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This form has an electronic filing requirement.
See instructions.



What kind of help is available

The instructions in the Department of Revenue’s tax forms should provide answers to most taxpayer questions. If you have questions about com-
pleting your Massachusetts tax form, you can call us at (617) 887-6367 or toll-free in Massachusetts at 1-800-392-6089 Monday through Friday.
DOR’s website at mass.gov/dor is also a valuable resource for tax information 24 hours a day. Thousands of taxpayers use DOR’s website to e-mail
and receive prompt answers to their general tax inquiries. Interactive applications that allow taxpayers to check the status of their refunds and re-
view their quarterly estimated tax payment histories are available through our website or by calling our main information lines listed above.

Where to get forms and publications
Many Massachusetts tax forms and publications are available via the DOR website. The address for the Department’s website is mass.gov/dor.

For general tax information. Piease call (617) 887-6367 or toll-free in Massachusetts 1-800-392-6089. These main information
lines can provide assistance with the following:

D abatements d corporate excise b fiduciary taxes D personal income taxes
d bills and payments D estate taxes » nonresident information d refunds

D business registration D estimated taxes d partnerships » withholding

D business taxes D certificate of good standing

For help in one of the following specific areas. Piease call the number listed below.

D Installment sales (617) 887-6950

» Teletype (TTY) (617) 887-6140

» Small Business Workshop (617) 887-5660

D Vision-impaired taxpayers can contact any DOR office to receive assistance.

» Upon request, this publication is available in an alternative format. Please send your request to: Office of Diversity and Equal Opportunity,
PO Box 9557, Boston, MA 02114-9557.

To report allegations of suspected misconduct or impropriety involving Department of Revenue employees, please call the Office of Ethics and
Employee Responsibility Hot Line at 1-800-565-0085 or write to PO Box 9567, Boston, MA 02114,



Major 2022 Tax
Law Changes

For more up-to-date and detailed information and
to view all of the public written statements ref-
erenced in these instructions, visit http://www
mass.gov/dor.

Filing Due Dates

Massachusetts General Laws (MGL) 62C, §§ 11
and 12 require C corporations to file their tax
returns on or before the 15th day of the fourth
month following the close of each taxable year.
The filing due date for S corporation tax returns is
the 15th day of the third month following the close
of each taxable year. For more information, see
Technical Information Release (TIR) 17-5.

For calendar year filers, April 15, 2023, when
2022 returns and payments would normally be
due, is a Saturday, which extends the filing due
date to the next business day. However, in Mas-
sachusetts, Monday, April 17, 2023, is Patriot’s
Day, a legal holiday in the Commonwealth. As a
result, returns, payments made with returns, and
estimated payments otherwise due on April 15,
2023, will be treated as timely if they are filed and/
or paid on or before April 18, 2023.

Expansion of Mandatory Electronic

Filing for Corporate Excise Returns
Effective for tax periods ending on or after Decem-
ber 31, 2021, electronic filing and payment of tax
will be required of all business corporations and
financial institutions subject to tax under MGL ch
63 with no income threshold. For more informa-
tion, see TIR 21-9.

New-Ordinary and Necessary
Business Expense Deductions
Available for Licensed
Massachusetts Marijuana

Businesses

Internal Revenue Code (IRC) § 280E prohibits
trades or businesses that traffic in controlled
substances from claiming any ordinary and nec-
essary business expense deductions provided by
the IRC, other than for the cost of goods sold. As a
result, because marijuana remains federally clas-
sified as a Schedule | controlled substance and is
illegal to sell under federal law, licensed marijuana
businesses are unable to claim ordinary and nec-
essary business expense deductions for federal
income tax purposes, other than for the cost of
goods sold. Effective for taxable years beginning
on or after January 1, 2022, Massachusetts de-
coupled from IRC § 280E with respect to licensed
marijuana businesses only. As a result, a licensed
Massachusetts marijuana business can deduct

ordinary and necessary business expenses that
would otherwise be disallowed under IRC § 280E.
See MGL ch 63, § 30.4 for more information.

Changes to Film Incentive Credits
Motion picture companies subject to tax under
MGL ch 63 may claim credits with respect to cer-
tain payroll and production expenses. For taxable
years beginning on or after January 1, 2022, in
addition to meeting other requirements, a tax-
payer must now either incur at least 75% of the
motion picture’s production expenses in Massa-
chusetts or at least 75% of the motion picture’s
total principal photography days must take place
in Massachusetts for the project to qualify for a
credit for certain production expenses. A 50%
threshold applies to prior taxable years. See TIR
22-5 for additional information.

Repeal of Deduction for Energy

Patents

For taxable years beginning on or after January
1, 2022, corporations may no longer deduct in-
come from certain patents that are useful for en-
ergy conservation or alternative energy develop-
ment. See TIR 22-5 for more information.

Repeal of Medical Device User Fee
Credit

For taxable years beginning on or after January 1,
2022, corporations that develop or manufacture
medical devices in Massachusetts may no longer
claim a credit for user fees they pay when submit-
ting certain medical device applications and sup-
plements to the Food and Drug Administration, as
had been allowed in previous tax years. However,
taxpayers will still be able to transfer previously
awarded credits, and transferees will be able to
apply unused amounts of the credit within five
years of the credit’s issuance. See TIR 22-5 for
additional information.

Repeal of Harbor Maintenance
Credit

For taxable years beginning on or after January 1,
2022, corporations may no longer claim a credit
equal to certain harbor maintenance taxes paid to
the federal government to the extent the taxes are
attributable to the shipment of break-bulk or con-
tainerized cargo by sea and ocean-going vessels
through one of three designated Massachusetts
ports. Unused portions of the credit claimed in
taxable years beginning before January 1, 2022,
may be carried forward from the year claimed and
used in any of the succeeding five taxable years.
See TIR 22-5 for more information.

Federal Conformity
In recent years there have been a few federal acts
that have had significant impact on the Massa-

chusetts corporate and financial institution ex-
cise. Massachusetts generally conforms to the
IRC as currently in effect for Massachusetts cor-
porate and financial institution excise purposes.
For more up-to-date and detailed information on
tax changes and federal conformity, visit our web-
site at www.mass.gov/dor.

General

Instructions

Who Must File and Pay Corporate
Excise?

The purpose of the corporate excise is to require
payment for the right granted by the laws of the
Commonwealth to exist as a corporation and for
the enjoyment under the protection of the Com-
monwealth’s laws of the powers, rights, privileges
and immunities derived by reason of the corpo-
rate form of existence and operation. The corpo-
rate excise is due and payable when any of the
following conditions are met:

D The corporation actually does business within
the Commonwealth;

D The corporation exercises its charter within the
Commonwealth;

D The corporation owns or uses any part
of its capital, plant or other property in the
Commonwealth;

D The corporation owns and/or rents real or tan-
gible personal property as a lessor in Massachu-
setts even without having a usual place of busi-
ness here; or

D The corporation has no other contacts with the
state but has more than $500,000 in Massachu-
setts sales.

Corporations which must file and pay corporate
ex cise include any corporation which:

D Isorganized under, or subject to, MGL chs 156,
156A, 1568 or 180; or

D Has privileges, powers, rights or immunities
not possessed by individuals or partnerships.

The following corporations are not obli-
gated to file:

» Corporations organized under the provision of
MGL ch 157, § 10.

Which Form Should Be Filed?
Businesses incorporated under the laws of the
Commonwealth or businesses doing business
in Massachusetts but incorporated elsewhere
should file Form 355.

DOR also has the following tax forms to meet the
unique filing needs of combined filers, security
corporations and S corporations.



Corporations participating in a combined report
of their net income to Massachusetts must file
Form 355U. Most combined report filers will also
pay the non-income measure of excise when fil-
ing the 355U. Combined report filers are not re-
quired to also file a Form 355 unless their tax-
able year ends on a different date than the taxable
year of the combined report. See the instructions
for the Registration Section, line 7 for further
information.

Corporations engaged exclusively in buying, sell-
ing, dealing in or holding securities on their own
behalf and not as brokers must file Form 355SC.

S corporations which are incorporated under the
laws of the Commonwealth or S corporations
doing business in Massachusetts but incorpo-
rated elsewhere should file Form 355S.

Business corporations that file Form 355, 355U,
3558 or 355SC, must submit the return and pay-
ment electronically. Failure to submit the return
electronically may result in a penalty of $100. For
further information on electronic filing require-
ments, see TIR 21-9.

Many corporate filers qualify to file using Form
355SBC. The criteria for filing Form 355SBC on-
line includes:

D Gross receipts or sales under $1,000,000;
D Total income under $1,000,000;

D 100% of net income must be taxable in
Massachusetts;

D Taxpayer not subject to corporate tax in an-
other state;

» Corporation is not a DISC, an S corporation or
a Massachusetts security corporation.

These small businesses must file their cor-
porate excise returns online for free through
DOR’s MassTaxConnect system at mass.gov/
masstaxconnect.

Note: Under Massachusetts law, all corporations
registered in the Commonwealth are required to
file an annual report form with the Secretary of
State within a limited time after the close of their
fiscal year. Annual report forms and instructions
can be obtained by calling (617) 727-9440 or on-
line at www.sec.state.ma.us/cor/coridx.htm. For
further information, call the Secretary of State’s
Corporations Division at (617) 727-9640.

What Is Nexus for Massachusetts

Corporate Excise Purposes?

A corporation that owns or uses any part of its
capital or other property, exercises or continues
its charter or is qualified to, or is actually doing
business in Massachusetts has nexus with the
Commonwealth and must pay a corporate excise.

Doing business in the state as referenced in MGL
ch 63, § 39 includes:

D The maintenance of a place of business;
» The employment of labor;

D The buying, selling or procuring of services
or property;

D The execution of contracts;
D The exercise or enforcement of contract rights;

D The consummation of greater than $500,000 in
sales (where the corporation has no other state
contacts); and

D Each and every act, power, right, privilege, or
immunity exercised or enjoyed in the Common-
wealth, as an incident to or by virtue of the powers
and privileges acquired by the nature of such or-
ganizations, as well as, the buying, selling or pro-
curing of services or property.

The federal statute, PL 86-272, exempts from
state net income-based taxation an out-of-state
corporation whose sole interstate activities con-
sist of the mere solicitation of orders for sales of
tangible personal property filled by shipment or
delivery from a point outside Massachusetts after
such orders are sent outside the state for approval
or rejection. PL 86-272 does not apply to a cor-
poration that sells services or licenses intangible
property in Massachusetts. Also, PL 86-272 does
not apply where the in-state business activity by
or on behalf of a corporation, however conducted,
includes activity that is not entirely ancillary to the
solicitation of orders of tangible personal property.
Activities that take place after a sale will ordinarily
not be considered entirely ancillary to the solici-
tation of such sale. A corporation that has nexus
with the Commonwealth and is excluded from in-
come-based taxation by PL 86-272 remains liable
for the non-income measure of excise.

The following are activities that ordinarily fall
within the scope of “solicitation” under PL 86-272:

D Activities including advertising related to gen-
erating retail demand for the products of a manu-
facturer or distributor by promoting the products
to retailers who order the products from a whole-
saler or other middleman;

» Carrying samples only for display or for distri-
bution without charge or other consideration;

» Owning or furnishing automobiles to sales rep-
resentatives, provided that the vehicles are used
exclusively for solicitation purposes;

D Passing inquiries and complaints on to the
home office;

 Incidental and minor advertising;

d Checking customers’ inventories for re-
order only;

» Maintaining a sample or display area for an ag-
gregate of 14 calendar days or less during the tax
year, provided that no sales or other activities in-
consistent with solicitation take place;

D Soliciting of sales by an in-state resident repre-
sentative who maintains no in-state sales office or
place of business; and

D Training or holding periodic meetings of sales
representatives.

For further information on corporate nexus, refer
t0 830 CMR 63.39.1.

What Are the Differences Between
the Massachusetts Corporate

Excise and the IRC?

Gross income for corporate excise purposes
is the same as that defined under the IRC, as
amended and in effect for the taxable year,
with the following additions:

D Interest from the bonds, notes and evi-
dences of indebtedness of any state, including
Massachusetts.

Net income is gross income less the deductions,
but not the credits, allowable under the IRC. The
following deductions, however, are not allowed:

D Dividends received, except as permitted under
Massachusetts law (See Schedule E-1 instruc-
tions); and

D Taxes on or measured by income, franchise
taxes measured by netincome, franchise taxes for
the privilege of doing business and capital stock
taxes imposed by any state or U.S. territory.

The deduction for losses sustained in other taxable
years is allowed subject to certain restrictions. See
Schedule NOL for further information.

DOR and the IRS maintain an extensive exchange
program, routinely sharing computer tapes and
audit results. Discrepancies between income and
deductions reported federally and on this return,
except those allowed under state law, will be iden-
tified and may result in a state audit or further
investigation.

If the corporation is the parent of a wholly-owned
domestic international sales corporation (DISC),
the U.S. netincome of the parent shall be reported
to Massachusetts with no allocation of income,
deductions, assets or liabilities made to the DISC.
The DISC income, which must be included in the
parent’s return, must be for the same taxable year
or the taxable year immediately following the close
of the parent’s taxable year. DISCs which are not
wholly-owned, either directly or indirectly, are tax-
able as regular business corporations.



Massachusetts generally adopts the IRC treat-
ment of transactions between foreign sales cor-
porations (FSC) and shareholder corporations.

For more information on the impact of the Federal
Consolidated Appropriations Act, 2021 and The
American Rescue Plan Act of 2021 in Massachu-
setts see Working Draft TIR: Massachusetts Tax
Implications of Selected Provisions of the Federal
Consolidated Appropriations Act, 2021 and the
American Rescue Plan Act of 2021.

For more information on difference related to the
impact of the CARES Act and the TCJA see TIRs
18-14,19-6,19-7,19-9, 19-11 and 20-9.

Are Combined Reports Sometimes
Required?

Yes. If two or more corporations under common
control are engaged in a unitary business, any
such corporations that are taxed on their income
in Massachusetts must determine their income
measure of excise by filing a combined report,
Form 355U. This requirement applies regardless
of whether the corporations file a consolidated
federal return. See 830 CMR 63.32B.2.

The non-income measure of excise for members
of a combined group is still determined on a sep-
arate company basis and is calculated on sched-
ules attached to the Form 355U. A separate return
for the non-income measure (Form 355 or Form
3558, as appropriate) is required if the corpora-
tion’s federal taxable year ends at a different time
than the taxable year of the combined report.

What If a Corporation’s Taxable

Year Is Less Than Twelve Months?
Corporations whose taxable year is less than
twelve calendar months may determine their ex-
cise by prorating calendar months for the non-
income measure of the excise only. Schedules
should be available to explain any prorating
computations.

A corporation may never pay less than the $456
minimum excise on a return, and this amount can
never be prorated as Massachusetts law makes no
provision for the proration of the minimum excise.

What if the Tax payer Is a Fiscal or
Short Year Filer?

File the 2022 return for calendar year 2022 and fis-
cal years that began in 2022 and ended in 2023.
For a fiscal year return, fill in the tax year space at
the top of page 1. Short year filers should file using
the tax form for the calendar year within which the
short year falls. If the short year spans more than
one calendar year, the filer should file using the tax
form for the calendar year in which the short year
began. If the current form is not available at the

time the short year filer must file, the filer should
follow the rules explained in TIR 11-12.

When Are Returns Due?

Form 355 corporate excise returns, together with
payment in full of any tax due, must be filed on
or before the 15th day of the fourth month after
the close of the taxable year, calendar or fiscal.
See TIR 17-5. If the due date for filing tax returns
or the due date for making tax payments falls on
a Saturday or legal holiday the filing or payment
may be made on the next succeeding business
day. See TIR 84-3

Taxpayers meeting certain payment requirements
will be given an automatic seven-month exten-
sion in the case of corporate excise taxpayers fil-
ing combined reports and a six-month extension
for other corporate excise taxpayers. Taxpayers
filing unrelated business income tax returns will
be given an eight-month extension. For further in-
formation, see TIR 15-15.

Note: An extension of time to file is not valid if the
corporation fails to pay at least 50% of the total
tax liability or the minimum tax of $456, which
ever is greater, through estimated payments or
with an extension payment.

Any tax not paid on or before the due date with-
out regard to the extension shall be subject to an
interest charge.

What is a Proper Return?

A proper returnis a return upon which all required
amounts have been entered in all appropriate lines
on all forms, and all required schedules, forms
and other attachments have been submitted. Data
sheets, account forms or other schedules must be
available to explain amounts entered on the forms.
Referencing lines to enclosures in lieu of entering
amounts onto the return is not sufficient.

An exact copy of U.S. Form 1120, including all
applicable schedules and any other documenta-
tion required to substantiate entries made on this
return, must be submitted along with Form 355.

Should the Corporation Be Making
Estimated Tax Payments?

All corporations which reasonably estimate their
corporate excise to be in excess of $1,000 for the
taxable year are required to make estimated tax
payments to the Commonwealth. Estimated taxes
may be paid in full on or before the 15th day of
the third month of the corporation’s taxable year
or in four installment payments according to the
schedule below.

Note: The due dates for estimated tax payments
are not the same as the corporate excise return
due dates. An overpayment from the prior year
Form 355 applied to the following year’s estimated

tax will be credited on the 15th day of the fourth
month; one month after the due date for the first
installment.
D 40% of the estimated tax due for the year
is due on the 15th day of the 3rd month of the
taxable year.

D 25% of the estimated tax due for the year
is due on the 15th day of the 6th month of the
taxable year.

D 25% of the estimated tax due for the year
is due on the 15th day of the 9th month of the
taxable year.

d 10% of the estimated tax due for the year is
due on the 15th day of the 12th month of the
taxable year.

Corporations must submit their estimated pay-
ments electronically. See TIR 21-9 for further
information.

Note: New corporations in their first full taxable
year with less than 10 employees have different
estimated payment percentages — 30%, 25%,
25% and 20% respectively.

To avoid a possible underpayment penalty on its
taxes, a corporation should, when making its first
payment, estimate its tax to be at least equal to the
prior year’s tax. If the prior year’s tax was the mini-
mum tax, the corporation should make a payment
or payments equal to the minimum tax to safe-
guard against a possible underpayment penalty.

Note: Any corporation having $1 million or more
of U.S. taxable income in any of its three preced-
ing taxable years (as defined in IRC § 6655(g))
may only use its prior year tax liability to calcu-
late its first quarterly estimated tax payment. Any
reduction in the first installment payment that re-
sults from using this method must be added to its
second installment payment.

For more information on corporate estimated
taxes, refer to 830 CMR 63B.2.2, and MGL ch 63B.

Filing an Amended Return
New-Supporting Statement. If you are filing an
amended return for any reason you must attach
a statement to the amended return with an expla-
nation of why you are filing the amended return,
including the basis for submitting it.

If you need to change a line item on your return,
complete a return with the corrected information
and fill in the Amended return oval. An amended
return can be filed to either increase or decrease
your tax. Generally, an amended return must be
filed within three years of the date that your origi-
nal return was filed. Electronic filing requirements
apply to amended returns and disputes. See TIR
21-9 for further information.



Foreign Corporation Income

Fill in the oval and enclose Schedule FCI (Foreign
Corporation Income) if the corporation is required
to complete and file Schedule FCI with Form 355.

Federal Changes

If this is an amended Massachusetts return
and it does not report changes that result from
the filing of a federal amended return or from a
federal audit (for example, if the amended Mas-
sachusetts return is reporting only a change in
the apportionment calculation or an additional
tax credit), fill in only the Amended return oval. If
this is an amended return that includes changes
you have reported on an amended federal return
filed with the IRS for the same tax year, fill in both
the Amended return oval and the Amended re-
turn due to federal change oval. If the amended
Massachusetts return incorporates changes that
are the result of an IRS audit, check both the
Amended return and Amended return due to
federal audit ovals; enclose a complete copy of
the federal audit report and supporting schedules.

Amended Return Due to IRS BBA

Partnership Audit

The Amended return due to IRS BBA Partner-
ship Audit oval is only to be used if you are an
upper-tier member of a partnership that was im-
pacted by an IRS adjustment to a lower-tier part-
nership resulting from a federal centralized BBA
audit. If you are a partnership that was directly im-
pacted by an IRS adjustment from a federal cen-
tralized BBA audit do not file an amended Form 3
return to report such IRS adjustments. Instead,
a partnership directly impacted by such IRS ad-
justment must file a Centralized Federal Partner-
ship Audit Report on MassTaxConnect. For further
details see TIR 22-1, Reporting Rules Related to
Centralized Federal Partnership Audits.

Schedule DRE. Disclosure of Disre-
garded Entity

A business corporation that (i) is doing busi-
ness in Massachusetts (including through ac-
tivities by a disregarded entity owned by such
business corporation) and (ii) is the owner of a
disregarded entity for any portion of the taxable
year for which a return is being filed, must iden-
tify each disregarded entity by filing Schedule DRE
with its return. A separate Schedule DRE is re-
quired for each disregarded entity. See Schedule
DRE instructions for additional information. Fill in
the Enclosing Schedule DRE oval and submit all
schedules DRE as applicable.

Schedule FCI. Foreign Corporation

Income

Fill in the oval and enclose Schedule FCI (Foreign
Corporation Income) if the corporation is required
to complete and file Schedule FCI with Form 355.

All taxpayers with foreign corporation income (in-
cluding GILTI income) must complete Schedule
FCI. Detailed instructions for completing Schedule
FCl are available on DOR’s website. See Schedule
FCI and Instructions.

Enclosing Schedule TDS.

Inconsistent Filing Position Penalty
Fill in the oval and enclose Schedule TDS, Tax-
payer Disclosure Statement, if you are disclosing
any inconsistent filing positions. Schedule TDS is
available on our website at mass.gov/dor. The in-
consistent filing position penalty (see TIR 06-5,
section 1V) applies to taxpayers that take an in-
consistent position in reporting income. These
taxpayers must disclose the inconsistency when
filing their Massachusetts return. If such inconsis-
tency is not disclosed, the taxpayer will be subject
to a penalty equal to the amount of tax attributable
to the inconsistency. This penalty is in addition to
any other penalties that may apply.

A taxpayer is deemed to have taken an inconsis-
tent position when the taxpayer pays less tax in
Massachusetts based upon an interpretation of
Massachusetts law that differs from the position
taken by the taxpayer in another state where the
taxpayer files a return and the governing law in
that other state is the same in all material respects
as the Massachusetts law. The Commissioner
may waive or abate the penalty if the inconsis-
tency or failure to disclose was attributable to rea-
sonable cause and not willful neglect.

S Corporation Election Termination

or Revocation

Fillin this oval if the taxpayer was an S corporation
in the prior tax year and its S status was termi-
nated or revoked by election or otherwise.

Consent to Extend the Time to Act
on an Amended Return Treated as

Abatement Application

In certain instances, an amended return show-
ing a reduction of tax may be treated by DOR as
an abatement application. Under such circum-
stances, by filing an amended return, you are
giving your consent for the Commissioner of
Revenue to act upon the abatement application
after six months from the date of filing. See TIR
16-11. You may withdraw such consent at any
time by contacting the DOR in writing. If consent
is withdrawn, any requested reduction in tax will
be deemed denied either at the expiration of six

months from the date of filing or the date consent
is withdrawn, whichever is later.

Filing an Application for Abatement
File an Application for Abatement, Form ABT, only
to dispute one of the following:

D Penalties.
D Audit assessments.
D Responsible person determinations.

For the fastest response time, file your dispute on-
line at mass.gov/masstaxconnect. If you are not
required to file electronically or you cannot file on-
line, use Form ABT.

Visit mass.gov/dor/amend for additional informa-
tion about filing an amended return, or filing an
application for abatement.

Line by Line
Instructions

Line 3

A corporation is a section 38 manufacturer for
any taxable year if it is engaged in manufacturing
during the taxable year and its manufacturing ac-
tivity during the taxable year is substantial. This
applies regardless of whether the corporation is
classified as a manufacturing corporation under
MGL ch 58, § 2 and 830 CMR 58.2.1.

The apportionment factor for corporations en-
gaged in substantial manufacturing (section 38
manufacturers) is 100% of sales.

A corporation’s manufacturing activity is substan-
tial for any taxable year if the corporation meets
any of the following tests:

D The corporation derives 25% or more of its
receipts for the taxable year from the sale of
manufactured goods that the corporation man-
ufactures; or

D The corporation pays 25% or more of its pay-
roll for the taxable year to employees working in
manufacturing operations and derives 15% or
more of its receipts for the taxable year from the
sale of manufactured goods that the corporation
manufactures; or

D The corporation uses 25% or more of its tan-
gible property in manufacturing during the tax-
able year and derives 15% or more of its receipts
for the taxable year from the sale of manufactured
goods that the corporation manufactures; or

D The corporation uses 35% or more of its
tangible property in manufacturing during the
taxable year.

Mutual fund service corporations are required to
attribute their mutual fund sales to Massachu-



setts based on the domicile of the shareholders
in the fund. Mutual fund service corporations are
allowed to apportion their net income from mu-
tual fund sales based solely on their sales factor.
However, in order to use the single sales factor
apportionment method a mutual fund service
corporation must increase its workforce in Mass
achusetts by 5% a year for five years based on the
1996 employment level unless adverse economic
conditions exist. Taxable net income not derived
from mutual fund sales is apportioned according
to the statutory three factor method.

Acorporation is a mutual fund service corporation
if it derives more than 50% of its gross income
from providing, directly or indirectly, manage-
ment, distribution or administration services to
or on be half of a regulated investment company,
and from trustees, sponsors and participants of
employee benefit plans which have accounts in a
regulated investment company.

DOR has issued further guidance on apportion-
ment for mutual fund service corporations; see
830 CMR 63.38.7.

If a corporation is qualified as a section 38 man-
ufacturer or is a mutual fund service corporation,
fill in the applicable oval and complete Schedule F,
Income Apportionment, accordingly.

DOR has issued further guidance on apportion-
ment; see 830 CMR 63.38.1.

Line 4

An R&D corporation is a business corporation
whose principal business activity in Massachu-
setts is research and development and which (a)
derives more than two thirds of its gross receipts
attributable to Massachusetts from that activity or
(b) incurs more than two thirds of its expenditures
in that activity. Research and Development corpo-
rations may be eligible for certain tax benefits. See
830 CMR 64H.6.4.

A classified manufacturing corporation is a busi-
ness corporation engaged in manufacturing in
Massachusetts, whose manufacturing activities
in Massachusetts are substantial and which has
filed Form 355Q and had its manufacturing sta-
tus approved by the Commissioner. A corpora-
tion may be a section 38 manufacturer based on
its worldwide manufacturing activities but not be
a classified manufacturer if those manufacturing
activities occur outside of Massachusetts. Classi-
fied manufacturing corporations may be eligible
for certain tax benefits. See 830 CMR 58.2.1.

A Regulated Investment Company (“RIC”) must
file an informational return and may do so by fil-
ing Form 355. The excise, balance due and refund
lines should be left blank and “RIC Informa-
tional Return” must be written across the front
of the return.

If the corporation is a public Real Estate Invest-
ment Corporation (REIT), which is an intangible
property corporation, it is required to file Sched-
ule RNW, REIT Net Worth Calculation in place of
Schedule D. See TIR 06-6 for further information.

Line 5 and 6

Fill in the oval on line 5 if the taxpayer is included
in a Form 355U filing. If line 5 is filled in the tax-
payer must also complete line 6 by providing the
Federal Identification number (FID) of the princi-
pal reporting corporation of the Form 355U com-
bined report in which the taxpayer is included.

Line 7

Ifline 7 is filled in you are still required to file Form
355 if this corporation has a taxable year that ends
on a different date than the taxable year end date
for which the combined report is being filed. The
taxpayer must fill in the oval on line 7 and file a
separate Form 355 if this situation applies. The
taxpayer may not be required to file a separate
Form 355 if it is participating in a combined re-
port and the above situation does not apply.

Fiscalization

When two or more corporations are required to
file a combined report, the taxable members’ ap-
portioned shares of the combined income are
based on the combined group’s taxable year. If
not all the members have the same taxable year,
the combined group’s taxable year is determined
under 830 CMR 63.32B.2(12)(b).

If a member’s non-income measure of excise is
due on the same day as the combined report (if
the member’s taxable year ends at the same time
as the combined group’s taxable year), the mem-
ber will pay such non-income measure with the
combined report and should not also submit Form
355 for the same taxable year.

Ifa member has a separate taxable year that ends
on a different date than the combined group’s tax-
able year, that member must file a separate re-
turn to pay the non-income portion of the excise.
These members will file Form 355 or Form 355S
(as appropriate) indicating on the face of such re-
turn that they are subject to combined reporting
for their income measure of excise and exclude
from that separate return the income that is re-
ported on the group’s Form 355U.

The separate non-income measure return, if re-
quired, must include Schedules A, B, C and D
along with any supporting schedules required
for some entries as referenced on Schedule A. A
corporation that would be eligible to apportion its
income based on its own separate activities (i.e.,
the corporation is taxable on its income in an-
other state without regard to the activities of its
other combined group members) must also com-

plete Schedule F without regard to the combined
reporting provisions in order to determine its
non-income measure. If a corporation would not
be allowed to apportion its income based on its
own separate activities, no Schedule F is required
and the corporation will use an apportionment
percentage of 100% in determining the non-in-
come measure. Such corporations include all of
their property, payroll and sales, including those
attributes used to apportion income for purposes
of a combined report, in completing their stand-
alone Schedule F for this purpose.

Schedule E is not required unless:

D The taxpayer has income from a source other
than a unitary business that is to be reported on a
separate company basis; and

D The taxpayer has a tax year that is different than
the combined group’s tax year.

In such cases, the corporation is to report on
Form 355 or Form 355S, Schedule E only the in-
come that is not included in the combined report
and is to allocate or apportion such income with-
out regard to the combined reporting provisions.

The total of credits taken by such corporations
against the non-income measure of excise is en-
tered directly on line 7 of the excise calculation.
The amount of credit allow able to the taxpayer
and the allocation of credits between the income
and non-income measures is calculated on sched-
ules attached to the combined report. Schedules
that are required to calculate individual credits
should be submitted with the combined report if
the credit is calculated on an aggregated basis.

Line 8

Insurance mutual holding companies are sub-
ject to the corporate excise as business corpo-
rations but are not required to pay the portion of
tax based on the value of their tangible property
or net worth (i.e., the non-income measure of the
excise). The corporate excise tax for an insurance
mutual holding company is the greater of 8.00%of
its net Massachusetts income in Massachusetts
or the minimum excise tax of $456.

Line 9

If the corporation is requesting alternative appor-
tionment under MGL ch 63, § 42, it must fill in the
appropriate circle in line 9, enclose Form AA-1,
and attach to its return a statement of reasons
that (1) demonstrates by clear and cogent evi-
dence that the statutory apportionment formula
under MGL ch 63, § 38 does not fairly represent
the extent of its business activity in Massachu-
setts; and (2) contains a detailed description of the
corporation’s proposed alternative apportionment
method. Failing to enclose the required statement
to the Form AA-1 that meets this criteria may
result in the denial of the corporation’s request



for alternative apportionment. The corporation’s
application for alternative apportionment must
be submitted with the return and must include
a computation of tax using the statutory appor-
tionment formula and a second computation of
tax using the corporation’s proposed alternative
apportionment method. The return and Sched-
ule F must be completed and the amount of tax
must be paid according to the statutory apportion-
ment formula. For further information on alterna-
tive apportionment, see MGL ch 63, § 42 and 830
CMR 63.42.1.

Line 15

If your corporation has undergone a federal audit
for some prior year, you must fill in the Federal
audit oval on page 1. You must report any fed-
eral audit changes within three months after the
final determination of the correct taxable income
by the IRS. Otherwise, you will be subject to a
penalty. If the federal change results in less tax
due to Massachusetts than was assessed or paid,
you may apply for abatement under the federal
change rules within one year of the final federal
determination. Answering line 14 does not relieve
the cor po ra tion from this filing obligation. Fill in
line 15 if you reported the IRS audit results related
to the year reported in line 14.

Line 16

If the corporation is deducting intangible or in-
terest expenses, fill in line 16. Complete Sched-
ule ABI, Exceptions to the Add Back of Interest
Expense, and/or Schedule ABIE, Exceptions to
the Add Back of Intangible Expenses, to claim the
deduction.

Please see TIR 19-17: Application of IRC § 163(j)
Interest Expense Limitation to Corporate Taxpay-
ers, for more information on how to calculate the
interest expense deduction.

Line 17

Corporations that are doing business in Massa-
chusetts but are exempt from the income measure
of excise pursuant to federal PL 86-272 claim the
exemption here by filling in the oval.

These corporations remain subject to the non-i
ncome measure of excise or the minimum ex-
cise, whichever is greater. Such corporations are
not required to submit Schedule E but must com-
plete Schedule F for the purpose of determining
their non-income measure of excise.

If the taxpayer is only taxable with respect to part-
nership activity then fill in the second oval.

Excise Calculation

In order to complete the excise calculation, all
appropriate schedules must be filled out first.
Therefore, schedule instructions precede the in-
structions for the excise calculation section. Use
the whole dollar method. See page 12

Schedule
Instructions

Note: Instructions for the Excise Calculation sec-
tion of the Form 355 starts on page 18.

Schedule A

Enter the closing amounts for the taxable year
covered by this return. Once the corporation’s
balance sheet is completed, it will be easier to
complete subsequent schedules.

Line 1a

Enter here the book value of all buildings. A por-
tion of the cost attributable to buildings under
construction and reported on the corporation’s
books as construction in progress (CIP) is con-
sidered real estate for purposes of the property
measure of the corporate excise and must be re-
ported in line 1a. Enter 100% of the corporation’s
real estate CIP costs, less 15% of the current
year’s accumulation.

Line 1j

The value of any certified solar/wind units for
which a deduction is claimed this year should
be entered here. Amounts of certified industrial
waste and/or air pollution treatment facilities and
certified solar/wind deductions claimed in any
prior year should be included. In order to be eligi-
ble for this deduction, property must be certified
by the appropriate state agencies and copies of
such certificates must be available upon request.
See instructions for Schedule E, line 24.

Line 1k

Enter here the value of all tangible property re-
ported on the corporation’s books as CIP. In ad-
dition, enter here 15% of the current year’s real
estate CIP accumulation. For further information,
see DD 02-11.

Line 2b

Enter here the value of inventory that is exempt
from the tangible property measure of the excise.
An example of exempt inventory is merchandise
of foreign origin imported and immediately placed
in a federally bonded warehouse. Merchandise of
do mestic origin is not exempt from the tangible
property measure of the excise. A schedule listing
the components of any entry in line 2b must be
available upon request.

Line 12

In order to be a subsidiary, the parent must own
at least 80% or more of the voting stock of a cor-
poration in accordance with IRC § 1504 or, in the
case of a subsidiary business corporation that
does not have voting stock, the book value of its
investment in such business corporation must
represent an 80% or more ownership interest.
Advances should include payments in the nature

of capital contributions. Do not include loans or
other receivables.

Line 12a

Enterin line 12a the total of capital stock and equity
contributions of subsidiary corporations 80%or
more owned.

An amendment to MGL ch 63 § 30(8) allows a de-
duction of an ownership interest in a pass-through
entity (such as an LLC or a partnership) that is
treated for tax purposes as a business corporation
under MGL ch 63, § 30. See TIR 14-11.

Line 12b

Enter in line 12b the value of capital stock invest-
ments with less than 80% ownership and also
any other investment entities that are not treated
for tax purposes as a business corporation under
MGL ch 63, § 30.

Line 14

Ifthe reserve for bad debt exceeds 2% of accounts
receivable, a complete explanation to enable a re-
view and determination of the proper amount al-
lowable must be available upon request.

Line 17

Enter here the value of any assets not included in
lines 1 through 16. Examples include, but are not
limited to, goodwill and company patents.

Line 19a

Enter the value of mortgages on Massachusetts
real estate, motor vehicles, machinery owned by
a corporation which is not classified as a manu-
facturing corporation, and other tangible personal
property located in Massachusetts and subject to
local taxation. Mortgages do not include con-
ditional sales, pledges or other types of secu-
rity interest.

Schedules B, Cand D

Tangible or Intangible Classification and
Calculation of Non-Income Measure
Schedules B, C and D are used to calculate the
non-income measure of the Massachusetts cor-
porate excise. Schedule B is used to determine
whether a corporation is a tangible or intangible
property corporation. Once determined, tangible
property corporations must complete Schedule C
(and omit Schedule D) and intangible property cor
porations must complete Schedule D (and omit
Schedule C). Net book values should be used in
completing all schedules.

Schedule B

Schedule B is used to calculate whether a cor-
poration is a tangible or intangible property cor-
poration. If line 15 is 10% or greater, complete
Schedule C. If line 15 is less than 10%, complete
Schedule D. The maximum entry allowed on line
155 9.999999.



Schedule C

If Schedule B, line 15 is 10% or greater, the corpo-
ration must complete Schedule C using net book
values to determine the non-income measure of
the excise. Omit Schedule D.

Schedule D

Schedule D is used by a corporation to calculate
its non-income measure excise on the basis of
net worth. If line 15 of Schedule B is less than
10%, complete this schedule. Corporations are
allowed to deduct the value of investments in,
and advances to, qualified subsidiaries. To be a
subsidi ary, the parent must own 80% or more of
the voting stock of the corporation in accordance
with IRC § 1504, or if the subsidiary business cor-
poration does not have voting stock, the parent
must have 80% or more ownership interest in the
subsidiary.

An amendment to MGL ch 63 § 30(8) allows a
deduction of an ownership interest in a pass-
through entity (such as an LLC or a partnership)
that is treated for tax purposes as a business cor-
poration under MGL ch 63, § 30. See TIR 14-11.

Schedule E-1

Massachusetts Dividends Received
Deduction

Massachusetts corporate excise law does not
allow the dividends received deduction allowed
under the IRC. However, a deduction is gener-
ally allowed for 95% of the value of dividends re-
ceived (MA DRD) except for the following:

» Dividends from ownership of shares in a
corporate trust engaged in business in the
Commonwealth;

» Dividends resulting from deemed or actual
distributions (except actual distributions of pre-
viously taxed income) from a DISC which is not
wholly-owned; or

» Dividends from any class of stock if the corpora-
tion owns less than 15% of the voting stock of the
payer corporation.

Dividends received from a RIC or REIT are not el-
igible for the MA DRD, whether the dividend is
paid directly by the RIC or REIT, or indirectly, as
through a subsidiary or affiliate of the taxpayer.

The total dividends amount on line 1 of Schedule
E-1 is derived from the amount shown on U.S.
Form 1120, Schedule C, line 23, less any divi-
dends received directly or indirectly from RICs or
REITs as well as any other dividends for which de-
duction is not allowed under Massachusetts law.
The amounts excluded from line 1 are also ex-
cluded from line 8. The dividends shown on lines
2 through 6 should not be excluded from line 1,
as they will be separately subtracted from line 1in

determining the amount of line 8. For further infor
mation, see TIR 04-10.

Enclose a schedule showing payers, amounts and
percent of voting stock owned by class of stock if
the taxpayer is claiming the MA DRD.

Impact of TCJA on Schedule E-1
Reporting

Certain eligible business taxpayers must report for-
eign corporation income for federal tax purposes
under TCJA. This includes, among other things, re-
porting of Subpart F income and Global Intangible
Low-Taxed Income (GILTI) under IRC § 951A.

For corporate excise purposes, subpart F income
and GILTI must be reflected as part of the total
dividends reported on Schedule E-1. See TIR 19-
11: Legislation Impacting the Massachusetts Tax
Treatment of Selected International Provisions of
the Federal Tax Cuts and Jobs Act.

Thus, a business corporation that is not part of a
combined group must report subpart F income
and GILTI as dividends on on line 1 of Schedule
E-1. For more information on combined group fil-
ers see Instructions to Form 355U.

Subpart F income and GILTI are also eligible for
the MA DRD (subject to the applicable 15% vot-
ing stock ownership requirement). Therefore, a
business corporation that is not part of a com-
bined group should also report eligible Massa-
chusetts DRD amounts for subpart F income and
GILTI on Schedule E-1.

A business corporation that is reporting subpart
F income and GILTI must also file a Schedule FCI
with its return.

Schedule E

Mutual fund service corporations eligible to ap-
portion their income under MGL ch 63, § 38 (m)
must complete two separate copies of Sched ule E:

» Forincome derived from mutual fund sales; and
» For non-mutual fund sales income, if any.

Taxable net income from mutual fund sales is
gross income from mutual fund sales less:

» Any deductions directly traceable to its mutual
fund sales; and

» A portion of other allowable deductions. Other
allowable deductions consist of deductions not 