
HOUSE No. 1179
Cfie Commontoealtl) of egassaclnisetts.

H ouse of R epresen ta tiv es , March 11, 1925.
The committee on Taxation to whom was referred so 

much of the recommendations of the Commissioner of 
Corporations and Taxation (House, No. 29) as relates 
to amending the laws relative to taxation (accompanied 
by bills, House, Nos. 33 to 42, inclusive), report (in 
part) the accompanying bill (new draft of House, 
No. 41).

For the committee,
JOSEPH E. PERRY.
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Cfte CommoniuealtJ) of Massachusetts.
In the Year One Thousand Nine Hundred and Twenty-Five.

An Act substituting a Deduction in Lieu of the Divi
dend Credit in the Taxation of Foreign Business 
Corporations and providing a Method of Allocation 
for Corporations Foreign to the United States.
Be it enacted by the Senate and House of Repre

sentatives in General Court assembled, and by the 
authority of the same, as folloius:
1 S ection  1. Chapter sixty-three of the General
2 Laws is hereby amended by striking out section
3 forty-three and inserting in place thereof the fol-
4 lowing: —
5 Section 43. After determining the amount of the
6 net income of a foreign corporation derived from
7 business carried on within the commonwealth, the
8 commissioner shall then deduct therefrom a sum
9 equal to the amount of dividends paid by it during

10 the calendar year next previous to the year in which
11 the return is normally required to be filed, to in-
12 habitants of this commonwealth, and which divi-
13 dends are taxable under the provisions of chapter
14 sixty-two. If more than one half of the capital
15 stock of any such corporation is owned by another
16 foreign corporation not subject to taxation under
17 sections thirty to fifty-one, inclusive, but having
18 stockholders avIio are inhabitants of this common-
19 wealth, there shall, upon filing of such information
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20 as the commissioner deems necessary for the pur-
21 pose, be deducted from the amount of net income of
22 such corporation derived from business carried on
23 within the commonwealth, such proportion of the
24 dividends actually taxed to inhabitants of this
25 commonwealth as will prevent double taxation of
26 the income of the corporation and of the dividends
27 of such other foreign corporation, so taxed.
28 From the balance of net income allocated to this
29 commonwealth, after deduction for dividends as
30 above provided, there shall further be deducted the
31 same proportion of the balance which the fair cash
32 value of machinery owned by the corporation and,
33 used in manufacturing in the commonwealth bears
34 to the value of its total assets employed in the
35 commonwealth, and the amount remaniing shall be
36 its net income subject to tax under this chapter.
1 S ection  2. Section forty-two of said chapter
2 sixty-three is hereby amended by adding at the end
3 thereof the following new paragraph: — If a cor-
4 poration foreign to the United States carries on
5 part of its business outside the United States, and
6 is required to return to the federal government
7 only income from sources within the United States
8 such corporation shall, within the first ten days of
9 April, file with the commissioner, under oath of its 

10 treasurer, a statement in such detail as the com
i l  missioner shall require, showing the amount of its
12 annual net income derived from business carried
13 on within the commonwealth, and such further in-
14 formation as the commissioner may require with
15 reference thereto, and the commissioner shall deter-
16 mine the amount of the net income received from
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17 business carried on within the commonwealth. The
18 amount thus determined, after making the deduc-
19 tions provided for by section forty-three, shall be
20 the net income taxable under this chapter, and the
21 foregoing determination shall be in lieu of the deter-
22 ruination required by the preceding section.
1 S ec tio n  3. This act shall take effect as of
2 April first, nineteen hundred and twenty-five.


