
HOUSE . No. 3667

State House, Boston, August 15, 1963

To the Honorable Senate and House of Representatives

A. The Long-Term Problem

You may remember that my Budget Message last January
estimated the 1964 fiscal year-end surplus in the General Fund at
barely more than $265,000. At the time, the stringency affecting
our State finances was clear to us all.

During the ensuing eight months the demands for additional
State expenditures have been relentless. The result is that today
we foresee, not a bare surplus at the end of fiscal year 1964, but
a deficit of close to $6,000,000 and at the end of fiscal year 1965,
another deficit four or five times as great. Yet it is apparent that
taxes will not now be raised to pay for the services which our
citizens desire.

In short, at this particular juncture in our history, we confront
a long-term fiscal problem without public support for a long-term
solution. For the present, therefore and regardless of my per-
sonal predilections to the contrary I must propose to you a short-
term solution.

Fortunately, such a solution is available to us. If adopted by
you, it will, I believe, provide additional revenue adequate to meet
our needs in the 1964 and 1965 fiscal years. Thereafter, however,
it appears inevitable that our long-term problem will once again
loom large before us.

B. The Short-Term Solution.
My proposal has two parts which may be summarized as follows:
First, that after January 1, 1964, those employers who will with-

hold from their employees a total of more than $6OO annually in
Massachusetts income taxes approximately 20,000 of the

Ct)e Commontoealtt) of e©as,sacimsetto



HOUSE -No. 3667. [Aug9

118,000 employers who are now filing quarterly withholding re-
turns • would make their payments to the Commonwealth each
month.

Second, that corporations doing business in Massachusetts
which estimate their annual corporation tax liability here to be
more than $l,OOO would file declarations of estimated tax and,
beginning June 15, 1964, would gradually move, over a two-year
period, to a system of paying the estimated tax in two semi-TU

annual installment
This change in the method of paying corporation taxes would

apply to general business corporations, public utilities, insurance
companies, and commercial banks, but not to savings banks,
which are now subject to a similar system; it would cover approxi-
mately 10,000 of the 50,000 corporations at present paying some
type of corporation tax to the Commonwealth. In addition, the
change would include a roll-back feature described in Part D be-
low which can, I believe, contribute significantly to improving the
business climate in Massachusetts and inducing new business to
settle here.

If adopted, the two proposals would produce windfall revenu
in the fiscal years 1964 and 1965 estimated as follows (in million
of dolla

Fiscal 1964. Fiscal 1965.

Cities Cities
General and General and

Total. Fund. Towns. Total. Fund. Towns.

Monthly Withholding
.

$20.6 $10.5 $lO.l $0 $0 $0

Corporation Estimating 14.7 10.7 4.0 17.1 11,9 6.2

Total ....
$35.3 $21.2 $14.1 $17.1 $11.9 $5.2

C. Monthly Payment of Taxes Withheld by Employers.

If Massachusetts income tax is due on an employee’s weekly
wages, G. L. c. 6?B requires his employer to withhold each week
the amount due; yet the statute provides that the employer’s
remittances to the Commonwealth shall be made only every
quarter. In effect, accordingly, the employer serves as a State
depository and has the use of the State’s money until the quarterly
payment date arrives.
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New York has recently adopted legislation to r monthly

iheld by employers. Our Depart-
bion regards the New York plan as
if limited in its application here

remittance of income taxes wit
ment of Corporations and Taxa
logical, equitable, and feasible,
to the approximately 20,000 ei

more than $6OO a year in Mass*
who are now withholdingipl

husetts income
1 too believe this arrangemt

you and have appended to th;
make the plan effective.

has merit: I recommend it
message proposed legislation to

The windfall to be produced
the fact that the April and May
law would not be payable until
received in May and June, respe(

ry the change would result from
withholdings, which under existing
July 31, 1964, would instead be
lively.

D. Declarations of Estimated Tax by Corporations.

Since 1959 individuals, partnerships, and trusts have been re-
quired to pay their Massachusetts taxes in quarterly installments
during the taxable year in which the income subject to tax has
been earned. By contrast, a corporation’s Massachusetts taxes
are not payable until two and one-half months following the close
of its taxable year.

This difference appears to have no basis in logic, and within
recent years 12 of the 38 states which impose corporation taxes
have established for corporate taxpayers a system of declaration
and payment of estimated tax similar to the system applying to
individual taxpayers.

Our Department of Corporations and Taxation believes that
we in Massachusetts can justifiably and profitably follow the ex-
ample of those 12 states. I recommend to you that we do so
subject, however, to the following three important conditions:

First, I propose that, instead of quarterly payments of estimated
tax, our plan provide for semi-annual payments one on June 15,
the second on December 15, the first payment to be made June 15,
1964. (Similarly related dates would be used by corporations with
taxable years different from the calendar year.)

Second, so that the transition to a system of current payment
may be gradual, I recommend that the 1964 June and December
payments each be 25% instead of 50% of the estimated tax, with
the balance of 50% payable March 15, 1965.

Third, I propose that we take advantage of a singular oppor-
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tunity presented to us by this recommended change in the method
of paying our corporation taxes. Let me explain.

As a result of intensive studies over several years by our De-
partment of Corporations and Taxation, a long overdue and funda-
mental revision in the basis of our corporation tax was made by
St. 1962, c. 756. Most important, the obsolete and complex com-
putation of capital stock value was eliminated from the basis.
However, to make certain that the Commonwealth and the cities
and towns would lose no revenue from the revision, the rate on the
new basis was raised from $6.15 per $l,OOO of valuation to $7.65
with a provision in the new law that the $7.05 rate would gradually
be rolled back to $6.15 if and as collections from the tax exceeded
certain amounts specified in the law. In effect, the legislation
recognized $6.15 as the proper rate and committed the Common-
wealth to try to restore it.

As the table on page 2 indicates, a substantial windfall is an-
ticipated from the change in method of paying corporation taxes
which this message recommends. The receipt of these funds, I
suggest, would permit us to discharge the commitment in St. 1962
c. 756 and restore more promptly than otherwise would be possible
the $6.15 rate.

Accordingly, my third condition is that we seize the opportunity
given us by the windfall and use the windfall to permit re-estab-
lishment of the $6.15 rate as of January 1, 1965.

To do so would, I believe, prove a stimulus to business within
our borders and an invitation to investment here by businessmen
outside the Commonwealth. By stabilizing a tax of vital concern
to the business community we would set ourselves apart from the
great majority of our sister states: Massachusetts would stand
and become widely known as an admirable exception to the rule
that state taxes on business are constantly increasing.

I recommend prompt enactment of the proposed legislation
appended to this message.

Respectfully recommended,

ENDICOTT PEABODY,
Governor of the Commonwealth.
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In the Year One Thousand Nine Hundred and Sixty-Three

An Act providing for the accelerated collection of certain
WITHHELD TAXES AND CORPORATION EXCISES.

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 lof chapter 628 of the General Laws, as
2 inserted by section 1 of chapter 17 of the acts of 1959, is hereby
3 amended by striking out the definition of “Internal Revenue
4 Code” and inserting in place thereof the following definition:
5 “Internal Revenue Code”, the Internal Revenue Code of the
6 United States, as amended, and in effect January first, nineteen
7 hundred and sixty-three;

1 Section 2. Section sof said chapter 628, as inserted by
2 section 1 of chapter 17 of the acts of 1959, is hereby amended
3 by striking out the first paragraph and inserting in place thereof
4 the following paragraph:

5 Every employer who is required to deduct and withhold taxes
6 under section two and who can reasonably expect that the taxes
7 so withheld will exceed six hundred dollars for the calendar year
8 shall, for each calendar month, on or before the fifteenth day of
9 the month following the close of such calendar month, file a

10 return in such form as the commissioner, with the approval of
11 the commission, may prescribe and pay over to the commis-
-12 sioner or, in the discretion of the commissioner, to a depositary
13 designated by him, the taxes so withheld. Every other em-
-14 ployer who is required to deduct and withhold taxes under
15 section two shall, for each quarterly period, on or before the
16 last day of the month following the close of such quarterly
17 period, file a return in such form as the commissioner, with
18 the approval of the commission, may prescribe and pay over to
19 the commissioner the taxes so withheld. The commissioner
20 may, if he believes such action is necessary for the protection
21 of the revenues, require any employer who is required to deduct

Clic Commontuealtf) of fpassacftusetts



HOUSE [Aug.No. 3667.6

22 and withhold taxes under section two to file a return and pay
23 over to him the taxes so withheld at any time, or from time to
24 time.

1 Section 3. Section sof said chapter 628, as amended, is
2 hereby further amended by striking out the fifth paragraph.

1 Section 4. The first sentence of section Bof said chapter
2 628, as inserted by section 1 of chapter 17 of the acts of 1959, is
3 hereby amended by striking out, in line 6, the word “quar-
-4 terly

1 Section 5. The General Laws are hereby amended by insert
2 ing after chapter 63A the following chapter:

Chai i

d Tax by Corpokatk1 Declaration of Esti
Section 1 . The following words as used in this chapter shall,

6 unless the context otherwise requires, have the following mean
7 ings

8 “Corporation”, everv corporation, company or association
9 subject to taxation under the provisions of chapter sixty-thn

10 other than section eleven or seventeen of said chapter, or under
11 any special act which is in lieu of the provisions of said chapter
12 “Estimated tax”, the amount which the corporation esti-
13 mates as the taxes required to be paid under chapter sixty-
14 three, or any act in lieu thereof, and under any act in amend
15 ment thereof or in addition thereto
16 Section 2. Every corporation shall file a declaration of its
17 estimated tax for the taxable year if its estimated tax for such
18 taxable year can reasonably be expected to exceed one thou
19 sand dollars. The declaration, sworn to by such officer of the
20 corporation who is required to sign its return under chapter
21 sixty-three, shall contain such pertinent information and be in
22 such form as the commissioner, with the approval of the com-
23 mission, may prescribe
24 Section 3. The declaration of estimated tax required under
25 section two shall be filed on or before the fifteenth day of the
26 sixth month of the taxable year, except that if the requirements
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of section two are first met after the last day of the fifth month
and before the first day of the twelfth month of the taxable
year, the declaration shall be filed on or before the fifteenth
day of the twelfth month of the taxable year.

27
28
9Q

30 e,

amendments of a declaration filed
ider regulations prescribed by the
doner may grant a reasonable ex-

A corporation may mak
during the taxable year i
commission. The commit
tension of time, not to exc
tion.

a

32
33

■d thirty days, for filing a declara-34
35

Phe amount of estimated tax with respect to36 Section h. The am
" Q'7 win q rlonl ro fmn iwhich a declaration is required under section two shall be

paid as follows38
(a) If the declaration is filed on or before the fifteenth day39

of the sixth month of the taxable year, the estimated tax shall40
be paid in two equal installments. The first installment shall41
be paid at the time of the filing of the declaration. The second42
installment shall be paid on or before the fifteenth day of the43
twelfth month of the taxable year.44

( b ) If the declaration is filed after the fifteenth dav of the45

sixth month of the taxable year, and is not required by section46
three to be filed on or before the fifteenth day of the sixth47
month of the taxable year,
full on or before the fifteer
taxable year.

the estimated tax shall be paid in
th dav of the twelfth month of the

48
49
50

filed after the time prescribed in
is in which an extension of time for
en granted, paragraph (6) shall not

If the declaration i51
section three, including cas
filing the declaration has b

52
53

apply, and there shall be paid at the time of such filing all
installments of estimated tax which would have been payable
on or before such time if the declaration had been filed within
the time prescribed in section three.

54
oo
56
57

(d) If any amendment of a declaration is filed, the install-
ment payable on or before the fifteenth day of the twelfth

58
59

month, if any, shall be ratably increased or decreased, as the
case may be, to reflect the increase or decrease, as the case may
be, in the estimated tax by reason of such amendment.

60
61
62

(e) At the election of the corporation, any installment of
the estimated tax may be paid prior to the date prescribed for
payment.

63
64
65

Section 5. All payments of the estimated tax, or any install-
ment thereof, for any taxable year shall be allowed as a credit

C 6
67
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to the corporation against the tax imposed upon such corpora-
tion for such taxable year under the provisions of chapter sixty-
three or any act in lieu thereof, as the case may be, and under
any act in amendment thereof or in addition thereto.

68
69
70
71
79 Section 6. (a) In case of any underpayment of estimatedrz

)t as provided in paragraph (d),
axes due under chapter sixty-three
md under any act in amendment
o, for the taxable year an amount
ix per cent per annum upon the
it for the period of the underpay-

tax by a corporation, excep!
there shall be added to the ta:
or any act in lieu thereof, ar
thereof or in addition thereto
determined at the rate of si:
amount of the underpayment

73
74
to
76
I

8

79
SO

m
;raph(6) For purposes of parac

underpayment shall be the ex<
the amount of the

of81

(1) The amount of the inst
to be paid if the estimated ta

ailment which would be required
s were equal to seventy per cent

82
8,

he taxable vear or, if noof the tax shown on the re
return was filed, seventy pei

84
Nt of the tax for such vear, over85

86 (2) The amount, if any, of the installment paid on or before
the last date prescribed for payment87

88 (c) The period of the underpayment shall run from the date
89 the installment was required to be paid to whichever of th
90 following dates is the earlier
91 (1) The date prescribed under chapter sixty-three for the
92 payment of its tax for such taxable year.
93 (2) With respect to anv portion of the underpayment, the
94 date on which such portion is pak
95 A payment of estimated tax on the fifteenth day of the
96 twelfth month of the taxable vear shall be considered a pav-

97 ment of any previous underpayment only to the extent that
98 such payment exceeds the amount of the installment deter-
-99 mined under paragraph (6) (1) for the fifteenth day of the

100 twelfth month of the taxable year.

101 (d) Notwithstanding the provisions of the preceding para-
-102 graphs, the addition to the tax with respect to any underpay-
-103 ment of anv installment shall not be imposed if the total amount
104 of all payments of estimated tax made on or before the last
105 date prescribed for payment of such installment equals or ex-
106 ceeds the amount which would have been required to be paid
107 on or before such date if the estimated tax were whichever of
108 the following: is the lesser
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(1) The tax shown on the return of the corporation for the
preceding taxable year, if a return showing a liability for tax
was filed by the corporation for the preceding taxable year and
such preceding year was a taxable year of twelve months.

109
110
111
112

(2) An amount equal to the tax computed at the rates appli-
cable to the taxable year but otherwise on the basis of the facts
shown on the return of the corporation for, and the law appli-
cable to, the preceding taxable year.

113
114
115
116

Section 7. The application of this chapter to taxable years
of less than twelve months shall be in accordance with regula-
tions prescribed by the commission.

117

%
118

'*ll9
Section 8. If any corporation is required under this chapter

to file a declaration of estimated tax for any taxable year at
any time on or before the fifteenth day of the twelfth month
of the taxable year and such corporation fails to file any declara-
tion, although such declaration may be otherwise late, on or
before said date, there shall be assessed as a penalty against
such corporation an amount equal to five per cent of the tax
imposed upon such corporation for said taxable year. The
commissioner may waive such penalty if it is shown to his
satisfaction that such failure to file said declaration was due
to reasonable cause and not to wilful neglect.

120
121
122
123
124
125
126
127
128
129
130

Section 9. Any officer, director or employee of any corpo-
ration which is required under this chapter to file a declaration
of estimated tax, who shall be wilfully responsible for the
failure of said corporation to either file said declaration or pay
any installment of estimated tax due thereunder, or both,
shall be liable for the amount of tax thereby lost to the common-
wealth and in addition to a penalty of not less than five hun-
dred nor more than five thousand dollars.

131
132
133
134
135
136
137
138
139 Section 10. All provisions of chapter sixty-three relative to

the assessment, collection, abatement, verification and admin-
istration of taxes, including penalties, applicable to domestic
business corporations, as defined in section thirty of said chapter
sixty-three, shall, so far as pertinent and consistent, be appli-
cable to the provisions of this chapter. Any addition of tax
or penalty imposed by this chapter shall be assessed and col-
lected by the commissioner in the same manner as taxes im-
posed upon such domestic business corporations under said
chapter sixty-three.

140
141
142

#143
144
145
146
147
148

Section 11. The administration of this chapter is vested in149
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t

I

150 the commissioner. All forms necessary and proper for the
151 enforcement of this chapter shall be prescribed and furnished
152 by the commissioner, with the approval of the commission.
153 The commission may prescribe regulations and rulings, not
154 inconsistent with law, to carry into effect the provisions of
155 this chapter. Such regulations and rulings, when reasonably
156 designed to carry out the intent and purposes of this chapter

I K7 b .ill /-v tvi n rn m A ac, aa at irn virArx nw IKi1157 shall be prima facie evidence of its proper interpretation

1 Section 6. Section 20 of chapter 58 of the General Laws, as
2 appearing in section 2 of chapter 420 of the acts of 1961, is
3 hereby amended by striking out the first paragraph and insert-
-4 ting in place thereof the following paragraph:
5 From the total taxes, including interest and penalties, paid
6 in any period of twelve months beginning December first of any
7 year and ending November thirtieth of the next succeeding year
8 by domestic business and domestic manufacturing corporations
9 and foreign manufacturing and other foreign corporations under

10 sections thirty to fifty-one, inclusive, of chapter sixty-three and
11 from the total payments made on account of such taxes under
12 chapter sixty-three B there shall be deducted such taxes or pay-
-13 ments as have been refunded under said chapters or under
14 section twenty-seven of this chapter during said period, to-
-15 gether with any interest or costs paid such corporations on
16 account of refunds.

1 Section 7. Total taxes paid, for the purposes of section
2 thirty A of chapter sixty-three of the General Laws, shall in-
-3 elude payments made under the provisions of chapter sixty-
-4 three B of the General Laws on account of taxes imposed under
5 sections thirty to fifty-one, inclusive, of said chapter sixty-
-6 three and any act in amendment thereof or in addition thereto.

1 Section 8. The provisions of section two of the chapter of
2 the acts of nineteen hundred and sixty-three establishing the
3 basis of apportionment of state and county taxes shall not apply
4 to such amounts otherwise distributable under sections eighteen
5 and twenty of chapter fifty-eight of the General Laws which the
6 state tax commission determines would not have been collected
7 during the calendar year nineteen hundred and sixty-four
8 except for the passage of this act.
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1 Section 9. For taxable years commencing on and after
2 January first, nineteen hundred and sixty-four, but before
3 January first, nineteen hundred and sixty-five, the requirements
4 of section four of chapter sixty-three B of the General Laws
5 notwithstanding, only fifty per cent of the estimated tax with
6 respect to which a declaration is required under section two of
7 said chapter sixty-three B shall be paid in the installments
8 and at the times prescribed in section four of said chapter
9 sixty-three B.

1 Section 10. Sections one to four, inclusive, of this act shall
2 take effect on January first, nineteen hundred and sixty-four,
3 and shall apply to all taxes required to be deducted and with-
-4 held on and after said date; provided, however, that the pro-
-5 visions of chapter sixty-two B of the General Laws in effect prior
6 to said date shall apply to the filing of returns and the payment
7 of taxes required to be deducted and withheld prior to said
8 date. Sections six and eight of this act shall take effect on
9 January first, nineteen hundred and sixty-four. Section seven

10 of this act shall take effect on July first, nineteen hundred and
11 sixty-four. The remainder of this act shall take effect with
12 respect to taxable years commencing on and after January first,
13 nineteen hundred and sixty-four. With respect to a corporation
14 which has elected to make a return to the federal government
15 on the basis of an annual period which varies from fifty-two to
16 fifty-three weeks, for the purposes of this section and the pre-
-17 ceding section, its taxable year shall be treated as commencing
18 with the first day of the calendar month beginning nearest to
19 the first day of such taxable year.




