
House of Representatives, June 20, 1935.

The committee on Ways and Means, to whom was
referred the Bill discontinuing the income tax exemption
as to certain dividends (House, No. 1999), report that
the same ought to pass with an amendment substituting
therefor a new draft (House, No. 2228).

For the committee,

ALBERT F. BIGELOW.

HOUSE No. 2228
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I

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

An Act relative to the Taxation of Incomes and of
Certain 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. Section nine of chapter three hundred
2 and seven of the acts of nineteen hundred and thirty-
-3 three is hereby amended by inserting after the word
4 “banks” in the eleventh line the words; —, and
5 income received by any inhabitant of the common-
-6 wealth during the year nineteen hundred and thirty-
-7 six from such dividends, other than stock dividends
8 paid in new stock of the company issuing the same,
9so as to read as follows: Section 9. Income

10 received by any inhabitant of the commonwealth
11 during the years nineteen hundred and thirty-three,
12 nineteen hundred and thirty-four and nineteen hun-
-13 dred and thirty-five from dividends on shares in all
14 corporations, joint stock companies and banking
15 associations, organized under the laws of this common-
-16 wealth or under the laws of any state or nation,
17 except co-operative banks, building and loan asso-
-18 ciations and credit unions chartered by the com-
-19 monwealth, and except savings and loan associations
20 under the supervision of the commissioner of banks,
21 and income received by any inhabitant of the common-
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22 wealth during the year nineteen hundred and thirty-
-23 six from such dividends, other than stock dividends
24 paid in new stock of the company issuing the same,
25 shall be taxed at the rate of six per cent per annum.
26 Except as otherwise provided in this section, the
27 provisions of chapter sixty-two of the General Laws,
28 as amended, shall apply to the taxation of income
29 received by any such inhabitant during said years.
30 Subsection (5) of section one of said chapter sixty-two
31 shall not apply to income received during said years.

1 Section 2. Section nine Aof said chapter three
2 hundred and seven is hereby amended by striking
3 out, the third time it appears in the ninth line, the
4 word “and” and inserting in place thereof a comma,
5 —and by inserting after the word “thirty-five” in
6 the tenth line the words: and nineteen hundred and
7 thirty-six, so as to read as follows; Section 9A.
8 The credit for dividends paid to inhabitants of this
9 commonwealth by foreign corporations provided by

10 section forty-three of chapter sixty-three of the
11 General Laws in determining the tax leviable on
12 such corporations under paragraph (2) of section
13 thirty-nine of said chapter sixty-three shall not be
14 allowed to foreign corporations or to foreign manu-
-15 facturing corporations in respect to dividends so paid
16 in the years nineteen hundred and thirty-three, nine-
-17 teen hundred and thirty-four, nineteen hundred and
18 thirty-five and nineteen hundred and thirty-six.

1 Section 3. Section ten of said chapter three
2 hundred and seven is hereby amended by striking
3 out, the second time it appears in the tenth line, the
4 word “and” and inserting in place thereof a comma,



HOUSE No. 2228. [June4

5 —by adding after the word “thirty-six” in the
6 eleventh line the words: —and nineteen hundred
7 and thirty-seven, by striking out, the second time
8 it appears in the twenty-fourth line, the word “and”
9 and inserting in place thereof a comma, and by

10 inserting after the word “thirty-five” in the twenty-
-11 fourth and twenty-fifth lines the words: and nine-
-12 teen hundred and thirty-six, —so as to read as
13 follows: Section 10. Every corporation organized *

14 under the laws of this commonwealth, and every cor-
-15 poration doing business therein, including every
16 banking association organized under the laws of any
17 state or nation, and every partnership, association
18 or trust the beneficial interest in which is represented
19 by transferable shares, doing business in the com-

-20 monwealth unless the dividends paid on its shares
21 are exempt from taxation under said section one of
22 said chapter sixty-two shall in nineteen hundred and
23 thirty-four, nineteen hundred and thirty-five, nine-
-24 teen hundred and thirty-six and nineteen hundred
25 and thirty-seven file with the commissioner of cor-

-26 porations and taxation, hereinafter called the com-
-27 missioner, in such form as he shall prescribe, a com-

-28 plete list of the names and addresses of its share-
-29 holders as of record on December thirty-first next
30 preceding, or on any other date satisfactory to the
31 commissioner, or in its discretion, of such share-
-32 holders as are residents of the commonwealth, to-
-33 gether with the number and class of shares held by |
34 each shareholder, and the rate of dividends paid on

35 each class of stock for said preceding year. The
36 second paragraph of section thirty-three of said
37 chapter sixty-two shall not apply to returns relative
38 to shareholders receiving dividends in the years
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39 nineteen hundred and thirty-three, nineteen hun-
-40 dred and thirty-four, nineteen hundred and thirty-
-41 five and nineteen hundred and thirty-six.

1 Section 4. Section one of chapter three hundred
2 and seventeen of the acts of nineteen hundred and
3 thirty-four is hereby amended by striking out, the
4 second time it appears in the second line, the word
5 “and” and inserting in place thereof a comma, —

6 and by inserting after the word “thirty-six” in the
7 third line the words: and nineteen hundred and
8 thirty-seven, so that the first paragraph will read
9 as follows: During the years nineteen hundred

10 and thirty-four, nineteen hundred and thirty-five,
11 nineteen hundred and thirty-six and nineteen hundred
12 and thirty-seven, every corporation subject to the
13 provisions of section thirty-eight B of chapter sixty-
-14 three of the General Laws, as appearing in the Ter-
-15 centenary Edition, shall, except as provided in section
16 fifty-six A of said chapter, as amended by section
17 three hereof, pay annually a minimum excise of not
18 less than the amount, if any, by which the sum of
19 (1), (2), (3) and (4) following exceeds six per cent of
20 the dividends paid by such corporation during the
21 year corresponding to that in which the income is
22 received;

1 Section 5. Section two of said chapter three hun-
-2 dred and seventeen is hereby amended by inserting
3 after the word “thirty-three” in the third line the
4 words:

, as amended by section one of this act,
5 so as to read as follows: Section 2. During the
6 period that the provisions of section nine of chapter
7 three hundred and seven of the acts of nineteen hun-
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8 dred and thirty-three, as amended by section one of
9 this act, are in effect, if more than fifty per cent of the

10 capital stock of a domestic business or domestic manu-
-11 facturing corporation, as defined in sections thirty and
12 thirty-eight C of chapter sixty-three of the General
13 Laws, is owned by another domestic business or do-
-14 mestic manufacturing corporation, as so defined, or by
15 a foreign or foreign manufacturing corporation, as
16 defined in sections thirty and forty-two B of said
17 chapter sixty-three, the commissioner of corporations
18 and taxation may, upon application of the corporation
19 owning such stock filed with him on or before the time
20 when its return under said chapter sixty-three is due to
21 be filed, or within such further period as he may per-
-22 mit, equitably adjust the tax of the applying corpora-
23 tion in such a manner as to eliminate from its corpo-
-24 rate excess, if a domestic business or domestic manu-

-25 facturing corporation, or from its corporate excess

26 employed in the commonwealth, if a foreign or foreign
27 manufacturing corporation the value of the stock so

28 owned.

1 Section 6. Subsection (c) of section one of chapter
2 sixty-two of the General Laws, as appearing in the
3 Tercentenary Edition, is hereby amended by inserting
4 after paragraph second the following new paragraph:—
5 Third, Partnerships, associations or trusts, the
6 beneficial interest in which is represented by trans-

-7 ferable shares, engaged principally in the ownership,

8 management or operation of real estate.

1 Section 7. Subsection (e) of said section one of

2 said chapter sixty-two, as so appearing, is hereby

3 amended by striking out, in the second line, the word
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4 “and” and inserting in place thereof a comma, and
5 by inserting after the word “second” in said line the
6 words: and third, —so as to read as follows: —-

7 (e) Dividends on shares of any partnership, associa-
-8 tion or trust, of the classes designated in paragraphs
9 first, second and third of subsection (c), shall be sub-

-10 ject to taxation under this section unless the trustees
11 or managers thereof file with the commissioner, in such
12 form as he determines, its agreement to pay to the
13 commonwealth annually the tax imposed by subsection
14 (d) and any tax imposed by section five. In case of
15 any breach of the terms of any such agreement, the
16 same may be enforced by information in equity
17 brought by the attorney general at the relation of the
18 commissioner in the supreme judicial court for Suffolk
19 county. This remedy shall be in addition to all other
20 means of collection provided by this chapter, and to
21 the penalties hereinafter imposed.

1 Section 8. Subsection (6) of section five of said
2 chapter sixty-two, as so appearing, is hereby amended
3 by inserting after the word “government” in the
4 seventh line the words: —, so far as the taxation of
5 such wages and salaries is constitutionally prohibited,
6—soas to read as follows: ( b ) The excess over two
7 thousand dollars of the income, as defined in section
8 six, derived from professions, employments, trade or
9 business shall be taxed at the rate of one and one half

10 per cent per annum. In determining such income the
11 rental value of living quarters furnished any individual
12 as part of his compensation shall be included. The
13 wages and salaries of employees and officers of the
14 United States government, so far as the taxation of
15 such wages and salaries is constitutionally prohibited,
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16 shall not be taxed. Retirement allowances, however
17 described, from the commonwealth or any county,
18 city, town or district thereof, or from any person, if
19 not exempt by law, and interest received in the course
20 of business by persons subject to the provisions of sec-
-21 tions seventy to eighty-five, inclusive, of chapter one
22 hundred and forty, shall be taxed under this subsec-
-23 tion.


