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January 24, 1961

To the Membe

The State Tax Commission hereby submits its report and recom-
mendations under the directive of Chapter 51 of the Resolves of
1960, relating to a proposed change in the corporate excise, em-
bodied in Senate Bill No. 425 of 1960.

Respectfully submitted,

STATE TAX COMMISSION

ROBERT T. CARELESS, Chairman
STEPHEN S. HIGGINS
EDWARD C. WILSON
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In complying with the terms of Chapter 103 of the Resolves of
1960, the State Tax Commission has filed a comprehensive report
covering the whole subject matter of possible revisions of the ex-
cise on business corporations.

While that report and the study on which it was based, did not
directly treat of the specific proposal for change offered in Senate
Bill No. 425 (1960), it did develop all the material and present most
of the Commission’s recommendations which would be considered
relevant and necessary in a separate report on this specific plan.

On that account, the Commission is writing this report to (1)
incorporating the report under Chapter 103 of the Resolves of 1960
by attaching a copy hereto; and (2) making such further summary,
comments and recommendations as it deems pertinent.

The plan proposed in Senate No. 425 (1960), established three
bases for the corporate excise, Nos. 1 and 2 in the alternative and
No, 3 in addition thereto.

As to Base No. 1, five-year average net income at 6%, the Com-
mission in its attached report recommended rejection of the pro-
posed use of this base by reason of its possible unconstitutionality.

As to Base No. 2, corporate net assets at $2.50 per thousand, it
likewise recommended rejection because of the general objection to
continued use of a capital value measure.

The tangible property base at $6.00 per thousand, on the other
hand, the Commission viewed suitable for adoption when coupled
with a net income measure and its views on that matter are spelled
out in full detail in the companion report.

Even with the benefit of the statistical analysis of actual and
potential revenue yield in the attached report, it is not possible to
predict what the yield would be from the proposed arrangement.
The tangible property base at $6.00 per thousand, plus 23% surtax
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would produce about $22,000,000; the average net income at 6%
about $55,000,000; and corporate net assets at $2.50 per thousand
about $25,000,000.

A combination, therefore, of average net income alone plus
tangible property would amount to $77,000,000. How much in ad-
dition would be produced by reason of the fact that the corporate
net asset base would be used in cases where it would produce a
higher tax than the average net income base, cannot be determined
without further study. It is fairly evident, however, that the total
yield would be in the vicinity of the amount produced by the pres-
ent excise.

In the opinion of the State Tax Commission, the plan in question
here is not preferable to either of the two plans recommended in
the study under the Chapter 103 report; and because of the pos-
sible unconstitutionality of the use of average net income base, it
should not be preferred either over the present excise.
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