
SENATE No. 1480

Senate, June 15,1970.

The committee on Ways and Means, to whom was committed
the Senate Bill providing for a credit under the corporation excise
law for new or expanded investment in Massachusetts by manufac-
turing or research and development corporations (Senate, No.
1366), reports recommending that the same ought to pass with an
amendment, substituting a new draft with the same title (Senate,
No. 1480).

For the committee,

JAMES F. BURKE.
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In the Year One Thousand Nine Hundred and Seventy.

An Act providing for a credit under the corporation excise
LAW FOR NEW OR EXPANDED INVESTMENT IN MASSACHUSETTS BY
MANUFACTURING OR RESEARCH AND DEVELOPMENT CORPORATIONS.

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

1 Section 1. Chapter 63 of the General Laws is hereby
2 amended by inserting after section 30 the following section:
3 Section 30A. (a) A manufacturing corporation, or a busi-
-4 ness corporation engaged primarily in research and develop-
-5 ment, which has been deemed to be such under section thirty-
-6 eight C or forty-two B, or a corporation primarily engaged
7 in agriculture or commercial fishing, shall be allowed a credit
8 as hereinafter provided against its excise due under this chap-
-9 ter. The amount of such credit shall be one per cent of the

10 cost or other basis for federal income tax purposes of qualify-
-11 ing tangible property acquired, constructed, reconstructed or
12 erected during the taxable year. Qualifying property shall be
13 tangible personal property and other tangible property includ-
-14 ing buildings and structural components of buildings which are
15 depreciable and acquired by purchase, as defined under section
16 one hundred and seventy-nine (d) of the Federal Internal
17 Revenue Code, as amended and in effect for the taxable year,
18 having a useful life of four years or more, used by the cor-
-19 poration in the commonwealth, and situated in the common-
-20 wealth on the last day of the taxable year.
21 (b) A corporation shall not be allowed a credit under para-
-22 graph (a) of this section with respect to tangible personal
23 property and other tangible property including buildings and
24 structural components of buildings which it leases as a lessor.
25 For the purposes of preceding sentence, any contract or agree-
-26 ment to lease or rent or for a license to use such property
27 shall be considered a lease.
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28 (c) The credit allowed under this section for any taxable
29 year shall not reduce the excise to less than the amount due
30 under sections thirty-two (b), thirty-nine (b) or sixty-seven
31 of this chapter and under any act in addition thereto.
32 (d) A corporation may elect to deduct the amount allowable
33 under section thirty-eight D of this chapter or the credit under
34 this section but not both. Any such election must be made on
35 or before the due date of filing the return, including any ex-
-36 tension of time and shall be irrevocable.
37 (e) With respect to property which is disposed of or ceases
38 to be in qualified use prior to the end of the taxable year in
39 which the credit is to be taken, the amount of the credit shall
40 be that portion of the credit provided for in paragraph (a)
41 of this section which represents the ratio which the months
42 of qualified use bear to the months of useful life. If property
43 on which credit has been taken is disposed of or ceases to be
44 in qualified use prior to the end of its useful life, the difference
45 between the credit taken and the credit allowed for actual use
46 must be added back as additional taxes due in the year of
47 disposition; provided, however, if such property is disposed of
48 or ceases to be in qualified use after it has been in qualified
49 use for more than twelve consecutive years, it shall not be
50 necessary to add back the credit as provided in this paragraph.
51 The amount of credit allowed for actual use shall be de-
-52 termined by multiplying the original credit by the ratio which
53 the months of qualified use bear to the months of useful life.
54 For the purposes of this paragraph, useful life of property shall
55 be the same as that used by the corporation for depreciation
56 purposes when computing federal income tax liability.

1 Section 2. Section 30 of chapter 63 of the General Laws is
2 hereby amended by striking out paragraph 7 as most recently
3 amended by section 1 of chapter 539 of the acts of 1969, and
4 inserting in place thereof the following paragraph:
5 7. The value of a corporation’s tangible property taxable
6 under clause (1) of subsection (a) of section thirty-two or
7 thirty-nine shall be the adjusted basis, as defined under the
8 applicable provisions of the Federal Internal Revenue Code,
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9 as amended and in effect for the taxable year, of such of its
10 tangible property situated in the commonwealth on the last
11 day of the taxable year as is not subject to local taxation nor
12 taxable under section sixty-seven. If the commissioner finds
13 that a corporation has transferred its tangible property under
14 clause (1) of subsection (a) of section thirty-two or thirty-
-15 nine for the purpose of reducing its excise under this chapter,
16 he may determine the amount of its tangible property taxable
17 under said section on the basis of the average of such tangible
18 property held during the taxable year.

1 Section 3. Said chapter 63 is hereby further amended by
2 inserting after section 30 of the following section:
3 Section 31. If the total taxes paid in any twelve-month
4 period ending June thirtieth under sections thirty to fifty-one,
5 inclusive, and under any act in addition thereto, including pay-
-6 ments made on account thereof under chapter sixty-three B,
7 exceed the total of such taxes paid in the twelve-month period
8 ended June thirtieth, nineteen hundred and seventy plus six
9 million dollars for each succeeding twelve-month period there-

10 after, the commission shall, on or before December first next
11 following, ascertain the amount of such excess and shall lower
12 the rate applicable to the property taxable under clause (1)
13 of subsection (a) of sections thirty-two and thirty-nine, for
14 taxable years ending on and after December thirty-first next
15 following, by an amount equal to eighty-seven and seven
16 tenths per cent of such excess divided by one thousandth of
17 the aggregate of such property taxable under clause (1) of
18 subsection (a) of said sections during the twelve-month period
19 ending the preceding June thirtieth. As used herein, “total
20 taxes paid” shall include interest penalties, fees, forfeitures,
21 costs of suits, fines or other charges, less all amounts refunded,
22 together with any interest or costs paid on account of such
23 refunds.

1 Section 4. Section thirty-eight Cof chapter 63, as most re-
-2 cently amended by section 3 of chapter 723 of the acts of 1964,
3 is hereby further amended by striking out said section and
4 inserting the following:—
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5 Section 38C. Every corporation organized under or subject
6 to chapter one hundred and fifty-six or chapter one hundred
7 and fifty-six B which is engaged in manufacturing, or in re-
-8 search and development of products capable of being manu-
-9 factured in this commonwealth, shall for the purposes of this

10 chapter be deemed to be a domestic manufacturing corpora-
-11 tion, or a domestic research and development corporation.
12 Every domestic manufacturing corporation shall be taxed in
13 the same manner and shall have the same duties under this
14 chapter as a domestic business corporation, except insofar as
15 the determination of the excise under this chapter may be af-
-16 fected by reason of the exemption from local taxation of the
17 machinery of a domestic manufacturing corporation. A domes-

-18 tice research and development corporation for the purposes of
19 this section is one whose principal activity is research and de-

-20 velopment and which, during the taxable year, derives more
21 than two-thirds of its receipts from such activity and derives
22 more than one-third of its receipts from the research and de-
-23 velopment of tangible personal property capable of being manu-
-24 factured in this commonwealth. Nothing in this section shall
25 be construed to provide for an exemption from local taxation
26 of the machinery of a corporation deemed to be a domestic
27 research and development corporation which is not deemed to
28 be a domestic manufacturing corporation. All provisions of
29 this chapter relative to the assessment, collection, payment
30 abatement, verification and administration of taxes, including
31 penalties, applicable to domestic business corporations shall, so
32 far as pertinent, be applicable to taxes upon domestic manu-
-33 facturing corporations and domestic research and development
34 corporations.

1 Section 5. Section 428 of chapter 63 is hereby amended
2 by striking out said section and inserting the following:
3 Section Jf2B. Every corporation association or organiza-
-4 tion established, organized, or chartered under laws other
5 than those of the commonwealth, which has a usual place of
6 business in the commonwealth and is engaged in manufactur-
-7 ing therein, or engaged therein in research or development of
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8 products capable of being manufactured therein, shall for the
9 purposes of this chapter, be deemed to be a foreign manu-

-10 facturing corporation or a foreign research and development
11 corporation. Every foreign manufacturing corporation shall
12 be taxed in the same manner and shall have the same duties
13 under this chapter as other foreign corporations, except inso-
-14 far as the determination of the excise under this chapter may
15 be affected by reason of the exemption from local taxation of
16 the machinery of a foreign manufacturing corporation. A
17 foreign research and development corporation for the purposes
18 of this section is one whose principal activity herein is re-
-19 search and development and which derives more than two-
-20 thirds of its receipts assignable to the commonwealth from such
21 activity and derives more than one-third of its receipts assign-'
22 able to the commonwealth from the research and develop-
-23 ment of tangible personal property capable of being man-
-24 ufactured in this commonwealth. Nothing in this section shall
25 be construed to provide for an exemption from local taxation
26 of the machinery of a corporation deemed to be a foreign re-
-27 search and development corporation which is not deemed to
28 be a foreign manufacturing corporation. All provisions of
29 this chapter relative to the assessment, collection, payment,
30 abatement, verification and administration of taxes, including
31 penalties, applicable to other foreign corporations shall, so far
32 as pertinent, be applicable to taxes upon foreign manufactur-
-33 ing corporations and foreign research and development cor-
-34 porations.

1 Section 6. Notwithstanding section two of this act, any
2 corporation which qualified for and was entitled to a five-year
3 machinery and equipment exemption under paragraph seven
4 of section thirty of chapter sixty-three of the General Laws
5 prior to its amendment by said section two shall be allowed
6 to take that exemption in subsequent taxable years as if said
7 paragraph seven had not been so amended. No corporation
8 shall qualify for or increase such exemption for taxable years
9 ending on and after December thirty-first, nineteen hundred

10 and seventy.
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1 Section 7. Section three of this act shall take effect on
2 July first, nineteen hundred and seventy-one. The remainder
3 of this act shall take effect with respect to taxable years end-
-4 ing on and after December thirty-first, nineteen hundred and
5 seventy. The credit allowed under section one of this act shall
6 apply only to qualifying tangible property acquired, con-
-7 structed, reconstructed, or erected after December thirty-
-8 first, nineteen hundred and sixty-nine.
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