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By Mr. Durand, a petition (accompanied by bill, Senate, No. 2283) of

Robert A. Durand for legislation to promote job growth in the
Commonwealth. Taxation.

In the Year One Thousand Nine Hundred and Ninety-Six.

An Act to promote job growth in the commonwealth.

1 SECTION 1. Section 38 of Chapter 63 of the General Laws, as
2 appearing in the 1994 Official Edition, is hereby amended by
3 striking out subsection (c) and inserting in place thereof the
4 following subsection:
5 “(c) If a corporation, other than a defense corporation, a manu-
-6 facturing corporation, or an electing corporation providing man-
-7 agement, distribution or administration services to or on behalf or
8 regulated investment companies, as described in subsections (k),
9 (1), and (m), respectively, has income from business activity

10 which is taxable both within and without this commonwealth, its
11 taxable net income, as determined under the provisions of subsec-

-12 tion (a), shall be apportioned to this commonwealth by multi-
-13 plying its taxable net income, determined under the provisions of
14 said subsection (a), by a fraction, the numerator of which is the
15 property factor plus the payroll factor plus to ice times the sales
16 factor, and the denominator of which is four.”

1 SECTION 2. Said Section 38 of said Chapter 63, as so
2 appearing, is hereby further amended by adding the following
3 subsection: “(m) (1) As used in this subsection, the following
4 words shall, unless the context requires otherwise, have the fol-
-5 lowing meaning; ‘Base period payroll level’, the average of the
6 payroll amounts for each of the corporation’s fine taxable years
7 immediately preceding its first taxable year beginning on or after
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9 this commonwealth for compensation, as computed under subsec-
-10 tion (e), excluding amounts paid or attributable to the ten most
11 highly compensated officers or employees, as adjusted to include
12 only compensation paid during the taxable year to individuals who

I 3 are actively employed by the corporation on the first day of the
14 immediately succeeding taxable year.”
15 “Payroll level”, the total amount paid in this commonwealth for
16 compensation for the corporation’s taxable year, as computed
17 under subsection (e), excluding amounts paid or attributable to the
18 ten most highly compensated officers or employees.
19 (2) Notwithstanding any other provision of the General Laws,
20 any corporation doing business in the commonwealth, which pro-
-21 vides management, distribution or administration services to or on
22 behalf of a regulated investment company may elect annually on
23 its return, or may separately elect for itself on a combined return,
24 the apportionment method for such corporation’s net income pro-
-25 vided for in this subsection. If such an election is made for a tax-
-26 able year, all net income derived during such taxable year directly
27 or indirectly from the provision of management, distribution or
28 administration services to or on behalf of regulated investment
29 companies, including net income received directly or indirectly
30 from trustees, sponsors and participants of employee benefit plans
31 which have accounts in a regulated investment company, shall be
32 apportioned to the commonwealth only to the extent that share-
-33 holders of the regulated investment company are domiciled in the
34 commonwealth as follows:
35 (1) Such net income shall be multiplied by the receipts factor,
36 which is a fraction, the numerator of which is Massachusetts
37 receipts from such services during the taxable year and the
38 denominator of which is the total receipts everywhere from such
39 services for the same taxable year.
40 (2) For purposes of this subsection Massachusetts receipts shall
41 be determined by multiplying total receipts for the taxable year
42 from each separate regulated investment company by a fraction
43 the numerator of which shall be the average of (a) the number of
44 shares owned at the beginning of the regulated investment
45 company’s taxable year by shareholders then domiciled in this
46 commonwealth and (b) the number of shares owned at the end of
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47 the regulated investment company’s taxable year by shareholders
48 then domiciled in this commonwealth; and the denominator of
49 which shall be the average of the number of the shares owned by
50 all the regulated investment company’s shareholders at the begin-
-51 ning and at the end of the regulated investment company’s taxable
52 year.
53 As used in this subsection (m), “domicile” shall be presumed to
54 be the shareholder’s mailing address on the records of the regu-
-55 lated investment company and “regulated investment company”
56 shall have the meaning set forth in Section 851 of the Code and
57 “Code” shall mean the Internal Revenue Code as amended and in
58 effect for the taxable year.
59 (3) If for any taxable year beginning on or after January 1,
60 1996, but before January 1, 2000, an electing corporation’s pay-
-61 roll level is less than ninety percent of the base period payroll
62 level, the electing corporation shall apportion its net income
63 derived during such taxable year directly or indirectly from the
64 provision of management, distribution or administration services
65 to or on behalf of regulated investment companies, including net
66 income received directly or indirectly from trustees, sponsors and
67 participants of employee benefit plans which have accounts in a
68 regulated investment company, by the resulting percentage as
69 determined in the following formulas:
70 (i) For taxable years beginning on or after January 1, 1996 but
71 before January 1, 1997, 20% of the property factor plus 20% of
72 the payroll factor plus 60% of the receipts factor.
73 (ii) For taxable years beginning on or after January 1, 1997 but
74 before January 1, 1998, 15% of the property factor plus 15% of
75 the payroll factor plus 70% of the receipts factor.
76 (iii) For taxable years beginning on or after January 1, 1998 but
77 before January I, 1999, 10% of the property factor plus 10% of
78 the payroll factor plus 80% of the receipts factor.
79 (iv) For taxable years beginning on or after January 1, 1999 but
80 before January 1, 2000, 5% of the property factor plus 5% of the
81 payroll favor plus 90% of the receipts factor.
82 Notwithstanding the foregoing, any reduction in the payroll
83 level for any taxable year that is demonstrated to be attributable to
84 a net reduction in business in this commonwealth due to adverse
85 stock market conditions or economic conditions shall not be taken
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86 into account in determining whether the payroll level for such tax-
-87 able year is less than ninety percent of the base period payroll
88 level.
89 (4) For the purposes of determining compliance with the provi-
-90 sions of paragraph (3) of subsection (m), each eleaing corporation
91 which has more than 25 employees, as part of its tax return for the
92 taxable year shall submit a report, whose form and substance shall
93 be determined by the commissioner of revenue, that describes for
94 such taxable year the following:
95 (1) The number, nature and wages of jobs added or lost in the
96 commonwealth and worldwide during the taxable year;
97 (2) The nature and amount of any change in the payroll factor
98 during the taxable year;
99 (3) the dollar amount of revenue foregone by the increased

100 weighting of the receipts factor pursuant to this subsection as
101 compared to the apportionment method in effect for the electing
102 corporation for the first taxable year beginning on or after
103 January 1,1995;
104 (4) volume of sales;
105 (5) taxable income;
106 (6) book value of plant, land and equipment;
107 (7) net capital investments;
108 (8) net assets;
109 (9) capacity utilization; and
110 (10) debts, itemized by the following categories:
111 (i) loans; and
112 (ii) mortgages.
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