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DEPARTMENT OF CORPORATIONS AND TAXATION, STATE TAX COMMISSION
LEVERETT SALTONSTALL BUILDING, GOVERNMENT CENTER,

100 CAMBRIDGE STREET, BOSTON 02204, OCTOBER 31, 1972.

To the Honorable Senate and House of Representatives:

In compliance with the provisions of Sections 33 and 33A of
Chapter 30 of the General Laws, as amended, the State Tax
Commission has the honor to submit herewith such portions of its
annual report as relate to recommendations for legislative action.
Such recommendations are accompanied by drafts of bills embody-
ing the legislation recommended.

Respectfully submitted,
STATE TAX COMMISSION

NICHOLAS L. METAXAS,
Chairman.

DONALD T. WOOD,
Member.

DEBORAH ECKER,
Member.
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1. CORRECTION OF THE REFERENCE TO THE ESTIMATES OF DIS-
TRIBUTIONS OF LOTTERY PROCEEDS.

The statute creating a state lottery, chapter 813 of the Acts of
1971, added a new section 18C to chapter 58 covering distributior 1

of the proceeds. In amending section 25A, relating to estimates of
distributions, the lottery act inserted a reference to “eighteen B”
instead of “eighteen C”. This bill would correct that reference.

2. AUTHORIZATION OF ABATEMENT OF SMALL AMOUNTS 01
TAXES.

Section 268 of Chapter 58 of the Genearl Laws provides for the
abatement of the unpaid portion of an assessment if the balance
does not exceed one dollar and the commission determines that
the administration and collection costs involved would not warrant
collection of the tax. The one dollar limitation is unrealistically
low. This proposal would raise the maximum tax eligible for
abatement under this section to twenty-five dollars and provides
that the commission shall prescribe uniform rules for determining
when the expense involved makes collection of the balance im-
practical.

3. INCREASING THE PENALTY FOR TENDERING A BAD CHECK IN
PAYMENT OF TAXES.

In 1968 Section 34 was inserted in Chapter 58 of the General
Laws, imposing a penalty for tendering a bad check in payment of
a tax. The penalty is 1% of the amount of the check, with a
minimum of $5.00 or the amount of the check, whichever is the
lesser. To reimburse the Commonwealth more adequately for the
expense of processing these returned checks and collecting the
amounts due, this proposal would increase the penalty to 2%, with
the minimum penalty being increased to $lO.OO or the amount of
the check.

RECOMMENDATIONS
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4. CUMULATIVE ABATEMENT APPLICATIONS FOR TAXES
ASSESSED FOR PERIODS OF LESS THAN A YEAR.

The current procedure for taxpayers aggrieved by any tax is to
file a separate abatement application for each of the taxable
periods involved. This results in a multiplicity of abatement
applications for taxes which normally cover monthly or quarterly
periods, such as sales or use, meals, cigarette, gas, withholding, and
room occupancy taxes.

This proposal would authorize the use of one abatement
application form to cover multiple tax periods so long as such
application relates to one type of tax and the periods involved are
within one fiscal or calendar year.

This provision would not apply to taxes assessed on a fiscal or
calendar year basis.

5. AUTHORIZING THE COMMISSIONER TO DESIGNATE BANKS AS
DEPOSITARIES FOR THE COLLECTION OF STATE TAXES.

In order to simplify and expedite the collection of state taxes,
future planning in this area may require that certain tax payments,
especially those such as withholding, sales tax, room occupancy
and meals tax, which are made on a monthly basis, be made
directly to a designated bank in the taxpayer’s home area. This
would follow the procedure adopted by the Internal Revenue
Service with respect to the payment of some Federal taxes. Such a
system would substantially reduce departmental administrative pro-
cessing and would be convenient to taxpayers in having local
payment centers. The collection, banking and crediting of com-
monwealth funds would be markedly accelerated.

To adopt this system, legislation such as this proposal is neces-
sary. It would authorize the commissioner of corporations and

taxation, with the approval of the state treasurer, to designate
certain banks doing business in the commonwealth as depositaries
and fiscal agents of the commonwealth for the purpose of receiving
any tax administered by the commissioner in such manner, at such
times and under conditions as may be prescribed. The bill merely
gives the necessary legislative authorization to the commissioner to
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embark on a system of making tax payments at local banks. Its
implementation would rest with the commissioner and his per-
sonnel.

6. DISCLOSURE OF THE CONTENTS OF TAX RETURNS AND THE
JOINT AUDIT THEREOF.

Presently the sharing of information relative to tax returns fC
permitted on a reciprocal basis with the federal government where
the purpose of such exchange is the administration of tax statutes.
This act would expand the disclosure provisions to permit the
sharing of tax information with territories, states and political
subdivisions thereof on a similar basis.

It would also authorize the commissioner to participate in joint
audits of tax returns with the federal government and any terri-
tory, state or political subdivision thereof, which has similar enabl-
ing legislation.

7. CLASSIFICATION OF PROPERTY IN THE VALUATION LISTS OF
THE LOCAL ASSESSORS.

The provisions of this act would require assessors to designate in
their valuation lists and assessment books the type or classification
of the assessed estates and the total of each category. Having the
character of each parcel identified and the resulting aggregates
would assist the assessors, the public and any interested party in
determining whether such real estate consisted of residential
property, commercial property, industrial property or vacant land.
Such information would also be helpful to the State Tax Com-
mission in determining its biennial equalized valuation for each city
and town.

8. INCREASING THE FEE FOR DEMAND NOTICES.

The fee for issuing a demand notice to a taxpayer for a tax
remaining unpaid after the original notice is now one dollar. This
proposal would increase the fee to five dollars to more adequately
compensate the commonwealth and the cities and towns for the
expense involved. The last increase in the demand fee was from
thirty-five cents to one dollar in 1958.
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9. ASSIGNMENT OF LAND ACQUIRED FOR TAXES.

General Laws, chapter 60, section 52, relates to the assignment
of tax titles and presently provides that the treasurer of any city
or town may assign and transfer such tax title to any person.

This legislation would authorize the treasurer to assign and
transfer such tax title to the highest bidder at a public auction

} after notice by publication and posting.

10. CERTAIN CORRECTIVE CHANGES IN THE TAX LAWS OF THE

COMMONWEALTH.

During the 1971 legislative session, a major tax program was
enacted in Chapter 555 of the Acts of 1971. This law transformed
our personal income tax law from a property tax to an income tax
based, in large part, on federal taxable income. A close analysis of
this legislation during the period of administration indicates that
some relatively minor corrective changes are necessary.

Chapter 62A of the General Laws, providing a simplified method
of computing income taxes, was repealed under the provisions of
Chapter 590 of the Acts of 1972. This necessitates the removal of
references to Chapter 62A contained in other chapters of the
General Laws.

This proposal would make these perfecting amendments.
In addition to several typographical or format corrections, this

bill would do the following;
1. Delete the present personal property exemption for bank

deposits in General Laws Chapter 59, Section 5, Clause 28th. This
exemption is now encompassed in Clause 27th.

2. Adjust federal gross income in arriving at Massachusetts gross
income by adding amounts excluded under Subchapter S of the
Code and amounts included in gross income under other provisions
of General Laws Chapter 62.

3. Clarify the exclusion from federal gross income of interest on
obligations of the United States in determining Massachusetts gross
income.

4. Clarify the disallowance of the federal operating loss
deduction for Massachusetts tax purposes.

5. Allow an exemption for income received by a qualified stock
bonus, pension or profit-sharing trust and for that portion of a
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section 403(b) annuity which represents previously-taxed con-
tributions.

6. Allow the federal deduction for alimony paid by a taxpayer
to liis divorced spouse since the alimony is taxed to such spouse.

7. Adopt the same total income definition for purposes of the
sales tax credit, so called, as the law presently contains for the
limited income exemption.

8. Insure that Massachusetts basis for determining gain or loss
not adjusted by reason of federal use of alternate valuations for
bequests, devises and inheritances or for any federal gift tax paid.

9. Delete Section 24 of Chapter 555, which is inconsistent with
the provisions of General Laws Chapter 62, as amended.

10. Include cover and other amounts which are part of the
charge for alcoholic beverages as part of the taxable charge upon
which the excise is imposed.

11. INFORMATION AT SOURCE REQUIRED UNDER THE LAW
RELATIVE TO THE TAXATION OF INCOMES.

Under the present law relative to the taxation of incomes,
information returns are required “on the same basis as is required
by the federal government under the Code ...” This provision
would make it clear that this phrase refers to form and not
substance. It would assure the reporting of sums subject to
taxation in Massachusetts which are not taxable under the pro-
visions of the federal code.

12. REQUIREMENT OF PAYING ESTIMATED INCOME TAX ON PRIZI
WINNINGS.

Individuals who win large sums from lotteries or other games of
chance are often not in a position, on April fifteenth of th,4
following year, to pay the federal and state income taxes due on
those winnings. Under the present law requiring filing of estimated
returns, these winners are not required to pay estimated taxes it
the amount of tax withheld from their earnings in the current year
equals or exceeds their tax liability for the prior year. This act
would require those winning over five hundred dollars in one year
to file declarations and pay their income tax on an estimated basis.
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13. PROVISION FOR A COMBINED RETURN OF INCOME BY CERTAIN
CORPORATIONS UNDER THE BUSINESS CORPORATION EX-
CISE LAW.

Since 1966, the determination of Massachusetts net income
measure of the business corporation excise has been the same for
both domestic and foreign corporations. However, the present law
continues to restrict combined returns of income to affiliated
Corporations which are all foreign corporations or all domestic
corporations. Combining of incomes by a mixed affiliated group of
corporations is not permitted. There is no reason for prohibiting
such a combination and it should be statutorily permissible.

The purpose of the proposed amendment is to allow a mixed
group to report the net income measure of their excises on such a
combined basis, at their election, where such group has partici-
pated in the filing of a consolidated return of income with the
federal government.

14. CLARIFICATION OF THE DEDUCTION FOR DIVIDENDS UNDER
THE BUSINESS CORPORATION EXCISE.

In the computation of the net income of a domestic business
corporation or a foreign corporation derived from business carried
on within the commonwealth a deduction is provided for certain
dividends included in the total net income of the corporation. This
act would clarify the present statute by limiting this deduction to
dividends for which the corporation is allowed an 85% deduction
under the Federal Internal Revenue Code.

Income generated by the activities of a controlled foreign corpo-
ration or a controlled domestic international sales corporation
would be retained in the income measure of the excise and be

to apportionment.

15. CERTAIN CORRECTIVE CHANGES IN THE TAXATION OF SALES
OF GASOLINE.

At present the distributor pays $lOO.OO, the unclassified im-
porter pays $l.OO, and the unclassified exporter pays nothing for
his license or permit.
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In many instances the business activity and volume of the
unclassified importer and unclassified exporter is as great as that of
the distributor. It is felt that a license fee or permit fee of $lOO.OO
should apply to the three alike.

This proposal would require the three classifications of licensees
engaged in the fuel business to pay the same annual license or
permit fee of $lOO.OO.

The bill would also establish a new classification of
exporter, who would be required to report sales and would be
subject to the same obligations as are now required of other
licensees.

A provision would be inserted in the law to authorize refunds in
certain instances, where a tax has been paid to other states upon
fuel purchased in Massachusetts but used in such other states. Such
refunds were formerly granted under General Laws, Chapter 58,
section 27, which was repealed in 1970.

16. REVISION OF CERTAIN ADMINISTRATIVE PROVISIONS IN THE
TAXATION OF SPECIAL FUELS USED FOR MOTOR VEHICLES

AND FUELS ACQUIRED OUTSIDE OF AND USED WITHIN THE
COMMONWEALTH.

At present a motor carrier under Chapter 64F pays an annual
license fee of $ 1.00, but there is no license requirement or fee for
each motor vehicle operated by the carrier in the commonwealth.

It is felt that proper enforcement of this excise requires the
licensing of each motor vehicle operated by the carrier in the
commonwealth, with a $l.OO annual license fee for each vehicle.

A conspicuous display of the motor vehicle license as prescribed
by the commissioner would encourage compliance with the statute
and make evidence of compliance thereof more easily ascertainable.

The bill would also grant the power of arrest and seizure by a
police officer for any violation of General Laws, Chapter 64E or
64F, and is similar to the powers granted under the cigarette excise
law.

The requirements for a bond in certain instances would safe-
guard the revenue of the commonwealth.

Presently, the provisions of Chapter 64F do not apply to per-
sons whose motor vehicle has a fuel capacity of twenty gallons or
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less. Because manufacturers are now producing passenger cars with
a tank capacity of up to twenty-six gallons, it is felt that it is
necessary to expand this exemption to include motor vehicles
with fuel tank capacities up to thirty gallons where such vehicle is
designed and used primarily for the non-commercial transportation
of passengers.

Each year a substantial loss in tax revenue results from un-
stamped cigarettes being stolen in transit from the manufacturer to
the stamper. These cigarettes are usually hijacked from the trans-
porter or stolen from the warehousemen.

This legislation provides for the licensing and bonding of trans-
porters and warehousemen of unstamped cigarettes and would
make the said licensee liable for the cigarette tax in the event of
any loss of cigarettes by theft, embezzlement or in any other
manner, whether determined or undetermined.

This legislation would aid in the application and enforcement of
the cigarette excise tax law and would minimize the loss in tax
revenue.

18. DEFINITION OF “SALES PRICE” OF MOTOR VEHICLES ACQUIRED
THROUGH CASUAL SALES FOR PURPOSES OF THE SALES
AND USE TAX.

The Department of Corporations and Taxation has experienced
difficulties, since the inception of the sales tax, in determining the
correct sales prices involved in casual sales of motor vehicles. Some
purchasers of motor vehicles have obtained false bills of sale from

sellers, stating the purchase price to be one dollar or some
other nominal sum in order to reduce the sales or use tax due.

This legislation would direct the commissioner to compute the
tax based on a percentage of the manufacturer’s list price or the
actual sales price, whichever is greater. This is similar to the
method used in determining valuation under the motor vehicle
excise law. In the event the taxpayer believed such valuation to be
excessive, he would have the right to file an application for
abatement and substantiate a lower valuation and tax.

J7. LICENSES OF TRANSPORTERS AND WAREHOUSEMEN OF CIGA-
RETTES UNDER THE CIGARETTE EXCISE TAX LAW.



HOUSE - No. 267 [Jan,10

%

*

19. CERTAIN CORRECTIVE CHANGES IN THE SALES AND USE TAX
LAWS.

General Laws, Chapter 64H, section 8, provides that all gross
receipts of a vendor shall be presumed to be from sales at retail
subject to the sales tax unless the vendor obtains from the pur-
chaser a resale certificate or an exempt use certificate. Resale
certificates and exempt use certificates are defined and their proper
application and use are provided for under said section 8.

This legislation would do the following:
1. Clarify the sales tax application as to rentals of tangible

personal property.
2. Provide that the exempt use certificate must be taken in

good faith by the vendor.
3. Limit the time within which the vendor must obtain the

resale certificate or the exempt use certificate from the purchaser.
Similar changes would be made to the use tax law.
This legislation would aid in the application, interpretation and

enforcement of the sales and use tax laws.

20. RELATIVE TO THE FILING OF A BOND OR DEPOSIT BY NON-
RESIDENT CONTRACTORS UNDER THE SALES AND USE TAX
LAWS.

There is a total sales or use tax liability of about $750,000 a
year on taxable tangible personal property used by non-resident
contractors on contracts performed by them within Massachusetts.
Much of the materials so used by the non-resident contractors are
shipped into Massachusetts and a use tax is due thereon. Because
of the temporary nature of this work, substantial tax avoidance
results.

Presently, the most effective means of determining their tax
liability is by conducting audits out of state. However, such audits
are expensive and time-consuming.

This legislation, which requires a bond or deposit from the
non-resident contractor, would effectively prevent “leakage”, mini-
mize out of state audits and result in substantial additional sales
and use tax revenue.
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21. PROVISION FURTHER DEFINING THE TERM “USE” AS

APPEARING IN THE USE TAX STATUTE.

The present use tax statute (General Laws Chapter 641, section
1(5)), defines the term “use” as the exercise of any right or power
over tangible personal property incident to the ownership of that
property, excepting that it does not include the sale of that

) property in the regular course of business.
The use tax is intended as a compliment to the sales tax and is

imposed upon the storage, use, or consumption of tangible per-
sonal property within the state; property upon which sales tax has
been paid being exempt.

The department has encountered legal problems with some users
of tangible personal property based on the contention that they
are not the owners of the property being used, such as contractors
using building materials purchased in the name of exempt organiza-
tions and used for construction purposes which are not otherwise
exempt under General Laws Chapter 64H, section 6(f).

This proposal would modify the requisite of ownership and
clearly establish the user’s tax liability in these cases.

22. INHERITANCE TAX VALUATIONS.

General Laws, chapter 65, section 13, provides that the values
used for the assessment of the inheritance tax shall be the date of
death values.

Section 56 of chapter 555 of the Acts of 1971 amended said
chapter 65, section 13, by providing that the value of an annuity
or a life estate shall be determined by the tables used by the
commissioner of interna! revenue for the valuation of such
property interests under the federal estate tax law.

This legislation would further amend said chapter 65, section 13,
by providing that when the date of death valuation is used in the
federal estate tax return (Form 706), the inheritance tax would be
assessed upon the values as finally determined for federal estate tax
purposes. This legislation would bring the inheritance tax law in
accord with the federal estate tax law in those cases where date of
death values are used.
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23. TRANSFER OF THE REQUIREMENT OF THE FILING OF CERTAIN
REPORTS TO THE OFFICE OF THE STATE SECRETARY.

Chapter 308 of the Acts of 1909 created The Boston Firemens’
Relief Fund. As most recently amended by Chapter 129 of the
Acts of 1960, the said chapter requires that an annual report be
submitted to the Commissioner of Corporations and Taxation. The
functions of corporate organization and registration were
ferred in 1962 from the Commissioner of Corporations and Taxa-
tion to the State Secretary. This proposal would amend said
Chapter 308 and require the above-named corporation to file such
report with the State Secretary, as is the proper procedure in the
case of other corporations.

Under General Laws, Chapter 93, Sections 15 and 16, mining
corporations are precluded from publishing statements relating to
their shares prior to filing a copy of the same with the Com-
missioner of Corporations and Taxation and a penalty is provided
for false statements contained therein.

Under General Laws, Chapter 110A, as inserted by Chapter 694
of the Acts of 1972, the registration and statements relating to
various aspects of ownership and sale of securities, are filed with
the State Secretary. This proposal would require the filing of
financial statements heretofore filed with the Commissioner of
Corporations and Taxation to be filed with the State Secretary.

24. CONFORMING THE URBAN REDEVELOPMENT CORPORATION EX-
CISE TO THE FISCAL CYCLE LAW.

Section 10 of chapter 121 A of the General Laws imposes an
excise upon urban redevelopment corporations in lieu of local
taxes. The alternate measure of this excise is figured upon the local
tax rate. The excise on these corporations is computed on
calendaf year basis.

The fiscal cycle law, chapter 849 of the Acts of 1969, has
changed the beginning of the fiscal year for local tax purposes
from January first to July first. Section 1 of this bill would make
it dear that the tax rates being used for urban redevelopment
corporations is the rate in effect on the date the return is due,
which is March fifteenth.
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The fiscal cycle law also created an initial eighteen month fiscal
year, July 1, 1973 to June 20, 1974. Section 2 is necessary to
prevent the calendar year excises of these corporations from being
assessed in 1973 and 1974 on the basis of the full eighteen month
tax rate.

25, BROADENING THE AUTHORITY OF CITIES AND TOWNS TO AP-
PROPRIATE AND BORROW MONEY FOR SOLID WASTE DIS-
POSAL FACILITIES.

>

This proposal broadens and clarifies clause (19A) of Section 5 of
Chapter 40 so as to make express provision that cities and towns
may appropriate money for solid waste disposal methods other
than incinerators. The proposal further provides for composting,
sanitary land fill or other procedures approved by the Department
of Public Health.

Section 2 of the proposal amends clause (4A) of Section 7 of
Chapter 44, to allow a city or town to borrow money for the
purpose within its limit of indebtedness as prescribed in the muni-
cipal finance act.

26. AUTHORIZATION FOR CITIES AND TOWNS TO BORROW MONEY
FOR THE COST OF ARCHITECTURAL SERVICES.

Presently there is no authority given municipalities to borrow
within its limit of indebtedness for plans and specifications for the
remodeling of existing buildings. The statutory authority is limited
to the cost of engineering services.

This proposal would amend clause (22) of Section 22 of Chapter
44, to permit borrowing for the cost of architectural services plans
and specifications.

w
27. INCREASING THE SALARIES OF THE MEMBERS OF THE STATE

TAX COMMISSION.

Presently, under section 2 of chapter 14 of the General Laws,
the commissioner of corporations and taxation, who is also
chairman of the state tax commission, receives twenty-five
thousand nine hundred eighty-one dollars per year. The two as-
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sociate commissioners of corporations and taxation, who are also
members of the state tax commission, receive twenty thousand one
hundred twenty-one dollars annually. This bill would raise their
salaries to thirty-five thousand dollars and twenty-eight thousand
dollars, respectively.

These salaries are more commensurate with their duties and
responsibilities. The department of corporations and taxation, with
the commissioner of corporations and taxation as its executive and-
administrative head, has approximately fourteen hundred em-
ployees and is charged with the administration and enforcement of
all the taxes imposed by the commonwealth other than those
levied upon racing and boxing. For fiscal nineteen hundred and
seventy-three, the collection of these taxes by the department will
total in excess of one billion eight hundred million dollars. In
addition, the commissioner supervises the assessment and collection
of local revenues in an equivalent amount. In carrying out these
functions, the commissioner is assisted by the two associate com-
missioners. Each of them is in charge of one of the three divisions
of the department, as assigned by the commissioner and under his
direction, control and supervision.

The commissioner and associate commissioners, in addition to
their administrative functions within the department also serve a
dual role as members of the state tax commission with the com-
missioner as its chairman. As a commission, they are charged with
interpreting the tax laws through the issuance of regulations, estab-
lishing internal procedures, acting upon abatement claims, making
recommendations for legislative changes in the tax laws, performing
other duties as required by the General Laws, and otherwise
establishing general tax administrative policy for the common-
wealth.

Moreover, the present salary structure for the department is
grossly out of line with respect to the commissioner and the
associate commissioner. Because of salary increases to classified
employees, position reallocations and the creation of new posi-
tions, there are presently twenty-six positions in the department
that have salaries in excess of that paid to the associate com-
missioners and one position with an annual salary in excess of that
paid to the commissioner.

Therefore, in addition to increasing the salaries of the members
of the commission to a level more commensurate with their duties
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and responsibilities, this bill would raise these statutory salaries to
bring them in line with the salaries of the positions in the classified
service.

28. PAYMENT OF UTILITY ASSESSMENTS TO THE DEPARTMENT OF
PUBLIC UTILITIES.

} Section 17 of chapter 25 of the General Laws authorizes the
department of public utilities to assess certain sums against utilities
under their jurisdiction to assist in defraying departmental expenses
and to compensate consultants in hearings on rate petitions.
Section 17A of chapter 25 provides that the utilities shall pay their
assessments to the commissioner of corporations and taxation. The
assessments are not taxes and it would be more appropriate for
these amounts to be paid directly to the department of public
utilities.

These assessments are analogous to the assessments made upon
banks for the expenses of audits by the commissioner of banks.
Under section 2 of chapter 167, the assessments on banks are paid
directly to the commissioner of banks.

4i.
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