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To the Honorable Senate and House of Representatives:

State House
Boston 33, Massachusetts

In compliance with the directives contained in Chapter 65 of
the Resolves of 1961 and Chapter 24 of the Resolves of 1962, the
State Tax Commission submits herewith the report embodying
the results of its investigation and study and its recommendations,
together with a draft of legislation necessary to carry its recom-
mendations into effect, relating to a revised corporate excise.

Chapter 24 of the Resolves of 1962 enlarged the scope of the
directive to continue further the study (under Chapter 65 of the
Resolves of 1961) relative to the advisability of a more simplified
and more equitable corporation income tax, by also including the
subject matter of Senate Document numbered 484 (1962) relative
to eliminating the corporate excess and to modify the tangible
property measure of the corporation excise in order to stimulate
investment in machinery and equipment and to promote new in-
dustry in the Commonwealth.

Chapter 65 of the Resolves of 1961 has given to the State Tax
Commission a directive relating to a consideration of a revised
corporate excise consisting of a basic tax measured by (1) net
income and (2) tangible property not subject to local taxation and
for alternative minimum measures based on (1) gross receipts and
(2) a flat sum not exceeding fifty dollars. This directive, being
a continuation of the investigation and study authorized by Chap-
ter 103 of the Resolves of 1960, limited the Commission’s inquiry
to revised corporate tax arrangements which will produce at least
the same amount of revenue as is derived from the present tax.
Chapter 24 of the Resolves of 1962, however, having enlarged
this study and investigation to include such revisions as will stim-
ulate investment in machinery and equipment and to promote new
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industry in the Commonwealth, necessarily removed the limitation
previously placed upon the Commission with regard to maintain-
ing the same amount of revenue in any recommendations for
revision. The Commission has conducted this investigation and
study upon this basis.

The State Tax Commission again wishes to acknowledge the in-
valuable contribution which it received from the members of the
legal, accounting, academic and business communities and is in-
debted to them for their contribution of time and effort and in-
formed judgment.

The assistance given to it by former Commissioners William A.
Schan, John Dane, Jr., Joseph P. Healey, and Robert T. Capeless
was most important in helping the Commission adopt its recom-
mendations.

Respectfully submitted,

STATE TAX COMMISSION

GUY J. RIZZOTTO,
Chairman.

EDWARD C. WILSON

STEPHEN S. HIGGINS

A
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Resolve further continuing the investigation and study by the state tax
COMMISSION RELATIVE TO THE ADVISABILITY OF A MORE SIMPLIFIED AND MORE
EQUITABLE CORPORATION INCOME TAX.

Resolved, That the state tax commission, authorized by chapter one hun-
dred and three of the resolves of nineteen hundred and sixty to make an in-
vestigation and study relative to the advisability of a more simplified ancy
equitable corporation income tax, which investigation and study was con-
tinued by chapter sixty-five of the resolves of nineteen hundred and sixty-
one, is hereby authorized and directed to further continue so much of said
investigation and study as relates to the consideration of a revised corporate
excise consisting of a basic tax measured by (1) net income, and (2) tangible
property not subject to local taxation, and for alternative minimum measures
based on (1) gross receipts, and (2) a flat sum not exceeding fifty dollars.
Said commission shall also make an investigation and study of the subject
matter of current senate document numbered 484 relative to eliminating the
corporate excess and to modify the tangible property measure of the corpora-
tion excise in order to stimulate investment in machinery and equipment and
to promote new industry in the commonwealth.

Said commission shall report to the general court the results of its investi-
gation and study and its recommendations, if any, together with drafts of
legislation necessary to carry its recommendations into effect, by filing the
same with the clerk of the senate on or before the fourth Wednesday of
April, nineteen hundred and sixty-two.

The taxation of business and manufacturing corporations in
Massachusetts is a unique and complex combination of valuation
measures which ought to be changed in order to stimulate the
economy of this Commonwealth. The present statute, which gov-
erns the determination of the corporation excise, requires, as part
of the total liability, a tax based on the “fair value of the capital
stock” of a corporation (Sec. 30, Chapter 63 of the General Laws).

Since, of necessity, there can be no single, simple method for de-
termining the value of capital stock which can properly result in
fair value for all corporations, the State Tax Commission, and

Approved March 12, 1962.

INTRODUCTION

Chapter 24
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previously the Commissioner of Corporations and Taxation, has
attempted to resolve the inevitable valuation disputes by the de-
velopment and publication of various formulae for arriving at
what it considers to be a reasonable result.

Massachusetts is the only state in the nation, other than Penn-
sylvania, which-requires a corporation to pay an excise based on
both a net income tax and a high-rate state tax on capital values.
(See Report of the Special Commission on Taxation, House No.
2114, 1952, page 18.) Pennsylvania enacted an exemption for

corporations in 1958.
Recommendations have been made each year since 1952 for the

elimination or simplification of the methods used to determine that
portion of the excise based on capital values.

The Special Commission on Taxation, business associations,
members of the General Court, and other interested groups have
continuously sought to resolve this difficult problem.

There seems to be unanimity of opinion that the method for
determining the capital value measure should be changed, but
heretofore no plan had been advanced which could provide a more
acceptable basis for the excise and yet produce equivalent revenue.

Chapter 103 of the Resolves of 1960 directed the State Tax Com-
mission to study the advisability of a more simplified and equit-
able corporation income tax within the limitation that recom-
mendations for changes in the statute would, if enacted, produce
the same amount of revenue derived from the present statute.

This resolve gave to the Department itself, for the first time, an
opportunity to use its administrative experience and knowledge
in making recommendations in the field of tax policy affecting
corporate taxation. An Advisory Committee, representative of
the legal, accounting and academic viewpoints, was formed to
work with and advise the Commission in its study.

Following an exhaustive, analytical examination of all the pro-
posals submitted in prior reports, and careful consideration of

A-new ideas, the State Tax Commission submitted a Special Report
to the General Court on January 24, 1961, Senate No. 512, 1961.

In conformity with the recommendations made therein, the Leg-
islature selected “Plan No. 3” as the one which met the require-
ments of the original resolve and referred that plan back to the
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Commission for a statistical study in depth under Chapter 65, 1961.
The detailed statistical study together with recommendations

and legislation was due to be reported to the General Court in Jan-
uary, 1962. An extension of time for further study was granted
by the Legislature, which, upon recommendation of the Committee
on Taxation, voted to enlarge the scope of the study by incorporat-
ing therein Senate No. 484 of the current year. The expanded
study and new statistical report was contained in Chapter 24 of
the Resolves of 1962.

The State Tax Commission has studied the provisions of Senate
No. 484 within the previously stated requirements to raise equiv-
alent revenue, and has incorporated in its recommendations and in
the legislation submitted herewith those provisions which it has
found acceptable.

The statistical tables set forth in Senate No. 512, 1961, have not
been repeated in this report since the basic requirement to study
Plan No. 3 in depth was only to determine the validity of the tax
rate established in Senate No. 512, 1961. The Bureau of Planning
and Research and the Bureau of Corporations have expanded the
original sample, based on numbers of returns studied and percent-
age of total revenue derived, to a degree which can be relied upon
for acceptance of tax rates on any basis considered valid.

The original tax rates have also been tested in years other than
the sample year, and only variations which must be attributed to
normal economic changes have resulted.

The State Tax Commission is of the opinion that, if the recom-
mendations as herein set forth were enacted into law, the revenue
produced thereby would be equivalent to that produced under the
present statute.

In the original report submitted to the General Court (Senate
No. 512, 1961) the State Tax Commission asked that, whatever
method for taxing corporations was selected, a second study in
depth be made on that plan before any legislation was introduced.
Four plans were submitted, of which Plan No. 3 was selected for
further study by the General Court.

GENERAL PROPOSALS
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Plan No. 3

Plan No. 3 provides for a tax on (a) current net income as allo-
cated to Massachusetts at 5%% plus 23% surtax and (b) tangible
property in Massachusetts not subject to local taxation, as pres-
ently determined, at $7.44 per thousand plus 23% surtax.

The statistical study in depth which has been made on the plan
verifies the rate of tax on tangible property as originally deter-
mined. If the amount of revenue now derived from the non-in-
come measures of the excise were to be derived from the use of a
tangible property base it would be necessary to increase the effec-
tive tax rate on the property base from the present $6.15 per thou-
sand to $9.15 per thousand or an increase of approximately 50%.

It is apparent, however, that those corporations which own little
or no tangible property in Massachusetts and which currently pay
an excise based on the corporate excess measure would be relieved
substantially of such taxation if the only basis of tax were tangible
property.

The increase in tax rate on property of $3.00 per thousand, is to
some degree due to the reduction in tax which non-tangible cor-
porations would receive.

In its original report (Senate 512, 1961) the Commission pointed
out that using tangible property as a tax base “has within it all the
weaknesses of any tax involving a determination of value.” It also
stated that there “is the matter of avoidance by the shift of the
situs of the property on the last day of the taxable year.”

In order to minimize the problems of valuation and to adopt a
relatively well established rule which can be applied to all corpora-
tions, valuation of tangible property has been defined as “the ad-
justed basis, as defined under the applicable provisions of the Fed-
eral Internal Revenue Code.” Administrative procedures can be
adapted readily to this basis since the Massachusetts definition of
“net income” for corporations already requires that the deprecia-
tion taken for income purposes shall be that depreciation allow-
able under the Federal Internal Revenue Code. The depreciation
charge is, therefore, subject to federal audit procedures and such
charges can be effectively controlled by the state tax procedures.
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The avoidance of tax by shifting property on or before the last
day of the taxable year has also been considered and protection
against such avoidance can be had by using average tangible prop-
erty valuations rather than year ending values in those cases in
which avoidance takes place.

Senate No. 484 (1962)

Subsequent to the selection of Plan No. 3 by the Legislature
and, while awaiting final statistics and necessary legislation, a new
proposal was added to the study under consideration which sub-
stantially amended Plan No. 3.

The new proposal, appearing in Senate No. 484 (1962), contained
three features not previously considered by the State Tax Com-
mission.

(1). Reduction of the rate of tax on tangibles from $9.15 per
thousand to $B.OO per thousand;
(2). An incentive provision for new investment in machinery and
equipment to increase revenues in the Commonwealth; and,
(3). A provision for making the increase in the rate of tax from
the present $6.15 per thousand to $B.OO per thousand transitional
and applicable only during a reasonable period of adjustment.
The Commission has interpreted the inclusion of Senate No. 484

in the existing study to mean that the General Court seeks to de-
velop an alternative source of revenue from corporations since a
reduction in the tax rate of $9.15 per thousand to $B.OO per thou-
sand would result in the loss of some $4,000,000 in revenue. The
Commission has, therefore, modified its original Plan No. 3 and
has arrived at a plan which it believes represents the most accept-
able method for eliminating the present corporate excess and sub-
stitutes therefor a more simplified and equitable property tax
measure which at the same time raises revenue equivalent to that
obtained under the current law.

The Commission considers many of the features of Senate No.
484 to be constructive and has incorporated them in the modifica-
tion of its original Plan No. 3. It has also added a new proposal
not included in either its original Plan No. 3 or in Senate No. 484
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which properly requires non-tangible corporations to participate
in the total revenue levy on all corporations.

Plan No. 3, Modified

Plan No. 3, as modified, would consist of a basic tax measured
by (1) current net income as allocated to Massachusetts at 5 1/2%
plus 23% surtax; and, (2) either (a) tangible property in Massa-
chusetts not subject to local taxation, as presently defined, at $6.22
per thousand plus 23% surtax, for corporations classified “tangible
property corporations,” or (b ) the allocated net worth, after de-
ductions as defined, at $6.22 per thousand plus 23% surtax for cor-
porations classified “intangible property corporations.” However,
in no case would the total excise be less than 1/20 of 1% of gross
receipts, as defined, plus 23% surtax, or $lOO, whichever is greater.
In addition, there would be provided an exemption for five years
of investment in machinery and equipment having a useful life of
eight years or more in excess of a base year. Also, there would
be provided a reduction of the rate of tax of the property measure
in each year that the total revenue from the corporation excise
exceeds the amount received in the 1962 fiscal year, plus $2,000,000
for each succeeding fiscal year, until such rate returns to the cur-
rent level of $5 per thousand, plus 23% surtax.

The tax rate on tangible property originally reported in Senate
No. 512, 1961, was $7.44 per thousand plus 23% surtax, or an
effective rate of $9.15 per thousand. Each dollar on the tax rate
is the equivalent of $4,000,000 in revenue.

By the incorporation of Senate No. 484 of the current year and
the tax rate of $B.OO per thousand contained therein, the decrease
in revenue would be in excess of $4,000,000, since the rate would
be reduced $1.15 per thousand. In seeking to offset this revenue
loss, the Commission has observed in its detailed study that there
are many corporations doing business in Massachusetts which
have relatively little tangible property in this state. Such corpora-
tions would therefore pay only a small tax on a tangible property

(1). Tangible and Intangible Corporations
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base and would in effect receive an unintended tax reduction if the
original Plan No. 3 were enacted without modifications.

The State Tax Commission, therefore, recommends the adop-
tion of a tax on “intangible corporations” based on an allocated
net worth after allowance for the equity in property taxable at the
local level and investments in subsidiary corporations. The tax
rate to be applied to the intangible corporations tax base would be
the same as that for tangible corporations.

The revenue to be derived from these intangible corporations
would be equivalent to that which is now paid by them under the
current computation methods.

The provisions for reducing the tax rate to the present rate
would also apply to intangible corporations.

If this method for classification and taxation is adopted, and
the minimum taxes as herein set forth are enacted, it will make
possible a reduction in the effective tax rate of the property meas-
ure from $9.15 per thousand to $7.65 per thousand for both
tangible and intangible corporations. This will limit the increase
in the tax rate of the property measure to 24% rather than ap-
proximately 50% increase as determined in Senate No. 512, 1961.

Corporations would be classified as either tangible or intangible
according to the ratio of tangible assets located in Massachusetts
not subject to local taxation to the total assets in Massachusetts
not subject to local taxation. If such ratio is 10% or more, the
corporation would be classified a “tangible property corporation”
and taxed accordingly. If the ratio is less than 10% the corpora-
tion would be classified an “intangible corporation” and taxed ac-
cordingly.

The allocation of the net worth of a domestic intangible corpora-
tion would be made by the income apportionment fraction. A for-
eign intangible corporation would use the fraction currently used
for allocating corporate excess.

(2). Alternative Minimum Measures

It is proposed that the gross receipts minimum tax at the cur-
rent rate of 1/20 of 1% plus 23% surtax, apply to all corporations
except those whose receipts from dealing in intangibles exceeds
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80% of total receipts. It is also recommended that the minimum
tax for all corporations be increased from an effective rate of
$30.75 to $lOO.

(3). Exemption for Machinery and Equipment

As an incentive to stimulate investment in manufacturing opera-
tions in Massachusetts, the Commission recommends the adoption
of that part of Senate 484 which provides for an exemption for
machinery and equipment having a useful life of eight years or
more. The five-year exemption will not work to the disadvantage
of the Commonwealth since only the increase in long term ma-
chinery and equipment is exempt. This exemption does not apply
to inventories or other tangible assets. Whatever increase may
result in the income of a corporation by virtue of new machinery
investment will be taxed at all times.

A substantial proposal for stimulating investment in new plant
and equipment is currently before the Congress of the United
States. While the exemption proposed by the State Tax Commis-
sion is relatively small, by comparison with the Federal proposal,
nevertheless, it would indicate to industries contemplating expan-
sion and new investment in long term machinery that there is an
important state tax advantage in making such an investment
within Massachusetts.

The exemption would be for only five years of the life of the in-
vestment and all value remaining thereafter would be subject to
the full property measure at the prevailing rate.

(4). Reduction of Property Tax Rate to Present Level

In order that any plan eliminating the troublesome and deter-
rent corporate excess measure may be enacted, it is necessary to
increase the tax rate if equivalent revenue is to be obtained.

The original Plan No. 3 provided for an increase of $3.00 per
thousand or about 50%, from $6.15 per thousand to $9.15 per
thousand.

Senate No. 484 provided for an increase of $1.85 per thousand
or about 30%, from $6.15 per thousand to $B.OO per thousand.



[MaySENATE —No. 785.12

ft

i

Plan No. 3 as modified provides for an increase of $1.50 per
thousand or about 24%, from $6.15 per thousand to $7.65 per
thousand.

It is the opinion of the Commission, and of the many experts in
the fields of business, accounting, law, and tax administration, with
whom the Commission has conferred and studied, that the elim-
ination of the corporate excess in the taxation of corporations in
this state and the substitution therefor of the proposals made here-
in will result in an increase in the revenue derived from corpora-
tions.

Large, prosperous corporations and corporations whose activi-
ties are expanding and becoming more profitable are, to a degree
which we are unable to accurately measure, refusing to increase
their investment in operations within this state. No one can de-
termine the effect which the failure to bring new manufacturing
operations to Massachusetts has had on the economy of the Com-
monwealth.

It is known, however, that the current law requires a tax based
in part on capital stock value and that for a corporation whose
capital stock is traded on a stock exchange the taxable value of its
capital stock is materially affected by such trading. The higher
the traded price of the security on the stock exchange the higher
is the Massachusetts taxable capital stock value. The State Tax
Commission uses such market value of securities in arriving at the
capital value tax base, and has been sustained in such usage by
the Appellate Tax Board of the Commonwealth. The disadvantage,
therefore, is inherent in the statute which the Commission is re-
quired to administer.

The increased revenues which would result from the adoption of
the new method of taxation would be used to reduce the rate of
tax of the property measure until it returns to the rate now in ex-
istence. This would not take place, however, until the amount of
revenue obtained from the corporation excise exceeds the amount
received in the 1962 fiscal year, plus $2,000,000 for each succeed-
ing fiscal year. Since the first year for resetting the rate would
be 1964, this means that there would have to be an increase of
$4,000,000 in fiscal 1964 over the revenues of the 1962 fiscal year
before it could be considered that any increase in revenue resulted
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from the elimination of the corporate excess.
If, however, more than $4,000,000 of revenue in excess of the

1962 amount is derived in 1964, the excess would be used to roll
back the tax rate from $7.65 per thousand to the current level of
$6.15 per thousand, the limit below which the rate could not fall.

Each year, the Commission would be required to determine the
revenue derived from corporations in the prior fiscal year and on
December first following determine the amount of the rate on the
property measures applicable to tangible and intangible corpora-
tions. The provisions of rate determination by the Commission is
limited to a reduction in the current rate and is not intended to
authorize an increase in the rate above that of the immediate prior
year.

CONCLUSION
This report of the State Tax Commission is the culmination of

many long years of research and study of the taxation of corpora-
tions in Massachusetts. Without exception, every report or
analysis of the tax law has recommended the elimination of the
corporate excess measure of the excise. It is the considered opinion
of all who have participated in the many reports that the undue
complexity and the inevitable inequities of the present law consti-
tute a severe hazard for conducting business activities in this Com-
monwealth. That the law has within it an unintended, but, never-
theless, very real obstacle for large and/or prosperous corporations
to conduct any substantial manufacturing activities within our
borders is known by both the taxpayers and the Department.

Prior to the enactment of Chapter 103 of the Resolves of 1960,
no feasible plan had been advanced which could be accepted by
both the taxpayers and the General Court.

Confronted with the fact of revenue produced by a statute in
existence for a long period of years on one hand and the desir-
ability of change on the other, the problem of making the change,
without increasing or decreasing individual corporate liability, be-
comes impossible.

The following recommendations of the Commission represents
what it considers to be the only acceptable basic changes which
can be made without shifting the tax burden to entities outside the
corporation field.
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It is recommended:

That the present corporation excise lav/ be amended to
provide that the non-income portion of the corporation
excise be placed principally on tangible property situated
within the Commonwealth and not subject to local taxa-
tion at an effective rate of $7.65 per thousand dollars
of value.

(1)

That there be enacted an excise measured by net worth
allocated to Massachusetts for those corporations whose
investments in tangible assets are small at the same rate
per thousand dollars of value.

(2)

That an exemption from the tangible property measure
be granted for a period of five years for new and ex-
panded investments in machinery and equipment having
a useful life of eight years or more.

(3)

That any increases in revenue from the corporation ex-
cise in future years, over and above a stated increment,
be used to reduce the rate applicable to property meas-
ures until the effective rate of such measures is reduced
to the present level.

(4)

That the alternative minimum excises contained in the
present law be replaced by either a minimum for all cor-
porations, except those whose income is derived prin-
cipally from dealing in intangible assets, based on gross
receipts, the definition of which would be expanded to
include all gross receipts assignable to Massachusetts, at
the present rate of 1/20 of 1%, plus 23% surtax, of
such receipts or one hundred dollars, whichever is
greater.

(5)

RECOMMENDATIONS
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In the Year One Thousand Nine Hundred and Sixty-Two.

An Act to eliminate the corporate excess and to modify the

PROPERTY MEASURE OF THE CORPORATION EXCISE IN ORDER TO
STIMULATE INVESTMENT IN MACHINERY AND EQUIPMENT AND TO
PROMOTE NEW INDUSTRY IN THE COMMONWEALTH.

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

1 Section 1. Section 30 of chapter 63 of the General Laws,
2 as most recently amended by chapter 450 of the acts of 1961,
3 is hereby further amended by striking out paragraphs 3 and 4.

1 Section 2. Said section 30, as amended, is hereby further
2 amended by adding the following paragraphs:
3 7. The value of a corporation’s tangible property taxable
4 under clause (1) of subsection (a) of section thirty-two or
5 thirty-nine shall be the adjusted basis, as defined under the
6 applicable provisions of the Federal Internal Revenue Code, as
7 amended and in effect on January first, nineteen hundred and
8 sixty-two, of such of its tangible property situated in the com-
-9 monwealth on the last day of the taxable year as is not sub-

-10 ject to local taxation nor taxable under section sixty-seven,
11 except as hereinafter provided.
12 Where the value, as hereinbefore defined, of a corporation’s
13 machinery and equipment having a useful life of eight years
14 or more and situated in the commonwealth on the last day of
15 the taxable year as is not subject to local taxation exceeds the
16 sum of the value, as hereinbefore defined, of such of its
17 machinery and equipment so situated on the last day of the
18 taxable year ending on or immediately after December thirty-

-19 first, nineteen hundred and sixty-two, plus the amounts that
20 had previously qualified for exemption from taxation for five

PROPOSED LEGISLATION
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21 preceding taxable years, the excess shall be exempt from taxa-
-22 tion under clause (1) of subsection (a) of section thirty-two
23 or thirty-nine for five consecutive taxable years to the extent
24 of the excess, if any, in each of said five consecutive years;
25 provided, however, that the value, as hereinbefore defined, of
26 such of its machinery and equipment includable under clause
27 (1) of subsection (a) of section thirty-two or thirty-nine
28 shall not be less than five thousand dollars or the value, as
29 hereinbefore defined, of such of its machinery and equipment
30 so situated on the last day of the taxable year, whichever is^/
31 lower.
32 If the commissioner finds that a corporation has transferred
33 its tangible property taxable under clause (1) of subsection
34 (a) of section thirty-two or thirty-nine for the purpose of re-
-35 ducing its excise under this chapter, he may determine the
36 amount of its tangible property taxable under said sections on
37 the basis of the average of such tangible property held during
38 the taxable year.
39 8. The net worth of a domestic business corporation tax-
-40 able under clause (1) of subsection (a) of section thirty-two
41 shall be such portion of the book value of its total assets on
42 the last day of the taxable year, less the sum of (1) its liabili-
-43 ties on said date, (2) the book value of its tangible property
44 situated in the commonwealth on said date and subject to local
45 taxation, less the interest of any mortgagee therein, and (3)
46 the book value on said date of its investment in subsidiary cor-
-47 porations organized in the commonwealth which represent
48 eighty per cent or more of the voting stock of said corpora-
-49 tions, as the remainder of its net income attributable to busi-
-50 ness carried on within the commonwealth, as determined
51 under the provisions of section thirty-eight, bears to the total
52 remainder of its net income allocable under said section. In
53 determining the book value of any asset, the commissioner
54 may disallow any reserve, in whole or in part, established with 4
55 respect thereto which, in his judgment, is not reasonable and
56 proper.
57 9. The net worth of a foreign corporation taxable under
58 clause (1) of subsection (a) of section thirty-nine shall be
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such portion of the book value of its total assets less its liabili-
ties on the last day of the taxable year as the book value of its
tangible assets situated within the commonwealth on said date
and not subject to local taxation plus the amount of its in-
tangible assets on said date allocable to this commonwealth,
as hereinafter determined, bear to the book value of its total
assets on said date. The intangible assets allocable to this
commonwealth shall be such portion of the book value of its
total intangible assets on the last day of the taxable year, less
the book value on said date of its investment in and advances
to subsidiary corporations not doing business in the common-
wealth, as the remainder of its net income attributable to
business carried on within the commonwealth, as determined
under the provisions of sections thirty-eight or forty-one,
bears to the total remainder of its net income allocable under
said sections. In determining the book value of any asset,
the commissioner may disallow any reserve, in whole or in
part, with respect thereto which, in his judgment, is not rea-
sonable and proper.

59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77

10. “Tangible property corporation”, a corporation whose
tangible property situated in the commonwealth on the last
day of the taxable year and not subject to local taxation is
ten per cent or more of such portion of its total assets on the
last day of the taxable year less those assets as are situated
in the commonwealth on the last day of the taxable year and
are subject to local taxation as the remainder of its net income
attributable to business carried on within the commonwealth,
as determined under the provisions of section thirty-eight or
forty-one bears to the total remainder of its net income
allocable under said sections, or a corporation which, in the
judgment of the commissioner, should be so classified. For
the purpose of this paragraph, the assets of the corporation
shall be valued at their book value.

78
79
80
81
82
83
84
85
86
87
88
89
90
91

* 92 11. “Intangible property corporation”, a corporation whose
tangible property situated in the commonwealth on the last
day of the taxable year and not subject to local taxation is
less than ten per cent of such portion of its total assets on the
last day of the taxable year less those assets as are situated

93
94
95
96
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97 in the commonwealth on the last day of the taxable year and
98 are subject to local taxation as the remainder of its net in-
-99 come attributable to business carried on within the common-

-100 wealth, as determined under the provisions of section thirty-
-101 eight or forty-one bears to the total remainder of its net in-
-102 come allocable under said sections, or a corporation which, in
103 the judgment of the commissioner, shall be so classified. For
104 the purpose of this paragraph, the assets of the corporation
105 shall be valued at their book value.
106 12. In any case in which the effective date or applicability $

107 of any provision of this chapter is expressed in terms of tax-
-108 able years beginning or ending with reference to a specified
109 date which is the first or last day of a month, with respect to
110 a corporation which has elected to make a return to the fed-
-111 eral government on the basis of an annual period which varies
112 from fifty-two to fifty-three weeks, its taxable year shall be
113 treated as beginning with the first day of the calendar month
114 beginning nearest to the first day of such taxable year, or as
115 ending with the last day of the calendar month ending nearest
116 to the last day of such taxable year.

1 Section 3. Said chapter 63 is hereby further amended by
2 inserting after section 30 the following section;
3 Section 30A. If the total taxes paid in any twelve-month
4 period ending June thirtieth under sections thirty to fifty-one,
5 inclusive, and any act in amendment thereof or in addition
6 thereto, exceed the total of such taxes paid in the twelve-
-7 month period ended June thirtieth, nineteen hundred and
8 sixty-two plus two million dollars for each succeeding twelve-
-9 month period thereafter, the commission shall, on or before

10 December first next following, ascertain the amount of such
11 excess and shall lower the rate applicable to the property
12 taxable under clause (1) of subsection (a) of sections thirty-

-13 two and thirty-nine, for taxable years ending on and after 4
14 December thirty-first next following, by an amount equal to
15 eighty-one per cent of such excess divided by one thousandth
16 of the aggregate of such property taxable under clause (1) of
17 subsection (a) of said sections during the twelve-month period
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18 ending the preceding June thirtieth; provided, however, that
19 such rate shall not be lower than five dollars per thousand.
20 “Total taxes paid” as used in this paragraph shall include in-
-21 terest and penalties but shall have deducted therefrom taxes
22 paid under said sections as have been refunded under this
23 chapter or section twenty-seven of chapter fifty-eight during
24 the period in question, together with any interest or costs paid
25 on account of such refunds.

1 Section 4. Section 31 of said chapter 63, as appearing in
2 the Tercentenary Edition, is hereby repealed.

1 Section 5. Section 32 of said chapter 63, as most recently
2 amended by section 4 of chapter 548 of the acts of 1960, is
3 hereby further amended by striking out said section and in-
-4 sorting in place thereof the following section:
5 Section 32. Except as provided in sections thirty-eight B,
6 every domestic business corporation shall pay, on account of
7 each taxable year, the excise provided in subsection (a), (b),
Bor (c) of this section, whichever is greater. Liability for
9 such excise shall be incurred by corporate existence at any

10 time within such taxable year. In the case of a corporation
11 whose taxable year is a period of less than twelve calendar
12 months, the portion of the amount determined under clause
13 (1) of subsection (a) shall be multiplied by a fraction whose
14 numerator is the number of months included in the taxable
15 year and whose denominator is twelve.
16 (a) An amount equal to the sum of
17 (1) Six dollars and twenty-two cents per thousand, or
18 such lower rate as may be determined by the com-
-19 mission under section thirty A, upon the value of
20 (i) its tangible property as determined to be tax-
-21 able under paragraph seven of section thirty
22 if a tangible property corporation, or
23 (ii) its net worth as determined to be taxable
24 under paragraph eight of section thirty if an
25 intangible property corporation; and
26 (2) Two and one half per cent of its net income de-
-27 termined to be taxable in accordance with the pro-



[MaySENATE— No. 78520

*

4

28 visions of this chapter. If two or more domestic
29 corporations participated in the filing of a consoli-
30 dated return of income to the federal government,
31 the portion of the excise computed under this
32 clause may, at their option, be assessed upon their
33 combined net income, in which case the excise
34 shall be assessed to all said corporations and col-
35 lected from any one or more of them.
36 (b) An amount equal to one twentieth of one per cent of
37 its gross receipts assignable to this commonwealth as
38 defined in paragraph six of section thirty-eight and to
39 the extent allowable by the constitution and laws of
40 the United States. A corporation deriving eighty per
41 cent or more of its total gross receipts from buying,
42 selling, dealing in or holding intangible personal prop-
43 erty shall not be subject to this subsection.
44 (c) Eighty-one dollars and thirty cents.

1 Section 6. Section 33 of said chapter 63, as last amended
2 by section 1 of chapter 303 of the acts of 1933, is hereby
3 further amended by striking out the second paragraph.

1 Section 7. Section 388 of said chapter 63, as last amended
2 by section 8 of chapter 550 of the acts of 1956, is hereby
3 further amended by striking out the last two paragraphs.

1 Section 8. Said chapter 63 is hereby further amended by
2 striking out section 39, as most recently amended, by section 7
3 of chapter 548 of the acts of 1960, and inserting in place
4 thereof the following section:
5 Section 39. Except as otherwise provided herein, every for-
-6 eign corporation shall pay, on account of each taxable year,
7 with respect to carrying on or doing business in the common-
-8 wealth, the excise provided in subsection (a), (b) , or (c) of
9 this section, whichever is greater. Liability for such excise

10 shall be incurred by corporate activity within the common-
-11 wealth at any time within the taxable year. In the case of a
12 corporation whose taxable year is a period of less than twelve
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13 calendar months, the portion of the amount determined under
14 clause (1) of subsection (a) shall be multiplied by a fraction
15 whose numerator is the number of months included in the tax-
-16 able year and whose denominator is twelve.
17 (a) An amount equal to the sum of
18 (1) Six dollars and twenty-two cents per thousand, or
19 such lower rate as may be determined by the com-
20 mission under section thirty A, upon the value of
21 (i) its tangible property as determined to be tax-
22 able under paragraph seven of section thirty
23 if a tangible property corporation, or
24 (ii) its net worth as determined to be taxable
25 under paragraph nine of section thirty if an
26 intangible property corporation; and
27 (2) Two and one half per cent of its net income de-
28 termined to be taxable in accordance with the pro-
29 visions of this chapter. If two or more foreign
30 corporations participated in the filing of a consoli-
31 dated return of income to the federal government,
32 the portion of the excise computed under this
33 clause may, at their option, be assessed upon their
34 combined net income, in which case the excise
35 shall be assessed to all said corporations and col-
36 lected from any one or more of them.
37 (b) An amount equal to one twentieth of one per cent of
38 its gross receipts assignable to this commonwealth as
39 defined in paragraph six of section thirty-eight and to
40 the extent allowable by the constitution and laws of
41 the United States. A corporation deriving eighty per
42 cent or more of its total gross receipts from buying,
43 selling, dealing in or holding intangible personal prop-
44 erty shall not be subject to this subsection.

45 (c) Eighty-one dollars and thirty cents.

1 Section 9. Section 39A of said chapter 63, as last amended
2 by chapter 134 of the acts of 1934, is hereby further amended
3 by striking out the second paragraph.
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Section 10. Section 44 of said chapter 63, as last amended
by section 1 of chapter 549 of the acts of 1955, is hereby
further amended by striking out the third sentence.

1
2
3

Section 11. The provisions of this act are severable, and
if any of its provisions shall be held to be unconstitutional by
any court of competent jurisdiction, the decision of such court
shall not affect or impair any of the remaining provisions.

1
2
3
4

2 first, nineteen hundred and sixty-four. The remainder of this
3 act shall take effect with respect to taxable years ending on
4 and after December thirty-first, nineteen hundred and sixty-
5 two.

1 Section 12. Section 3of this act shall take effect on July
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