
HOUSE . . . . No. 1946
House Bill No. 1919 as amended and passed by the House to be

engrossed.

In the Year One Thousand Nine Hundred and Nineteen.

AN ACT
Relative to the Taxation of Corporations.

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

Part I. Domestic Corporation Tax

1 Section 1. When used in Part lof this act:

2 (1) The term “domestic business corporation” shall
3 mean every corporation organized under or subject to
4 the provisions of chapter four hundred and thirty-seven
5 of the acts of nineteen hundred and three and acts in
6 amendment thereof and in addition thereto.
7 (2) The term “taxable year” shall mean the fiscal
8 year of the corporation.
9 (3) The term “corporate excess” shall mean the fair

10 cash value of all the shares constituting the capital stock
11 of a corporation on the first day of April when the return
12 called for by section four of this act is due, less the value

Cl)e Commontoealti) of Massachusetts;.
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13 of (a) the works, structures, real estate, machinery, pole
undeground conduits, wires and pipes owned by it14
within the commonwealth subject to local taxation, ex-15

cepting such part of such real estate as represents the1G

interest of a mortgagee; (b ) securities, other than shares17
in national banks and voluntary associations, trusts and18
partnerships, the income of which, if any, if received by a19
natural person resident in this commonwealth would not20
be liable to taxation; (c) its real estate, machinery, mer-21

22 chandise and other tangible property situated in another
23 state or country; and (d) the same proportion of it
24 cash and accounts and bills receivable, excluding note
25 which its real estate, machinery and merchandise situated
26 in another state or country bear to its total real estate,
27 machinery and merchandise, to the extent that such
28 proportion fairly represents, in the judgment of the tax
29 commissioner, the amount which is properly allocable to
30 such other state or country.
31 In determining the corporate excess there shall not be
32 deducted the value of shares in national banks and in
33 voluntary associations, trusts and partnerships, nor of

other securities the income of which, if owned by a34

natural person resident in this commonwealth, would be35
liable to taxation, nor shall there be deducted the value36

of any shares of stock of the corporation itself owned
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 franchise of any such corpora-
tion 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, and, in the case of a
corporation which is a subsidiary of a foreign corporation
or closely affiliated therewith by stock ownership, that
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47 such debts represent only the fair value of the property
48 given therefor.

1 Section 2. Except as is otherwise provided in this
2 section, every domestic business corporation shall be
3 subject to pay annually, with respect to the carrying
4 on or doing of business by it, an excise tax equal to
5 the sum of the following; —■

6 (1) An amount equal to five dollars per thousand
7 upon the value of its corporate excess.
8 (2) An amount equal to two and one half per cent
9 of that part of its net income as hereinafter defined,

10 which is derived from business carried on within this
11 commonwealth.
12 If a domestic business corporation which is a sub-
-13 sidiary of a foreign corporation or closely affiliated
14 therewith by stock ownership, is so managed that its
15 books of account do not show its true earnings, it shall
16 pay as a minimum tax under this act an amount equal
17 to twenty dollars per thousand on its corporate excess,
18 unless it shall file within the first ten days of April a
19 statement, as of April first, of its net income which
20 shows to the satisfaction of the tax commissioner its
21 true earnings for its last prior fiscal year, eliminating
22 therefrom all payments to such other corporation or its
23 officers in excess of the fair value of the property or
24 services given therefor.
25 If two or more domestic business corporations par-
-26 ticipated in the filing of a consolidated return of income
27 to the federal government, the tax under paragraph (2)
28 above may, at their option, be assessed upon their
29 combined net income, which tax shall be assessed to

30 both corporations and collected from either corporation.
31 In the case of corporations thus affiliated, and in the
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further case of a single domestic business corporation
which files with one or more foreign corporations a

consolidated return of net income to the federal gov-

ernment, such domestic business corporation or corpo-
rations shall file with the tax commissioner as a part
of their return required by this act, a statement of
net income in such form as he may prescribe, showing
the gross income and deductions in accordance with the
law and regulations governing 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 three.
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Section 3. Except as provided in the last paragraph
of section two, the term "net income” shall mean
the net income for the taxable year as required to be
reported by the corporation in its last prior return to
the federal government as defined in the revenue act
of nineteen hundred and eighteen, deducting therefrom
all interest received upon bonds, notes and certificates
of indebtedness of the United States which was included
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in such return, and dividends received from corporations
organized under the laws of this commonwealth and
from corporations or associations, partnerships and trusts
having transferable shares the dividends upon which
would be exempt if received by an inhabitant of this
commonwealth.
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Section 4. Every such corporation shall, within the
first ten days of April, make a return as of April first,
sworn to by the treasurer or assistant treasurer, or in
their absence or incapacity by any other principal officer,
in such form as the tax commissioner may prescribe, giv-
ing (a) a copy of such parts of its last federal return
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7 due prior thereto, as he may designate; (b) such data
8 as he may require to determine the proportion of net
9 income derived from business carried on within this

10 commonwealth; (c) such information as he may require
11 for the determination of the corporate excess. Whenever
12 the time for filing its federal return has been extended,
13 the tax commissioner may extend the time for filing such
14 return.

1 Section 5. If the assessment made by the federal
2 government is based upon a net income greater or less
3 than the net income returned by said corporation, or if
4 an additional assessment is at any time made on the
5 ground that the net income was incorrectly returned in
6 the first instance, or if, after the tax as assessed is paid
7 to the federal government, any part of such tax is re-
-8 funded, the corporation within ten days after the receipt
9 of such notice of the said fact, shall make return-under

10 oath to the tax commissioner of the amount by which
11 the net income originally returned differs from the net
12 income on which the tax was computed by the federal
13 government upon the latest determination by it of the
14 proper tax, and of the facts giving rise to the difference.
15 If upon such facts an additional tax is due the common-

-16 wealth, the tax commissioner shall assess the additional
17 tax, and the corporation shall, within thirty days
18 after the receipt of notice from the tax commissioner of
19 the amount thereof, pay such additional tax. If, upon
20 the said facts, a less tax is due the commonwealth than
21 that paid by the corporation, the treasurer and receiver

22 general shall upon certification of the tax commissioner,
23 repay within thirty days such difference without any
24 further act or resolve making appropriation therefor.
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Section 6. In case a domestic corporation carries on
business outside tins commonwealth, the tax commis-
sioner shall determine in the following manner the pro-
portion of the net income received from business carried
on within this commonwealth: interest and dividends
which would be taxable under section two of chapter
two hundred and sixty-nine of the acts of nineteen hun-
dred and sixteen, and acts in amendment thereof and in

1
9

6

4
o

6

I

S

addition thereto, if received by an inhabitant of this
commonwealth, shall, in all cases be determined to be
income taxable under this act. Gains realized from the
sale of capital assets shall, if such assets consisted of in-
tangible property, be determined to be income taxable
under his act; but if such assets consisted of real estate
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or tangible personal property the gains realized from the
sale thereof shall be apportioned to the states in which
such property is situated. Dividends received on the
stock of corporations not organized in the United States
and not subject to federal income tax shall be deter-
mined not to be income from business carried on within
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this commonwealth.21
The remainder of the net income as defined in section

three of this act shall be divided into three parts.
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Of one third, such portion shall be attributed to busi-
ness carried on within this commonwealth as shall be
found by multiplying the said one third by a fraction
whose numerator is the value of the corporation’s tangi-
ble property situated within this 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 carried
on within this commonwealth as shall be found by mul-
tiplying the said one third by a fraction whose numerator
is the expense paid by the corporation for wages, salaries,
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commissions or other compensation to its employees, and
assignable to this commonwealth as 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 attributable to business
carried on within this commonwealth as shall be found by
multyplying the said one third by a fraction whose
numerator is the amount of the corporation’s gross re-
ceipts from business assignable to this commonwealth
as hereinafter provided, and whose denominator is the
amount of the corporation’s gross receipts from all its
business. In a case where only two of the foregoing three
rules are applicable, the said remainder of net income of
the corporation shall be divided into two equal parts
only, each of which shall be apportioned 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
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within this commonwealth shall be determined solely
by that rule. The value of the corporation’s tangible
property for the purposes of this section 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
commonwealth. The amount of the corporation’s gross
receipts from business assignable to this commonwealth
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shall be the amount for the year for which the income
is returned of its gross receipts from (a) sales, except
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 tax commissioner to be attributable to the business

68

69

70
71
72
i O

74
to

conducted on such premises; (5) 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 sub-
stantially all the capital stock of another corporation, or
by the corporation so owned or controlled, the tax com-
missioner may impose the tax provided for by this act
upon the income of the two corporations jointly in the
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same manner as though they were a single corporation
or may, in such other manner as he shall determine
equitably adjust the tax of the applying corporation.
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87 If a corporation maintains an office, warehouse or other
place of business in a state other than this commonwealth
for the purpose of reducing its tax under this act, the
tax commissioner shall, in determining the amount of its
gross receipts from business assignable to this common-
wealth, include therein the gross receipts from sales at-
tributed 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
tax commissioner shall allocate such income, so far as
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102 found to be situated incurred, or received without the
103 commonwealth.

1 Section 7. The tax commissioner shall determine
2 from the returns required by this afct, and from any
3 other available information, the net income and cor-
-4 porate excess of every domestic business corporation,
5 and shall assess thereon the tax herein provided for.
6 The portion of said tax which is based upon the value of
7 the corporate excess shall be assessed in the manner
8 and with the powers specified in Part 111 of chapter
9 four hundred and ninety of the acts of nineteen hun-

10 dred and nine, and the amendments thereof and addi-
-11 tions thereto, for the taxation of corporate franchises.
12 He shall not determine the income of any such corpora-
-13 tion, which has filed a return within the time prescribed
14 by law, to be in excess of the income shown by such
15 return without notifying the corporation and giving it
16 an opportunity to explain the apparent incorrectness of
17 the return. For the purpose of verifying any such
18 return, the tax commissioner may, within two years
19 after the first day of September of the year in which
20 such return was due, examine personally or by deputy
21 or agent, the books and papers of the corporation, which
22 shall be open to such officer for verification. If the tax
23 commissioner discovers from the verification of a return
24 filed under this act, or otherwise, that the full amount
25 of any tax due under this act has not been assessed, he
26 may, at any time within two years after the first day
27 of September of the year in which such assessment
28 should have been made, assess the same, first giving
29 notice to the corporation to be assessed of his intention;
30 and a representative of the corporation shall thereupon
31 have an opportunity, within ten days after such noth
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32 fication, to confer with the tax commissioner as to the
33 proposed assessment. After the expiration of ten days
34 from the notification the tax commissioner shall assess
35 the amount of the tax remaining due to the common-
-36 wealth, and shall give notice to the corporation so
37 assessed. Any tax so assessed shall be payable fourteen
38 days after the date of the notice, and the provisions of
39 this act concerning the abatement and collection of taxes
40 shall be applicable to a tax so assessed.
41 If no return, or an incorrect or insufficient return, has
42 been filed, and the corporation so in default refuses or
43 neglects after notice to file a proper return, or if a
44 fraudulent return has been filed, the tape commissioner
45 shall determine the income of the corporation according
46 to his best information and belief, and shall assess the
47 same at double the amount so determined, which addi-
-48 tional tax shall be in addition to the other penalties pro-
-49 vided for by this act.
50 The tax commissioner shall also make from time to

51 time such rules and regulations, not inconsistent with the
52 provisions of this act, as he may deem necessary for
53 carrying out its provisions.

1 Section 8. Except as is provided by section seven of
2 this act, the tax commissioner shall annually, as soon as
3 may be after the first Monday of August, give notice to
4 the treasurer of each domestic business corporation of
5 the amount of any tax levied upon it, under this act;
6 and shall give notice to the treasurer of the date upon
7 which such amount is payable and of the time within
8 which the corporation may apply for a correction of the
9 tax. Failure to receive the said notice shall not affect

10 the validity of the tax.

1 Section 9. If a domestic business corporation fails
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2 to file when due the returns required by sections four
3 and five of this act, there shall be added to and become
4 a part of the tax as an additional tax the sum of five
5 dollars for every day during which the corporation is
6 in default: provided, however, that the tax commissioner
7 may in his discretion abate any such additional tax in
8 whole or in part.
9 If any return required by sections four and five con-

-10 tiiins a false statement which is known, or by the exercise
11 of reasonable care might have been known, to the officer
12 making it, to be false, such officer and the corporation
13 shall be liable for the amount of tax thereby lost to the
14 commonwealth, and in addition to a penalty of not less
15 than five hundred dollars nor more than five thousand
16 dollars.
17 Corporations which neglect to pay taxes assessed by
18 the tax commissioner hereunder shall pay interest at
19 the rate of six per cent per annum from the time when
20 the taxes were payable until they are paid, if such pay-
-21 ment is made before the commencement of proceedings
22 for the recovery thereof, and twelve per cent if made
23 after the commencement of such proceedings.

1 Section 10. Applications for the abatement or cor-
-2 rection of any tax assessed under Part I of this act may
3 be made within ten days after the date upon which the
4 notice of assessment is sent, and from the decision of the
5 tax commissioner thereon any corporation may appeal in
6 the manner provided by section sixty-eight of Part 111
7 of chapter four hundred and ninety of the acts of nine-
-8 teen hundred and nine, and acts in amendment thereof
9 and in addition thereto.

1 Section 11. Taxes levied under Part lof this act
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2 shall be payable to the treasurer and receiver general,
3 and in the collection thereof he shall have all of the
4 remedies provided by Part 111 of said chapter four
5 hundred and ninety, as amended.

1 Section 12. Shares in the capital stock of domestic
2 business corporations shall be exempt from taxation
3 under the provisions of Part I of said chapter four
4 hundred and ninety, as amended.
5 The tangible personal property, other than machinery
6 used in manufacture by domestic business corporations,
7 shall be exempt from taxation under the provisions of
8 Part I of said chapter four hundred and ninety as
9 amended.

10 Such parts of said chapter four hundred and ninety,
11 as amended, as relate to taxation of the corporate
12 franchises of such domestic business corporations as are
13 subject to this act, shall not apply to the said corpo-
-14 ration.

1 Section 13. One sixth of every tax paid by any
2 domestic business corporation under this act shall be

retained by the commonwealth. The remainder shall be
4 distributed, credited and paid to the city or town of the
5 commonwealth where the business of the corporation is
6 carried on. If the corporation maintains an office, store
7 or factory in more than one city or town of the common-
-8 wealth, the said remainder shall be distributed, credited
9 and paid to such cities or towns in proportion to the

10 value of the tangible property of the corporation in
11 each of such cities or towns on the first day of April,
12 or on such other day as the tax commissioner shall de-
-13 termine, which value shall be determined in such man-
-14 ner as the tax commissioner shall deem just: ‘provided,
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15 that if the corporation does not conduct its business in
16 Massachusetts, and does not own any tangible property
17 in any city or town of the commonwealth, other than
18 furniture and equipment reasonably necessary for the
19 use of the clerk or other executive officers of the cor-

-20 poration, all of the said tax shall be retained by the
21 commonwealth.

Part 11. Foreign Corporation Tax.
1 Section 14. When used in Part II of this act: —

2 (1) The term “foreign corporation” shall mean every
3 corporation, association or organization of the classes
4 enumerated in sections fifty-six and fifty-eight of chapter
5 four hundred and thirty-seven of the acts of nineteen
6 hundred and three, as amended by chapter two hundred
7 and forty-two of the acts of nineteen hundred and five.
8 (2) The term “taxable year” shall mean the fiscal
9 year of the corporation.

1 Section 15. Every foreign corporation shall pay
2 annually, with respect to the carrying on or doing of
3 business by it within the commonwealth, an excise
4 equal to the sum of the following:
5 (1) An amount equal to five dollars per thousand
6 upon the value of the corporate excess employed by it
7 within the commonwealth. The term “corporate
8 excess” within the commonwealth shall mean such
9 proportion of the value of the issued capital stock as

10 the assets, both real and personal, employed in any
11 business within the commonwealth on the first day o:*

12 April following the close of the taxable year, bear to
13 the total of such assets of the corporation on said date,
14 less the following deductions: (a) the value of the
15 works, structures, real estate, machinery, poles, under.
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ground conduits, wires and pipes owned by it within
the commonwealth subject to local taxation, except such
Dart of the said real estate as represents the interest of
a mortgagee; (&) the value of securities held in Massa-
chusetts, other than shares in national banks, voluntary
associations, trusts and partnerships, the income of
which, if any, if received by a natural person resident
in this commonwealth, would not be liable to taxation.
In determining the proportion of assets employed within
the commonwealth, the tax commissioner may include
such bank deposits in other states as are employed
principally in the conduct of the business in this com-
monwealth. In determining the corporate excess within
the commonwealth, there shall not be deducted the
value of shares in national banks and in voluntary
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associations, trusts and partnerships, nor of other se-
curities the income of which, if owned by a natural
person resident in this commonwealth, would be liable
to taxation, nor shall there be deducted the value of
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any shares of stock of the corporation itself owned
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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(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 common-
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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)
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50 above, may at their option, be assessed upon their
51 combined net income, which tax shall be assessed upon
52 both corporations and collected from either corporation.
53 In the case of corporations thus affiliated, and in the
54 further case of a single foreign corporation which files
55 with one or more domestic business corporations a con-
-56 solidated return of net income to the federal govern-
-57 ment, such foreign corporation or corporations shall file
58 with the tax commissioner, as a part of their return
59 required by this act, a statement of the net income in
60 such form as he may prescribe, showing the gross income
61 and deductions in accordance with the law and regula-
-62 tions governing the usual federal returns of corporations
63 not thus affiliated, and the net income thus shown shall,
64 in such cases, be the net Income taxable under this act,
65 after making the deductions therefrom as provided in
66 section sixteen.

1 Section 16. Except as provided in the last para-
-2 graph of section two, the term “ net income ’ shall mean
3 the net income for the taxable year as required to be
4 reported by the corporation in its last prior return to
5 the federal government as defined in the revenue act of
6 nineteen hundred and eighteen, deducting therefrom all
7 interest received upon bonds, notes and certificates of
8 indebtedness of the United States which was included in
9 such return, and dividends received from corporations

10 organized under the laws of this commonwealth and from
11 corporations or associations, partnerships and trusts
12 having transferable shares the dividends upon which
13 would be exempt if received by an inhabitant of this
14 commonwealth.

1 Section 17. Every such corporation shall, within the
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2 first ten days of April, make a return as of April first
3 sworn to by the treasurer or assistant treasurer, or in
4 their absence or incapacity, by any other principal
5 officer, in such form as the tax commissioner may
6 prescribe, giving (a) a copy of such parts of its
7 last federal return due prior thereto as he may des-
-8 ignate; (b) such data as he may require to determine
9 the proportion of net income derived from business car-

-10 ried on within the commonwealth; (c) such information
11 as he may require for the determination of the corporate
12 excess employed by it within the commonwealth. When-
-13 ever the time for filing its federal return has been ex-
-14 tended, the tax commissioner may extend the time for
15 filing the said return.

1 Section 18. If the assessment made by the federal
2 government is based upon a net income greater or less
3 than the net income returned by said corporation, or if
4 an additional assessment is at any time made on the
5 ground that the net income was incorrectly returned in
6 the first instance, or if, after the tax as assessed is paid
7 to the federal government, any part of the tax is re-
-8 funded, the corporation, within ten days after the receipt
9 of notice of the said fact, shall make return under oath

10 to the tax commissioner of the amount by which the
11 net income originally returned differs from the next in-
-12 come on which the tax was computed by the federal
13 government upon the latest determintaion by it of the
14 proper tax, and of the facts giving rise to the difference.
15 If upon such facts an additional tax is due the common-
-16 wealth, the tax commissioner shall assess such additional
17 tax, and the corporation shall, within thirty days after
18 the receipt of notice from the tax commissioner of the
19 amount thereof, pay such additional tax. If upon such
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20 facts, a less tax is due the commonwealth than that paid
21 by the corporation, the treasurer and receiver general
22 shall, upon certification by the tax commissioner, repay
23 the difference within thirty days, without any further
24 act or resolve making an appropriation therefor.

1 Section 19. In case a foreign corporation carries on
2 business outside the commonwealth, the tax commis-
-3 sioner shall determine in the following manner the pro-
-4 portion of the net income received from business carried
5 on within the commonwealth: gains realized from the
6 sale of capital assets shall not be considered income tax-
-7 able under this act unless such assets consisted of real
8 estate or tangible personal property situated within the
9 commonwealth, in which case the whole of the said gains

10 shall be determined to be received from business carried
11 on within the commonwealth. Interest received from
12 any corporation organized under the laws of this com-
-13 monwealth, or from a national bank doing business
14 therein, or from any association, partnership or trust
15 having transferable shares and having its principal place
16 of business in this commonwealth, and interest received
17 from any inhabitant of this commonwealth, shall be de-
-18 termined to be received from business carried on within
19 the commonwealth, or from a national bank doing busi-

-20 ness therein, all other interest received shall be deducted
21 from net income. Dividends received on the stock of
22 corporations not organized in the United States and not
23 subject to federal income tax shall be determined not to

24 be income from business carried on within this common-
25 wealth
26 The remainder shall be divided into three equal

28 Of one third, such portion shall be attributed to. busi-
27 parts
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ness carried on within this commonewalth as shall be
found by multiplying the said one third by a fraction
whose numerator is the value of the corporation’s tangi-
ble 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 nu-
merator is the expense paid by the corporation for wages,
salaries, commissions, or other compensation to its em-
ployees, and assignable to this commonwealth as here-
inafter 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 at-
tributed to business carried on within the common-
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wealth as shall be found by multiplying the said one
third by a fraction whose numerator is the amount of
the corporation’s gross receipts from business assignable
to this commonwealth, as hereinafter provided, and
whose denominator is the amount of the corporation’s
gross receipts from all its business. In a case where only
two of the foregoing three rules are applicable, the said
remainder of net income of the corporation shall be
divided into two equal parts only, each of which shall
be apportioned in accordance with one of the remaining
two rules. In a case where only one of the three rides
is applicable, the proportion of the net income received
from business carried on within this commonwealth shall
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be determined solely by such rule.
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
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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 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 busi-
ness which are owned or rented by the corporation
outside of the commonwealth, and sales otherwise de-
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termined by the tax commissioner 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 con-
trolled, the tax commissioner may impose the tax pro-
vided for by this act upon the income of the two cor-
porations jointly in the same manner as though they
were a single corporation, or may, in such other manner

as he shall determine, equitably adjust the tax of the
applying corporation.
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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 tax commissioner shall, in determining the

93
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96
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97 amount of its gross receipts from business assignable to

98 this commonwealth, include therein the gross receipts
99 from sales attributed by the corporation to the business

100 conducted at such place of business in another state.
101 In the case of consolidated returns of net income, the
102 tax commissioner shall allocate such income, so far as is
103 practicable in accordance with the above rules.
104 A rule shall not be deemed to be inapplicable merely
105 because all of the tangible property or the expense of a
106 corporation for wages, salaries commissions or other
107 compensation, or the gross receipts of the corporation are
108 found to be situated, incurred or received without the
109 commonwealth.

1 Section 20. A corporation carrying on part of its
2 business outside this commonwealth may, in lieu of the
3 allocating method set forth in the preceding section for
4 determining the amount of business assignable to this
5 commonwealth, refuse to accept such determination by
6 notification thereof to the tax commissioner on or before
7 the time when its income tax return under the provi-
-8 sions of this act is due to be filed. Such a foreign cor-
-9 poration shall, within thirty days thereafter, file with

10 the tax commissioner, under oath of its treasurer, a
11 statement in such detail as the tax commissioner shall
12 require, showing the amount of its annual net income
13 derived from business carried on within the common-
-14 wealth. The tax commissioner may require such further
15 information with reference thereto as he may deem
16 necessary for the assessment of the tax, and shall deter-
-17 mine the proportion of the net income received from
18 business carried on within this commonwealth.

1 Section 21. After determining the amount of tax
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2 clue from any foreign corporation under the provisions of
3 paragraph two of section fifteen of this act, the tax com-
-4 missioner shall then credit the corporation with a sum
5 equal to five per cent of the dividends paid by it, during
6 the previous calendar year, to inhabitants of this com-
-7 monwealth, and the amount then remaining due shall be
8 the amount of tax to be levied upon the corporation:
9 ■provided, that if more than one half of the capital stock

10 of any such corporation is owned by another foreign
11 corporation which is not subject to taxation under this
12 act, but has stockholders who are inhabitants of this
13 commonwealth and are subject to taxation upon their
14 income under section two of chapter two hundred and
15 sixty-nine of the acts of nineteen hundred and sixteen
16 and acts in amendment thereof and in addition thereto,
17 such corporation, upon filing with the tax commis-
-18 sioner such information as he shall deem necessary for
19 the purpose, shall be credited with a sum equal to five
20 per cent of such a proportion of its total dividends as
21 will prevent double taxation of the income of the cor-
-22 poration and of the dividends of such other foreign cor-
-23 poration actually taxed to inhabitants of this com-
-24 monwealth.

1 Section 22. The tax commissioner shall determine
2 from the returns required by this act and from any
3 other available information, the income of every foreign
4 business corporation and the value of the capital stock
5 employed by it within the commonwealth, and shall
6 assess thereon the tax herein provided for. That part of

7 the said tax which is based upon the value of the capital

8 stock shall, subject to the provisions of this act, be
9 assessed in the manner and with the powers specified

10 in Part 111 of chapter four hundred and ninety of the
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11 acts of nineteen hundred and nine, and the amendments
12 thereof and additions thereto, for the taxation of cor-
-13 porate franchises of domestic corporations. He shall not
14 determine the income of any such corporation, which
15 has filed a return within the time prescribed by law, to
16 be in excess of the income shown by such return without
17 notifying the corporation and giving it an opportunity
18 to explain the apparent incorrectness of the return. For
19 the purpose of verifying any return made pursuant to
20 this act, the tax commissioner may, within two years
21 after the first day of September in the year in which
22 such return was due, examine personally or by deputy
23 or agent, the books and papers of the corporation,
24 which shall be open to such officer for the said verifica-
-25 tion. If the tax commissioner discovers from the veri-
26 fication of a return filed under this act, or otherwise,
27 that the full amount of any tax due under this act has
28 not been assessed, he may, at any time within two
29 years after the first day of September of the year in
30 which such assessment should have been made, assess
31 the same, first giving notice to the corporation so to be
32 assessed of his intention; and a representative of the
33 corporation shall thereupon have an opportunity, within
34 ten days after such notification, to confer with the tax
35 commissioner as to the proposed assessment. After the
36 expiration of ten days from the notification the tax
37 commissioner shall assess the amount of the tax remain-
-38 ing due to the commonwealth, and shall give notice
39 to the corporation so assessed. Any tax so assessed
40 shall be payable fourteen days after the date of the
41 notice, and the provisions of this act concerning the
42 abatement and collection of taxes shall be applicable
43 to any tax so assessed.
44 If no return, or an incorrect or insufficient return



1919.] HOUSE —No. 1946. 23

45 has been filed, and the corporation so in default refuses
46 or neglects after notice to file a proper return, or if a
47 fraudulent return has been filed, the tax commissioner
48 shall determine the income of the corporation according
49 to his best information and belief, and shall assess the
50 same at double the amount so determined, which
51 additional tax shall be in addition to the other penalties
52 provided for by this act.
53 The tax commissioner shall also make from time to
54 time such rules and regulations, not inconsistent with
55 the provisions of this act, as he may deem necessary
56 for carrying out its provisions.

1 Section 23. Except as provided by section twenty-
-2 two of this act, the tax commissioner shall annually,
3 as soon as may be after the first Monday of August,
4 give notice to the treasurer of each foreign corporation
5 of the amount of any tax levied upon it, under this act;
6 and shall give notice to the treasurer of the date upon
7 which such amount is payable and of the time within
8 which the corporation may apply for a correction of the
9 tax. Failure to receive the said notice shall not affect

10 the validity of the tax.

1 Section 24. If a foreign corporation fails to file the
2 returns required by sections seventeen and eighteen of
3 this act when they are due, there shall be added to and
4 become a part of the tax as an additional tax the sum

5 of five dollars for every day during which the corpora-
-6 tion is in default: provided, however, that the tax com-
-7 missioner may, in his discretion, abate any such
8 additional tax in whole or in part.
9 'lf any return required by sections seventeen and

10 eighteen contains a false statement which is known or,
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11 by the exercise of reasonable care might have been
12 known to the officer making it to be false, such officer
13 or the corporation shall be liable for the amount of tax
14 thereby lost to the commonwealth, and in addition to a
15 penalty of not less than five hundred nor more than five
16 thousand dollars.
17 Corporations which neglect to pay taxes assessed by
18 the tax commissioner hereunder shall pay interest at the

annum from the time when19 rate of six per cent per
20 such taxes were payable
21 payment is made before
22 ceedings for the recovery

until they are paid, if such
the commencement of pro-
thereof, and twelve per cent

23 if made after the commencement of such proceedings.

1 Section 25. Application for the abatement or cor-
-2 rection of any tax assessed under Part II of this act
3 may be made within thirty days after the date upon
4 which the notice of assessment is sent, and from the
5 decision of the tax commissioner thereon any corpora-
-6 tion may appeal 'in the manner provided by section
7 sixty-eight of Part 111 of chapter four hundred and
8 ninety of the a'cts of nineteen hundred and nine, and
9 acts in amendment thereof and in addition thereto.

1 Section 26. Taxes levied under Part II of this act
2 shall be payable to the treasurer and receiver general,
3 and in the collection thereof he shall have all the
4 remedies provided in Part 111 of said chapter four
5 hundred and ninety, as amended or added to.

1 Sectipn 27. The tangible personal property, other
2 than machinery used in manufacture, of foreign corpora-

3 tions subject to this act shall be exempt from taxation
4 under the provisions of Part I of said chapter four
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5 hundred and ninety, as amended or added to. So
6 much of chapter five hundred and sixteen of the acts
7 of nineteen hundred and nine, and section seventy-one
8 of chapter four hundred and thirty-seven of the acts of
9 nineteen hundred and three, and acts in amendment

10 thereof and in addition thereto, as relates to the taxation
11 of merchandise owned by foreign corporations and
12 situated in this commonwealth, shall not apply to
13 corporations taxable under this act. So much of section
14 twenty-three of Part I of said chapter four hundred and
15 ninety, as amended or added to, as relates to the
16 taxation of the merchandise of foreign corporations
17 shall not apply to corporations taxable under this act.
18 Chapter one hundred and sixty-seven of the General
19 Acts of nineteen hundred and fifteen, as amended by
20 chapter eighty-three of the acts of nineteen hundred and
21 sixteen, and by chapter eighty-nine of the acts of nine-
-22 teen hundred and seventeen, is hereby repealed, and cor-
-23 porations are hereby excused from compliance therewith
24 in the year nineteen hundred and nineteen and sub-
-25 sequent years.

1 Section 28. Those parts of the said chapter four
2 hundred and ninety, as amended or added to, which
3 relate to the taxation of the capital stock of such
4 foreign corporations as are subject to the provisions of
5 this act, shall not apply to the said corporations.

1 Section 29. One sixth of every tax paid.‘by any
2 foreign business corporation under this act shall be
3 retained by the commonwealth. The remainder shall
4 be distributed, credited and paid to the city or town of
5 the commonwealth where the business of the corpora-
-6 tion is carried on. If the corporation maintains an
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7 office, store or factory in more than one city or town
8 of the commonwealth, the said remainder shall be dis-
-9 tributed, credited and paid to such cities or towns in

10 proportion to the value of the tangible property of the
11 corporation in each of them on the first day of April,
12 or on such other day as the tax commissioner shall
13 determine, which value shall be determined in such
14 manner as the tax commissioner shall deem Just;
15 provided, that if the corporation does not conduct its
16 business in Massachusetts and does not own any
17 tangible property in any city or town of the common-
-18 wealth, other than furniture and equipment reasonably
19 necessary for the use of the clerk or other executive
20 officers of the corporation, all of the said tax shall be
21 retained by the commonwealth.

Part 111. General Provisions.

1 Section 30. If the excise imposed upon domestic cor-
-2 porations by the provisions of section two, or the excise
3 imposed upon foreign corporations by the provisions of
4 section fifteen, is declared unconstitutional by a final
5 decree of the PTnited States supreme court or the supreme
6 judicial court of the commonwealth, the remainder of
7 this act, with the exception of this section, shall be null
8 and void, and in this respect the provisions of Part I
9 and the provisions of Part II of this act are hereby de-

-10 dared to be inseparable. If such portion of this act
11 shall thus become null and void, the provisions of prior
12 laws which are repealed or made inoperative by this act
13 shall be thereby revived and shall have full force and
14 effect in all respects as though this act had not been en-
-15 acted. In such case the tax commissioner shall forthwith
16 assess all taxes that have become due under such prior
17 laws thus revived, and the time for making any assess-
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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 re-
vived. If any part, section or subdivision of this act
other than the portions heretofore referred to shall be
declared unconstitutional, the validity of the remaining
parts of this act shall not be affected thereby.
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Section 31. Excepting section twenty-seven, which
shall take effect ninety days after its passage, this act
shall take effect on the first day of January, nineteen
hundred and twenty.
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House of Representatives, July 15, 1919.

Parsed to be engrossed.
Sent up for concurrence.

JAMES W. KIMBALL, Clerk.




