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To the Honorable Senate and House of Representatives:

1 am submitting herewith for Your consideration “An Act
increasing and improving the administration of the revenues of the
Commonwealth.” This legislation proposes a comprehensive revenue
plan to put the Commonwealth on a sound fiscal footing for FYB9
and the years to come.

The people of Massachusetts can take pride in their public
accomplishments. In the past six years, through constructive
government action, and in full partnership with the leaders of the
private sector, we have moved to recognize and fulfill our public
responsibilities. We have built and strengthened the programs which
will preserve and expand upon our economic success and which will
extend the benefits and opportunities of prosperity to every one of us.

By working together, we have taken action to meet the challenges
of the future.

We have begun to address long-neglected public responsibilities to
rebuild our roads, bridges, and other infrastructure, to make our
environment clean and our streets safe, to make quality public
education accessible to all, and to provide basic support and care
for the poor, the sick, the mentally ill, and the homeless.
We have led the way for other states in the development of
innovative new public programs designed to meet the needs of the
Commonwealth and its economy programs which help
individuals build pathways out of poverty through employment
training, which help make decent housing affordable to all our

Pride in Our Accomplishments



HOUSE No. 2500 [January2

citizens, which provide comprehensive support for business, and
which offer the promise of health care for all. Our new Universal
Health Care legislation is perhaps the best example of our
leadership. Like the child labor laws passed a century ago, this
represents a history-making choice.
We have responded to cutbacks in federal programs and to tax cuts
at the local level that have significantly increased our responsibil-
ities at the state level. Massachusetts is the only state in the nation
that protected its cities and towns from the repeal of federal General
Revenue Sharing. In the past six years, state assistance to cities and
towns has almost doubled.
We have improved the administration of state government,
including enactment of a plan which for the first time, fully funds
the public pension system. We have also made major improvements
in the management of state agencies. These achievements have
allowed us to improve service to the public while reducing the
burden that state and local governments place upon the economy.

Each of these achievements reflects a choice to recognize and meet
a public responsibility. In many cases, such as the decision to address
the problem of hazardous wastes in our environment, the choice to
act was inevitable. Still, many would have us wait while the problem
deepens. In other cases, such as our decision to address the needs of
chronically mentally ill citizens, the choice to act was dictated by
common decency and values. Still, many would have us ignore the
problem. In some cases, we have expanded dramatically the scope of
state government responsibility. For example, when the federal
government chose to neglect its responsibility to provide affordable
housing, we chose to act.

These choices reflect a shared vision of the proper role for
government in our economy and society. Government must provide
the physical requirements for continued economic growth and
respond to the needs of the least fortunate among us. So often we
have seen that these goals are complementary, that by expanding
opportunity for those often excluded from prosperity, we actually

Public Choices and Responsibilities
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expand the possibilities for overall growth, to the benefit of us all.
This was true in the 19705, when we began rebuilding the long-
neglected cities of Massachusetts, and it is still true today, as efforts
like the Employment and Training Choices program enable more of
us to become productive participants in our strong economy.

Public choices must be made within the context of a sound and
budget which provides fiscal stability and reasonable and

fair burdens on taxpaying citizens. Just as we are committed to meet
our societal responsibilities, we are also committed to these financial
responsibilities.

The choice to accept public responsibility requires resources. In the
last several years, supported by rapid economic growth, significant
gains in revenue enforcement and compliance, and improved program
administration, we were able to implement and expand services
without the need for new revenues. In fact, we have been able to cut
taxes five times and have avoided raising new non-tax revenue. The
quality and scope ofpublic service has improved even as the burden
ofgovernment on the economy has declined. After years as a high-
tax state, the Commonwealth now boasts one of the lowest revenue
burdens in the nation. Taken as a percentage of personal income, state
and local revenues in Massachusetts were 10% below the national
average in FYBB.

Recently, a rapidly unfolding sequence of events has led to shortfalls
in revenue collections that challenge our commitment to our public
responsibilities. Now, we have a new choice: We can choose to fall
back or we can choose to move forward. To go back would be to
deny our achievements, to renege on our shared vision of the true
potential of this Commonwealth, to abandon the needs both of the
least fortunate among us and of the very engine of our wealth the
state’s economy. We must move forward, to meet the challenges of

|jthe future and to continue to build upon the good work that we have
already done.

Our Current Situation
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A budget is built upon a foundation of economic strength. Whether
measured by job growth, increases in wages and incomes, by low
unemployment or expanding opportunity, the performance of the
Massachusetts economy has been, and continues to be, impressive.

Job Growth In the calendar year just ended, 1988, we estimate
that the state job base grew by 2.2%, or 67,000. This marks the sixth
straight year in which employment expanded by more than 2%. In
these years, more than 470,000 new jobshave been created in the state.
Given the pressures of the tight labor market, the achievement is
remarkable. We expect that the shortage of workers will force the pace
of job gains to slow in the future.

Low Unemployment The unemployment rate is both the signal
of this shortage and the hallmark of our strength. In 1988, for the
sixth straight year, the unemployment rate was lowest among the large
industrial states.

Strong Incomes Income growth is the single best measure of the
well-being of individuals in the economy. Here, the state’s
performance has been spectacular. Per capita incomes have grown
faster in Massachusetts than in any other state in the 1980s, rising
from 7% above the national average in 1980 to 24% above in 1987.
Massachusetts incomes now stand third among the states. This
vigorous growth continued in FYBB, when aggregate incomes grew
by 9.7% and wage incomes by 11.1%; we project that incomes in the
state will continue to outpace the nation in FYB9 and 90.

Expanding Opportunity These aggregate measures of success
mask an even greater accomplishment: more of our citizens are
sharing this prosperity than ever before. Minority unemployment has
improved dramatically in Massachusetts. Black unemployment fell
from 13.7%in 1983 to 6.5% in 1988. Hispanic unemployment at 17.3%
in 1983, reached 7.5% in 1988.

In the context of this robust economy, there was every reason to
believe that state revenues would continue to keep growing at a rapid
rate. However, last spring it became apparent that revenue growth

A Foundation of Economic Strength

The Revenue Shortfall
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for FYB9 would not reach the level assumed in House 1. As a result,
the Revenue Advisory Board reduced its FYB9 revenue estimate by
$l9B million.

When 1 signed the FYB9 budget, I was concerned about additional
revenue shortfalls. Therefore, 1 adopted a tax revenue estimate that
was $45 million lower than the current estimate relied upon by the
Legislature.

Although tax revenues for the first four months of the fiscal year
were at the level 1 expected, a sharp decline occurred in November.
In December, the Revenue Advisory Board again lowered its FYB9
tax revenue estimate to a level $3OB million below the estimate 1 made
in July. Altogether, FYB9 revenues are now expected to be $550
million less than the amount estimated a year ago.

Reasons For the Shortfall

Because of our strong economy, sales and payroll tax collections
continue to grow at a healthy rate. The revenue shortfalls in FYBB
and FYB9 have been concentrated in revenue sources which depend
on prior year, rather than current year, activities. It is now apparent
that most of these shortfalls can be attributed to the impact of the
federal Tax Reform Act of 1986, especially to the effects that federal
changes had on capital gains activity, and to a loophole in the
corporation excise law.

Unusual Capital Gains Activity The federal Tax Reform Act of
1986 raised capital gains taxes from a maximum rate of 20% to 28%
for most taxpayers. In order to beat this increase, many investors
accelerated their plans to sell assets, and realized capital gains in 1986.
As a result, capital gains realizations for the tax year 1986 increased
by 93%, and capital gains revenues surged in FYB7. Because much
of the 1986 increase was borrowed from the future, and because of
the stock market crash of October 1987, capital gains dropped by 50
to 60% in 1987 and revenue collections dropped sharply in late FYBB.
Through residual refund activity, we are still feeling the effects of this
drop in FYB9. Large fluctuations in capital gains helped to boost
revenue growth each year from FYB4 through FYB7, but were
responsible for much of the FYBB downturn.
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Other Federal Effects The transition to new federal tax rules has
had other impacts on revenue collections. Because tax reform made
the Subchapter-S corporate form much more attractive, the cost of
a tax cut enacted by the Legislature in 1985, and originally valued
at $l5 million, suddenly ballooned to $6O million. The Legislature
acted in July to limit the cost of the Subchapter-S tax break.

Federal tax law changes also induced large Massachusetts banks
to write off large amounts of foreign debt holdings. This reduced bank
excise collections in FYBB and, through refunds, in FYB9 as well.

A Corporate Tax Loophole A loophole in our tax statutes
allowed large national and multinational corporations to import
losses incurred in other states to offset Massachusetts earnings. This
loophole cost Massachusetts taxpayers approximately $4O million per
year. It also formed the basis for last June’s Supreme Judicial Court
ruling which required the state to abate taxes to a small group of large
companies. The FYB9 cost of these abatements is now expected to
reach $l4O million. Again, the Legislature acted to close this loophole
in July, and we have already begun to see improvements in
corporation tax collections.

A consideration of these shortfalls leads us to conclude that our
period of poor revenue performance is behind us. We also conclude,
however, that we cannot expect unusually rapid collections growth.
The extraordinary growth of FYB4 through FYB7 reflected both
steady economic growth and a surge in capital gains revenues.
Although we expect economic growth to continue, we believe that we
have seen the end of the housing price surge and the bull market. The
revenue estimates for FYB9 and FY9O, then, reflect a return to normal
patterns of growth.

In adopting a budget for FYB9, the Legislature, with my full
support, responded to the reduction in expected revenue growth by
adopting a budget that was $209 million below the amount 1 originally

Future Revenue Growth

The FYB9 Budget
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proposed in House 1. (See Table I.) To achieve this spending level
the Ways and Means committees made numerous reductions in
planned funding for new initiatives, entitlement spending, and agency
operating costs.

While I support most of the Committee’s actions, when I signed
the budget in July I concluded that it was based on two assumptions
that 1 considered unrealistic.

As noted above, 1 thought it was prudent to adopt a tax revenue
estimate that was $45 million lower than the Conference Committee
estimate.

• Some deficiency appropriations are necessary each year, and are
offset by normal reversions of unspent funds. However, for FYB9
1 recognized the need to immediately set aside $lll million to fund
entitlement programs and public safety agencies that were
inadequately funded in the Conference Committee budget. The
Conference Committee had set aside $35 million for collective
bargaining appropriations; -my action increased the amount
reserved for future needs to a total of $146 million.
To accommodate the lower revenue estimate and the higher

entitlement spending estimate, 1 vetoed $139 million and, as
authorized by Section 9C of Chapter 29 of the General Laws, withheld
allotments of another $5B million, for a total reduction in spending
authorizations of $197 million. Overall, even after setting aside the
additional $lll million to pay for unavoidable entitlement spending,
I cut total spending by $B6 million below the level authorized by the
Conference Committee budget. (See Table I.)

Unexpected spending has not contributed to the problem we face
today. Since July we have taken vigorous action to reduce FYB9
spending even further.

State agencies have cut spending on personnel and other costs to
live within their appropriations. Last spring the Legislature, with my

Spending Has Been Cut

FYB9 Savings Accomplishments
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full cooperation, made substantial reductions in the personnel budgets
of virtually all state agencies. 1175 state positions that were filled in
July are vacant today because of the restrictions I have imposed on
hiring this year. We have also made further progress this year in
reducing employee sick leave usage, achieving a level that is 25% below
the FYB3 rate.

The result of our attrition efforts will be savings of S3O million this
year, and $5O million next year. At the same time, we have hired
additional staff, and will continue to do so, in critical areas: prison
guards, mental health workers, and hazardous waste clean-up staff.

Table 1
*

FYB9 SPENDINGS

Spending Decrease from
(millions) Previous Amount

Proposed in House 1 11,997

Approved by Legislature 11,788 209
Assumed no entitlement deficiencies

After Governor’s July actions 11,702 86
$139 million in vetoes
$5B million in allotment reductions
Set aside $lll million for deficiencies

Governor’s current plan 11,584 118
Increase agency savings targets

by $B5 million
Reduce deficiency estimates

by $33 million

Through the hard work of agency managers, we have been able to
hold the net cost of deficiency recommendations to an amount that
is $33 million below the level we anticipated in July. This reduction
in expected deficiencies is all the more remarkable because of the fact
that the revenue shortfall has increased short-term borrowing costs
substantially.
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As noted above, in July I set aside $146 million to cover the cost
of deficiencies. 1 also assumed that about $165 million of unspent
agency funds (a normal amount based on past years’ experience)
would be available to offset the cost of deficiencies. My total reserve
for deficiencies was therefore $3ll million. Our current estimate of
deficiencies totals $363 million, for a net cost to the state of $278
million after federal reimbursements for Medicaid and other
entitlement spending. The $3ll million we budgeted will more than
cover this net cost.

In December, the Revenue Advisory Board reduced its FYB9 tax
estimate by $3OB million. A few days later, 1 announced a preliminary
plan to deal with the revenue shortfall. The plan included seeking $B5
million in additional reversions from state agencies, raising their
savings targets from $165 million to $250 million. These savings will
come from cuts in personnel and other spending. As part of this plan,
we are taking strong action to reduce discretionary spending in areas
such as overtime, travel, and 03 consultants. Overall, we are cutting
subsidiary 03 spending by 30% from its FYB7 level.

The plan relied on minimizing deficiencies, maintaining the original
$lBO million goal for our tax enforcement initiative, and using the
Stabilization Fund, which was created to deal with such revenue
problems. The plan also acknowledged that revenues will not be
available in FYB9 to allow us to pre-fund FY9O college scholarship
spending. (FY9O scholarships will be fully funded in the FY9O budget.)

The FYB9 Conference Committee budget relied on substantial new
revenue from higher fee collections or new fee increases. My
December plan also included fee increases necessary to meet this
legislative mandate. Most of these fees have already been
implemented. Others will be included in legislation that 1 will
recommend for your consideration later this month.

In total, the plan required $B5 million in higher reversions, and $33
million in lower deficiencies. As a result, planned FYB9 spending is
$llB million below the level I anticipated in July. Adding the $llB
million to the $B6 million cut in July means that planned FYB9

Further Action Taken in December
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spending is now $204 million below the level authorized in the
Conference Committee budget. (See Table I.)

Altogether my vetoes, allotment reductions, agency savings targets,
and controls on personnel spending and deficiencies will reduce the
FYB9 budget by more than $5OO million. (See Table II.) To reiterate,
the problem we face is due to lower-than-anticipated revenue, not
higher-than-anticipated spending.

Table II
Governor’s FYB9 Spending Cuts

s3om Attrition and Layoffs
s2som Agency Savings Targets

ssBm Withheld Allotments

sl39m Vetoes
s33m Controlling Deficiencies

sslom TOTAL SPENDING CUTS

When I announced the plan in December, I said that 1 would review
it again this month. My review of the plan has identified four areas
of concern:

First, although December tax revenues were heartening, they do
not provide any assurance that we will be able to exceed the Revenue
Advisory Board’s tax estimate for FYB9. The Department of
Revenue’s initiative to collect taxes owed to the Commonwealth is
proceeding well. We are confident that it will produce at least $9O
million this year. Assessments of back taxes are on target to secure
the full $lBO million goal. However, actual collections are lagging
behind assessments. As a result, it would be imprudent to assume that
we will collect all ofthe additional $9O million before the end of FYB9.

Second, the December plan called for a $4O million reduction in

The Current Situation
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the projected Medicaid deficiency. As part of our efforts to control
deficiencies, we are already implementing Medicaid initiatives
designed to save $143 million this year. The additional $4O million
may not be achievable this fiscal year.

Third, the plan proposes a variety of non-tax revenue initiatives
to collect $B6 million this year. While we are making progress on these
proposals, it would be more advisable to assume that only $5O million
is collectable this year.

Finally, our solution to the FYB9 problem must put us on a sound
footing as we begin FY9O. We must go forward, not back, in areas
such as FT, providing safer highways, improving care for the mentally
ill, strengthening the economic vitality of our communities,
combatting drug abuse, fighting AIDS, and providing basic health
insurance for all. The laws we have passed and the investments wc
have made in the state’s economy will require increased spending in
FY9O. While revenue will increase in FY9O, additional resources will
be needed if we are to meet the commitments we have already made.

1 have concluded that we must modify the December plan to give
us insurance against the risks outlined above, and to assure that the
FY9O budget contains the resources we need to invest in the future
of Massachusetts.

Therefore, today 1 am filing legislation to raise additional revenues.
My proposals will increase revenues by $l3l million in FYB9, and
by $604 million in FY9O. These proposals are discussed below.

Later this month I will file legislation to implement the features of
the December plan that cannot be accomplished administratively.
This legislation will include the plan’s savings proposals, such as
structural reforms in state employee health insurance plans. The
savings proposals that 1 will file are absolutely necessary for us to
achieve a balanced budget in FYB9 and FY9O. While we seek
additional resources, we must also be certain that every penny of the
taxpayer’s money is spent as efficiently as possible.

The legislation will also include the December plan’s proposals to
enhance federal reimbursements and departmental revenue
collections, such as requiring beverage distributors to return to the
state the revenues they are holding from unclaimed bottle deposits.

The Recommended Solution



HOUSE - No. 2500 [January12

i

As explained above, the problem we face is due to inadequate
revenue, not excessive spending. While revenues are expected to
increase again next year, the Revenue Advisory Board predicts that
taxes will increase by 7.4%, a smaller rate than the expected increase
in personal income. Such an increase will be inadequate to allow us
to keep the commitments we have made to the people of
Massachusetts. The solution to the revenue problem requires us to
restore our revenue base.

The legislation 1 am filing today includes provisions to reform the
tax treatment of capital gains, to increase excise taxes on gasoline,
alcohol and cigarettes, and to close sales tax loopholes. In addition,
the legislation contains a number of provisions to strengthen the
Department of Revenue’s administration and enforcement of the tax
laws. The bill’s revenue provisions include the following:

Under Massachusetts law, capital gains are considered to be
unearned income and are subject to a tax rate of 10%. Currently,
however, only one-half of the value of gains is subject to tax, so that
the effective tax rate is 5%. The capital gains exclusion is a tax break,
or an exception from regular rules of taxation. The preferred
treatment of gains reduces personal income tax revenues by nearly
$3OO million per year, making it one of the largest single tax
expenditure items.

The capital gains tax break clearly favors the very rich. Fully 70%
of this benefit goes to the wealthiest 5% of all taxpayers and 60% to
filers with incomes over $lOO,OOO. I propose replacing the current
capital gains exclusion with an exemption which will protect gains
realized from the sale of qualified Massachusetts investments. This
will preserve those elements of the capital gains exclusion which help
to foster entrepreneurial investments and start-up businesses in
Massachusetts, while eliminating a very expensive tax break for the
very wealthy. These changes, taken together, will generate $265
million in new resources in FY9O.

Revenue Proposals

Reforming Capital Gains
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I propose increasing the gasoline excise from its current 11 cent level
to 17 cents per gallon, an increase of 6 cents per gallon. Additional
increases, of 2 cents each, would take effect in January 1990 and
January 1991. These revenues, which are constitutionally earmarked
for transportation expenses, will help to fund our highway program.
At the current tax rate, Massachusetts has one of the five lowest gaso-
line taxes in the country. Even with the increase, the Commonwealth
will have an effective rate of tax which is about average. In any states,
the effective tax on gasoline is greater than the excise rate because
they have local option taxes on gasoline (10 states), they extend the
sales tax to gasoline (8 states), or both (4 states). This change will
generate $43 million in new resources in FYB9 and $193 million in
FY9O.

I propose raising the cigarette excise to 30 cents per pack, up 4 cents
from the current rate of 26 cents. Revenues from this increase, which
will be dedicated to the Commonwealth’s health and substance abuse
programs, will help to defray the tremendous public costs associated
with tobacco addiction. Last July, legislation was enacted which
extended the sales tax to cigarettes. Currently, 40 states nearly
every state with a sales tax includes cigarettes in the base of
taxable sales. The proposed change will generate $6 million in new
resources in FYB9 and $2O million in FY9O.

I propose a 50% increase in excises on alcoholic beverages. This
increase, also dedicated to health and drug programs, will restore
about one-half of the inflationary erosion in the revenue base which
has occurred since the excise was last raised in 1975. Currently, the
alcohol tax rates in Massachusetts are among the lowest of any
state 43rd for beer and 42nd for wine. Even with this increase,
the Commonwealth’s rates will be low - moving to 34th for wine
and 41 st for beer. This change will generate $8 million in newresources
in FYB9 and $3 million in FY9O.

Gasoline

Cigarettes

Alcoholic Beverages
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1 propose to repeal two current sales tax exemptions. Under the
initiative, purchases by utility companies will no longer enjoy tax-
exempt status, putting them roughly on a par with commercial
establishments. In addition, 1 propose to repeal the current exemption
for interstate telephone and telecommunications charges. These
changes will generate $l4 million in additional revenues in FYB9 and
$BO million in FY9O. A portion of the sales tax, at least equaling the
value of this increase, will help fund the costs of the Commonwealth’s
environmental protection programs.

Under current law, unemployment insurance tax rates are
scheduled to increase this year. These rates depend upon the ratio of
fund balances to wages, and are set automatically. I propose to divert
1/3 of this scheduled increase, a total of $l4 million in FYB9 and $l9
million in FY9O, into the newly created Reemployment and Job
Placement Fund. In order to maintain the stability of the U.l. Trust
Fund, $5 million of the diversion will be invested in new claims-
reducing reemployment services in FY9O. This marks the first time
that unemployment insurance taxes will be used to provide services
aimed at reducing total benefit costs. The net gain from this diversion
will be $l4 million in both FYB9 and FY9O.

Finally, 1 propose to change the rule for filing of corporate
estimated payments, placing a greater weight on the first payment.
This change will help us to track the performance of the corporation
excise more closely. It will not increase the tax liabilities of business
corporations in Massachusetts, but will generate $46 million in new
resources for FYB9.

We have responded to the revenue shortfalls of the past two fiscal
years by making substantial reductions in government spending. We
will continue to work hard to get every ounce of value from the dollars

Eliminating Sales Tax Loopholes

Unemployment Insurance Trust Fund

Corporate Rules Change
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we spend, but we must and we will go forward to build a future of
opportunity for every one of our citizens. We must act now to make
continued progress possible next year.

1 request your careful consideration of this matter, and urge your
prompt and favorable action.

Respectfully submitted

Michael S. Dukakis,
Governor.
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In the Year One Thousand Nine Hundred and Eighty-Nine

An Act increasing and improving the administration of the
REVENUES OF THE COM MON WEALTH.

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

1 SECTION I. Subsection (c) of section 2 of chapter 62 of the
2 General Laws, as appearing in the 1986 Official Edition, is hereby
3 amended by striking out paragraph (3) and inserting in place
4 thereof the following;
5 (3) A deduction from any net long-term capital gain equal to
6 the allowed percentage of the amount of any long-term capital
7 gain from primary investments in a corporation or corporations
8 doing business in Massachusetts and included in the calculation
9 of such net long-termcapital gain. For purposes of this paragraph,

10 the following terms shall have the following meanings:
I I “Primary investment”, the purchase by the taxpayer of stock,
12 a security that is convertible into stock, or rights or warrants to
13 purchase stock of a corporation doing business in Massachusetts
14 which receives the entire proceeds, after expenses, paid by the
15 purchasing taxpayer and which is certified by such corporation
16 at the time of the investment as an investment which will create
17 jobs in Massachusetts. If a stock issuance includes any stock which
18 does not constitute a primary investment, the amount of the gain
19 or loss from such investment which may be claimed under this
20 paragraph shall be the same proportion of the total gain as the
21 amount of stock which qualifies as a primary investment bears
22 to the total amount of the stock issued. Any corporation issuing
23 stock with such a certification shall immediately notify the
24 commissioner stating the following: the name of the corporation.
25 the amount and date of the stock issued, the percentage of the
26 amount issued which qualifies as a primary investment under this
27 paragraph, and the number of Jobs which the proceeds of the issue

®fje Commontoealtf) of fflawadfjuaette
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28 are expected to create in Massachusetts. In addition, such
29 corporation shall, annually during the life of the issue, at the time
30 of filing its return under the provisions of chapter sixty-three,
31 include a statement of the information shown above and a
32 statement as to the number of jobs which were, in fact, created
33 and were in existence at the end of the last taxable year of the
34 corporation. Notwithstanding the provisions of section twenty-
-35 one of chapter sixty-two C, the information so provided shall be
36 a public record.
37 In any case where stock eligible under this paragraph is
38 transferred, the transferee shall be eligible for a deduction under
39 this paragraph only if his basis in the stock is determined by
40 reference to the transferor’s basis. In any case where stock eligible
41 under this section is exchanged for other stock, the stock shall
42 continue to be eligible only if its basis is determined by reference
43 to the basis of the stock exchanged. Stock received in stock splits,
44 stock dividends, and similar adjustments on stock which are
45 eligible under this paragraph shall also be eligible after
46 appropriate adjustment of basis and providing such adjustments
47 are not taxable transactions.
48 “Corporation doing business in Massachusetts”, any corpora-
-49 tion, domestic or foreign, which at the end of its last preceding
50 fiscal year and at the time of issuance of stock which qualifies in
51 whole or in part as a primary investment, was deemed to be a
52 manufacturing corporation or a research and development
53 corporation within the meaning of sections thirty-eight Cor forty-
-54 two B of chapter sixty-three, provided, however, that if the
55 corporation had no prior fiscal year, its classification as a
56 corporation will be determined by the commissioner as of the date
57 of issuance of such stock.
58 “Allowed percentage”, the per cent of any long-term capital gain
59 from a primary investment in a corporation or corporations doing
60 business in Massachusetts which is allowed as a deduction from
61 any net long-term gain determined according to the length of time
62 such primary investment had been held by the taxpayer. For such
63 investments held for ten years or more, the allowed percentage
64 shall be seventy-five per cent; for such investments held for five
65 years but less than ten years, fifty per cent; for such investments
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66 held for more than one year but less than five years, twenty-five
67 per cent.

1 SECTION 2. Section lof said chapter 62C, as so appearing,
2 is hereby amended by striking out the definition of “Promoter”
3 and inserting in place thereof the following definition;
4 “Promoter”, a person who, either directly or indirectly, rents,
5 leases or grants a license to use space to any person for the display
6 for sale or for the sale of tangible personal property subject to
7 tax under chapter sixty-four H, at one or more shows during the
8 calendar year, or who operates one or more shows during the
9 calendar year.

1 SECTION 3. Section 7 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the first sentence and inserting
3 in place thereof the following sentence; Every partnership,
4 other than a corporate trust as defined in chapter sixty-two,
5 engaged within the commonwealth in any business, activity or
6 transaction, whether or not it maintains an office or place of
7 business within the commonwealth, shall file, on or before the
8 fifteenth day of the fourth month following the close of each
9 taxable year, an information return sworn to by a member of the

10 partnership.

1 SECTION 4. Section 19 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the last paragraph and inserting
3 in place thereof the following paragraph:
4 Failure to pay ninety per cent of the tax due with respect to
5 returns required by this chapter on or before the date the tax
6 imposed is required to be paid shall void any extension of time
7 and the return shall be subject to penalty as a late return.

1 SECTION 5. Section 24 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the first paragraph and inserting
3 in place thereof the following paragraph:
4 For purpose of ascertaining the correctness of any return,
5 making a return where none has been made, determining the
6 liability of any person for any tax or the liability of any transferee
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7 or fiduciary of any person in respect of any tax, or collecting any
8 such liability, the commissioner or his duly authorized
9 representative is authorized to examine any books, papers,

10 records, or other data which may be relevant or material to such
11 inquiry or to an inquiry into any offense connected with the
12 administration or enforcement of any tax.

1 SECTION 6. Subsection (b) of section 26 of said chapter 62C,
2 as so appearing, is hereby amended by adding at the end thereof
3 the following sentence: If, however, the person to be assessed
4 agrees to the assessment or waives the thirty-day period, the
5 proposed assessment may be made at any time after notice of
6 intention to assess is given to such person.

1 SECTION 7. Subsection (d) of section 26 of said chapter 62C,
2 as so appearing, is hereby amended by adding at the end thereof
3 the following sentence: In the event that any person gives to
4 another a false or fraudulent certificate under the provisions of
5 chapter sixty-four H or sixty-four I known by such person to be
6 false or fraudulent as to any material matter, the commissioner
7 may assess any sales or use tax resulting therefrom at any time.

1 SECTION 8. The first sentence of subsection (h) of section 26
2 of said chapter 62C, as appearing in section 8 of chapter 202 of
3 the acts of 1988, is hereby amended by striking out, at the end
4 thereof, the words “return was filed” and inserting in place thereof
5 the following words: date the return was filed or the date it
6 was required to be filed, whichever occurs later.

1 SECTION 9. The first sentence of subsection (i) of section 26
2 of said chapter 62C, as so appearing, is hereby amended by
3 striking out, at the end thereof, the words “return was filed” and
4 inserting in place thereof the following words; date the return
5 was filed or the date it was required to be filed, whichever occurs
6 later.

1 SECTION 10. Section 29 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the first sentence and inserting
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3 in place thereof the following sentence; - If the commissioner
4 believes that the assessment or collection of any tax will be
5 jeopardized by delay, he shall, whether or not the time otherwise
6 prescribed by law for making return and paying such tax has
7 expired, immediately assess such tax together with all interest and
8 penalties, as provided by law.

1 SECTION 11. Said chapter 62C of the General Laws, as
2 appearing in the 1986 Official Edition, is hereby amended by
3 striking out section 30 and inserting in place thereof the following
4 section:
5 Section 30. (a) If the federal taxable income of a person subject
6 to taxation under chapter sixty-two is finally determined by the
7 federal government to be different from the taxable income as
8 originally reported, such final determination shall be reported,
9 accompanied by payment of any additional tax due with interest

10 as provided in section thirty-two, to the commissioner within one
1 I year ofreceipt of notice of such final determination. If the taxable
12 income of a person subject to taxation under chapter sixty-three
13 is finally determined by the federal government to be different
14 from the taxable income as originally reported, such final
15 determination shall be reported, accompanied by payment of any
16 additional tax due with interest as provided in section thirty-two,
17 to the commissioner within three months of receipt of notice of
18 such final determination. If the federal taxable estate of an estate
19 subject to taxation under chapter sixty-five Cis finally determined
20 by the federal government to be different from the taxable estate
21 as originally reported, such final determination shall be reported,
22 accompanied by payment of any additional tax due with interest
23 as provided in section thirty-two, to the commissioner within two
24 months ofreceipt of notice of such final determination. The report
25 shall include a statement of the reasons for the difference in such
26 form as the commissioner may require. Any additional tax and
27 interest thereon shown upon any such report shall be deemed to
28 be assessed at said amount at the time when such report is filed.
29 (b) If from such report or upon investigation it shall appear
30 that any tax under chapters sixty-two or sixty-five C or that the
31 tax with respect to income under chapter sixty-three has not been
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fully assessed, the commissioner shall, notwithstanding the three-
year limitation in section twenty-six, assess an additional tax, if
any, with respect thereto, with interest as provided in
section thirty-two. An assessment under this subsection shall be
made in the manner provided in section twenty-six (b) within one
year of the receipt of such report or within two years of the receipt
by the commissioner of information from the federal government
that it has made a final determination of such person’s federal
taxable income or of the federal taxable estate different from that
report where no report is filed with the commissioner and shall
be limited to changes in such person’s tax liability under
chapter sixty-two, sixty-three or in such estate’s tax liability under
chapter sixty-five C arising out of or related to the items which
resulted in the change in federal taxable income or in the federal
taxable estate.

32
33
34
35

36
37
38
39
40
41
42
43
44
45
46

(c) If. as a result of the change by the federal government in
a person’s federal taxable income or in a federal taxable estate,
such person or estate believes that a lesser tax was due the
commonwealth than was paid, such person or estate may apply
in writing to the commissioner, on a form approved by him for
use under this section, for an abatement thereof within one year
of the date of notice of such final determination by the federal
government. The commissioner shall not be limited in his
consideration of such application to the items which comprise the
federal change but shall abate only such portion of the tax assessed
or paid as exceeds the proper tax due under chapters sixty-two,
sixty-three or sixty-five C, as the case may be.

47
48
49
50
51
52
53
54
55
56
57
58
59 (d) Any person or estate failing to comply with the provisions

of subsections (a) and (b) shall be assessed the penalties applicable
to returns and taxes under sections twenty-eight and thirty-three,
said penalty to become part of the additional tax found due. For
reasonable cause shown, the commissioner may, in his discretion,
abate such penalty in whole or in part.

60
61
62
63
64
65 For purposes of this section, the term “person” shall include

any individual, partnership, trust, corporate trust or any other
fiduciary subject to taxation under chapters sixty-two or sixty-
five C, or any corporation subject to taxation under chapter sixty-
three.

66
67
68
69
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1 SECTION 12. Section 33 of said chapter 62C, as so appearing,
2 is hereby amended by striking out subsection (a) and inserting in
3 place thereof the following subsection:
4 (a) If any return is not filed with the commissioner on or before
5 its due date or within any extension of time granted by him, there
6 shall be added to and become part of the tax, as an additional
7 tax, a penalty of one per cent of the amount required to be shown
8 as the tax on such return for each month or fraction thereof during
9 which such failure continues, not exceeding, in the aggregate,

10 twenty-five per cent ofsaid amount; provided, however, that such
11 penalty shall not be less than one hundred dollars, or ten per cent
12 of the amount required to be shown as the tax on such return,
13 whichever sum is the lesser.

1 SECTION 13. Said chapter 62C, as so appearing, is hereby
2 amended by inserting, after section 33 A, the following section:
3 Section 338. (a) If any part of any underpayment, as
4 hereinafter defined, is due to negligence or disregard of rules and
5 regulations (but not due to fraud), there shall be added to the tax
6 an amount equal to the sum of (i) five per cent of the
7 underpayment and (ii) an amount equal to fifty per cent of the
8 interest payable under section thirty-two with respect to the
9 portion of such underpayment which is attributable to negligence

10 for the period beginning on the last date prescribed by law for
11 payment of such underpayment (determined without regard to
12 any extension) and ending on the date of the assessment of the
13 tax (or, if earlier, the date of payment of the tax).
14 (b) For purposes of this section, the term “negligence” includes
15 any failure to make a reasonable attempt to comply with the
16 provisions of this chapter or the statutes referred to in section two;
17 the term “disregard” includes any careless, reckless or intentional
18 disregard; and the term “underpayment” means the amount by
19 which the tax exceeds the excess of the sum of (i) the amount
20 shown as the tax by the taxpayer upon his return (determined
21 without regard to any credit for an overpayment for a prior
22 period), if a return was made by the taxpayer within the time
23 prescribed for filing such return (determined with regard to any
24 extension of time for such filing) and an amount was shown as
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25 the tax by the taxpayer thereon, plus (ii) any amount, not shown
26 on the return, paid in respect of such tax, over the amount of
27 rebates made. “Rebate” means so much of an abatement, credit,
28 refund or other repayment, as was made on the ground that the
29 tax imposed was less than the excess of the amount specified in
30 clause (i) of this subsection over the rebates previously made.
31 Section 33C. If any payment of tax, interest or penalty to the
32 commissioner is less than the full liability of the taxpayer, the
33 payment shall first be applied to the liability for the earliest tax
34 period and, within the tax period, it shall be applied in the
35 following order: interest, penalty, fee and tax.
36 Section 33D. If any tax, including interest, penalty or fee that
37 may be included in the assessment, is not paid to the commissioner
38 on or before the date it is due, there shall be automatically added
39 to, and become a part of such tax without further action by the
40 commissioner, interest at the rate of eighteen per cent per annum
41 and any penalty imposed under subsection (c) of section thirty-
-42 three.

1 SECTION 14. Section 36 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the first sentence and inserting
3 in place thereof the following sentence; If, on the verification
4 of a return or otherwise, but within the assessment periods
5 provided by sections twenty-six to twenty-eight, inclusive, the
6 commissioner determines upon the completion of his audit of said
7 return that an overpayment of the full amount of any tax, and
8 interest and penalties thereon, due with respect to such return has
9 been made by the taxpayer, the amount of such overpayment may,

10 in his discretion, be deducted from any unpaid amount of any
11 other taxes due from the taxpayer.

1 SECTION 15. Said section 36 of said chapter 62C, as so
2 appearing, is hereby amended by striking out the last paragraph
3 and inserting in place thereof the following paragraph;
4 An application for credit or refund of an overpayment of any
5 tax shall be filed by the taxpayer within two years from the time
6 such tax was paid.
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1 SECTION 16. Said chapter 62C, as so appearing, is hereby
2 amended by inserting after section 36A the following section;
3 Section 368, If an item was included in gross income for a prior
4 taxable year (or years) under chapter sixty-two or chapter sixty-
-5 three because it appeared that the taxpayer had an unrestricted
6 right to such item at such time and it was established after the
7 close of such taxable year (or years) that the taxpayer did not have
8 an unrestricted right to such item or portion of such item, the
9 taxpayer shall be allowed a deduction for the taxable year with

10 respect to such item; provided that the following conditions are
11 met;

12 (I) The time for adjusting the assessment of such prior taxable
13 year (or years) under section thirty-seven had expired prior to the
14 determination that the taxpayer did not have such unrestricted
15 right;
16 (2) The amount of such deduction exceeds three thousand
17 dollars; and
18 (3) The reduction in tax resulting from such deduction does not
19 exceed the additional tax accruing in the prior taxable year (or
20 years) from the inclusion of such item.

1 SECTION 17. Section 37 of said chapter 62C, as so appearing,
2 is hereby amended by striking out the first paragraph and inserting
3 in place thereof the following paragraphs; -

4 Any person aggrieved by the assessment of a tax, other than
5 a tax assessed under chapters sixty-five or sixty-five A, or under
6 section thirty of this chapter, may apply in writing to the
7 commissioner, on a form approved by him, for an abatement
8 thereof at any time, within three years from the last day for filing
9 the original return for such tax, determined without regard to any

10 extension of time, within two years from the date the tax was
11 assessed or deemed to be assessed, or within one year from the
12 date that the tax was paid, whichever is later. When application
13 is made within two years of assessment, but beyond three years
14 from the filing of the original return, only issues arising out of
15 or related to the assessment may be raised, and an abatement may
16 be granted only to the extent of the assessment.
17 Where a person has failed to file a return required by this
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18 chapter and the commissioner has assessed a tax upon his best
19 information and belief, such person may, if aggrieved by such
20 assessment, apply for an abatement of any unpaid portion of such
21 tax even though the foregoing time periods provided for in the
22 first paragraph have expired. In such a case, however, the
23 commissioner’s consideration of such application shall be wholly
24 discretionary and his decision upon such application if he chooses
25 to act thereon shall be final. The applicant shall have no right of
26 appeal under section thirty-nine or under any other provision of
27 law.

1 SECTION 18. Said chapter 62C, as so appearing, is hereby
2 further amended by striking out section 38, and inserting in place
3 thereof the following section:
4 Section 38. No tax assessed on any person liable to taxation
5 shall be abated unless the person assessed shall have filed, at or
6 before the time of bringing his application for abatement, a return
7 as required by this chapter for the period to which his application
8 relates. If such person has (i) filed a false or fraudulent return,
9 or (ii) having filed an incorrect or insufficient return fails, after

10 notice and without good cause, to file a proper return, the
11 commissioner shall not abate the tax below double the amount
12 for which the person assessed was properly taxable under this
13 chapter.

1 SECTION 19. The first sentence of subsection (a) of section 50
2 of said chapter 62C, as so appearing, is hereby amended by adding
3 at the end thereof the following words; at the time it arises
4 and to any such property and rights to property that are acquired
5 by such person during the existence of the lien.

1 SECTION 20. Subsection (b) of section 50 of said chapter 62C,
2 as so appearing, is hereby amended by adding at the end thereof
3 the following paragraph;
4 The lien provided by this section shall have priority over any
5 prior recorded attachments unless the execution is obtained and
6 recorded by the holder of such attachment prior to the recording
7 of the lien provided by this section.
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1 SECTION 21. Subsection (e) of section 50 of said chapter 62C,
2 as so appearing, is hereby amended by adding at the end thereof
3 the following paragraph:
4 In any action to enforce a lien against property in which
5 individuals, other than the tax delinquent, have an interest in the
6 property, all persons having liens upon or claiming an interest in
7 the property shall be made parties thereto. The court shall, after
8 parties have been duly notified of the action, proceed to determine
9 all matters involved therein and to determine the merits of all

10 claims to and liens upon said property. In any case in which a
11 tax lien of the commonwealth is established, notwithstanding any
12 other laws to the contrary, the court may decree a sale of such
13 property and a distribution of the proceeds according to the
14 findings of the court in respect to the interests of the parties and
15 the commonwealth therein.

1 SECTION 22. Section 67A of said chapter 62C, as so
2 appearing, is hereby amended by adding the following sub-
-3 section:
4 (f) Any promoter who fails to file a notice of a show, operates
5 a show without a registration certificate, fails to file a report of
6 show, or files late, files a report which is false or fails to comply
7 with any provision of this chapter or any regulation promulgated
8 by the commissioner pertaining to shows, shall be liable to a
9 penalty of up to one thousand dollars. Such penalty shall be paid

10 upon notice by the commissioner and shall be assessed and
11 collected in the same manner as a tax. For good and sufficient
12 cause, such penalty may be waived or abated by the commissioner
13 in whole or in part.

1 SECTION 23. Section 79 of said chapter 62C, as so appearing,
2 is hereby amended by adding at the end thereof the following
3 subsection;
4 (e) Any interest, penalty or addition to tax imposed by this
5 chapter shall be computed upon the amount of tax exclusive of
6 any interest, penalty or addition to tax that may be assessed as

7 a part thereof. Interest under section thirty-two shall be imposed
8 upon any assessed penalty; however, no interest shall be imposed
9 upon any assessed interest.
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SECTION 24. Paragraph (5) of section 30 of chapter 63 of the
General Laws, as amended by section 10 of chapter 202 of the
acts of 1988, is hereby further amended by adding at the end
thereof the following clause: -

7

3
4

(c) Methods of accounting adopted or elected under the
provisions of the federal Internal Revenue Code, as amended and
in effect for the taxable year, for the purpose of determining gross
income or the deductions allowable under said Code shall be
deemed adopted or elected for purposes of this chapter.

5
6
7
8
9

SECTION 25. Section 32C of said chapter 63, as appearing in
the 1986 Official Edition, is hereby amended by adding the
following paragraph;

7

3
For purposes of determining a corporation’s excise in applying

the limitations set forth in this section, the combined net income
determined under section thirty-two B shall be allocated to each
participating corporation in proportion to its taxable net income
apportioned to this commonwealth.

4
5
6
7
8

SECTION 26. Said chapter 63, as so appearing, is hereby
amended by inserting after section 33 the following section:2

3 Section 33A. In any case of two or more domestic business
corporations, foreign corporations, other organizations, trades or
businesses (whether or not incorporated, whether or not organized
in the United States, and whether or not affiliated) owned or
controlled directly or indirectly by the same interests, the
commissioner may, in addition to his authority under sections
thirty-three and thirty-nine A, distribute, apportion, or allocate
gross income, deductions, credits, or allowances between or
among such corporations, organizations, trades, or businesses, if
he determines that such distribution, apportionment, or allocation
is necessary in order to prevent evasion of taxes or to reflect clearly
the income of any of such corporations, organizations, trades or
businesses. In the case of any transfer (or license) of intangible
personal property (within the meaning of section nine hundred
and thirty-six (h) (3) (B) of the Federal Internal Revenue Code,
as amended and in effect for the taxable year, the income with
respect to such transfer or license shall be commensurate with the

4
5
6
7
8
9

10
II
12
13
14
15
16
17
18
19
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20 income attributable to the intangible. In the administration of this
21 provision, the commissioner may establish by regulation such
22 rules as are necessary and may also rely upon and utilize the
23 regulations, rulings and decisions issued or made pursuant to
24 section four hundred and eighty-two of the federal Internal
25 Revenue Code, as amended and in effect for the taxable year.

1 SECTION 27. Subsection (d) of section 38 of said chapter 63,
2 as so appearing, is hereby amended by inserting after the first
3 sentence the following sentence: For purposes of this
4 subsection, the word “used” shall mean only property that is
5 actually used or available for immediate use by the corporation
6 during the taxable year.

1 SECTION 28. Subsection (i) of section 38 of said chapter 63,
2 as so appearing, is hereby amended by striking out, in line 161,
3 the word, “consolidated” and inserting in place thereof the
4 word: combined.

1 SECTION 29. Chapter 638 of the General Laws, as appearing
2 in the 1986 Official Edition, is hereby amended by striking out
3 sections 2,3, and 4, and inserting in place thereof the following
4 sections:
5 Section 2. Every corporation which in any taxable year can
6 reasonably expect to have an estimated tax for such taxable year
7 in excess of one thousand dollars shall make payments of
8 estimated tax pursuant to sections three through five, inclusive.
9 Section 13. (a) Except as otherwise provided in this section, in

10 the case of any underpayment of estimated tax, there shall be
I 1 added to the tax due under chapter sixty-three, or any act in lieu
12 thereof, and under any act in addition thereto, for the taxable year
13 an amount determined at the rate of eighteen per cent per annum
14 upon the amount of the underpayment for the period of the under-
-15 payment.
16 (b) For purposes of subsection (a), the amount of the
17 underpayment shall be the excess of the required installment over
18 the amount, if any, of the installment paid on or before the due
19 date for the installment; and the period of the underpayment shall
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run from the due date for the installment to the fifteenth day of
the third month following the close of the taxable year, or with
respect to any portion of the underpayment, the date on which
such portion is paid, whichever is the earlier. A payment of
estimated tax shall be credited against unpaid required
installments in the order in which such installments are required
to be paid.

20
21
99

23
24
25
26

(c) For purposes of this chapter, there shall be four required
installments for each taxable year, except as otherwise provided
by this chapter. The first installment shall be paid on or before
the fifteenth day of the third month of the taxable year and shall
be equal to forty per cent of the required annual payment; the
second installment shall be paid on or before the fifteenth day of
the sixth month of the taxable year and shall be equal to twenty-
five per cent of the required annual payment; the third installment
shall be paid on or before the fifteenth day of the ninth month
of the taxable year and shall be equal to twenty-five per cent of
the required annual payment; and the fourth installment shall be
paid on or before the fifteenth day of the twelfth month of the
taxable year and shall be equal to the remaining ten per cent of
the required annual payment. Except as otherwise provided in this
subsection, the term “required annual payment” means the lesser
of:

27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43 (i) ninety per cent of the tax shown on the return for the taxable

year (or, if no return is filed, ninety per cent of the tax for such
year), or

44
45

(ii) one hundred per cent of the tax shown on the return of the
corporation for the preceding taxable year, or

46
47

(iii) ninety per cent of the tax for the taxable year (or, if no
return is filed, ninety per cent of the tax for such year) determined
by using the income apportionment percentage, if any, applicable
for the preceding taxable year in computing its net income subject
to tax under chapter sixty-three.

48
49
50
51
52
53 Clause (ii) shall not apply in the case of a large corporation,

as defined in section sixty-six hundred and fifty-five (g) of the
federal Internal Revenue Code as amended and in effect for the
taxable year. The preceding sentence shall not apply for purposes
of determining the amount of the first required installment for

54
55
56
57
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58 any taxable year; provided, however, any reduction in such first
59 installment by reason of this provision shall be recaptured by
60 increasing the amount of the next required installment by the
61 amount of such reduction.
62 Section 4. The first required installment of estimated tax shall
63 be paid on or before the fifteenth day of the third month of the
64 taxable year, except that if the requirements of section two are
65 first met: (a) after the last day of the second month and before
66 the first day of the sixth month of the taxable year, the first
67 required installment shall be paid on or before the fifteenth day
68 of the sixth month of the taxable year; (b) after the last day of
69 the fifth month and before the first day of the ninth month of
70 the taxable year, the first required installment shall be paid on
71 or before the fifteenth day of the ninth month of the taxable year;
72 or (c) after the last day of the eighth month and before the first
73 day of the twelfth month of the taxable year, the first required
74 installment shall be paid on or before the fifteenth day of the
75 twelfth month of the taxable year.
76 Section 4A. If the first required installment of estimated tax
77 is paid after the fifteenth day of the third month of the taxable
78 year and is required by section four to be paid on or before the
79 fifteenth day of the sixth month of the taxable year, sixty per cent
80 of the estimated tax shall be paid; the second required installment
8! shall be paid on or before the fifteenth day of the ninth month
82 of the taxable year and shall be equal to twenty-five per cent of
83 the estimated tax; and the last installment shall be paid on or
84 before the fifteenth day of the twelfth month of the taxable year
85 and shall be equal to the remaining ten per cent of the estimated
86 tax.
87 If the first required installment of estimated tax is paid after
88 the fifteenth day of the sixth month of the taxable year and is
89 required by section four to be paid on or before the fifteenth day
90 of the ninth month of the taxable year, ninety per cent of the
91 estimated tax shall be paid; and the last installment shall be paid
92 on or before the fifteenth day of the twelfth month of the taxable
93 year and shall be equal to the remaining ten per cent of the
94 estimated tax.
95 If the first required installment of estimated tax is paid after
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96 the fifteenth day of the ninth month of the taxable year and is
97 required by section four to be paid on or before the fifteenth day
98 of the twelfth month of the taxable year, the estimated tax shall
99 be paid in full on or before the fifteenth day of the twelfth month

100 of the taxable year.

SECTION 30. Said chapter 638, as so appearing, is hereby
amended by striking out sections 6 and 7.7

SECTION 31. Section I of chapter 64A of the General Laws,
as appearing in the 1986 Official Edition, is hereby amended by
striking out subsection (I) and inserting in place thereof the
following:

7

3
4

(1) “Tax per gallon”, fifteen and one-half percent of the average
price, as determined by the commissioner for each calendar
quarter, computed to the nearest tenth of a cent per gallon;
provided, however, that such tax shall not be less than seventeen
cents per gallon.

5
6
7
8
9

SECTION 32. Said section 1 of said chapter 64A is hereby
further amended by striking out subsection (I), as inserted by
section 31 of this act, and inserting in place thereof the
following:

2
3

4
5 (1) “Tax per gallon”, seventeen and two-tenths percent of the

average price, as determined by the commissioner for each
calendar quarter, computed to the nearest tenth of a cent per
gallon; provided, however, that such tax shall not be less than
nineteen cents per gallon.

6
7
8
9

SECTION 33. Said section I of chapter 64A is hereby further
amended by striking out subsection (1), as inserted by section 32
of this act, and inserting in place thereof the following:

7

3
(1) “Tax per gallon”, nineteen and one-tenth percent of the

average price, as determined by the commissioner for each
calendar quarter, computed to the nearest tenth of a cent per
gallon; provided, however, that such tax shall not be less than
twenty-one cents per gallon.

4
5

6
7
8
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1 SECTION 34. Said chapter 64A, as so appearing, is hereby
2 amended by striking out section 13 and inserting in place thereof
3 the following:
4 Section 13. All sums received under the excise imposed in
5 section four, and relative penalties, forfeitures, interest, costs of
6 suits and fines, less all amounts for reimbursement under sections
7 seven and seven A, shall be credited as follows: -

8 (a) Seventy-five and nineteen hundredths per cent shall be
9 credited to the Highway Fund.

10 (b) Whereas not less than ten hundredths of one per cent of
1 I the excise imposed by section four is obtained from the sale or
12 importation of fuel used in producing or generating power for the
13 operation of watercraft of every description, except seaplanes,
14 said amount shall be credited to the Inland Fisheries and Game
15 Fund established by section two of chapter one hundred and
16 thirty-one.

17 (c) Nine and seventy-one hundredths per cent shall be credited
18 to the Highway Fund and used solely for reimbursing cities and
19 towns for the cost incurred in constructing, maintaining and
20 policing city or town streets or roads as provided in section thirty-
-21 one of chapter eighty-one, provided, that one-half of said amount
22 shall be used solely for projects for the construction, reconstruc-
-23 tion and improvement, including surface treatments, so-called, of
24 town and county ways under subdivision (a) of clause (2) of
25 section thirty-four of chapter ninety, said funds to be in addition
26 to any matching funds as may be provided by cities and towns;
27 and provided, further, that said one-half of said amount shall not
28 be subject to assessment under the provisions of section twenty
29 of chapter fifty-nine.
30 (d) Fifteen per cent shall be credited to the General Fund and
31 used solely for the payment of cost of construction, reconstruc-
-32 tion, operation, maintenance and repair of mass transportation
33 line and for other mass transportation purposes.

1 SECTION 35. Said chapter 64A is hereby further amended by
2 striking out section 13, as inserted by section 34 of this act, and
3 inserting in place thereof the following:
4 Section 13. All sums received under the excise imposed in
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section four, and relative penalties, forfeitures, interest, costs of
suits and fines, less all amounts for reimbursement under sections
seven and seven A, shall be credited as follows; -

5
6
7

(a) Seventy-six and twenty-three hundredths per cent shall be
credited to the Highway Fund.

8
9

(b) Whereas not less than nine hundredths of one per cent of
the excise imposed by section four is obtained from the sale or
importation of fuel used in producing or generating power for the
operation of watercraft of every description, except seaplanes,
said amount shall be credited to the Inland Fisheries and Game
Fund established by section two of chapter one hundred and
thirty-one.

10
II
12
13
14
15
16

(c) Eight and sixty-eight hundredths per cent shall be credited
to the Highway Fund and used solely for reimbursing cities and
towns for the cost incurred in constructing, maintaining and
policing city or town streets or roads as provided in section thirty-
one of chapter eighty-one, provided, that one-half of said amount
shall be used solely for projects for the construction, reconstruc-
tion and improvement, including surface treatments, so-called, of
town and county ways under subdivision (a) of clause (2) of
section thirty-four of chapter ninety, said funds to be in addition
to any matching funds as may be provided by cities and towns;
and provided, further, that said one-half of said amount shall not
be subject to assessment under the provisions of section twenty
of chapter fifty-nine.

17
18
19

20
21

23
24
25
26
27
28
29
30 (d) Fifteen per cent shall be credited to the General Fund and

used solely for the payment of cost of construction, reconstruc-
tion, operation, maintenance and repair of mass transportation
line and for other mass transportation purposes.

31
32

SECTION 36. Said chapter 64A is hereby further amended by
striking out section 13, as inserted by section 35 of this act, and
inserting in place thereof the following;

1

3
4 Section 13. All sums received under the excise imposed in

section four, and relative penalties, forfeitures, interest, costs of
suits and fines, less all amounts for reimbursement under sections
seven and seven A, shall be credited as follows: -

5

6

8
9

(a) Seventy-seven and six hundredths per cent shall be credited
to the Highway Fund.
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10 (b) Whereas not less than eight hundredths of one per cent
11 of the excise imposed by section four is obtained from the sale
12 or importation of fuel used in producing or generating power for
13 the operation of watercraft of every description, except seaplanes,
14 said amount shall be credited to the Inland Fisheries and Game
15 Fund established by section two of chapter one hundred and
16 thirty-one.
17 (c) Seven and eighty-six hundredths per cent shall be credited
18 to the Highway Fund and used solely for reimbursing cities and
19 towns for the cost incurred in constructing, maintaining and
20 policing city or town streets or roads as provided in section thirty-
-21 one of chapter eighty-one, provided, that one-half of said amount
22 shall be used solely for projects for the construction, reconstruc-
-23 tion and improvement, including surface treatments, so-called, of
24 town and county ways under subdivision (a) of clause (2) of
25 section thirty-four of chapter ninety, said funds to be in addition
26 to any matching funds as may be provided by cities and towns;
27 and provided, further, that said one-half of said amount shall not
28 be subject to assessment under the provisions of section twenty
29 of chapter fifty-nine.
30 (d) Fifteen per cent shall be credited to the General Fund and
31 used solely for the payment of cost of construction, reconstruc-
-32 tion, operation, maintenance and repair of mass transportation
33 lines and for other mass transportation purposes.

1 SECTION 37. Section 6 of chapter 64C of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking out in line 3 the word “thirteen” and inserting in place
4 thereof the word: fifteen.

1 SECTION 38. Section 28 of said chapter 64C, as so appearing,
2 is hereby amended by striking out in line 4 the words “sixty-nine”
3 and inserting in place thereof the words: ninety-four; and by
4 adding at the end of subsection (b) the words: provided, that no
5 less than sixteen per cent of the amount so credited shall be used
6 to defray expenditures for programs to improve the health of the
7 citizens of the commonwealth or to provide better health care for
8 the physically and mentally ill citizens of the commonwealth.
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1 SECTION 39. Section 13 of chapter 64E of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking out in line 3 the words “eleven and seventy-six” and
4 inserting in place thereof the words: seven and sixty-one.

1 SECTION 40. Said section 13 of said chapter 64E, as amended
2 by section 39 of this act, is hereby amended by striking out in line 3
3 the words “seven and sixty-one” and inserting in place thereof the
4 words: six and eighty-one.

1 SECTION 41. Said section 13 of said chapter 64E, as amended
2 by section 40 of this act, is hereby amended by striking out in line 3
3 the words “six and eighty-one” and inserting in place thereof the
4 words: six and sixteen.

1 SECTION 42. Section 14 of chapter 64F of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking out in line 3 the words “eleven and seventy-six” and
4 inserting in place thereof the words: seven and sixty-one.

1 SECTION 43. Said section 14 of said chapter 64F, as amended
2 by section 42 of this act, is hereby further amended by striking
3 out in line 3 the words “seven and sixty-one” and inserting in place
4 thereof the words: six and eighty-one.

1 SECTION 44. Said section 14 of said chapter 64F, as amended
2 by section 43 of this act, is hereby further amended by striking
3 out in line 3 the words “six and eighty-one” and inserting in place
4 thereof the words: six and sixteen.

1 SECTION 45. Section lof chapter 64H of the General Laws,
2 as appearing in the 1986 Official Edition, is hereby amended by
3 striking from paragraph (13) at line 108 the words “or
4 communication.”

1 SECTION 46. Said section lof chapter 64H, as so appearing,
2 is hereby further amended by inserting at the end of paragraph
3 (13) the following new paragraph:



HOUSE - No. 2500 [January36

�

4 In the case of interstate telecommunication services, the sale of
5 such services shall be deemed a sale within the commonwealth if
6 the telecommunication is either originated or received at a
7 location in the commonwealth and the services are either paid for
8 in the commonwealth or charged to a service address located in
9 the commonwealth. To prevent actual multi-state taxation of any

10 sale of interstate telecommunication service subject to taxation
I 1 under this chapter, any taxpayer, upon proof that the taxpayer
12 has paid a tax in another state on such sale, shall be allowed a
13 credit against the tax imposed by this chapter to the extent of the
14 amount of such tax properly due and paid in such other state.

1 SECTION 47. Said section 1 of chapter 64H, as so appearing,
2 is hereby further amended by inserting at the end of paragraph
3 (15) the following sentences; For purposes of this chapter,
4 “tangible personal property” shall also include telecommunication
5 services. For purposes of this chapter, “telecommunication
6 services” shall, without limitation and in addition to the meaning
7 ordinarily and popularly ascribed to it, include messages or
8 information transmitted through use of local, toll and wide area
9 telephone service; private line services; channel services; telegraph

10 services; teletypewriter; computer exchange services; cellular
11 mobile telecommunications service; specialized mobile radio;
12 stationary two-way radio; paging service; or any other form of
13 mobile and portable one-way or two-way communications; or any
14 other transmission of messages or information by electronic or
15 similar means, between or among points by wire, cable, fiber-
-16 optics, laser, microwave, radio, satellite or similar facilities. The
17 definition of “telecommunication services” shall not include value
18 added services in which computer processing applications are used
19 to act on the form, content, code and protocol of the information
20 for purposes other than transmission.

1 SECTION 48. Subsection (e) of section 6 of said chapter 64H.
2 as so appearing, is hereby amended by adding at the end thereol
3 the following paragraphs;
4 If such corporation, foundation, organization or institution has
5 applied for a federal determination that it is exempt from federal
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6 taxation as heretofore provided and such application is pending,
7 it may apply to the commissioner for certification that it is entitled
8 to exemption under this subsection. The commissioner shall issue
9 such certificate only after receiving a copy of the federal

10 determination that such corporation, foundation, organization or
11 institution is exempt from federal taxation under section five
12 hundred and one (c) (3) of such Code.
13 If such corporation, foundation, organization, or institution
14 has not obtained such certification from the commissioner, it must
15 pay sales or use tax upon all purchases of tangible personal
16 property and shall not be entitled to exemption under this
17 subsection. Upon obtaining such certification from the
18 commissioner, such corporation, foundation, organization, or
19 institution may, notwithstanding the provisions ofsections thirty-
-20 seven and thirty-eight of chapter sixty-two C, apply for a refund,
21 without interest, of sales and use taxes paid during the period from
22 the date that it first applied for certification from the
23 commissioner until the date that such certification was issued,
24 provided that such entity was also determined to be exempt from
25 federal taxation under said section five hundred and one (c) during
26 that period. Such application for refund shall be filed within one
27 year of the date that the commissioner’s certificate of exemption
28 is issued.

1 SECTION 49. Section 6of said chapter 64H, as so appearing,
2 is hereby further amended by striking paragraph (i) and inserting
3 in place thereof the following: (i) The sales, furnishing or
4 service of gas, water, electricity or steam; the sales, furnishing or
5 service of local telephone service; the sales, furnishing or service
6 of telecommunication service which neither originates nor is
7 received at a location outside the commonwealth; provided that,
8 if the exemption contained in any clause of this paragraph is found
9 unconstitutional by a court of competent jurisdiction, then said

10 clause shall be deemed severable from the remainder of this
11 paragraph.

1 SECTION 50. Said section 6of chapter 64H, as so appearing,
2 is hereby further amended by striking from paragraph (r) in
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3 lines 256 through 257 the words: “in the furnishing of gas, water,
4 steam or electricity when delivered to consumers through mains,
5 lines, or pipes;” and by striking from said paragraph (r) in line 268
6 the words; “or if it is nuclear fuel or a nuclear fuel assembly,” and
7 by inserting at the end of said paragraph (r) the following
8 sentence: This paragraph shall not apply to the furnishing of
9 gas, water, steam or electricity when delivered to consumers

10 through mains, lines or pipes.

1 SECTION 51. Said section 6of chapter 64H, as so appearing,
2 is hereby further amended by striking from paragraph (s) in
3 lines 278 through 279 the words: “in the furnishing of gas, water,
4 steam, or electricity when delivered to consumers through mains,
5 lines or pipes;” and by inserting at the end of said paragraph (s)
6 the following sentence: This paragraph shall not apply to the
7 furnishing of gas, water, steam or electricity when delivered to
8 consumers through mains, lines or pipes.

1 SECTION 52. Paragraph (a) of section 8 of said chapter 64H,
2 as so appearing, is hereby amended by striking out the last
3 sentence and inserting in place thereof the following two
4 sentences: The burden of proving that a sale of tangible
5 personal property by any vendor is not a sale at retail shall be
6 upon such vendor unless he takes from the purchaser a certificate
7 to the effect that the property is purchased for resale and such
8 certificate is received and made available to the commissioner not
9 later than sixty days from the date of notice from the

10 commissioner to produce such certificate. Where a certificate is
11 received within the foregoing time limit, but is deficient in some
12 material manner and where such deficiency is thereafter removed,
13 the receipt of such certificate shall be deemed to have satisfied
14 the foregoing time requirement.

1 SECTION 53. Paragraph (f) of section Bof said chapter 64H,
2 as so appearing, is hereby amended by striking out the last
3 sentence and inserting in place thereof the following two
4 sentences: The certificate shall relieve such vendor from
5 further liability for the tax, provided that such vendor has taken
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the certificate in good faith from a purchaser who will use such
property in a manner which exempts it from the tax imposed by
this chapter and such certificate is received and made available
to the commissioner not later than sixty days from the date of
notice from the commissioner to produce such certificate. Where
a certificate is received within the foregoing time limit, but is
deficient in some material manner and where such deficiency is
thereafter removed, the receipt of such certificate shall be deemed
to have satisfied the foregoing time requirement.

6
7

8
9

10
! I
12
13
14

*
SECTION 54. Section 30A of said chapter 64H, as so

appearing, is hereby amended by adding the following para-
graph: -

7

3

This section shall not apply to a nonresident contractor who
holds a valid vendor’s registration.

4
5

SECTION 55. Paragraph (a) of section 8 of chapter 641 of the
General Laws, as appearing in the 1986 Official Edition, is hereby
amended by striking out the last sentence and inserting in place
thereof the following two sentences; The burden of proving
the contrary is upon the person who makes the sale unless he takes
from the purchaser a certificate to the effect that the property is
purchased for resale and such certificate is received and made
available to the commissioner not later than sixty days from the
date of notice from the commissioner to produce such certificate.
Where a certificate is received within the foregoing time limit, but
is deficient in some material manner and where such deficiency
is thereafter removed, the receipt of such certificate shall be
deemed to have satisfied the foregoing time limit.

7

3
4
5
6
7
8
9

10
II
12
13

I SECTION 56. Paragraph (f) of section Bof said chapter 641.
2 as so appearing, is hereby amended by striking out the last
3 sentence and inserting in place thereof the following two

*4 sentences: - The certificate shall relieve such vendor from
™5 further liability for the tax, provided that such vendor has taken

6 the certificate in good faith from a purchaser who will use such
7 property in a manner which exempts it from the tax imposed by
8 this chapter and such certificate is received and made available
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9 to the commissioner not later than sixty days from the date of
10 notice from the commissioner to produce such certificate. Where
1 I a certificate is received within the foregoing time limit, but is
12 deficient in some material manner and where such deficiency is
13 thereafter removed, the receipt of such certificate shall be deemed
14 to have satisfied the foregoing time limit.

1 SECTION 57. Section 31A of said chapter 641, as so
2 appearing, is hereby amended by adding the following para-
-3 graph: i$
4 This section shall not apply to a nonresident contractor who
5 holds a valid vendor’s registration.

1 SECTION 58. Paragraph (d) of section 1 of chapter 65C ofthe
2 General Laws, as appearing in the 1986 Official Edition, is hereby
3 amended by inserting, in line 18, after the word “released” a
4 comma and the following words: other than policies of life
5 insurance.

1 SECTION 59. Chapter 138 of the General Laws, as appearing
2 in the 1986 Official Edition, is hereby ametded by striking out
3 section 21 and inserting in place thereof the following:
4 Section 21. Every licensed manufacturer of alcoholic beverages
5 or alcohol as defined in this chapter, and every winegrower under
6 section nineteen B, and every farmer-brewer under section nine-
-7 teen C, and every holder of wholesaler’s and importer’s licenses
8 for the sale and importation of alcoholic beverages, and every
9 licensee under section seventy-six shall, in addition to the license

10 fees elsewhere provided in this chapter, be liable for and pay to

I 1 the commonwealth an excise, for the privilege enjoyed by him as
12 such manufacturer, winegrower, farmer-brewer, wholesaler and
13 importer, or licensee under section seventy-six, to be levied on
14 sales within the commonwealth of alcoholic beverages or alcohol
15 other than wines to be used for sacramental purposes only arid|^
16 other than malt beverages imported into the commonwealth, anrr
17 to be levied on importations of malt beverages into the
18 commonwealth, as follows:
19 (a) For each barrel of thirty-one gallons, or fractional part of
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a barrel, aforesaid, of malt beverages, at the rate of four dollars
and ninety-five cents per barrel aforesaid;

20
21

(b) For each wine gallon, or fractional part thereof, of cider
containing more than three per cent but not more than six per
cent of alcohol by weight at sixty degrees Fahrenheit, at the rate
of four and one-half cents per wine gallon;

23
24
25

(c) For each wine gallon, or fractional part thereof, of still wine,
other than cider containing more than three per cent but not more
than six per cent of alcohol as aforesaid, including vermouth, at
the rate of eighty-two cents per wine gallon;

26
27
28
29

(d) For each wine gallon, or fractional part thereof, of
champagne and all other sparkling wines, at the rate of one dollar
and five cents per wine gallon;

30
31
32

(e) For each wine gallon, or fractional part thereof, of all other
alcoholic beverages containing fifteen per cent or less of alcohol
by volume at sixty degrees Fahrenheit, at the rate of one dollar
and sixty-five cents per wine gallon;

33
34
35
36
37 (0 For each wine gallon, or fractional part thereof, of all other

alcoholic beverages containing more than fifteen per cent but not
more than fifty per cent of alcohol by volume at sixty degrees
Fahrenheit, at the rate of six dollars and seven cents per wine
gallon;

38
39

40
41
42 (g) For each proof gallon, or fractional part thereof, of all other

alcoholic beverages containing more than fifty per cent of alcohol
by volume at sixty degrees Fahrenheit, or alcohol at the rate of
six dollars and seven cents per proof gallon. The words “proof
gallon” when used in this section with reference to an alcoholic
beverage, shall be held to be a gallon of the alcoholic beverage
which contains one half its volume of alcohol of a specific gravity
of seven thousand nine hundred and thirty-nine ten thousandths
(.7939) at sixty degrees Fahrenheit. Every person subject to this
section shall keep a true and accurate account of all alcoholic
beverages or alcohol sold by him other than malt beverages
imported into the commonwealth by him, and a like account of
all malt beverages imported into the commonwealth by him. The
excise imposed by this section shall be paid to the commissioner
of revenue at the time provided for filing the return required by
section sixteen of chapter sixty-two C. The commissioner of

43
44
45
46
47
48
49
50
51
52

53
54
55

56
SI
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58 revenue by rule or regulation shall provide for the waiver of
59 payment of the excise in respect to any alcoholic beverages or
60 alcohol if it appears that an excise has already been paid under
61 the provisions of this section in respect thereto; provided,
62 however, that alcoholic beverages or alcohol manufactured within
63 or imported into the commonwealth and exported therefrom shall
64 be exempt from such excise. Alcohol for the purpose of this
65 section shall not include alcohol sold for scientific, chemical,
66 mechanical, manufacturing, industrial, culinary, pharmaceutical
67 or medical purposes in containers greater in capacity than one
68 wine gallon, and shall not include absolute alcohol, so-called, sold
69 for such purposes in any containers. The taxes imposed by this
70 section shall also be applicable to sales of alcoholic beverages,
71 upon which an excise has not already been paid under the
72 provisions of this section, made by railroad or car corporations
73 or the owner or operator of any vessel or shipping company
74 licensed to sell alcoholic beverages under the provisions of
75 section thirteen.
76 Any person who shall knowingly purchase, sell or possess any
77 alcoholic beverages or alcohol not manufactured in, produced in
78 or imported into the commonwealth by a licensed manufacturer,
79 a winegrower or a holder of a wholesaler’s and importer’s license
80 for the sale and importation therefor or a licensee under
81 section seventy-six, or a railroad or car corporation or the owner
82 or operator of any vessel or shipping company licensed under
83 section thirteen, or a person holding a permit for importation
84 under section twenty-two A, or any person specifically exempted
85 by section two, shall, in addition to any other penalties provided
86 for violation of any provisions of this chapter, be subject to a fine
87 equal to double the amount of the excise which would have been
88 payable by a licensee subject to this section if such alcoholic
89 beverages or alcohol had been imported or sold by such licensee.
90 The state police and all local police authorities shall have authority
91 to enforce, and shall, at the request of the commissioner or his
92 duly authorized agent, enforce the provisions of this paragraph

1 SECTION 60. Said chapter 138, as amended by section 21 of
2 this act, is hereby further amended by inserting after section 21
3 the following;
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5 section twenty-one shall be vested in the commissioner of revenue
6 and governed by the provisions of chapter sixty-two C. All sums
7 received under this section, including all sums received as
8 penalties, forfeitures, interest, costs of suits and fines, less all
9 amounts allowed as refunds and abatements under this section,

10 shall be credited as follows;
11 (a) Eleven and four-tenths per cent shall be credited to the
12 separate fund for the accumulation of assets in advance of the

,A 3 payment of retirement allowances and used solely for the purpose
''*4 of offsetting the anticipated future cost of funding the

15 contributory retirement systems of the state employees and
16 teachers as defined in section one of chapter thirty-two.
17 (b) The balance shall be credited to the General Fund, provided,
18 that no less than one-third of the amount so credited shall be used
19 to defray expenditures for programs to improve the health of the
20 citizens of the commonwealth or to provide better health care for
21 the physically and mentally ill citizens of the commonwealth.

1 SECTION 61. Paragraph (1) of subsection (1) of section 14 of
2 chapter 151 A of the General Laws, as appearing in the 1986
3 Official Edition, is hereby amended by adding the following new
4 subparagraph:
5 Notwithstanding the foregoing provisions of this paragraph,
6 with respect to the calendar year nineteen hundred and eighty-
-7 nine, the experience rate of an employer qualifying therefore
8 under subsection (b) shall be the rate which appears in the column
9 designated “A-” and on the line with the applicable employer

10 account reserve percentage, as set forth in the following table;

Employer Account Reserve Percentage A-

4 Negative Percentage
7.0 or more 5.6
6.5 but less than 7.0
6.0 but less than 6.5
5.5 but less than 6.0

5.5
5.4
5.3

4 Section 21A. The administration of the tax imposed by

EXPERIENCE RATE TABLE
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EXPERIENCE RATE TABLE (continued)

Employer Account Reserve Percentage A-

Negative Percentage
5.0 but less than 5.5
4.5 but less than 5.0
4.0 but less than 4.5
3.5 but less than 4.0
3.0 but less than 3.5
2.5 but less than 3.0
2.0 but less than 2.5
1.5 but less than 2.0
1.0 but less than 1.5
0.5 but less than 1.0
0.0 but less than 0.5

5.2
5.1
5.0
4.9
4.8
4.7
4.6
4.5
4.4
4.3
4.2

Positive Percentage
0.0 but less than 0.5
0.5 but less than 1.0
1.0 but less than 1.5
1.5 but less than 2.0
2.0 but less than 2.5
2.5 but less than 3.0
3.0 but less than 3.5
3.5 but less than 4.0
4.0 but less than 4.5
4.5 but less than 5.0
5.0 but less than 5.5
5.5 but less than 6.0
6.0 but less than 6.5
6.5 but less than 7.0
7.0 but less than 7.5
7.5 but less than 8.0
8.0 but less than 8.5
8.5 but less than 9.0
9.0 but less than 9.5
9.5 but less than 10.0
10.0 but less than 10.5

4.1
4.0
3.9
3.8
3.7
3.6
3.5
3.4
3.3
3.2
3.1
3.0
2.9
2.8
2.7
2.6
2.5
2.4
2.3
2.2
2.1
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EXPERIENCE RATE TABLE (continued)

Employer Account Reserve Percentage A-

Positive Percentage
10.5 but less than 11.0 2.0
11.0 but less than 11.5 1.9
11.5 but less than 12.0 1.8
12.0 but less than 12.5 1.7
12.5 but less than 13.0 1.6
13.0 but less than 13.5 1.5
13.5 or more 1.4

1 SECTION 62. Said chapter 151 A is hereby further amended
2 by inserting after section 14G the following new section;
3 Section 14H, Each employer required to make contributions
4 pursuant to section fourteen shall pay, at the same time as the
5 required contributions are due, an excise equal to one-tenth of
6 one per cent of the wages paid its employees; provided that for
7 the purposes of this section, the term “wages” shall not include
8 that part of remuneration which, after remuneration equal to
9 seven thousand dollars with respect to employment with such

10 employer has been paid to an individual during the calendar year,
1 1 is paid to such individual during such year. Such excise shall be
12 paid to the commissioner in accordance with the procedures
13 prescribed by the commissioner. The receipts from such excise
14 shall not be deposited in the state unemployment compensation
15 fund, but shall be paid into the treasury of the commonwealth
16 and shall be credited on the books of the commonwealth to the
17 reemployment and job placement fund established by
18 section fourteen 1. Prior to the depositing of the receipts, the
19 commissioner may deduct all administrative costs incurred as a

20 result of this section, including an amount as determined by the
21 United States secretary of labor in accordance with federal cost
22 rules, if applicable.
23 Except where inconsistent with the terms of this section, the
24 terms and conditions of this chapter which are applicable to the
25 payment of and the collection of contributions shall apply to the
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26 same extent to the payment of and the collection of said excise;
27 provided, however, that said excise shall not be credited to the
28 employer’s account or the solvency account established pursuant
29 to section fourteen.

1 SECTION 63. Section fourteen Hof said chapter one hundred
2 and fifty-one, inserted by section sixty-one of this act, is hereby
3 repealed.

1 SECTION 64. Said chapter 151 A is hereby further amended
2 by inserting after section 14H, inserted by section 61 of this act,
3 the following new section;
4 Section 141. There is hereby established on the books of the
5 commonwealth a separate fund to be known as the Reemployment
6 and Job Placement Fund. All amounts received under
7 section fourteen H shall be credited to such fund, except as
8 otherwise provided in said section fourteen H. Money in the fund,
9 subject to appropriation, shall be used only for activities

10 authorized under Title 111 and and Title IX of the Social Security
11 Act and Title Vof the Job Training Partnership Act, known as
12 the Wagner-Peyser Act. For the fiscal years ending June thirtieth,
13 nineteen hundred and eighty-nine and nineteen hundred and
14 ninety, the comptroller is directed to charge to said fund
15 authorized expenditures approved by the commissioner and
16 submitted to the secretary of administration and finance and
17 approved by said secretary.

1 SECTION 65. Paragraph (c) of section 6of chapter 183 A of
2 the General Laws, as amended by section 1 and 1A of chapter 338
3 of the acts of 1987, is hereby further amended by striking out,
4 at the end thereof, the words “and first mortgages of record” and
5 inserting in place thereof the following words: -

. prior recorded
6 state tax liens and first mortgages of record.

1 SECTION 66. Every person other than a licensed distributor,
2 as defined in section one of chapter sixty-lour A ot the General
3 Laws, who at the commencement of business on March first,
4 nineteen hundred and eighty-nine, has on hand for sale or use fuel,



HOUSE - No. 25001989] 47

as defined in section one of said chapter sixty-four A, other than
such fuel as is wholly contained within the fuel supply tank of
a motor vehicle, shall make and file with the commissioner within
twenty days thereafter a return subscribed under penalties of
perjury showing a complete inventory of such fuel, and shall, at
the time he is required to file such return, pay an additional tax
on such fuel at the rate of six cents per gallon. All provisions of
said chapter sixty-four A relative to the collection, payment,
abatement, verification and administration, including penalties,
shall be applicable to the tax imposed by this section. All sums
received under this section, including penalties, forfeitures,
interest, costs of suits and fines, shall be credited in accordance
with the formula for the disposition of receipts provided in
section thirteen of said chapter sixty-four A.

5
6
/

8
9

10
II
12
13

*5
16
17
18

SECTION 67. Every person other than a licensed distributor,
as defined in section one of chapter sixty-four A of the General
Laws, who at the commencement of business on January first,
nineteen hundred and ninety, has on hand for sale or use fuel,
as defined in section one of said chapter sixty-four A, other than
such fuel as is wholly contained within the fuel supply tank of
a motor vehicle, shall make and file with the commissioner within
twenty days thereafter a return subscribed under penalties of
perjury showing a complete inventory of such fuel, and shall, at
the time he is required to file such return, pay an additional tax
on such fuel at the rate of two cents per gallon. All provisions
of said chapter sixty-four A relative to the collection, payment,
abatement, verification and administration, including penalties,
shall be applicable to the tax imposed by this section. All sums
received under this section, including penalties, forfeitures,
interest, costs of suits and fines, shall be credited in accordance
with the formula, for the disposition of receipts provided in
section thirteen of said chapter sixty-four A,

2
3

4
5
6

8
9

10
II
12
13
14
15
16
17
18

*1 SECTION 68. Every person other than a licensed distributor,
as defined in section one of chapter sixty-four A of the General
Laws, who at the commencement of business on January first,
nineteen hundred and ninety-one, has on hand for sale or use fuel.

0

3
4
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5 as defined in section one of said chapter sixty-four A, other than
6 such fuel as is wholly contained within the fuel supply tank of
7 a motor vehicle, shall make and file with the commissioner within
X twenty days thereafter a return subscribed under penalties of
9 perjury showing a complete inventory of such fuel, and shall, at

10 the time he is required to file such return, pay an additional tax
1 1 on such fuel at the rate of two cents per gallon. All provisions
12 of said chapter sixty-four A relative to the collection, payment,
13 abatement, verification and administration, including penalties,
14 shall be applicable to the tax imposed by this section. All sums^15 received under this section, including penalties, forfeitures,
16 interest, costs of suits and fines, shall be credited in accordance
17 with the formula for the disposition of receipts provided in
IX section thirteen of said chapter sixty-four A.

1 SECTION 69. Every person other than a licensed supplier, as
2 defined in section one of chapter sixty-four Eof the General Laws,
3 who at the commencement of business on March first, nineteen
4 hundred and eighty-nine, has on hand for sale or use special fuels,
5 as defined in section one of said chapter sixty-four E, other than
6 special fuels as is wholly contained within the fuel supply tank
7 of a motor vehicle, shall make and file with the commissioner
X within twenty days thereafter a return subscribed under the
9 penalties of perjury showing a complete inventory of such special
10 fuels, and shall, at the time he is required to file such return, pay

I I an additional tax on such special fuels at the rate of six cents per
12 gallon. All provisions of said chapter sixty-four E relative to the
13 collection, payment, abatement, verification and administration,
14 including penalties, shall be applicable to the tax imposed by this
15 section. All sums received under this section, including penalties,
16 forfeitures, interest, costs of suits and fines, shall be credited in
17 accordance with the disposition of receipts provided in
IX section thirteen of chapter sixty-four E.

1 SECTION 70. Every person other than a licensed supplier, as^
2 defined in section one of chapter sixty-four Eof the General Laws,
3 who at the commencement of business on January first, nineteen
4 hundred and ninety has on hand for sale or use special fuels, as



HOUSE - No. 250019891 49

defined in section one of said chapter sixty-four E, other than
special fuels as is wholly contained within the fuel supply tank
of a motor vehicle, shall make and file with the commissioner
within twenty days thereafter a return subscribed under the
penalties of perjury showing a complete inventory of such special
fuels, and shall, at the time he is required to file such return, pay
an additional tax on such special fuels at the rate of two cents
per gallon. All provisions of said chapter sixty-four E relative to
the collection, payment, abatement, verification and administra-
tion, including penalties, shall be applicable to the tax imposed
by this section. All sums received under this section, including
penalties, forfeitures, interest, costs of suits and fines, shall be
credited in accordance with the disposition of receipts provided
in section thirteen of chapter sixty-four E.
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SECTION 71. Every person other than a licensed supplier, as
defined in section one of chapter sixty-four E of the General Laws,
who at the commencement of business on January first, nineteen
hundred and ninety-one has on hand for sale or use special fuels,
as defined in section one of said chapter sixty-four E, other than
special fuels as is wholly contained within the fuel supply tank
of a motor vehicle, shall make and file with the commissioner
within twenty days thereafter a return subscribed under the
penalties of perjury showing a complete inventory of such special
fuels, and shall, at the time he is required to file such return, pay
an additional tax on such special fuels at the rate of two cents
per gallon. All provisions of said chapter sixty-four E relative to
the collection, payment, abatement, verification and administra-
tion, including penalties, shall be applicable to the tax imposed
by this section. All sums received under this section, including
penalties, forfeitures, interest, costs of suits and fines, shall be
credited in accordance with the disposition of receipts provided
in section thirteen of chapter sixty-four E.

0

3

4
5

6
7
8
9

10
II
12
13
14
15
16
17
18

4
SECTION 72. Every manufacturer, wholesaler, vending

machine operator, unclassified acquirer or retailer, as defined in
section one of chapter sixty-four C of the General Laws, who, at
the commencement of business on March first, nineteen hundred
and eighty-nine, has on hand any cigarettes for sale or any unused
adhesive or meter stamps, shall make and file with the

2
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7 commissioner of revenue within twenty days thereafter a return,
8 subscribed under the penalties of perjury, showing a complete
9 inventory of such cigarettes and stamps, and shall, at the time he

10 is required to file such return, pay an additional excise at the rate
11 of two mills per cigarette on all cigarettes and all unused adhesive
12 and meter stamps upon which an excise of only thirteen mills has
13 previously been paid. All provisions of said chapter sixty-four C,
14 relative to the assessment, collection, payment, abatement,
15 verification and administration oftaxes, including penalties, shall,
16 so far as pertinent, be applicable to the excise imposed by this
17 section.

1 SECTION 73. Agreements for the sale of tangible personal
2 property, as such term is defined in chapter sixty-four H of the
3 General Laws as amended by this act, which would, but for the
4 operation of the provisions of this act, have been exempt from
5 the excises imposed by chapters sixty-four H and sixty-four lof
6 the General Laws and entered into before the effective date of this
7 section shall be subject to the provisions of said chapters in effect
8 prior to their amendment by the provisions of this act; provided
9 that such agreements are in writing, signed by the vendor and

10 purchaser, and impose an unconditional liability on the part of
1 1 the purchaser to buy the property covered thereby at a fixed price
12 without escalator clause, and an unconditional liability on the part
13 of the vendor to deliver a definite quantity of such property at
14 the contract price; and provided further, that delivery is made not
15 later than ninety days after the effective date of the relevant
16 provisions of this act. Lor purposes of this section, the word “sale”
17 is defined to exclude the rental or lease of tangible personal
18 property.

1 SECTION 74. Sales of building materials and supplies which
2 would, but for the operation of the provisions of this act, have
3 been exempt from the excises imposed by chapters sixty-four H
4 and sixty-four I of the General Laws shall be subject to the
5 provisions of said chapters in effect prior to their amendment by
6 the provisions of this act to the extent that such building materials
7 and supplies are to be used in construction, reconstruction,
8 alteration, remodeling or repair of any building or structure
9 pursuant to a contract entered into before the effective date of
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the relevant provisions of this act or entered into within sixty days
after said effective date pursuant to a bid required to be submitted
before said date; provided, that such contract is in writing, signed
by the contractor and the party for whom such work is to be
performed and imposes an obligation on the part of the contractor
to perform such work, without conditions or escalator clauses
with respect to said tax; and provided, further, that notice of such
contract is given to the commissioner within ninety days after said
effective date. For purposes of this section, the word “sales” is
defined to exclude the rental or lease of building materials and
supplies.
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SECTION 75. The provisions of this act shall apply to all
charges for the rental or lease of tangible personal property, as
such terms is defined in chapter sixty-four H of the General Laws
as amended by this act, with respect to periods beginning on and
after the effective date of said sections, for which a rental is paid,
even though the rental agreement or contract was entered into
prior to said effective date and transfer of possession to the lessee
was made prior to said date.
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SECTION 76. Notwithstanding the provisions of any general
2 or special law to the contrary, in each fiscal year, the portion of
3 the revenues collected pursuant to the excise imposed by
4 chapter sixty-four H of the General Laws determined by the
5 commissioner of revenue to be attributable to the provisions of
6 sections forty-six, forty-seven, forty-nine, fifty, and fifty-one of
7 �L,. - n m ~. ~ .—*

4
. *

4 4 . ■ .-wL 4 i .11. m 1 1 ... - L ..117 this act, in an amount not to exceed eighty million dollars, shall
8 be credited to the environmental challenge fund, established
9 pursuant to section two J of chapter twenty-nine of the General

10 Laws, as amended; provided that amounts credited to said fund
11 pursuant to this section, along with income attributable to said
12 amounts, but not any other amounts so credited, may be used.
13 subject to appropriation, in addition to those purposes authorized

#4
15

in said section two J, for such other purposes as will advance and
15 secure for the people of the commonwealth the rights set forth
16 in article XCVII of the amendments to the constitution of the
17 commonwealth, including, but not limited to, the protection of
18 the commonwealth’s air, water, land, and natural resources, the
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19 prevention of pollution, and the enforcement of the common-
-20 wealth’s environmental protection laws.

1 SECTION 77. Every licensed manufacturer, wholesaler,
2 importer and other licensee under chapter one hundred and thirty-
-3 eight of the General Laws, who, at the commencement of business
4 on March first, nineteen hundred and eighty-nine, has on hand
5 for sale at the premises covered by a license issued to such person
6 under any provision of said chapter one hundred and thirty-eight,
7 or at any other premises, any alcoholic beverages or alcohol witbfe
8 respect to which the increase in the excise imposed b\-
9 section twenty-one of chapter one hundred and thirty-eight of the

10 General Laws as inserted by section fifty-nine of this act has not
I I been paid or is not payable under the provisions of said
12 section seventeen, shall make and file with the commissioner of
13 revenue a complete inventory thereof within thirty days thereafter
14 and shall pay to said commissioner, at the time of filing such
15 inventory, an excise with respect to such alcoholic beverages and
16 alcohol in an amount equal to the additional excise imposed under
17 the provisions of said section seventeen. All provisions of
18 section twenty-one of chapter one hundred and thirty-eight of the
19 General Laws relative to the assessment, collection, payment,
20 abatement, verification and administration of taxes, including
21 penalties shall, so far as pertinent, be applicable to the excise
22 imposed by this section. All sums received under this section shall
23 be credited to the General Fund as provided by said
24 section twenty-one.

1 SECTION 78. Notwithstanding any general or special law to
2 the contrary, the commissioner of the department of employment
3 and training shall deposit any receipts from the excise collected
4 pursuant to section sixty-seven of chapter two hundred and thirty-
-5 three of the acts of nineteen hundred and eighty-three into the
6 treasury of the commonwealth. Such receipts shall be credited tcu
7 the reemployment and job placement fund established b*
8 section fourteen I of chapter one hundred and fifty-one A of the
9 General Laws, as inserted by section sixty-four of this act.

1 SECTION 79. Section one shall apply to taxable years
2 beginning on and after January first, nineteen hundred and eighty-
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3 nine and shall apply to primary investments made after that date.
4 Section three shall apply to taxable years beginning on and after
5 January first, nineteen hundred and eighty-nine. Section four shall
6 apply to returns filed after the effective date of this act. Sections
7 twenty-four through thirty, inclusive, shall apply to taxable years
8 ending on and after December thirty-first, nineteen hundred and
9 eighty-nine. Sections thirty-one, thirty-seven, section forty-five,

10 forty-six, forty-seven, forty-nine, fifty, fifty-one and fifty-nine
11 shall take effect on March first, nineteen hundred and eighty-nine.
12 Section thirty-two shall take effect on January first, nineteen
13 hundred and ninety. Section thirty-three shall take effect on
14 January first, nineteen hundred and ninety-one. Sections thirty-
-15 four, thirty-eight, thirty-nine, forty-two, and sixty shall take effect
16 on April first, nineteen hundred and eighty-nine. Sections thirty-
-17 five, forty, and forty-three shall take effect on February first,
18 nineteen hundred and ninety. Sections thirty-six, forty-one and
19 forty-four shall take effect on February first, nineteen hundred
20 and ninety-one. Section fifty-eight shall apply to estates of
21 decedents dying after January first, nineteen hundred and eighty-
-22 six. Sections sixty-one and sixty-two shall take effect with respect
23 to contributions due on or after April first, nineteen hundred and
24 eighty-nine. Section sixty-three shall take effect with respect to
25 contributions due on or after April first, nineteen hundred and
26 ninety-one. The remainder of this act shall take effect upon its
27 passage.
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