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The Department of Revenue (DOR) is
gearing up for another filing season ex-
pected to see more taxpayers and prac-
titioners than ever before filing returns
electronically. The highlight of the 2001
filing season will be the introduction of
the Department’s new Web filing applica-
tion — Web File — which replaces DOR’s
PC File program. The Department will
continue to offer Telefile and accept re-
turns filed through DOR-approved com-
mercial tax preparation software as part
of its e-file initiative.

Web File, available beginning January
15, 2000, allows taxpayers and
practitioners to securely enter
personal income tax return
information onto a Web ap-
plication and transmit it to
DOR online over the Inter-
net. Web File provides tax-
payers the same benefits as
PC File, including 24 hours a
day, seven days a week avail-
ability, a three- to four-day refund
turnaround time, and confirmation that
DOR received the return successfully.
Unlike PC File, however, Web File elimi-
nates the need to download special soft-
ware from DOR, which in some instances
took upwards of 30 minutes with the PC
File application. In addition, taxpayers
can Web File from any computer with In-
ternet access, regardless of the com-
puter’s operating platform (e.g., Windows,
MacIntosh, Linux) — welcome news to
Mac users who previously were unable to
file their income tax returns electronically
with the Department because the PC File
application could be used only with com-
puters running Windows 95 or higher.

The only requirement in using Web File is
that the taxpayer must use a secure
browser with 128-bit encryption, such as
Microsoft Explorer or Netscape, in order
to connect with DOR’s secure server. En-

cryption will ensure that taxpayers’ per-
sonal information is protected as it trav-
els over the Internet. The most recent
versions of the Microsoft and Netscape
browsers include this level of encryption;
however, if a taxpayer’s Web browser
doesn’t include 128-bit encryption, up-
grades can be downloaded free of
charge from Microsoft’s or Netscape’s
website. The Department will provide
links to the browser upgrade sites from
the Web File section of DOR’s website
(www.massdor.com).

The Department also plans to de-
velop a Web version of the Inter-

active Voice Response (IVR)
system’s “Where’s my re-
fund?” application, allowing
taxpayers to check on the
status of their refund on-
line. Also in the develop-

ment stage are a Web and
IVR application that will allow

both personal income and
corporate excise taxpayers mak-

ing quarterly estimated payments to
check on how much they have paid at
any point during the year.

In addition, a new check-off box has
been added to both the electronic and
paper returns that authorizes DOR to
speak with a taxpayer’s paid preparer re-
garding their client’s return while the re-
turn is being processed. Taxpayers and
practitioners should note that the box will
not replace Form M-2848, Power of Attor-
ney and it does not allow the Department
to discuss post-processing issues.

Practitioners also will be offered the op-
portunity to attend DOR’s popular Filing
Season seminars in January to discuss
the upcoming 2001 filing season. The
meetings will provide practitioners with
updates on forms and tax law changes,
Departmental regulations and various fil-
ing methods first-hand from the Depart-

New Web File Program to Highlight 2001 Filing Season
ment. As with past seminars, representa-
tives from many key divisions within DOR
will be making the presentations and will
be available to answer follow-up ques-
tions from the audience.

Legislative Update 6

continued on page 5
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From the Commissioner
Increasing taxpayer knowledge and understanding of the Department’s dispute resolution and settle-
ment processes will help to ensure that taxpayers utilize and benefit from these alternative methods for
resolving state tax disputes. To this end, I would like to share with you some of the accomplishments
of our Office of Dispute Resolution and the Compliance Division’s Offers in Final Settlement Program.

Office of Dispute Resolution. As you may be aware, in January 1999 DOR was given statutory
authority to settle tax disputes at any time during the administrative process. The Office of Dispute
Resolution (ODR) was created to implement this authority. We appreciate the practitioner community’s
support of the Department’s efforts to secure legislative authority to establish ODR. Moreover, your
recognition of the benefits ODR provides to taxpayers made for a very successful first year.

The mission of ODR is to provide taxpayers and tax practitioners with an easily accessible alternative
method of resolving tax cases without expensive and time-consuming litigation. It is our goal to re-
solve tax disputes expeditiously, and in a manner that is objective, fair and reasonable to both the
taxpayer and the Commonwealth. ODR now has 10 staff members including its director Debra
Spoerk Rokosz.

Since opening its doors, ODR has received 524 cases, and now receives new cases at a rate of
approximately 10 per week. Settlements have been reached in 232 cases. The turnaround time for
most settled cases is four months, some less complicated cases have been settled in less than one
month. ODR’s long-term goal is to complete requests for settlement consideration within one month
for routine cases and within three months for complex cases.

Compliance Division’s Offers in Final Settlement Program. DOR has the authority under specific
conditions to accept less than full payment as a final settlement for a state tax liability. The statutory
condition for such a settlement is “serious doubt” as to the collectibility of the tax due. DOR must also
determine that the taxpayer or responsible person has acted without intent to commit fraud.

Informing taxpayers and tax practitioners about DOR’s OIS program has been a focus of the Depart-
ment’s outreach efforts over the past year. This outreach, coupled with the implementation of new
standards and procedures for reviewing cases, has resulted in significant progress in the OIS pro-
gram. We are currently approaching an approval rate of 50 percent of the cases considered. More-
over, requests for settlement consideration are increasing; last fiscal year the Department received
45 percent more filings than FY1999. Already this year, OIS has processed 14 percent more requests
for consideration than FY2000. Because we have reached agreements in more cases than ever
before, settlement collections for FY2000 were $568,000, up from $296,000 in FY1999.

The Compliance Division, led by Deputy Commissioner Stephen Moffatt, also plans to make the
OIS program more user-friendly by allowing taxpayers to make settlement offers via DOR’s website,
www.massdor.com, and by making available a brochure explaining the OIS process.

We are extremely pleased by the response of taxpayers and tax practitioners to our dispute resolution
programs and we hope to continue to build on the successes of the past year. For more information
about ODR’s practices and procedures and the OIS process, please visit our website, www.massdor.com.

Sincerely,

Frederick A. Laskey
Commissioner

Frederick A. Laskey
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The 2000 Massachusetts tax forms will be
available to taxpayers and practitioners by
early January. Every Massachusetts Res-
ident Income Tax Return (Form 1), Non-
resident/Part-Year Resident Income Tax
Return (Form 1-NR/PY), Application for
Abatement/Amended Return (Form CA-6)
and Application for Automatic Six-Month
Extension of Time to File (Form M-4868)
will be imaged by DOR’s processing
equipment. See below to determine which
method best meets your needs. 

Form 2000. The 2000 Form 2000 allows
practitioners to order bulk quantities of
original Forms 1, 1-NR/PY, 1-ES, CA-6,
M-2210 and M-4868. Form 2000 orders
will be filled by DOR beginning in January.

Package X. Bulk quantities of all Mass-
achusetts tax forms may also be ob-
tained by duplicating those found in the
2000 Package X, DOR’s annual com-
pendium of Massachusetts tax forms.
The Department is offering Package X in
both the traditional paper version and a
CD-ROM electronic format. A maximum
of two copies of either version of the 2000
Package X can be ordered via Form
2000. Mailing of Package X and other
items offered through Form 2000 will be-
gin in January.

Department-Approved Computer-
Generated Forms. The Department
works with software developers each year
to help them meet specifications for the
Massachusetts tax forms. Developers
are responsible for creating software that
generates Forms 1, 1-NR/PY, CA-6 and
M-4868 that can be read by DOR’s im-
aging equipment. For example, the soft-
ware must generate forms that have
blank “fields” rather than boxes where
taxpayer numerical data is entered.

For both the four imaged forms and tra-
ditional forms, practitioners should check
with the software company to ensure that
it has been approved by the Department
to produce Massachusetts tax forms.
Practitioners may ask the software com-
pany for a copy of DOR's approval letter.

Automated Forms Request System.
Individual taxpayers may call the De-
partment's automated forms request
system at (617) 887-MDOR or toll-free in
Massachusetts at 1-800-392-6089 to
order an original copy of most 2000 Mass-
achusetts tax forms.

Traditional Distribution Sites. Traditional
tax form distribution sites will stock the
2000 Form 1, Form 1-NR/PY and Telefile
Form. These sites include DOR offices, li-
braries, post offices, major city and town
halls, selected registries and all IRS of-
fices in Massachusetts. Form 1-NR/PY
also can be found in larger post offices in
bordering state communities. 

DOR Website. Final versions of the 2000
Massachusetts tax forms will be posted
to the Department's website at www.
massdor.com as they become available.

Fax on Demand. Final versions of the
2000 Massachusetts tax forms will be
available through the Department's Fax on
Demand system as they become avail-
able. Fax on Demand can be reached by
calling (617) 887-1900 using the handset
and the keypad of your fax machine. 

By Mail. As usual, taxpayers who previ-
ously have filed a Telefile, Form 1 or Form
1-NR/PY and have notified DOR of any
address change should receive pread-
dressed, original tax forms at their homes
by mid-January. ■

Where to Get Your 2000 Tax Forms

Massachusetts tax forms have been
revised to reflect recent tax law changes.
The most significant changes are as
follows:

➤ Forms 1 and 1-NR/PY have been re-
vised to incorporate a decrease in the tax
rate from 5.95 percent to 5.85 percent.

➤ Forms 1 and 1-NR/PY have been re-
vised to allow taxpayers to indicate if they
wish to allow DOR to discuss the return
with their paid preparer.

➤ Schedule D has been revised to ac-
count for both the new capital gains leg-
islation and the continuing phase-down
of the capital gains tax.

➤ Forms 2, 3F and 3M also have been
revised to account for the continuing
phase-down of capital gains taxation.

➤ Schedule F (Income Apportionment)
has been revised to account for the com-
pletion of the phase-in for the single sales
factor for corporations engaged in sub-
stantial manufacturing (Section 38 manu-
facturers). The sales factor for Section 38
manufacturers is 100 percent. ■

Major Changes to 2000 Tax Forms

Tax Lowered on Wages, Salaries and
Certain Other Items of Income
Legislation passed in 1999 provides for
a reduction of the tax rate on wages,
salaries and certain other items of in-
come. The tax rate on this category of in-
come decreased from 5.95 percent to
5.85 percent for tax year 2000.

Tax Lowered on Interest and Dividends
Applicable to tax years beginning on or
after January 1, 2000, the tax rate on div-
idends and non-Massachusetts bank in-
terest is lowered from 5.95 percent to 5.85
percent. Short-term capital gains, short-
and long-term capital gains arising from
the sale of collectibles and pre-1996 in-
stallment sales classified as capital gain
income for Massachusetts tax purposes
continue to be taxed at 12 percent.

Tax Lowered on Long-Term Capital
Gains
Legislation passed in 1994 reduced the
tax on gain from the sale of capital assets
held for more than one year. The lower
tax rates, ranging from 5 to 0 percent, are
being phased-in over a six-year period
as holding periods increase from the
deemed commencement date. Since
holding periods are deemed not to have
begun prior to January 1, 1995, for tax
year 2000, the longest possible holding
period is six years. The applicable tax
rate is 5 percent if the capital asset was
held for more than one year but not more
than two years; 4 percent if the capital
asset was held for more than two years
but not more than three years; 3 percent
if the capital asset was held for more than
three years but not more than four years;
2 percent if the capital asset was held for
more than four years but not more than
five years; and 1 percent if the capital
asset was held for more than five years. 

For each subsequent tax year, the long-
est possible holding period increases by
one year, and lower tax rates apply ac-
cordingly. By tax year 2001 the law will
be fully operational and capital assets
held for more than six years will not be
subject to tax.

Income Tax Filing Extensions
In order to receive an income tax filing
extension from DOR, taxpayers must file
Form M-4868 (Application for Automatic
Six-Month Extension of Time to File Mass-
achusetts Income Tax Return) and must
have paid at least 80 percent of their total
tax liability for the year. Form M-4868 may

continued on page 5

Filing Season Notes
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Business Seized Address Tax Liability at Time of Seizure

May

Edward R. Jarvis 46 Beaver Ln., Abington $ 33,384 (income)

Brittany’s Roses and Ribbons, Inc. 316 Pleasant St., Dracut $ 20,605 (sales)

Lightning Lube, Inc. 320 Everett Ave., Chelsea $ 19,132 (corporate, withholding)

New England Pool Supply, Inc. 451 Main St., Indian Orchard $ 47,444 (corporate, sales, withholding)

Down Range Shooting Center, Inc. 96 Main St., Monson $ 48,988 (sales)

June

Fernandes Enterprises, Inc.,
dba JD Furniture Co. 1585 New State Highway, Raynham $ 98,496 (corporate, sales, withholding)

Jacquelyn M. Stanley,
dba Plainville Prescription Center 122 South St., Plainville $ 70,179 (sales, withholding)

Mamma Maria, Inc.,
dba Mamma Maria Restaurant & Pizzeria 5 School St., Hatfield $ 56,881 (corporate, meals, withholding)

Crown Corporation,
dba Crown Cleaners & Tailors 277 Main St., Holyoke $ 85,261 (corporate, withholding)

July

Designer Kitchens, Inc. 116 Long Pond Rd., Plymouth $401,206 (corporate, sales, withholding)

Joseph L. Colt,
dba Joe’s Auto & Truck Repair 51 Innis Dr., Billerica $ 36,848 (sales)

Universe Video, Inc. 5 Knapp St., Boston $104,937 (corporate, sales, withholding)

Ana L. Soto, 193 High St., Holyoke
dba Jasmin Flower & Gift Shop 2460 Main St., Springfield $ 12,725 (sales)

Somewhere Else Lounge, Inc. 15 Main St., Holyoke $ 52,110 (corporate, meals)

August

Borgo Plaza America, Inc., dba Borgo Café 1127 Broadway, Somerville $ 8,350 (meals)

Frank A. Fournier, 12 Revere Rd., Quincy $ 8,960 (sales)
dba South Shore Copi Tech

Beldena Inc., dba The Sheraton Inn 880 Russell Rd., Westfield $184,482 (meals, withholding)

Bruce J. and Barbara Hall, 1418 Lakeview Ave., Dracut $ 40,390 (income, sales)
dba Hall’s Printing

Gary P. Mallows, responsible person for 108 Ely Way, Longmeadow $ 11,301 (sales)
Chelsea Graphics, Inc.

September

Eric James Brazeau, dba Main Street Café 74 Main St., Northfield $110,193 (income, meals, withholding)

Robert Canzano, dba Harwichport Grill 561 Main St., Harwichport $ 16,806 (income, meals, withholding)

Paul May, dba Centre Street Auto Service 800 Centre St., Brockton $ 15,715 (sales)

Hercules Building Wrecking Co., Inc. 138 Wilder St., Brockton $ 24,446 (withholding)

DOR
Seizures

The Department of Revenue conducted 30 seizures between May and October 2000,
closing businesses that, at the time of seizure, owed over $1,868,000 collectively in
back taxes.
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Business Seized Address Tax Liability at Time of Seizure

Gerald McMorrow, dba Scituate Music 123 Front St., Scituate $ 19,439 (sales)

John J. Nestor, III, 399 Hancock St., Quincy $ 21,957 (income, sales)
dba Hancock Flower Shop

October

Better Stones & Gardens of Cape Cod, Inc. 1072 Falmouth Rd., Hyannis $ 97,249 (sales)

Leonard Gallagher, responsible person for 47 Fiddlers Circle, Hyannis $ 97,249 (sales)
Better Stones & Gardens of Cape Cod, Inc.

Irie, Inc., dba The Dubliner 197 Market St., Lowell $ 53,388 (meals, withholding)

Art Renaissance, Inc., dba Dyansen Gallery 132A Newbury St., Boston $ 36,931 (corporate, sales)

CRI, Inc., dba Rick’s Hilltop 59 Maple Ave., South Grafton $ 33,414 (corporate, meals)

be filed by touch-tone telephone if no tax
is due, or if payment is made by Master-
card, Visa, Discover or Novus brand card.
Taxpayers may file an extension online
via the Department’s website (www.
massdor.com) if no tax is due.

Fiduciaries, partnerships, corporate
trusts and clubs and other unincorpo-
rated organizations may request a six-
month filing extension via Form M-8736
(Application for Extension of Time to File
Fiduciary, Partnership or Corporate Trust
Return). In order to receive the extension,
Form M-8736 must be filed by the filing
deadline and at least 80 percent of the
total tax due must be paid.

Recovered Assets for Holocaust
Survivors
Legislation passed in 2000 provides for
a deduction from Massachusetts gross
income for certain payments received by
a Holocaust survivor (or his or her heirs)
because of persecution for racial or reli-
gious reasons by Nazi Germany or any
other Axis regime. The provisions of the
law apply to tax years commencing on
or after January 1, 1998.

Brownfields Tax Credit
Under existing law, certain taxpayers are
allowed a personal income tax credit for
incurring eligible costs to remediate a
hazardous waste site on property used
for business purposes and located in an
economically distressed area. Recent
legislation extends the time for incurring
eligible costs that qualify for the credit
and changes the limitations rules where
the taxpayers have received state finan-
cial assistance.

Corporate Trusts
Under recent legislation, certain divi-
dends received by a resident beneficiary
or shareholder of a corporate trust are
subject to tax. However, where a tax-
payer or the corporate trust also paid tax
to another state (or certain other jurisdic-
tions) on this income, he or she may be
entitled to a credit for taxes paid to an-
other jurisdiction.

New Apportionment Provisions for
Section 38 Manufacturers
The phase-in of the single sales factor
for corporations engaged in substantial
manufacturing (Section 38 manufacturers)
is complete. For tax year 2000 and there-
after, Section 38 manufacturers must ap-
portion their net income based on a sin-
gle sales factor only.

Package X
Package X, the compendium of the most
commonly used Massachusetts tax
forms, will be available in January in
both paper and CD format. This year’s
Package X CD will contain an archive of
previous years’ tax forms dating back to
1995 as well as a number of taxpayer
guides and handbooks, and public writ-
ten statements. A maximum of two
copies of both versions can be ordered
through Form 2000, found on page 19 of
this issue of TAB.

Filing Notes continued from page 3

Forms 1-ES and 2-ES Change
The instructions for both the preprinted
Form 1-ES, Estimated Income Tax
Vouchers for Individuals and Form 2-ES,
Estimated Income Tax Vouchers for Fidu-
ciaries, Corporate Trusts and Other Unin-
corporated Organizations to be mailed to
taxpayers note that the tax rate for 2001
is 5.8 percent. Taxpayers and practition-
ers should note that after the printing of
these two forms, the passage of Ques-
tion 4 in this past November’s election
further reduced the tax rate to 5.6 per-
cent. All references to 5.8 percent on the
Forms 1-ES and 2-ES, and instructions
should be read as 5.6 percent. The blank
Form 1-ES and 2-ES available from DOR
and Package X have the newly enacted
rate of 5.6 percent. ■

Web File continued from page 1

The seminars are scheduled to take
place in Hyannis on January 4, 2001;
Bridgewater on January 5, 2001; Shrews-
bury on January 9, 2001; Springfield on
January 10, 2001; Pittsfield on January
10, 2001; and Greater Boston on January
12, 2001. CPE credits also will be avail-
able for these seminars. Anyone inter-
ested in attending one of the seminars
should contact Cheryl Thorburn of the
Massachusetts Department of Revenue
at (617) 626-3046 for specific locations
and times, or to register. ■
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site on property used for business pur-
poses and located within an economically
distressed area. Before the act, net re-
sponse and removal costs incurred be-
tween August 1, 1998, and January 1,
2005, were eligible for the credit provided
that the taxpayer commenced and dili-
gently pursued an environmental re-
sponse action before August 5, 2001.
Under the act, net response and removal
costs that the taxpayer incurs between
August 1, 1998, through January 1, 2007,
are eligible for the credit provided that the
taxpayer commences and diligently pur-
sues an environmental response action
before August 5, 2003. St. 2000, c. 159,
§ 120, amending M.G.L. c. 62, § 6(j)(1).

Before the act, the credit was not allowed
to taxpayers who received financial as-
sistance from the Brownfields Redevel-
opment Fund established pursuant to St.
1975, c. 212, § 8G, or from the Redevel-
opment Access to Capital (RAC) Pro-
gram established pursuant to M.G.L. c.
23A, § 60. Under the act, receipt of state
financial assistance does not result in fail-
ure to qualify for the Brownfields credit.
However, the amount of state funds re-
ceived from RAC or from the Brownfields
Redevelopment Fund is deducted from
the expense base for which the credit is
available. Finally, with reference to RAC,
the amount of state financial assistance is
calculated as the amount of state funds
paid on behalf of the borrower for partici-
pation in the program. Where the tax-
payer has borrowed funds subject to a
state guarantee in order to finance reme-
diation expenses and subsequently de-
faults on the loan, any credit taken for the
amount of the loan will be recaptured as
taxes due in the year the loan is paid by
way of the loan guarantee. The effective
date of these provisions is July 1, 2000.
St. 2000, c. 159, §§ 121, 498, amending
M.G.L. c. 62, § 6(j)(4).

Corporate Trust Apportionment
The act amends § 8(c) of Chapter 62
which exempts from taxation dividends
paid to beneficiary/shareholders of cor-
porate trusts on income that has been
subjected to tax at the corporate trust
level. This amendment makes clear that
income earned by a corporate trust
doing business both within and outside
Massachusetts, which is apportioned
outside Massachusetts, will not be con-
sidered to have been “subject to tax” and
will be considered to be “tax-free earn-
ings and profits” of the corporate trust. In
accord with § 8(c), these tax-free earn-
ings and profits will be subject to taxa-
tion at the beneficiary level when paid as

dividends to beneficiaries who are Mass-
achusetts residents. However, these ben-
eficiaries will be entitled to a credit, as
provided under M.G.L. c. 62, § 6(a), for
income taxes paid to other jurisdictions
on such earnings and profits, either by
the beneficiaries or on behalf of the ben-
eficiaries by the corporate trust. St. 2000,
c. 159, §§ 122, 123, amending M.G.L. c.
62, § 8(c).

Corporate Excise
Changes to Brownfields Credit
The act broadens the availability of the
existing corporate excise credits allow-
able to taxpayers that have incurred costs
to remediate a hazardous waste site on
property used for business purposes and
located within an economically distressed
area. Before the act, net response and
removal costs incurred between August
1, 1998, and January 1, 2005, were eligi-
ble for the credit provided that the tax-
payer commenced and diligently pur-
sued an environmental response action
before August 5, 2001. Under the act, net
response and removal costs that the tax-
payer incurs between August 1, 1998,
through January 1, 2007, are eligible for
the credit provided that the taxpayer
commences and diligently pursues an
environmental response action before
August 5, 2003. St. 2000, c. 159, § 124,
amending M.G.L. c. 63, § 38Q(a).

Before the act, the credit was not allowed
to taxpayers who received financial as-
sistance from the Brownfields Redevel-
opment Fund established pursuant to St.
1975, c. 212, § 8G, or from the Redevel-
opment Access to Capital (RAC) Pro-
gram established pursuant to M.G.L. c.
23A, § 60. Under the act, receipt of state
financial assistance does not result in fail-
ure to qualify for the Brownfields credit.
However, the amount of state funds re-
ceived from RAC or from the Brownfields
Redevelopment Fund is deducted from
the expense base for which the credit is
available. Finally, with reference to RAC,
the amount of state financial assistance is
calculated as the amount of state funds
paid on behalf of the borrower for partici-
pation in the program. Where the tax-
payer has borrowed funds subject to a
state guarantee in order to finance reme-
diation expenses and subsequently de-
faults on the loan, any credit taken for the
amount of the loan will be recaptured as
taxes due in the year the loan is paid by
way of the loan guarantee. The effective
date of these provisions is July 1, 2000.
St. 2000, c. 159, § 125, 498, amending
M.G.L. c. 63, § 38Q(d).

Legislative
Update

An Act Making Appropriations for the
Fiscal Year 2001 for the Maintenance
of the Departments, Boards, Commis-
sions, Institutions and Certain Activi-
ties of the Commonwealth, for Interest,
Sinking Fund and Serial Bond Re-
quirements and for Certain Permanent
Improvements (St. 2000, c. 159) — The
fiscal year 2001 budget act includes a
variety of state tax law changes. It adds
a personal income tax charitable deduc-
tion, broadens eligibility for the Brown-
fields credit under the corporate excise
and personal income tax, authorizes the
Commissioner to adopt a sales and use
tax direct payment procedure, creates a
sales tax exemption for prepress equip-
ment and machinery, changes the tax
rates on gasoline and special fuels, and
makes several other changes relating to
state tax law and tax administration.

Personal Income Tax
New Deduction for Charitable
Contributions in 2001
Effective for tax years beginning on or
after January 1, 2001, a personal income
tax deduction will be allowed for charita-
ble contributions. In general, the deduc-
tion is equal to the amount of the charita-
ble contributions deduction allowed or
allowable to the taxpayer for the taxable
year under the Internal Revenue Code.
For purposes of the Massachusetts de-
duction, all requirements, conditions and
limitations imposed upon charitable con-
tributions under the Internal Revenue
Code will apply for purposes of deter-
mining the amount of the deduction.
However, although individual taxpayers
must itemize deductions in order to
claim the charitable deduction on their
federal income tax returns, they are not
required to itemize on the federal return
in order to claim the Massachusetts charit-
able deduction. The Department will
issue a regulation providing details on this
new deduction. St. 2000, c. 159, §§ 119,
488, amending M.G.L. c. 62, § 3B(a),
adding new subparagraph (13).

Changes to Brownfields Credit
The act broadens the availability of the
existing personal income tax credits al-
lowable to taxpayers that have incurred
costs to remediate a hazardous waste



An Act Relative to Disclosure of Infor-
mation to the State Police Violent Fugi-
tive Arrest Squad (St. 2000, c. 166) —
This act provides that, effective August 1,
2001, the Commonwealth will withhold
certain state benefits and state-issued
driver’s and professional licenses to per-
sons against whom a default or arrest
warrant is outstanding. In addition, this
act provides that a state tax refund shall
not be issued to a person against whom
a default or arrest warrant issued by any
court of the Commonwealth is outstand-
ing. In lieu of the payment, the taxpayer
will receive notice that the refund is being
withheld because there is a default or ar-
rest warrant outstanding and that the re-
fund will be withheld until the individual
furnishes proof that the default or arrest
warrant has been recalled or that no
such warrant exists. The Department will
issue regulations to implement this sec-
tion, which will include the opportunity for
a hearing to challenge the existence of
the outstanding warrant. St. 2000, c. 166,
§§ 6, 19, amending M.G.L. c. 62C, § 36.

In addition, under the act, certain infor-
mation collected by the Department
under the Wage Reporting System may
be disclosed to the state police and
local police for the sole purpose of iden-
tifying and locating individuals wanted
on default or arrest warrants. Only identi-
fying and locating information, including
the name, date of birth, all pertinent ad-
dresses, telephone number and Social
Security number of such individuals shall
be made available to the state police
and local police departments. The effec-
tive date of this provision is November 2,
2000. St. 2000, c. 166, § 7, amending
M.G.L. c. 62E, § 8.

An Act Further Regulating the Sales
Tax on Vending Machine Purchases
(St. 2000, c. 209) — This act increases
the sales price threshold at which vend-
ing machine sales are subject to the
sales tax on meals. Before the act, vend-
ing machine sales of snacks or candy
with a sales price of less than $1.00 were
not subject to tax. After the act, if a vend-
ing machine sells only snacks or candy
with a sales price of less than $3.50, its
sales are not subject to tax. The effective
date of this provision is November 8,
2000. St. 2000, c. 209, amending M.G.L.
c. 64H, § 6(h).

for filing for reimbursement of sales and
use tax bad debts for any year was April
15 of the next year. A 1998 amendment
to the sales tax at M.G.L. c. 64H, § 33
changed the deadline for filing a claim for
sales tax bad debts to the due date, in-
cluding extensions, for the taxpayer to file
its federal income tax return for the prior
fiscal year. The new law similarly amends
the filing date for use tax bad debts and
codifies the current practice of the De-
partment as announced in TIR 00-3,
Claiming the Bad Debt Reimbursement.
Effective January 1, 1999, TIR 00-3 re-
quires claims for sales and use tax bad
debts to be filed on the due date of the
federal income tax return, including ex-
tensions, (or annual federal filing in the
case of an exempt organization) for the
prior fiscal year. St. 2000, c. 159, § 132,
amending M.G.L. c. 64I, § 34.

Motor Fuels
Gasoline Excise
Massachusetts imposes an excise at the
wholesale level on each gallon of gaso-
line sold in the Commonwealth that is
used to power motor vehicles on high-
ways. Before the act, the tax per gallon
was equal to 19.1 percent of the average
wholesale price per gallon of gasoline,
exclusive of federal and state motor fuel
taxes, with a minimum tax of 21 cents per
gallon. Effective July 1, 2000, the gaso-
line excise is imposed at the rate of 21
cents per gallon of gasoline, regardless
of the average wholesale price. St. 2000,
c. 159, §§ 126, 498, amending M.G.L. c.
64A, § 1.

Special Fuels Excise
The special fuels excise applies to all
sales of fuel used by motor vehicles on
highways, with the exception of gasoline.
Like the gasoline excise, the special fuels
excise is imposed at the wholesale level.
In general, the tax rate for special fuels
(e.g., diesel fuel) is the same as the tax
rate for gasoline used by motor vehicles.
Thus, effective July 1, 2000, the 21 cents
per gallon tax rate will apply to the sale of
special fuels, except for the sale of lique-
fied gas (e.g., propane, CNG and LNG).
Effective July 1, 2000, the act provides
that liquefied gas will continue to be
taxed at the per gallon rate equal to 19.1
percent of the average wholesale price
per gallon of liquefied gas, exclusive of
federal and state motor fuel taxes. No
minimum tax applies to the sale of lique-
fied gas. St. 2000, c. 159, §§ 129, 498
amending M.G.L. c. 64E, § 4.

Sales and Use Tax
Direct Payment Permits in 2001
In general, sales taxes upon the sale of
tangible personal property and upon tax-
able telecommunications services are to
be collected by the vendor, who in turn
must pay the sales tax to the Commis-
sioner. M.G.L. c. 64H, §§ 2, 3(a). Effective
January 1, 2001, the Commissioner is
authorized to adopt a direct payment pro-
cedure whereby certain purchasers who
operate a business may pay sales or use
taxes directly to the Department rather
than through a vendor. A purchaser will
be required to apply to the Commissioner
for issuance of a direct pay permit. If ap-
proved, the purchaser will be issued a di-
rect pay permit providing that no vendor
making a sale to the permit holder will be
required to collect the sales or use tax on
such sale. In addition, the direct pay per-
mit will state that the permit holder will re-
port the liability on a form designated by
the Commissioner, and will pay directly
to the Department the sales or use tax
due on any tangible personal property or
services acquired by the permit holder.
The Department will promulgate a regu-
lation explaining the eligibility for and
use of direct payment permits. St. 2000,
c. 159, §§ 130, 489, amending M.G.L. c.
64H, § 3 by adding subsection (b).

Prepress Equipment and Machinery
Effective July 1, 2000, there is a sales
and use tax exemption for sales of ma-
chinery and equipment if the operation,
function or purpose of the machinery or
equipment is an integral or essential part
of a continuous production flow or proc-
ess of manufacturing printed material to
be sold and such machinery and equip-
ment is used exclusively for that pur-
pose. In addition, the exemption applies
to sales of prepress items which are
used exclusively as part of a continuous
production flow or process of manufac-
turing printed material to be sold. This
legislation modifies the Department’s
Printing Regulation, 830 CMR 64H.6.2,
which will be amended to reflect the new
exemption. St. 2000, c. 159, §§ 131, 498,
amending M.G.L. c. 64H, § 6 by adding
paragraph (ss).

Claim for Use Tax Bad Debt
Reimbursement
Under the bad debt reimbursement pro-
visions, vendors may file a claim for
reimbursement of sales or use tax they
have remitted to the Department on ac-
counts which are later determined to be
worthless. Under prior law, the deadline
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DOR has issued the following public written statements between January and October
2000. For copies or more information, please call (617) 626-3250. The documents below
also are available through DOR’s Fax on Demand system by calling (617) 887-1900 from
the handset and the keypad of your fax machine and entering the code number following
the title of the appropriate document. Public written statements also are available on the
DOR website at www.massdor.com.

Regulations

Cite Category Title Promulgation Date
62.4.1 Income Tax Capital Gains and Losses/2672 3/31/00

63.38.7 Corporate Excise Apportionment of Income of Mutual 3/31/00
Fund Service Corporations/2673

64H.1.4 Sales and Use Tax Discounts, Coupons and Rebates/2674 4/28/00

64H.6.1 Sales and Use Tax Casual and Isolated Sales/2676 7/7/00

Regulation Amendments

Cite Category Title Promulgation Date
63.38.1 Corporate Excise Apportionment of Income/2675 3/31/00

64H.6.5 Sales and Use Tax Sales Tax on Meals/2677 7/7/00

Technical Information Releases (TIR)

TIR Category Title Issuance Date
00-2 Sales and Use Tax Convention Center Financing 1/28/00

Surcharges/1912

00-3 Sales and Use Tax Claiming the Bad Debt 2/10/00
Reimbursement/1913

00-4 Income Tax Massachusetts Exclusion Amounts 3/3/00
for Qualified Transportation Fringe 
Benefits/1914

00-5 Tax Administration Interest Rate on Overpayments and 3/31/00
Underpayments/1915

00-6 Corporate Excise Expiration of the Grandfather Provision 6/9/00
that Exempted Certain Entities from 
the Financial Institution Excise/1916

00-7 Tax Administration Interest Rate on Overpayments and 6/27/00
Underpayments/1915

00-8* Income Tax Deduction for Certain Payments 9/1/00
Made to Holocaust Survivors/1917

00-9* Income Tax/
Sales and Use Tax/
Corporate Excise/ Tax Changes in the Fiscal Year 9/29/00
Miscellaneous Excise 2001 Budget/1918

00-10* Tax Administration Interest Rate on Overpayments and 9/29/00
Underpayments/1915

00-11* Sales and Use Tax Changes in the Exemption for Meals 10/25/00
Sold from Vending Machines/1919

Regulations, TIRs, Directives and Letter Rulings: 2000

Timothy Connolly Appointed Director
of Communications
Timothy Connolly recently was appointed
Director of Communications for the De-
partment. A veteran reporter and politi-
cal columnist with the Worcester Tele-
gram & Gazette, Mr. Connolly brings to the
Department more than 20 years of media
experience. Since 1993 he has written a
weekly column on Massachusetts and
national politics for the newspaper. In ad-
dition to his duties as a reporter, Mr. Con-
nolly taught journalism as a member of
the faculty at both Assumption College
and Clark University.

As DOR’s Director of Communications,
Mr. Connolly will be responsible for han-
dling media relations and the Depart-
ment’s communications to the public re-
garding all aspects of tax administration
and child support issues. In addition, he
will be responsible for the oversight of
DOR’s Publishing Services Office, which
produces all DOR tax forms as well as a
number of newsletters, taxpayer guides
and assorted internal publications. Mr.
Connolly holds a bachelor and master’s
degree from Assumption College.

Melissa Cummings Named Director of
Strategic Planning
Melissa Cummings recently was named
Director of Strategic Planning. Prior to join-
ing DOR, Ms. Cummings served as leg-
islative director for the Executive Office for
Administration and Finance (A&F) where
she coordinated the administration’s
analysis and response to the outside
sections of the FY99 and FY00 general
appropriations act. Additionally, she man-
aged the legislative priorities for A&F as
the primary liaison to the Massachusetts
Senate and House of Representatives.

In her new role, Ms. Cummings will work
directly with the Commissioner, deputy
commissioners and bureau chiefs to de-
velop improved business processes and
long-term objectives for the Department.
A graduate of Salve Regina University,
she holds a bachelor’s degree in judicial
administration.

Georgann McClain Named Chief of
Compliance Division Field Office
Georgann McClain was named Chief of
the Compliance Division’s new Field Of-
fice Bureau. A 12-year veteran of DOR,
Ms. McClain has served as Chief of the
Human Resources Bureau and, most re-
cently as Director of Special Projects for
the Administrative Services Division.
During her career with DOR, she has

played a key role in the successful de-
sign and implementation of several em-
ployee policies and programs. In her
new role, she will oversee the district of-
fice counter operations and the contin-
ued development of the Compliance Di-
vision’s business outreach program. Ms.
McClain holds a master’s degree from
the University of Akron. ■

DOR
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DOR Directives (DOR-D)

DOR-D Category Title Issuance Date
00-1 Corporate Excise Corporate Excise Treatment of 1/28/00

Computer Service Agreements/3568

00-2 Sales and Use Tax FCC Regulated Charges on 1/28/00
Telephone Service/3569

00-3 Sales and Use Tax Sales Tax Treatment of Rentals 3/24/00
of Portable Toilets/3570

00-4 Corporate Excise Manufacturing Corporation Status 3/31/00
of LLCs, Partnerships and Corporate
Members and Partners/3571

00-5 Income Tax Partner’s Elective Contribution to 6/27/00
an IRC § 401(k) Plan/3572

00-6 Sales and Use Tax Sales Tax Treatment of Sales of 7/31/00
Dietary Supplements and Edible
Oils or Food Oils/3573

00-7* Sales and Use Tax Sales of Lifts Installed in Motor 9/29/00
Vehicles/3574

00-8* RESERVED

Letter Rulings (LR)

LR Category Title Issuance Date
00-1 Tax Administration/ Withholding on Nonperiodic Payments 1/28/00

Withholding Made Under a Nonqualified Plan/2315

00-2 Sales and Use Tax Trade-In of Motor Vehicle/2316 1/28/00

00-3 Sales and Use Tax Computer Sales Inventory Items 2/10/00
Used for Demonstration and
Returned to Sales Inventory/2317

00-4 Sales and Use Tax Throwback Sales Under G.L. c. 63, 3/3/00
§ 48(f)/2318

00-5 Corporate Excise Partnership Status of Brazilian 3/20/00
Limited Liability Quota Company/2319

00-6 Sales and Use Tax Pest Elimination System/2320 3/24/00

00-7 Sales and Use Tax Sales Tax Treatment of Transactions 3/24/00
That Relate to Communications 
Towers/2321

00-8 Corporate Excise/ Treatment of a Non-Massachusetts 6/9/00
Income Tax Single Member Limited Liability

Under Chapters 62 and 63 of the
General Laws/2322

00-9 Corporate Excise Tax Consequences of Converting a 6/9/00
Subsidiary Manufacturing Corporation
Into a Limited Liability Company/2323

00-10* Sales and Use Tax Sales Tax Treatment of Property Used 7/31/00
Inconsistently with Resale or Exempt
Use Certificate/2324

00-11* Corporate Excise Massachusetts Tax Treatment of a 8/29/00
Netherlands BV/2325

00-12* Income Tax Flow-Through of Exempt Interest 9/1/00
in a Two-Tiered RIC Structure/2326

00-13* Sales and Use Tax Application of Sales Tax to Research 9/12/00
and Report Services/2327

00-14* Sales and Use Tax Data Base Service — Sales and Use 9/21/00
Tax Issues/2328 ■

*Please note that these public written statements have been issued since the publication of the
June 2000 TAB.

Regulations, TIRs, Directives and Letter Rulings: 2000 Legislative Update continued from page 7

An Act Providing for an Accelerated
Transportation Development and Im-
provement Program for the Common-
wealth (St. 2000, c. 235) — This act cre-
ates a new sales tax exemption for
certain sales of tangible personal prop-
erty purchased by a consultant contrac-
tor or subcontractor, or operating con-
tractor or subcontractor, of any
governmental body or agency, as de-
scribed in M.G.L. c. 64H, § 6(d), for use
in fulfilling a consulting or operating con-
tract to provide qualified services in a
public project, provided that the consul-
tant contractor or subcontractor or oper-
ating contractor or subcontractor is re-
quired both to acquire such property
and to be reimbursed for the cost of
such property pursuant to such contract.
The effective date of this provision is No-
vember 1, 2000. St. 2000, c. 235, §§ 16,
106, amending M.G.L. c. 64H, § 6 by
adding new subsection (rr).

An Act Making Appropriations for the
Fiscal Year 2000 to Provide for Supple-
menting Certain Existing Appropria-
tions and for Certain Other Activities
and Projects (St. 2000, c. 236) — This
act corrects the capital gains provisions
of the personal income tax to allow tax-
payers to deduct losses from the sale or
exchange of capital assets held for more
than five years in the same manner as
other capital losses with holding periods
of more than one year. Due to a technical
defect in the prior law, the deduction of
these losses was restricted. These provi-
sions are applicable to taxable years be-
ginning on or after January 1, 1996,
which is the effective date of the legisla-
tion that these provisions seek to correct.
St. 2000, c. 236, §§ 13, 14, 102, amend-
ing M.G.L. c. 62, § 2(c)(2)(a) and (b), and
St. 2000, c. 236, §§ 15, 16, 102, amend-
ing M.G.L. c. 62, § 2(e)(I)(1) and (2). ■



U.S. District Court
Bankruptcy
Commonwealth of Massachusetts, De-
partment of Revenue v. Robert L. Gos-
selin, United States District Court, CA
No. 99-40176-PBS (July 2000) — In this
case of first impression in the First Circuit,
the U.S. District Court (court) reversed
the decision of the United States Bank-
ruptcy Court and held that Section 106 of
the Bankruptcy Code is unconstitutional.

In the matter before the court, the debtor
filed a Chapter 7 Bankruptcy petition and
was granted a discharge pursuant to
Section 727 of the Bankruptcy Code. The
debtor then filed an Adversary Proceed-
ing seeking to discharge his pre-petition
income tax liability to the Commonwealth.
The Commonwealth moved to dismiss
asserting its sovereign immunity pursuant
to the Eleventh Amendment to the U.S.
Constitution.

The Bankruptcy Court denied the motion
to dismiss and the debtor later was
granted summary judgment. The Com-
monwealth filed a timely appeal to the
District Court. The sole issue on appeal
was whether Congress had the authority
to abrogate states’ sovereign immunity
when it amended Section 106 of the
Bankruptcy Code in 1994.

In reversing the Bankruptcy Court, the
court follows a growing line of cases that
stem from the decision of the United
States Supreme Court in Seminole Tribe
of Florida v. Florida, 517 U.S. 44, 57
(1996). In Seminole Tribe and the cases
that have followed, the Supreme Court
has held that when Congress abrogated
states’ sovereign immunity in Section 106
of the Bankruptcy Code, it did so without
authority under Article I of the U.S. Consti-
tution. Furthermore, even when the Con-
stitution vests in Congress complete law-
making authority over a particular area
(i.e., bankruptcy), the Eleventh Amend-
ment prevents congressional authoriza-
tion of suits by private parties against un-
consenting states.

Miscellaneous
EMC Mortgage Corp. v. Richard
Stadelmann, et al, United States Dis-

trict Court, CA No. 00-CV-10342-JLT
(October 2000) — The United States
District Court found in favor of the Com-
missioner. The issue was whether the
Eleventh Amendment barred the plaintiff
from filing an interpleader action in fed-
eral court and naming the Commissioner,
among other parties, as defendants.

EMC Mortgage Corp. (EMC), the plain-
tiff, held a mortgage on property owned
by Stadelmann. Stadelmann had de-
faulted on his payments to EMC and
EMC foreclosed on the property. After
EMC had satisfied Stadelmann’s obliga-
tions under the terms of the mortgage, it
had a remaining surplus of funds from
the foreclosure proceeds. EMC filed an
interpleader action in the United States
District Court naming Stadelmann, the
Commonwealth, and other interested
parties, as defendants in an effort to de-
termine the authenticity and priority of all
of such parties’ interests to these surplus
funds. The court found that the Eleventh
Amendment barred EMC from bringing
suit against the Commonwealth in fed-
eral court because none of the arguably
relevant federal statutes “explicitly or im-
plicitly discussed the abrogation of states’
sovereign immunity in suits brought by
private parties.” It further opined that,
under the U.S. Supreme Court case
Seminole Tribe of Florida v. Florida, “Con-
gress may abrogate the States’ constitu-
tionally secured immunity from suit in
federal court, only by making its intention
unmistakably clear in the language of
the statute.”

Supreme Judicial Court
Sales and Use Tax
Commissioner of Revenue v. J.C. Pen-
ney Co., SJC-08186 (June 2000) and
Commissioner of Revenue v. Outdoor
World, SJC-08184 (June 2000) — In
these cases, the Supreme Judicial Court
(SJC) reversed the decisions of the Ap-
pellate Tax Board (ATB) and entered its
decision in favor of the Commissioner.

The sole issue in both of these cases was
whether the term “use” encompasses a
taxpayer’s distribution of merchandise
catalogs to Massachusetts addressees
by means of interstate mail for the pur-
pose of soliciting retail business. The SJC
stated “[w]e answer this question in the
affirmative and, therefore reverse the
board’s decision.”

In its decision, the SJC held “[i]n sum, the
assessment of a use tax on catalogs and
other promotional materials that a Mass-
achusetts merchant sends to residents

of the Commonwealth by interstate mail
is consistent both with the plain language
of M.G.L. c. 64I, § 2, and its underlying
policy.”

Superior Court
Tax Administration
Donuts of Swansea, Inc. v. Commis-
sioner of Revenue, CA No. 96-6623-F
(August 2000) — The Suffolk Superior
Court granted the Commissioner’s re-
quest for summary judgment in this ac-
tion. The issue was whether the imposi-
tion of interest and penalties under
Sections 28, 32 and 33 of M.G.L. c. 62C
following a criminal conviction of the tax-
payer violated the taxpayer’s rights
against double jeopardy.

The taxpayer, a retail establishment, had
entered pleas of guilty to charges that it
had evaded the meals tax and failed to
account for and pay approximately
$65,000 in meals taxes in connection
with its filing of several “zero” meals tax
returns for the period 1989 through 1992.
The court ordered that the taxpayer,
among other things, pay a fine on the tax
evasion count. Following up on the heels
of this criminal conviction, the Commis-
sioner issued a Notice of Assessment to
the taxpayer for $154,000 that included
a double assessment under Section 28,
along with interest and penalties under
Sections 32 and 33. The taxpayer brought
a declaratory suit in Suffolk Superior Court
seeking a declaration that the assess-
ment violated its rights against double
jeopardy and an order restraining the
Commissioner from collecting the as-
sessment. A preliminary injunction was
issued that prohibited the Commissioner
from collecting any part of the Section 28
double assessment pending the resolu-
tion of the underlying matter. The tax-
payer then moved for summary judgment
on its complaint and the Commissioner
both opposed this motion and moved for
summary judgment in its favor.

The court found that the Legislature in-
tended to establish both civil and criminal
penalties. The statutory sections invoked
as part of the subsequent civil assess-
ment contained no reference to any
crimes and made no provision for any
criminal process. Indeed, the court found
significant meaning in the fact that the
authority to issue the respective penalties
was conferred upon an administrative
agency — prima facie evidence that the
Legislature intended to provide for civil
sanctions. The court further held that the
statutory provisions at issue served the
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non-criminal purpose of increasing the ef-
ficacy of state tax administration and were
rationally related to this non-punitive pur-
pose of providing incentive for taxpayers
to pay their taxes in a timely manner. Ac-
cordingly, the court explicitly held that the
imposition of the civil penalties did not vi-
olate the double jeopardy clause, which
only protects against the imposition of
multiple criminal punishments for the
same offense.

The taxpayer has filed a Notice of Ap-
peal of this matter.

Appeals Court
Corporate Excise
Noreast Fresh, Inc. v. Commissioner of
Revenue, Docket No. 98-P-1917 (Octo-
ber 2000) — The Appeals Court reversed
the decision of the Appellate Tax Board
and found in favor of the taxpayer. The
sole issue in this appeal was whether the
taxpayer’s activities constituted activities
of a manufacturer thereby qualifying the
taxpayer for classification under M.G.L.
c. 63, § 38C.

The taxpayer’s business was comprised
of processing raw vegetables into a vari-
ety of prepackaged products such as
coleslaw and salad for sale to retail su-
permarket chains. The Appeals Court
held that while the taxpayer’s business
fell somewhere between the fact patterns
of existing food processing cases (i.e.,
assembling of fast-food items such as
hamburgers does not constitute manu-
facturing; baking of breads and the pro-
duction of sausages from livestock, does
constitute manufacturing), the taxpayer’s
activities of sterilizing, chopping and
packaging were enough to constitute
manufacturing.

Appellate Tax Board
Corporate Excise
Interface-Group Nevada, Inc. v. Com-
missioner of Revenue, ATB Docket
No. 182909 (May 2000) — In this case,
the Appellate Tax Board (ATB) issued its
Findings of Fact and Report in favor of
the Commissioner.

Interface Group-Nevada, Inc., was a
Massachusetts S corporation with a prin-
cipal place of business in Needham,
Massachusetts. The corporation was
comprised of three divisions: a Travel Di-
vision, a Tradeshow Division and the Air-
line Division.

For tax year 1985, Interface applied for
alternative apportionment seeking to
separately apportion the income from the

Tradeshow Division and the Travel Divi-
sion. After audit, the Department of Rev-
enue determined that: (1) Interface was
not entitled to alternative apportionment;
(2) Interface was required to include 100
percent of the gross receipts of the Travel
Division in the sales factor as Massachu-
setts sales; and (3) Interface was required
to include 100 percent of the value of the
two airplanes of the Airline Division in the
numerator of the property factor.

The ATB held that despite Interface’s at-
tempts to maintain separate divisions
within the same S corporation, Interface
remained a single entity and was not en-
titled to alternative apportionment.

Also, the ATB held that 100 percent of the
gross receipts of the Travel Division were
properly included in the sales factor as
Massachusetts sales because the costs
of performance were greater in Mass-
achusetts than in any other location. The
costs of performance took place in
Needham, Massachusetts, when em-
ployees of Interface packaged the travel
deals and sent them out to independent
travel agents.

Finally, the ATB held that the apportion-
ment factor of 43.36 percent for the two
airplanes, which was reported on the
original return, was the correct factor.
The ATB, therefore, ordered an abate-
ment of the assessment of 100 percent
of the airplanes in the property factor to
43.36 percent.

The taxpayer has filed a Notice of Appeal
of this decision.

Hoechst Celanese Corp. v. Commis-
sioner of Revenue, ATB Docket No.
F194694 (June 2000) — In this case,
the Appellate Tax Board (ATB) issued its
Findings of Fact and Report in a deci-
sion in favor of the taxpayer on one issue
and in favor of the Commissioner on the
other issue.

The taxpayer, Hoechst Celanese Corpo-
ration (Hoechst), was a Delaware corpo-
ration that had nexus with Massachu-
setts. During the year at issue, Hoechst
owned 100 percent of FII, a Delaware
corporation that did not have nexus with
Massachusetts.

The first issue was whether, during the
year at issue, FII, a wholly-owned sub-
sidiary of Hoechst, was undergoing a
tax-free liquidation under Internal Rev-
enue Code § 332 and, therefore, whether
FII’s allocable share of pension reversion
funds, which would have reverted to FII
as part of the liquidation, was properly in-

cluded in Hoechst’s Massachusetts tax-
able income.

The Commissioner argued that FII was
not in a status of liquidation due to cer-
tain actions it took after FII adopted a
plan of complete liquidation on Novem-
ber 30, 1983 and, therefore, FII’s share of
the pension reversion funds should be in-
cluded in Hoechst’s Massachusetts tax-
able income. The ATB found, however,
that during the year at issue, FII’s primary
purpose was to wind down its operations
in anticipation of its complete liquidation.
Further, the ATB found that from the time
FII made its first distribution in December
1983, until the final distribution in Decem-
ber 1985, FII was in a state of liquidation.
As to FII’s activities during the relevant pe-
riod, the ATB stated: “[i]t is not required
that a corporation terminate all business
activities instantaneously. It is enough that
the corporation’s activities are directed
toward liquidation and that any ongoing
operations are reasonable within the con-
text of the plan of liquidation.”

The second issue was whether Hoechst’s
allocable share of receipts from the pen-
sion plan reversion was properly exclud-
able from the denominator of its Mass-
achusetts sales factor. In ruling for the
Commissioner on this issue, the ATB
found that but for the sale of securities
there would have been no distribution to
Hoechst. Therefore, the pension fund re-
version constituted gross receipts from
the disposition of securities and was
properly excludable from the denominator
of Hoechst’s Massachusetts sales factor.

Bayer Corporation v. Commissioner of
Revenue, ATB Docket Nos. F239697,
F239698, F245722 (July 2000) — In this
case, the Appellate Tax Board (ATB) pro-
mulgated its Findings of Fact and Report
in favor of the Commissioner.

The assessments at issue related to
Agfa Corporation and its subsidiary Agfa
Financial Services, Inc. For the periods
at issue, Agfa Corporation was a foreign
corporation doing business in all 50
states. Agfa Corporation manufactured,
sold and leased hardware and software
used in computerized typesetting equip-
ment systems. Agfa Financial Services,
Inc. was a Massachusetts corporation
that provided financing options to cus-
tomers of Agfa Corporation. The issue in
the case was whether the Commissioner
was correct in determining that Agfa Fi-
nancial’s income was interest income
from financing activities or whether the
taxpayer was correct in characterizing
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the income as rental income from equip-
ment leasing transactions.

The Commissioner argued that Agfa Fi-
nancial was a financing entity earning in-
terest income. The Commissioner also
argued that Agfa Financial had nexus
only with Massachusetts. Since interest
income is not considered in the appor-
tionment formula and Agfa Financial had
not demonstrated nexus with any other
state, 100 percent of Agfa Financial’s in-
come was sourced to Massachusetts.

The taxpayer argued that Agfa Financial
was a leasing company renting computer
equipment. The taxpayer argued that
Agfa Corporation’s employees worked
on behalf of Agfa Financial and created
nexus in other states. Accordingly, the
taxpayer maintained that it was entitled
to apportion its “rental” income.

The ATB found that Agfa Financial was
not the owner/lessor of the leased equip-
ment and that its transactions with Agfa
Corporation were financing arrange-
ments generating interest income. Fur-
ther, because Agfa Financial’s business
activities were conducted in Massachu-
setts, and it did not have nexus with any
other state, it was not entitled to appor-
tion its income. Accordingly, the ATB
found that the Commissioner properly al-
located 100 percent of Agfa Financial’s
income to Massachusetts.

Eaton Financial Corp. v. Commis-
sioner of Revenue, ATB Docket Nos.
F206441-F206443 (July 2000) — In this
case, the Appellate Tax Board (ATB) is-
sued its Findings of Fact and Report in
favor of the taxpayer.

The issue in this case was whether the
Commissioner properly classified Eaton
as a “tangible” property corporation within
the meaning of M.G.L. c. 63, § 30(10) and
not as an “intangible” property corpora-
tion within the meaning of c. 63, § 30(11).

The ATB found that Eaton’s leases of cer-
tain office and business equipment were
capital leases and that Eaton was not
and could not be treated as the owner of
the underlying assets for purposes of the
net worth component of the corporate
excise. Accordingly, the ATB ruled that
Eaton was an intangible property corpo-
ration for purposes of § 30 and § 32 and
ordered a full abatement. In ruling for
Eaton, the ATB found that the Legislature
intended to incorporate the treatment of
an asset on a corporation’s books con-
sistent with GAAP, in calculating the net

worth component of the corporation’s
corporate excise.

The Sherwin-Williams Co. v. Commis-
sioner of Revenue, ATB Docket No.
F233560 (July 2000) — In this case, the
Appellate Tax Board (ATB) promulgated
its Findings of Fact and Report in favor
of the Commissioner.

The issue in this case was whether it was
proper for the Department to disallow
business expense deductions claimed
by Sherwin-Williams for annual royalty
payments made to its wholly-owned Dela-
ware subsidiaries. Sherwin-Williams had
transferred valuable trademarks to newly
formed holding companies in Delaware.
These subsidiaries simultaneously li-
censed the trademarks back to Sherwin-
Williams and thereafter charged the
company significant royalties for use of
the trademarks. The case also involved
a challenge to the Department’s denial of
interest expense deductions claimed by
Sherwin-Williams on a loan it received
from one of its Delaware subsidiaries.

In upholding the Commissioner’s denial
of these deductions, the ATB found that
the transactions giving rise to the royalty
and interest expenses were not sup-
ported by any valid business purpose
and lacked economic substance. The
ATB also found that the deductions were
not “ordinary and necessary” business
deductions within the meaning of Internal
Revenue Code § 162. Further, the ATB
ruled that the Commissioner was author-
ized to eliminate the intercompany pay-
ments pursuant to M.G.L. c. 63, § 39A,
on the grounds that the payments made
between the affiliated corporations were
in excess of fair value.

The taxpayer has filed a Notice of Ap-
peal of this decision.

Syms Corp. v. Commissioner of Rev-
enue, ATB Docket Nos. F21584 and
F228324 (September 2000) — The case
involved the following three issues:
(1) whether Syms Corp. (Syms) was enti-
tled to deduct royalty expenses paid to
its wholly-owned Delaware subsidiary as
a result of the transfer and license-back
of its trademarks; (2) whether reasonable
cause existed for an abatement of the
penalties assessed against Syms; and
(3) whether the ATB had jurisdiction to
hear Syms’s appeal for three of the five
years at issue given that its abatement
applications for those three years were
not filed within 60 days of the date of the
notice of abatement denial, pursuant to
M.G.L. c. 62C, § 37. The Appellate Tax

Board (ATB) ruled in favor of the Commis-
sioner on the first two issues and in favor
of Syms on the third, jurisdictional, issue.

The ATB found that the transaction involv-
ing the transfer and license-back of the
trademarks between Syms and its sub-
sidiary lacked economic substance and
was not supported by a valid business
purpose. The royalty expense deductions
were, therefore, disallowed. The ATB fur-
ther upheld the Commissioner’s assess-
ment under the substance over form and
the assignment of income doctrines. The
ATB found that the deductions were not
“ordinary and necessary” business de-
ductions within the meaning of I.R.C. Sec-
tion 162. Finally, the ATB ruled that the
Commissioner was authorized to deny
the deductions pursuant to M.G.L. c. 63,
§ 39A, on the basis that the payments
made between the affiliated corporations
were in excess of fair value.

In ruling in favor of the Commissioner on
the issue of whether the penalty assess-
ment should have been abated, the ATB
found that reasonable cause did not exist
because Syms failed to seek the advise
of competent tax professionals before
implementing its “aggressive tax plan.”
As such, the Commissioner exercised
proper discretion in refusing to abate the
penalties assessed against Syms.

With regard to the jurisdictional issue,
the ATB found that although Syms filed
its petitions for tax years 1989–1991
more than 60 days after the date of the
Commissioner’s abatement denial, the
evidence showed that Syms did not re-
ceive the notice of abatement denial
within 60 days of the date of the notice.
The ATB ruled, therefore, that Syms was
entitled to a “reasonable time” after re-
ceiving actual notice of the denial within
which to seek an appeal. Syms filed its
petition within 30 days of the date it
claims it received actual notice of the de-
nial, an amount of time which the ATB
found to be reasonable.

The taxpayer has filed a Notice of Ap-
peal in this matter.

Tenneco, Inc. v. Commissioner of Rev-
enue, ATB Docket No. F162137–F
162140 (September 2000) — The Appel-
late Tax Board (ATB) issued its Findings of
Fact and Report in this matter in favor of
the Commissioner with regard to all three
issues. The three issues in this matter
were: (1) whether dividends paid to the
taxpayer by certain of its subsidiaries were
includible in its apportionable net income;
(2) whether management fees paid to the
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taxpayer by its subsidiaries constituted
“gross income” under M.G.L. c. 63, § 52A;
and (3) whether the taxpayer was entitled
to use alternative apportionment. 

Tenneco was a foreign corporation regis-
tered to do business within the Common-
wealth. Tenneco and its subsidiaries con-
ducted numerous business operations in
the oil and gas and natural gas explo-
ration, production, processing and mar-
keting areas. Certain of these activities
were conducted in the Commonwealth.
Tenneco and its subsidiaries also owned
various assets in Massachusetts. Some of
Tenneco’s subsidiaries paid Tenneco di-
vidends. Furthermore, Tenneco main-
tained management contracts with its sub-
sidiaries under which Tenneco charged
its subsidiaries an allocable share of the
administrative and general costs. The
fees were based on a percentage of the
subsidiaries’ revenues. These fees rep-
resented Tenneco’s costs for providing
these centralized management services.
Tenneco treated the management fees
as book income, but failed to report them
as gross income for federal and state in-
come tax purposes. The subsidiaries did
not claim federal or state income tax de-
ductions for the management fees paid
to Tenneco.

For the years at issue, the taxpayer filed
“hybrid” tax returns — utility tax returns for
its pipeline division and corporate returns
for its non-utility divisions. The taxpayer
deducted dividends that it received from
its subsidiaries and did not include man-
agement fees that it had received from
its subsidiaries on its corporate returns.
The ATB found that, notwithstanding the
diverse activities of the taxpayer’s non-
utility subsidiaries, it was a utility corpo-
ration subject to tax pursuant to M.G.L.
c. 63, § 52A. It further held that the tax-
payer and its divisions and subsidiaries
were sufficiently integrated to be compo-
nents of a unitary business enterprise.
Accordingly, the ATB determined that the
dividends received by the taxpayer from
its non-utility subsidiaries should have
been includible in Tenneco’s apportion-
able net income as provided for under
Section 52A. The ATB further found that
the management fees received by Ten-
neco from its subsidiaries constituted
“gross income from all sources, without
exclusion” for purposes of M.G.L. c. 63,
§ 52A(1)(b), and, therefore should have
been included in Tenneco’s apportion-
able net income. Finally, the ATB re-
jected the taxpayer’s argument for alter-
native apportionment under M.G.L. c.
63, § 42 and determined that the Com-

missioner did not err in applying the
statutory apportionment formulas under
M.G.L. c. 63, § 52A(3), applicable for the
tax years at issue.

Textron, Inc., et al v. Commissioner of
Revenue, ATB Docket Nos. F242168,
F242193, F245676 and F250551-3 (Oc-
tober 2000) — The Appellate Tax Board
(ATB) issued its Findings of Fact and Re-
port in favor of the Commissioner. The
three issues in this matter were: (1) that
certain provisions in M.G.L. c. 63, §§
30(8) and (9) that defined “net worth” for
foreign and domestic corporations were
unconstitutional as commerce clause vio-
lations; (2) that M.G.L. c. 63 §§ (10) and
(11) were unconstitutional based on dis-
parities in the provisions that governed
the definitions of foreign and domestic
tangible and intangible property corpora-
tions; and (3) that these alleged uncon-
stitutionality disparities within the net
worth provisions called for the invalida-
tion of the provisions of the non-income
measure in its entirety, and required the
reinstatement of the corporate excise
provisions in effect prior to 1919. 

In summary, the taxpayer argued an ex-
tension of the Perini, et al v. Commissioner
of Revenue argument. In Perini, the
Supreme Judicial Court ruled that certain
provisions of M.G.L. c. 63, §§ 30(8) and
(9), dealing with the different definitions of
“net worth” applicable to foreign and do-
mestic intangible property corporations,
were unconstitutional violations of the
commerce clause of the U.S. Constitution.
The ATB found that the taxpayers lacked
standing to challenge the constitutionality
of the complained provisions. Notwith-
standing this finding, they also held that,
unlike the provisions challenged in Perini,
the provisions at issue in this appeal
were not unconstitutional. Furthermore,
even if they had been found to be uncon-
stitutional, the Commissioner had cured
all such potential defects by issuing DOR
Directive 99-1 and TIR 99-3, which had
the effect of interpreting and applying
the statutory provisions to these and all
similarly situated taxpayers in a way that
avoided any possible commerce clause
violations. Finally, the ATB found that in-
vocation of the “nullification and reinstate-
ment” language in Section 52 was neither
necessary nor permissible under the cir-
cumstances in these cases.

Estate Tax
Estate of Henry L. Nielsen v. Commis-
sioner of Revenue, ATB Docket No.
F232365 (August 2000) — The Appel-
late Tax Board (ATB) issued a decision in

favor of the Commissioner in this matter.
Both parties have requested the ATB to
issue a Report.

The decedent in this matter was a non-
resident of the Commonwealth. The de-
cedent held an interest in an entity iden-
tified as a trust. This trust held title to
Massachusetts real estate. If the dece-
dent was deemed a beneficiary of the
trust, then his interest in the real estate,
as a nonresident decedent, would be
taxable. The decedent’s estate argued
that, despite the use of the trust entity, the
decedent held a nontaxable interest in a
partnership, which would be excludable
from the numerator on the nonresident
tax calculation.

Estate of Elise Palmer v. Commissioner
of Revenue, ATB Docket No. F223424
(September 2000) — The Appellate Tax
Board (ATB) issued its Findings of Fact
and Report in favor of the Commissioner.
The sole issue was the domicile of the
decedent.

The estate of the decedent argued that
the decedent had become a resident of
the state of Mississippi because (1) she
allegedly wished to move to Mississippi;
(2) she had been transported to such
state after being treated in Massachu-
setts for her long-standing illness; (3) she
died four days after having been trans-
ferred to Mississippi; and (4) a Missis-
sippi court determined that she had
been a resident of Mississippi at the time
of her death and therefore allowed the
probate of her will in Mississippi. The
ATB found that the Mississippi court’s
ruling was not binding on it in this matter
and that sufficient indicia existed to con-
firm that the decedent had been domi-
ciled in the Commonwealth at the time of
her death. The ATB looked to numerous
factors in reaching such a decision,
such as the fact that the decedent had
lived the majority of her adult life in the
Commonwealth and had maintained an
apartment in Boston in which she kept
all of her possessions. All of the dece-
dent’s doctors were located within the
Commonwealth and she was repeatedly
treated at a Massachusetts hospital dur-
ing her illness. Finally, the ATB found it to
be significant that the decedent did not
have a house or apartment or any bank
accounts located within Mississippi.

Income Tax
Lawrence P. O’Toole v. Commissioner,
ATB Docket No. F205390 (October
2000) — The Appellate Tax Board (ATB)
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promulgated its Findings of Fact and Re-
port in favor of the taxpayer. The issue
decided in this case was whether the in-
terest expense that was accrued by the
taxpayer on a promissory note was de-
ductible under M.G.L. c. 62, § 2(d) as a
trade or business expense.

The taxpayer had purchased an interest
in a sub-chapter S corporation for which
he was employed as vice president and
general manager. The stock was pur-
chased pursuant to a stock purchase
agreement and by the issuance of a
promissory note. The ATB found that the
taxpayer had purchased an interest in a
pass-through entity as part of a debt-fi-
nanced acquisition. The interest expense
was therefore properly allocated to trade
or business assets and properly charac-
terized as interest paid in connection with
the conduct of a trade or business and,
therefore, deductible under Code Section
62 and M.G.L. c. 62, § 2(d). Furthermore,
the ATB held that the IRS, under Notices
88-20, 88-37 and 89-35, had sanctioned
the use of any reasonable method of allo-
cation of the debt proceeds and interest.

The Commissioner is currently consider-
ing whether to file an appeal of this matter.

Income/Sales and Use Taxes
Dennis G. Maxwell v. Commissioner of
Revenue, ATB Docket No. C255109
(November 2000) and Food Service
Associates, Inc. v. Commissioner, ATB
Docket No. C225110 (November 2000)
— The Appellate Tax Board (ATB) found
in favor of the taxpayers in both matters.

The ATB held that the Commissioner
failed to prove that the taxpayers had
underreported their income and meals
taxes and that their activities, therefore,
did not rise to the level of fraudulent ac-
tivity. The Commissioner’s assessment,
therefore, was barred under the statute
of limitations. A report was not issued in
this matter.

Sales and Use Tax
The Neiman Marcus Group, Inc. v. Com-
missioner of Revenue, ATB Docket No.
F245638 (August 2000) — The Appel-
late Tax Board (ATB) found in favor of the
taxpayer in this matter.

The taxpayer purchased some items in a
Massachusetts Neiman Marcus Group
store at which time payment was made for
the item. The seller then arranged for the
shipment of the items to the out-of-state
designee. The Commissioner argued that
the sale was taxable to Massachusetts

under its regulation, 830 CMR 64H.6.7(3).
This regulation provides that if the pur-
chaser is located within Massachusetts
when the order for the property is placed,
the sale will generally be taxable in Mass-
achusetts unless both title to and posses-
sion of the property passes outside of
Massachusetts. The regulation further
provides that if no contract terms exist
identifying passage of title, then title
passes in Massachusetts when the prop-
erty is delivered to an interstate carrier for
redelivery to the purchaser’s designee.

The Commissioner has requested the
ATB to issue its Findings of Facts and Re-
port in this matter.

TRM Copy Centers (USA) Corp. v.
Commissioner of Revenue, ATB
Docket Nos. F246124 and F251053
(September 2000) — The Appellate Tax
Board (ATB) issued its decision in favor of
the taxpayer in this matter. The sole issue
was whether the Commissioner had prop-
erly assessed sales tax against the tax-
payer for the period 1990 through 1995.

The taxpayer was an Oregon corporation
that purchased second-hand copiers
which it remanufactured. The copiers
would then be installed in various retail
outlets, such as convenience stores, by
the taxpayer’s two-person sales force,
which operated out of a Massachusetts
office. The taxpayer’s Massachusetts em-
ployees would instruct the retail outlets
as to how to operate and maintain the
machines. These outlets were responsi-
ble for collecting the copy fees and the
applicable sales taxes on the copies.
After deducting their pre-determined
fees from their receipts, the outlets would
then forward the balance of the receipts
to the taxpayer. The Commissioner ar-
gued that the taxpayer’s transfer of
possession of the copiers for considera-
tion constituted a sale pursuant to M.G.L.
c. 64H, § 1. Accordingly, the Commis-
sioner maintained that the gross receipts
generated from such sale were subject to
tax pursuant to M.G.L. c. 64H, § 2. The
ATB found otherwise.

The Commissioner has requested a Find-
ings of Fact and Report in this matter.

P.P.C. Constructors, Inc. v. Commis-
sioner, ATB Docket No. F251047 (No-
vember 2000) — The Appellate Tax
Board (ATB) issued a decision in favor of
the Commissioner in this matter.

The issue before the Board was whether
the taxpayer was acting as a vendor or as
a contractor in the performance of certain
contracts. The ATB held that the taxpayer

was a contractor and that its activities fell
within the scope of Emergency Regula-
tion 12, which provides that the contrac-
tor is the consumer of all tangible per-
sonal property used in the performance
of its services.

A Report has not yet been issued, but
has been requested.

Arbitration
Estate Tax
In Matter of the Estate of Leo Zucker-
berg and the State of Texas v. Commis-
sioner of Revenue of Massachusetts
(August 2000) — A Chapter 65B Inter-
state Arbitration panel of three judges is-
sued a decision in favor of the taxpayer.
The issue was the domicile of the dece-
dent on the date of his death for the pur-
pose of estate taxes.

The decedent was born and raised in
Rhode Island. He proceeded to raise his
own family and launch a successful busi-
ness in that state. In 1979, when his busi-
ness began to falter, he moved to Texas
to develop a new business. He lived in a
three-bedroom apartment in Texas from
1979 through 1988 at which time he built
and moved into a house in Texas. At the
time of his death, his Texas home was
appraised at $130,000. The decedent
did not relinquish his medical and finan-
cial ties to Rhode Island during this time,
however, and continued to maintain his
Rhode Island home until 1985. Further-
more, between 1981 and 1983, he pur-
chased several parcels of land in Mass-
achusetts, seven miles from his Rhode
Island business offices. The decedent
had a “summer and vacation residence”
built on these parcels during the period
1988 to 1990. This home was appraised
at $2,600,000 at the time of his death. The
decedent made repeated medical visits
to his doctors in Rhode Island when he
became seriously ill, from 1989 through
January 1994, the time of his death. In
fact, from about 1992 to the date of his
death, the decedent almost never left his
Massachusetts home except for medical
visits to his Rhode Island doctors.

Two of the three arbitrators found that the
decedent was a resident of the state of
Texas at the time of his death due to the
fact that he had purchased a home there,
had developed social contacts in Texas
and had expressed the intent to be a
Texas resident. The dissenting arbitrator
found that the decedent’s significant
continuing contacts with Massachusetts
meant that he was domiciled here. ■
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come tax forms 33X and EICA; the
amended trustee tax forms ST-MAB-
AM, ST-9-AM, RO-AM, RO-2CF-AM and
M-941-AM; and the amended corporate
returns, Form 335X and 355FC. In addi-
tion, Form CA-6 has been redesigned so
that it may be read by the Department’s
imaging equipment.

Tax Guides Available
Beginning in January the Department
will make available its 2001 version of A
Guide to the Department of Revenue:
Your Taxpayer Bill of Rights. The guide
covers topics such as solving a problem
with DOR, audits and collections, appeals
and DOR resources. The 2001 versions of
DOR’s popular tax publications A Guide
to Sales and Use Tax; A Guide to Sales
Tax on Meals; A Guide to Withholding of
Taxes on Wages and A Guide to Estate
Taxes (applicable to dates of death on or
after January 1, 1997) also will be avail-
able in early January. These guides also
reflect recent procedural and/or adminis-
trative changes at the Department.

Copies of the guides are available by
calling the Department’s main informa-
tion lines at (617) 887-MDOR or toll-free
in Massachusetts at 1-800-392-6089;
through Fax on Demand at (617) 887-
1900; or via the DOR website at www.
massdor.com.

Filing Guide Available Soon
A Guide to Filing Your 2000 Massachu-
setts Income Taxes will be available in
January. The “Guide to Filing” answers the
most common questions asked about fil-
ing income tax in Massachusetts and de-
tails changes to Massachusetts income
tax law. The guide also demonstrates
how to complete a Form 1 by example.

Copies of the guide may be ordered
through Form 2000, found on page 19 of
this issue of TAB, or by calling DOR’s
main information lines at (617) 887-MDOR
or toll-free in Massachusetts at 1-800-392-
6089. The guide also will be available on
DOR’s website at www.massdor.com,
and through the Department’s Fax on De-
mand system, available by calling (617)
887-1900 from the handset and keypad
of your fax machine.

New Hardship Relief Form
The Department’s Office of the Taxpayer
Advocate recently made available a new
form that taxpayers may submit to apply
for relief from a significant hardship that
has occurred or is about to occur due to
the manner in which the tax laws of the
Commonwealth are administered. Form
M-911, Taxpayer’s Application for Relief
Due to Hardship may be used to request
assistance where other departmental ef-
forts to resolve a taxpayer’s problem have
failed. A significant hardship means not
being able to provide the necessities of
life, such as food, shelter, clothing or med-
ical care, for oneself or one’s family. This
form should not be used to request a re-
fund or abatement of overpaid taxes, or to
apply for a payment agreement. Copies
of Form M-911 may be obtained via the
DOR website at www.massdor.com or by
calling the Office of the Taxpayer Advo-
cate at (617) 626-2280.

To request relief from a hardship, a com-
pleted Form M-911 may be mailed to
Massachusetts Department of Revenue,
Office of the Taxpayer Advocate, PO Box
9494, Boston, MA 02205-9494, or faxed
to (617) 626-2223.

Form ST-ER Available Online
DOR’s Application for Sales Tax Exemp-
tion Renewal for Nonprofit Organizations
(Form ST-ER) now is available on the De-
partment’s website at www.massdor.com.
Form ST-ER must be filed once every
five years to renew the Sales Tax Exemp-
tion Certificate (Form ST-2) with DOR.
Renewal of this certificate exempts quali-
fied nonprofit or governmental agencies
from paying sales tax on purchases of
tangible personal property. Organiza-
tions applying for renewal must include a
copy of the IRS letter granting exempt
status with the Form ST-ER application.
The form also may be obtained through
DOR’s Fax on Demand system by calling
(617) 887-MDOR from the handset and
keypad of your fax machine and enter-
ing code number 417. ■
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New Income Tax Rate
In November, Massachusetts voters
elected to reduce the income tax rate on
Part B income (wages, tips, salaries, etc.)
from the current 5.85 percent to 5 per-
cent by the year 2003. The tax rollback
will be phased-in over a three-year pe-
riod beginning January 1, 2001, as fol-
lows: 5.6 percent for tax years beginning
on of after January 1, 2001; 5.3 percent
for tax years beginning on or after Janu-
ary 1, 2002; and 5 percent for tax years
beginning on or after January 1, 2003
and thereafter. The tax rate reduction
also applies to dividends and non-Mass-
achusetts bank interest.

2001 Circular M
The Department of Revenue has revised
its Massachusetts Circular M, Income Tax
Withholding Tables to reflect the tax rate
change to Part B income. For the tax year
beginning on January 1, 2001, and end-
ing December 31, 2001, the tax rate on
Part B income is reduced from 5.85 per-
cent to 5.6 percent. The revised Circular
M is available on the DOR website and
in the Package X compendium.

DOR Website Address Change
The Department of Revenue recently
changed its tax administration web-
site address. The new address is www.
massdor.com.

Extended Telephone Service Hours
If you have personal income tax ques-
tions or need assistance completing your
return, extended telephone service is
available at (617) 887-MDOR or toll-free
in Massachusetts at 1-800-392-6089.
Beginning January 15, 2001, through
April 17, 2001, these extended hours will
be Monday through Thursday, 5–7p.m.;
Saturday, 9 a.m.–1 p.m.; and Sunday, 10
a.m.–2 p.m.

Form CA-6 Revised and Redesigned
The Department’s Form CA-6 has been
revised to serve as both an application
for abatement or an amended return.
Form CA-6, Application for Abatement/
Amended Return, now may be used in
place of the Department ’s various
amended returns to request a refund or
make an additional payment. The re-
vised form replaces the amended in-

For Your Information
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Practitioner Guidelines for Preparing and Filing Imaged Massachusetts Tax Forms
Computer-Generated Forms Department-Produced Forms

Entering Taxpayer Data Use only a Department-approved Print in black ink. Do not type. Make sure
computer-generated form. Approved all applicable ovals are filled in com-
forms will not underline or print boxes pletely. If using the whole-dollar method,
around the taxpayer data. Returns should fill in the appropriate oval at the beginning
be single-sided, not double-sided. of the form.

Indicating Losses Computer-generated forms will indicate Mark over the “X” in the far left of each
losses using a negative sign only. line indicating a loss. Failure to mark the

box will result in the loss being machine-
read as a gain. Do not use parentheses
or negative signs.

Making Corrections Do not make any corrections on the Carefully “white-out” errors with white
form. Do not modify the name, address correction fluid. Make corrections in
or tax data. If there is an error, print a black ink. Do not type.
new return.

Wage Statement Attach, with a single staple, state copy Same as computer-generated forms.
of Forms W-2, W-2G and any 1099
(with Massachusetts withholding), to 
Form 1 and Form 1-NR/PY.

Submitting Check or Money Order For Form M-4868, staple check or money For Form M-4868, staple check or 
order where indicated. For Form 1 and money order where indicated. For 
Form 1-NR/PY, use Form PV, Massachu- Form 1 and Form 1-NR/PY, use Form 
setts Income Tax Payment Voucher. PV, Massachusetts Income Tax Payment
Approved software programs will Voucher. Form PV is directly attached to
produce a Form PV. the Form 1 and Form 1-NR/PY payment

envelopes.

Assembling Return Wage statement(s) followed by pages 1 Same as computer-generated forms.
and 2 of the return (and 3 of the 1-NR/PY); 
Schedules X, Y, Z, B, D (all four pages), 
E and C; other Massachusetts forms and 
schedules; and federal forms and schedules. 
A copy of U.S. Schedule C or C-EZ may be 
substituted for Massachusetts Schedule C if 
there are no differences between the amounts 
reported on U.S. Schedule C or C-EZ and 
amounts that would be reported on Mass-
achusetts Schedule C. Do not staple 
forms and schedules.

Note: For Form 1-NR/PY, be sure to
include page 3 of the form.

Where to Mail Returns Returns should be sent to the Mass- Same as computer-generated forms.
achusetts Department of Revenue, 
Boston, MA 02204 at the following 
PO boxes: 
Form 1 and Form 1-NR/PY, payment: 

7003
Form 1, refund or zero balance due: 

7000
Form 1-NR/PY, refund or zero balance 

due: 7054
Form M-4868: 7070



Massachusetts Department of Revenue Telephone Directory

Executive Administration
51 Sleeper Street
Boston, MA . . . . . . . . . . . . . . . . . 626-2201

Commissioner’s Office. . . . . . . 626-2201
Dispute Resolution Office . . . . . . 626-2201
Office of the Taxpayer Advocate 626-2280
Office of Tax Policy Analysis . . . . 626-2100
Problem Resolution Office . . . . . 626-3833

Communications Office . . . . . . 626-2251

Publishing Services Office. . . . 626-2800

Criminal Investigations
Bureau . . . . . . . . . . . . . . . . . . . . 887-6780
Toll-free in MA . . . . . . . . . . 1-800-792-5254

Audit Division
200 Arlington Street, Room 4300
Chelsea, MA . . . . . . . . . . . . . . . . 887-6800 

Bureau of Desk Audit . . . . . . . . 887-6900
Banking & Insurance. . . . . . . . . . 887-6710
Exempt Organization Unit. . . . . . 887-6970 
Installment Sales Unit . . . . . . . . . 887-6950
Manufacturing Corporation 
Classification Unit . . . . . . . . . . . . 887-6980
Nonprofit Corporations . . . . . . . . 887-6970
Out-of-State Contracts . . . . . . . . 887-6995
Security Corporation
Classification Unit . . . . . . . . . . . . 887-6990
IFTA . . . . . . . . . . . . . . . . . . . . . . . 887-5080

Estate Tax Unit. . . . . . . . . . . . . . 887-6930
Case Status. . . . . . . . . . . . . . . . . 887-6930
Estate Assessing. . . . . . . . . . . . . 887-6930
Fiduciary. . . . . . . . . . . . . . . . . . 887-MDOR
Forms . . . . . . . . . . . . . . . . . . . . . 887-6940 
Release of Lien . . . . . . . . . . . . . . 887-6930
Taxpayer Assistance . . . . . . . . 887-MDOR

New England Audit Bureau
Headquarters . . . . . . . . . . . . . . . 887-6700

Massachusetts Audit Offices
Fall River, MA. . . . . . . . . . . (508) 678-2844
Hyannis, MA . . . . . . . . . . . (508) 771-2414
Pittsfield, MA . . . . . . . . . . . (413) 499-2206
Springfield, MA . . . . . . . . . (413) 784-1000
Worcester, MA . . . . . . . . . . (508) 792-7300

Multistate Audit
Bureau Headquarters . . . (312) 332-1502

Out-of-State Audit Offices
Atlanta, GA . . . . . . . . . . . . (404) 874-2922
Burbank, CA . . . . . . . . . . . (818) 840-9059
Chicago, IL . . . . . . . . . . . . (312) 899-9040
Houston, TX . . . . . . . . . . . . (713) 784-7225
New York, NY. . . . . . . . . . . (212) 768-2750
Pittsburgh, PA . . . . . . . . . . (412) 281-2776

Bureau of Special
Investigations
51 Sleeper Street
Boston, MA . . . . . . . . . . . . . . . . . 626-2650
Welfare Fraud Hotline. . . . 1-800-372-8399

Child Support 
Enforcement Division
51 Sleeper Street
Boston, MA
Toll-Free Nationwide . . . . . 1-800-332-2733

Compliance Division
200 Arlington Street
Chelsea, MA . . . . . . . . . . . . . . . . 887-6400

Collections Bureau . . . . . . . . . . 887-6400
Offers in Final Settlement . . . . . . 887-6271
REAP . . . . . . . . . . . . . . . . . . . . . . 887-6271
Seizures. . . . . . . . . . . . . . . . . . . . 887-6270

Filing Enforcement Bureau . . . 887-6400

Massachusetts Compliance Offices
Fall River, MA. . . . . . . . . . . (508) 678-2844
Hyannis, MA . . . . . . . . . . . (508) 771-2414
Pittsfield, MA . . . . . . . . . . . (413) 499-2206
Springfield, MA . . . . . . . . . (413) 784-1000
Worcester, MA . . . . . . . . . . (508) 792-7300

Small Business Workshop. . . . 887-6400

Special Enforcement Unit . . . . 887-6764

Inspectional Services
Division
51 Sleeper Street
Boston, MA

Internal Affairs Office . . . . . . . . 626-2130

Internal Audit Office . . . . . . . . . 626-2190

Legal Division
51 Sleeper Street
Boston, MA

General Counsel’s Office . . . . . 626-3200

Appeal & Review Bureau . . . . . 626-3300

Litigation Bureau. . . . . . . . . . . . 626-3225
Bankruptcy Unit . . . . . . . . . . . . . 626-3875

Rulings & Regulations
Bureau . . . . . . . . . . . . . . . . . . . . 626-3250

Local Services Division
51 Sleeper Street
Boston, MA . . . . . . . . . . . . . . . . . 626-2300

Processing Division
Executive Offices . . . . . . . . . . . 887-5010

Automated Processing 
Bureau . . . . . . . . . . . . . . . . . . . . 887-5030
Electronic Business Transactions 887-5020
Wage Reporting . . . . . . . . . . . . . 887-5030
Individual Tax Filing
Telefile . . . . . . . . . . . . . . . . . . . . . 887-5111
Electronic Filing. . . . . . . . . . . . . . 887-5008

Data Integration Bureau 887-5150
Central Registration Unit . . . . . . . 887-5068

Excise Tax Unit . . . . . . . . . . . . . 887-5060
Alcoholic Beverage. . . . . . . . . . . 887-5120
Cigarette . . . . . . . . . . . . . . . . . . . 887-5090
Gasoline . . . . . . . . . . . . . . . . . . . 887-5070
Motor Carriers . . . . . . . . . . . . . . . 887-5110
Special Fuels. . . . . . . . . . . . . . . . 887-5040

Records Management Unit. . . . 887-4800

Underground Storage 
Tank Unit . . . . . . . . . . . . . . . . . . 887-5970

Revenue Accounting Unit
51 Sleeper Street
Boston, MA . . . . . . . . . . . . . . . . . 626-3550

Taxpayer Service
Division
Local Office
19 Staniford Street, 1st Floor
Boston, MA. . . . . . . . . . . . . . . . 887-MDOR

(6367)

Toll-Free in MA . . . . . . . . 1-800-392-6089

Abatements . . . . . . . . . . . . . . . 887-MDOR
Bill and Payment Inquiries . . . . 887-MDOR
Certificate Unit . . . . . . . . . . . . . . 887-6550
Corporation Excise. . . . . . . . . . 887-MDOR
Corporate Trusts. . . . . . . . . . . . 887-MDOR
Estate Tax . . . . . . . . . . . . . . . . . 887-MDOR
Estimated Taxes . . . . . . . . . . . . 887-MDOR
Fiduciary Taxes . . . . . . . . . . . . 887-MDOR
Forms Supply . . . . . . . . . . . . . . 887-MDOR
Income Tax . . . . . . . . . . . . . . . . 887-MDOR
Meals Tax . . . . . . . . . . . . . . . . . 887-MDOR
Motor Vehicles . . . . . . . . . . . . . 887-MDOR
Nonresident Information. . . . . . 887-MDOR
Partnerships . . . . . . . . . . . . . . . 887-MDOR
Payment Agreements. . . . . . . . 887-MDOR
Refunds . . . . . . . . . . . . . . . . . . 887-MDOR
Room Occupancy Excise . . . . 887-MDOR
Sales and Use Tax . . . . . . . . . . 887-MDOR
Teletypewriter (TTY) . . . . . . . . . . 887-6140
Withholding . . . . . . . . . . . . . . . 887-MDOR

To report allegations of suspected misconduct or impropriety involving Department of Revenue employees, please call the Inspectional
Services Division’s Integrity Hot Line at 1-800-568-0085 or write to PO Box 9480, Boston, MA 02205-9480.

Unless otherwise specified, all numbers are in the 617 area code.



1st Quarter
2001 Tax Calendar*

Date** Form Form Title Comments

January 7 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

15 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

17 1-ES Personal Estimated Tax Payment 4th Quarter

2-ES Estimated Tax Payment for Filers of Form 2, 3F and 3M 4th Quarter

20 ST-9A Annual Sales and Use Tax Return $100 or less

ST-9Q Quarterly Sales and Use Tax Return $101 to $1,200

ST-9 Monthly Sales and Use Tax Return Over $1,200

ST-MAB4 Monthly Sales Tax on Meals, Prepared Food and All Beverages Return —

RO-2 Monthly Room Occupancy Excises Return —

22 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

31 M-941A Employer’s Annual Return of Income Taxes Withheld $100 or less

M-941D Quarterly Return of Income Taxes Withheld for Employer Paying Weekly Over $25,000

M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

M-941 Employer’s Quarterly Return of Income Taxes Withheld $101 to $1,200

M-942 Employer’s Monthly Return of Income Taxes Withheld $1,201 to $25,000

February 7 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

15 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

M-942 Employer’s Monthly Return of Income Taxes Withheld $1,201 to $25,000

20 ST-9 Monthly Sales and Use Tax Return Over $1,200

ST-MAB4 Monthly Sales Tax on Meals, Prepared Food and All Beverages Return —

RO-2 Monthly Room Occupancy Excises Return —

22 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

29 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

March 7 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

15 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

355-ES Corporation Estimated Tax Payment 1st Quarter
(calendar year filers)

M-942 Employer’s Monthly Return of Income Taxes Withheld $1,201 to $25,000

20 ST-9 Monthly Sales and Use Tax Return Over $1,200

ST-MAB4 Monthly Sales Tax on Meals, Prepared Food and All Beverages Return —

RO-2 Monthly Room Occupancy Excises Return —

22 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

31 M-941W Employer’s Weekly Payment of Income Taxes Withheld Over $25,000

*For certain taxes.
**For certain business taxes, the number of days for payment after the close of each taxable period may vary — see specific forms and instructions.



Form 2000
Request for Massachusetts 

Forms and Publications

2000
Massachusetts
Department of
Revenue

Please print or type

Please note: If you filed a Form 2000 with the Massachusetts Department of Revenue (DOR) last year, you will automatically receive a reorder form directly from
DOR. You should only complete the following Form 2000 if you did not file a forms request last filing season.

Name Telephone number

Street Amount enclosed

City/Town State Zip

$ ______________________________

Make check or money order payable to:
Commonwealth of Massachusetts

Instructions: Enter the quantity you need for each item; multiply those quantities by per item postage cost shown and enter the result in the space provided. Calculate the total
mailing cost due and enclose a check payable to the Commonwealth of Massachusetts. DOR will begin filling orders in mid-January. Items may be shipped in partial orders.
Mail to: Mass. Department of Revenue, PO Box 7033, Boston, MA 02204-7033.

MAXIMUM DOR USE QUANTITY POSTAGE
FORMS (projected availability mid-January, 2001) ORDER ONLY DESIRED EACH TOTAL

Form 1 Booklet (Resident Income Tax Return, Schedules and Instructions) 5 A $1.00

Form 1 (Resident Income Tax Return) 200 B $0.04

Form 1-NR/PY Booklet (Nonresident/Part-Year Resident Income Tax Return, Schedules and Instructions) 5 C $1.00

Form 1-NR/PY with Schedules NTS-L-NR/PY and F (Nonresident/Part-Year Resident Income Tax Return) 200 D $0.04

Form 1 or Form 1-NR/PY — Schedule B (Interest and Dividends) 200 E $0.04

Form 1 or Form 1-NR/PY — Schedule D (Capital Gains and Losses) 200 F $0.04

Form 1 or Form 1-NR/PY — Schedules X, Y, Z and E (Other Income, Other Deductions, Credits, Rental Income, etc.) 200 G $0.04

Form 1 or Form 1-NR/PY — Schedule C (Profit or Loss from Business or Profession) 200 H $0.04

Form M-4868 (Extension of Time to File Massachusetts Income Taxes for Individuals) 200 I $0.04

This line reserved for DOR use only J

PUBLICATIONS (projected availability mid-January, 2001)

Package X Paper Version (Copies of Massachusetts Forms and Instructions) 2 K $4.00

Guide to Filing Your 2000 Massachusetts Income Taxes 5 L $1.25

A Guide to the Department of Revenue: Your Taxpayer Bill of Rights 5 M $0.55

Should You Be Paying Estimated Taxes? 5 N $0.30

A Guide to Sales and Use Tax 5 O $0.55

A Guide to Estate Taxes (Applicable for Dates of Death On or After January 1, 1997) 5 P $0.55

A Guide to Withholding of Taxes on Wages 5 Q $0.55

A Guide to Sales Tax on Meals 5 R $0.55

CD-ROM (projected availability mid-January, 2001)

CD-ROM Package X Electronic Version* 2 S $0.55

ADDITIONAL FORMS (projected availability mid-January, 2001)

Form 1-ES (Estimated Income Tax Vouchers and Instructions) 200 T $0.04

Form M-2210 (Underpayment of Estimated Income Tax) 200 U $0.04

Form CA-6 (Application for Abatement/Amended Return) 200 V $0.04

NOTE: The Department does not charge for its forms or publications. Costs listed above reflect the cost of Total 
first class postage.

Many forms and publications also are available through DOR’s Fax on Demand system or via the Internet. For a complete Fax on Demand menu, please call
(617) 887-1900 using the handset and the keypad on your fax machine. The address for the Department’s website is www.massdor.com.

*CD-ROM Package X electronic version contains all forms found in the Package X paper version, as well as publications available on Form 2000 and certain
public written statements.
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Taxpayer Advisory Bulletin
This publication is designed to keep taxpayers, tax
practitioners and the news media informed of devel-
opments, problems, answers to questions and mat-
ters of general interest about Massachusetts tax law
regulation, policy, and procedures. It is not designed
to address complex issues in detail. Nothing contained
herein supersedes, alters or otherwise changes pro-
visions of the Massachusetts General Laws, Mass-
achusetts Department of Revenue’s Regulations, Tech-
nical Information Releases or Letter Rulings.

Frederick A. Laskey
Commissioner of Revenue

Ellen Cummings
Editor

Copies of all forms, public written statements and
publications referred to in this bulletin are avail-
able upon request from the Publishing Services
Office (unless otherwise indicated) at PO Box 9481,
Boston, MA 02205-9481, Tel. (617) 626-2800. Vari-
ous publications also are available through DOR’s
Fax on Demand system (617-887-1900) and web-
site (www.massdor.com).

name. Employers with multiple FEINs must
list the numbers and company names on
separate sheets of paper. For more infor-
mation, contact OCSE by telephone at
(202) 401-9267, or visit the OCSE website
at www.acf.dhhs.gov/programs/cse/
newhire/employ/emult.htm.

The OERS can be accessed through the
CSE website at www.cse.state.ma.us,
and DOR’s tax administration website at
www.massdor.com, as well the Bay State
Business Connection website at www.
baystatebiz.com. For assistance in regis-
tering to use the online reporting system,
contact CSE’s Project Development Unit
at (617) 626-4154, or send an e-mail to
pdu@shore.net. ■

company’s name and address, Federal
Employer Identification Number, and the
user’s name, telephone number and e-
mail address.

The Department utilizes a secured server
that encrypts all personal information sent
to the OERS so that it cannot be read as
the information travels over the Internet.
Employers should note that in order to
connect to the Department’s secured
server they must use a Web browser that
supports 128-bit encryption. Compatible
browsers can be downloaded free of
charge directly from the Microsoft and
Netscape websites.

Employers still can use the traditional
paper and magnetic media methods of
reporting new hires. This information can
be sent to the Massachusetts Department
of Revenue, PO Box 7032, Boston, MA
02204. Paper lists also can be faxed to
(617) 887-5049. Tape layout information
for reporting via magnetic tape is avail-
able by calling DOR’s Automated Proc-
essing Bureau at (617) 887-5030.

In addition, companies doing business in
two or more states, and reporting new
hires in an electronic or magnetic format,
can designate one state to report all of
their new hires. To take advantage of this
multi-state reporting option, employers
must register their reporting state with the
federal Office for Child Support Enforce-
ment (OCSE) by submitting a letter of re-
quest to: OCSE, Multi-State Employer
Registration, PO Box 509, Randallstown,
MD 21133. The letter must include the
company’s name, address, telephone
number and Federal Employer Identifica-
tion Number; the state chosen to receive
reports, a list of states where the employer
has employees, and a contact person

The Department of Revenue’s (DOR)
Child Support Enforcement Division
(CSE) expanded its new hire reporting
program with the introduction of a new
hire online employer reporting system
available through the Bay State Business
Connection at www.baystatebiz.com.
The new system is an Internet applica-
tion that allows employers to report their
new hires to the Department via per-
sonal computer. In addition to providing
employers with a faster, more efficient
means of reporting new hires, the new
program also sends notification to the
employer confirming DOR’s receipt of
the new hire reports.

Since 1993, Massachusetts has required
all employers to report new hires to the
Department within 14 days of their first
day at work. New hires include newly-
hired employees, independent contrac-
tors (e.g., consultants, vendors) and em-
ployees reinstated after 30 days. DOR
and other state agencies use new hire in-
formation to collect child support pay-
ments and prevent fraud in programs
such as Transitional Assistance to Families
with Dependent Children, food stamps,
and unemployment compensation.

The OERS provides employers with the
option to report new hires one at a time, or
multiple employees at once by means of
a batch file. Both options require the em-
ployer to submit the Social Security num-
ber, name and address, and start date for
each employee. In order to access the
Online Employer Reporting System, an
employer must be registered with the
Commonwealth to withhold and remit per-
sonal income tax payments on behalf of
an employee. Before filing new hire re-
ports online, an employer also must reg-
ister to use the system by entering the

CSE Introduces Online New Hire Reporting


