation maintains an office, warehouse, or
other place of business in a state other than this com-
monwealth for the purpose of reducing its tax under
this act, the commissioner of corporations and taxation
shall, in determining the amount of its gross receipts
from business assignable to this commonwealth, include
therein the gross receipts from sales attributed by the
corporation to the business conducted at such place of
business in another state.
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In the case of consolidated returns of net income, the
commissioner of corporations and taxation shall allocate
such income, so far as is practicable in accordance with
the above rules.
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A rule shall not be deemed to be inapplicable merely
because all of the tangible property or the expense of a

137
138

irporation for wages, salaries, commissions or other139
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140 compensation, or the gross receipts of the corporation
141 are found to be situated, incurred or received without
142 the commonwealth. From the net income allocated to
143 Massachusetts as above, each foreign corporation may
144 deduct the same proportion thereof which the fair cash
145 value of machinery owned by it and used in manu-
-146 facturing in this commonwealth bears to its total assets
147 employed in the commonwealth, and the amount remain-
-148 ing shall be the net income subject to tax under section
149 fifteen, paragraph (2). All other foreign business cor-
-150 porations shall likewise be entitled to the same deduc-
-151 tion.

1 Section 4. Section thirty-two of chapter three hun-
-2 dred and fifty-five, acts of nineteen hundred and nine-
-3 teen, is hereby amended by adding, at the end of the
4 next to the last sentence, the words: and the time
5 within which corporations may apply by petition to the
6 supreme judicial court for abatement of the excise
7 imposed upon domestic corporations by the provisions
8 of section two, or the excise imposed upon foreign cor-
-9 porations by the provisions of section fifteen, shall be

10 ex+ended for the same period, so as to read as fol-
-11 lows:
12 Section 32. If the excise imposed upon domestic cor-
-13 porations by the provisions of section two, or the excise
14 imposed upon foreign corporations by the provisions of
15 section fifteen, is delcared unconstitutional bv a final
16 decree of the United States supreme court or the supreme
17 judicial court of the commonwealth, the remainder of
18 this act, with the exception of this section, shall be null
19 and void, and in this respect the provisions of Part I

20 and the provisions of Part II of this act are hereby de
21 dared to be inseparable. If such portion of this act



[Apr. 1920.HOUSE — No. 1641.91

shall thus become null and void, the provisions of prior

laws which are repealed or made inoperative by this act
shall continue in full force and effect in all respects as
though this act had not been enacted. In such case
the commissioner of corporations and taxation shall
forthwith assess all taxes that have become due under
such prior laws, and the time for making any assess-
ment or performing any other duty imposed or privilege
granted by such laws shall be extended for a period of
six months after the date when such law is thus de-
termined to be in force, and the time within which
corporations may apply by petition to the supreme
judicial court for abatement of the excise imposed upon
domestic corporations by the provisions of section two,
or the excise imposed upon foreign corporations by the
provisions of section fifteen, shall be extended for the
same period. If any part, section or subdivision of this
act other than the portions heretofore referred to shall
be delcared unconstitutional, the validity of the re-
maining parts of this act shall not be affected thereby.
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1 Section 5. This act shall apply to all taxes assessed
2 in the year nineteen hundred and twenty and sub-
-3 sequent years under the provisions of chapter three
4 hundred and fifty-five of the General Acts of nineteen
5 hundred and nineteen.


