
HOUSE No. 22
Accompanying the eighth recommendation of the Commissioner

of Corporations and Taxation (House, No. 14). Taxation.

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

An Act relative to the Taxation of Business Corporations.

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

1 Section 1. Chapter sixty-three of the General
2 Laws, as amended, is hereby further amended, as
3 follows:
4 By striking out the paragraph numbered two in
5 section thirty and inserting in place thereof the
6 following:
7 2. “Foreign corporation,” every corporation, asso-
-8 ciation or organization established, organized or
9 chartered under laws other than those of the com-

-10 monwealth, for purposes for which domestic corpora-
-11 tions may be organized under chapter one hundred
12 and fifty-six, which has a usual place of business in
13 this commonwealth, or is engaged here, permanently
14 or temporarily, in the construction, erection, altera-
-15 tion or repair of a building, bridge, railroad, railway
16 or structure of any kind; provided, that said term
17 shall not apply to such corporations, associations or
18 organizations without capital stock as are subject to
19 taxation under section eighteen of chapter one hun-
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20 dred and fifty-seven, and provided, further., that the
21 term “foreign corporation” shall not be deemed to
22 include foreign corporations engaged in this common-
-23 wealth exclusively in interstate or foreign commerce,
24 except as provided in section forty C.
25 By striking out the paragraph numbered four in
26 section thirty and inserting in place thereof the
27 following:
28 4. “Corporate excess employed within the com-
-29 monwealth,” by a foreign corporation, except as
30 hereinafter provided, such proportion of the fair
31 value of its capital stock on the last day of the taxable
32 year as defined in paragraph numbered six of this
33 section, as the value of the assets, both real and
34 personal, employed in any business within the com-
-35 monwealth on that date, after deducting therefrom
36 the value of (a) and (b) following, bears to the value
37 of the total assets of the corporation on said date;

38 (a ) Works, structures, real estate, motor vehicles,
39 machinery, poles, underground conduits, wires and
40 pipes owned by it within the commonwealth subject
41 to local taxation, except such part of said real estate
42 as represents the interest of a mortgagee.
43 (b ) Securities held in the commonwealth, the
44 income of which, if any, if received by a natural
45 person resident therein, would not be liable to taxa-
-46 tion, except shares in national banks, voluntary
47 associations, trusts and partnerships. In determining
48 the proportion of assets employed within the com-
-49 monwealth, the commissioner may include such bank
50 deposits in other states as are employed principally
51 in the conduct of the business in the commonwealth.
52 If by reason of recent organization, or otherwise,
53 the corporation is not required to make to the com-
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missioner a return of net income for a taxable year,
the value of the corporate excess employed in this
commonwealth shall be determined as of the first day
of April when the annual return called for by section
forty is due.

54
55
56
57
58

By striking out section thirty-two and inserting in
place thereof the following:

59
60

Section 32. Except as otherwise provided in sec-
tion thirty-four, every domestic business corporation
shall pay annually, an excise equal to the sum of the
following, provided, that every such corporation shall
pay annually an excise not less than ten dollars nor
less than two dollars per thousand upon the value of
its assets other than such as are locally assessable,
tangible and intangible, situated or employed in
business in this commonwealth on the day fixed for
determination of the value of its corporate excess:

61
62
63
64
65
66
67
68
69
70

(1) An amount equal to five dollars per thousand
upon the value of its corporate excess.

71
72

(2) An amount equal to two and one half per cent
of its net income determined to be taxable in accord-
ance with the provisions of this chapter.

73
74
75

Liability for such excise shall be incurred by cor-
porate existence within any period constituting a
measure of the tax.

76
U

78
79

By striking out section thirty-three and inserting
in place thereof the following:

80
81
82 Section 33. The net income of a domestic business

corporation which is a subsidiary of another corpora-
tion or closely affiliated therewith by stock ownership
shall be determined by eliminating all payments to
the parent corporation or affiliated corporations in
excess of fair value, and by including fair compensa-

83
84
85
86
87

striking out section thirty-two A.
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tion to such domestic business corporation for all
commodities sold to or services performed for the
parent corporation or affiliated corporations. For
purposes of determining such net income the com-

missioner may, in the absence of satisfactory evidence
to the contrary, presume that an allocation by reason-

able rules of the consolidated net income of corpora-
tions participating in filing a consolidated return of
net income to the federal government fairly reflects
the net income taxable under this chapter.

88
89
90
91
92
93
94
95
96
97

By striking out section thirty-five and inserting in
place thereof the following:

98
99

Section 35. Every domestic business corporation
shall on or before the tenth day of April make a return
sworn to by its treasurer or assistant treasurer, or in
their absence or incapacity by any other principal
officer, in such form as the commissioner prescribes,
giving such information as he requires for the deter-
mination of the tax imposed by this chapter.

100
101
102
103
104
105
106

By adding at the end of section thirty-eight, as

amended, the following new paragraph;
107
108

10. A corporation shall be deemed to carry on

business outside this commonwealth within the mean-
ing of this section only when its activities in another
state or country give such state or country jurisdic-
tion to tax the corporation in respect to such activi-
ties.

109
110
11l
112
113
114

By striking out section thirty-eight A and inserting
in place thereof the following:

115
116

Section 38A. The net income of a domestic
business corporation allocated to this commonwealth
shall be its net income subject to tax under this
chapter.

117
118
119
120
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By striking out section thirty-nine and inserting in
place thereof the following:

121
122

Section 39. Except as otherwise provided herein,
every foreign corporation shall pay annually, 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 an excise not less than two dollars
per thousand upon the value of its assets other than
such as are locally assessable, tangible and intangible,
situated or employed in business in this common-
wealth on the day fixed for determination of the value
of the corporate excess employed within the com-
monwealth :

123
124
125
126
127
128
129
130
131
132
133
134

(1) An amount equal to five dollars per thousand
upon the value of the corporate excess employed by
it within the commonwealth.

135
136
137

(2) An amount equal to two and one half per cent
of its net income determined to be taxable in accord-
ance with the provisions of this chapter.

138
139
140

If two or more foreign corporations doing business
in this commonwealth participated in the filing of a
consolidated return of income to the federal govern-
ment, the tax under paragraph (2) above may, at
their option, be assessed upon their combined net
income, in which case the tax shall be assessed to all
said corporations and collected from any one or more
of them. Foreign corporations thus affiliated and
doing business in this commonwealth, which do not
elect, under the foregoing provision, to be assessed
upon their combined net income, and all other foreign
corporations doing business in this commonwealth,
which have filed with one or more corporations not

141
142
143
144
145
146
147
148
149
150
151
152
153
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subject to this section a consolidated return of net
income to the federal government, shall each file with
the commissioner, as a part of the return required by
this chapter, a statement of net income in such form
as he may prescribe, showing the gross income and
deductions in accordance with the law and regula-
tions governing the usual federal returns of corpora-
tions not thus affiliated: and the net income thus
shown, after making deductions therefrom and addi-
tions thereto as provided in paragraph five of section
thirty, shall be the “net income” under this chapter.

154
155
156
157
158
159
160
161
162
163
164

Liability for such excise shall be incurred by corpo-
rate activity within the commonwealth within any
period constituting a measure of the tax.

165
166
167

By striking out section thirty-nine A and inserting
in place thereof the following;

168
169

Section 39A. The provisions of section thirty-
three shall also apply to a foreign corporation which
is a subsidiary of another corporation or closely
affiliated therewith by stock ownership.

170
171
172
173
174

By inserting after section forty the following new
sections;

175
176

Section /+OA. Every corporation, association or
organization established, organized or chartered under
laws other than those of the commonwealth for pur-
poses for which domestic corporations may be
organized under chapter one hundred and fifty-six,
which has a usual place of business in this common-
wealth, or is engaged here, permanently or tempo-
rarily, in the construction, erection, alteration or
repair of a building, highway, bridge, railroad, railway
or structure of any kind, and which is engaged in this
commonwealth exclusively in interstate and/or

177
178
179
180
181
182
183
184
185
186
187

striking out section thirty-nine C.
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188 foreign commerce, shall except as provided in section
189 forty C be subject to taxation upon all of its real
190 estate and personal property, both tangible and
191 intangible, situated or employed within the common-

192 wealth on the first day of April of each year. The
193 valuation at which the machinery, merchandise and
194 all other personal property of said corporation shall
195 be assessed by the assessors of the respective towns
196 where such property is subject to taxation shall be
197 determined annually by the commissioner, subject
198 to appeal by the board of appeal from decisions of the
199 commissioner as hereinafter provided, and shall by
200 him be certified to the assessors on or before June
201 fifteenth. A board of assessors or a corporation
202 aggrieved by a valuation made by the commissioner
203 under this section may within ten days after notice
204 of his valuation apply to the said board of appeal.
205 Said board shall hear and decide the subject matter
206 of such appeal and give notice of its decision to the
207 commissioner and to the assessors: and its decision
208 as to the valuation of the property shall be final and
209 conclusive except as provided in section seventy-three
210 of chapter fifty-nine relative to abatements. The
211 assessors shall in the manner provided by law assess
212 the real estate at the value as determined by them,
213 and shall assess the personal property as certified and
214 at the value determined by the commissioner or by
215 the board of appeal, as the case may be, and such an
216 assessment by a board of assessors shall be deemed to
217 be in full compliance with the oath of office of each
218 assessor, and a full performance of his official duty
219 with relation to the assessment of such property
220 except that every board of assessors shall as and when
221 required by the commissioner furnish him with any
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and all information in its knowledge or possession
relating to any property the value of which he is
required to determine by the foregoing.

222
223
224

Section 4-0 B. Every corporation described in sec-

tion forty A, shall except as provided in section forty
C, pay annually, a tax at the rate of six per cent upon
its net income, as defined in section thirty of this
chapter, which is derived from business carried on
within the commonwealth. The commissioner shall
assess and collect said tax and all provisions of this
chapter relative to the assessment, collection, pay-
ment, abatement, verification and administration of
excise taxes applicable to foreign corporations, shall
so far as pertinent be applicable to taxes assessed
under this section. Taxes collected under this section
shall be distributed in accordance with the provisions
of section twenty of chapter sixty-three of the General
Laws, as amended.

225
226
227
228
229
230
231
232
233
234
235
236
237
238
239

Section 40C. Any corporation described in section
forty A may in lieu of the taxes provided in sections
forty A and forty B, respectively, upon giving season-
able notice to the commissioner, file with him an
agreement to be taxed under the provisions of section
thirty-nine of this chapter. Any corporation so
agreeing in any year shall thereby submit itself to
taxation under the said section, and shall be subject
to the provisions of all pertinent sections of this
chapter in the year for which it files the agreement.
In case of any breach of the terms of any such agree-
ment, the same may be enforced by information in
equity brought by the attorney general at the relation
of the commissioner in the supreme judicial court for
Suffolk county. This remedy shall be in addition to
all other means of collection provided by chapter

240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
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sixty-three and to penalties therein imposed. Any
corporation intending to file such agreement with the
commissioner shall give notice to him, in writing,
on or before the twentieth day ofFebruary in the year
in which it is to file such agreement. And in such
year after filing the agreement it shall not be subject
to the taxes imposed by section forty A and forty B,
respectively. Such corporation shall, however, be
subject to the local tax imposed by chapter fifty-nine
upon real estate, motor vehicles and machinery used
in the conduct of the business.

256
257
258
259
260
261
262
263
264
265
266

Section J+OD. Every corporation described in sec-
tion forty A shall on or before the tenth day of April,
make a return, sworn to by its treasurer or assistant
treasurer, or in their absence or incapacity by any
other principal officer, in such form as the commis-
sioner prescribes, setting forth such information as
the commissioner requires for the determination of
the taxes imposed by sections forty A and forty B,
respectively, or, in case the corporation elects to be
taxed in accordance with the provisions of section
forty C, such information as the commissioner re-
quires for determination of the tax imposed by section
forty C.

267
268
269
270
271
272
273
274
275
276
277
278
279
280 By striking out section forty-two and inserting in

place thereof the following:281
282 Section I+2. A foreign corporation carrying on part

of its business outside the commonwealth may, by
notification to the commissioner on or before the time
when its return under this chapter is due to be filed,
refuse to accept the allocating method set forth in the
preceding section. A foreign corporation, which so
refuses, and every such corporation, which is foreign
to the United States and which is required to return

283
284
285
286
287
288
289
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290 to the federal government only income from sources
within the United States, shall, on or before May
tenth, file with the commissioner, under oath of its
treasurer, a statement in such detail as the commis-
sioner shall require, showing the amount of its annual
net income derived from business carried on within
the commonwealth, and such further information as
the commissioner may require with reference thereto,
and the commissioner shall determine the amount of
the net income received from business carried on
within the commonwealth. The commissioner may
in his discretion require similar information from any
other foreign corporation if he considers that the
allocating method set forth in the preceding section
does not fairly reflect the income received from busi-
ness carried on within the commonwealth and may
by reasonable methods determine such income.
Income determined by the commissioner pursuant to
the provisions of this section to be income received
from business carried on within the commonwealth,
shall be the net income taxable under this chapter
and such determination shall be in lieu of the deter-
mination required by the preceding section.

291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312

By striking out section forty-two A and inserting
in place thereof the following:

313
314

Section 42A. The net income of a foreign corpo-
ration allocated to this commonwealth shall be its
net income subject to tax under this chapter.

315
316
317
318

By striking out section forty-five and inserting in
place thereof the following:

319
320

Section If the commissioner discovers from
the verification of a return, or otherwise, that the full
amount of any tax due under sections thirty to fiftv-

321
322
323

striking out section forty-three.
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324 one, inclusive, has not been assessed, he may, at any
325 time within two years after September first of the
326 year in which such assessment should have been
327 made, assess the same, with interest at six per cent
328 from October twentieth of the year in which the
329 return of the corporation was due to be filed, first
330 giving notice to the corporation to be assessed of his
331 intention; and a representative of the corporation
332 shall thereupon have an opportunity, within ten
333 days after such notification, to confer with the corn-
-334 missioner as to the proposed assessment. After the
335 expiration of ten days from the notification the corn-
-336 missioner shall assess the amount of the tax remaining
337 due to the commonwealth, and shall give notice to
338 the corporation so assessed. Any tax so assessed shall
339 be payable to the commissioner fourteen days after
340 the date of the notice, and sections fifty-one and
341 fifty-two shall apply to a tax so assessed.

1 Section 2. This act shall take effect as of Janu-
-2 ary first, nineteen hundred and thirty, and shall
3 apply to taxes assessed in the year nineteen hundred
4 and thirty and thereafter.




