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Massachusetts Interest Rate
for Underpayments and Overpayments

of State Taxes
Second Quarter 2001 — 9%

In January, representatives from the De-
partment of Revenue (DOR) met with tax
practitioners at various locations across
the Commonwealth to discuss the 2001
filing season. Topics covered included
dispute resolution and offer-in-settlement
procedures; electronic filing; tax law
changes; and customer service tools,
among others. Following are a number of
questions (with corresponding answers)
asked at the seminars. The full text of the
practitioner seminar question and answer
segment is available on the DOR website
at www.massdor.com.

Q. Is WebFile just for the public or can
practitioners use it too?

A. Individual taxpayers preparing their
own returns and practitioners filing returns
on behalf of their clients can use WebFile.
WebFile may be accessed via DOR’s
website (www.massdor.com).

Q. What is used to sign the return when I
WebFile?

A. For individuals, there is a jurat with a
check-off box that states “I am signing
this return …”; the box must be checked
in order for the return to be filed. For
practitioners, there is a jurat statement
that says that you have a copy of Form
M-8453, Individual Income Tax Declara-
tion for Electronic Filing, signature docu-
ment on file for the taxpayer(s). A PDF
version of Form M-8453 is available on
DOR’s website (www.massdor.com).

Q. If I just enter partial information be-
cause I don’t have all documents from the
client, can I use WebFile?

A. Yes. You can click on “save” and re-
ceive a session number to allow reentry
to complete the return. You can retrieve
a saved return up to eight times. You
must retain this session number to regain
access to the return for completion.

Q. Are there any types of returns that can-
not be electronically filed?

A. There are some restrictions, but over
90 percent of Massachusetts taxpayers
are eligible to E-file with a paid preparer.
The following returns and schedules can-
not be E-filed:

➤ Decedent returns, including joint re-
turns filed by surviving spouses;

➤ Returns claiming a credit for taxes
paid to another jurisdiction;

➤ Schedule EC, Energy Credit;

➤ Schedule LP, Lead Paint;

➤ Schedule EOA, Economic Opportunity
Area Credit;

➤ Schedule SC, Septic Credit;

➤ Schedule FEC, Full Employment Credit;

➤ Schedule BC, Brownfields Credit;

➤ Returns containing more than 30 state-
ments;

➤ Part-year nonresident returns;

➤ Married filing separately, with one
spouse claiming over $1,250 for rental
deduction; and

➤ Statutory employees.

Q. Can you provide a definition of what
the state means by “circuit breaker?”

A. For tax years beginning on or after
January 1, 2001, certain senior citizens in
Massachusetts may be eligible to claim
a refundable credit on their state income
taxes for the real estate taxes paid on
the Massachusetts residential property
they own or rent. The property must be
used as their personal residence. The
credit is referred to as a circuit breaker
because it is “tripped” like an electrical
circuit breaker when qualified real estate
payments exceed 10 percent of gross
income. The maximum credit is $375 for

DOR Hosts Annual Filing Season Seminars for Practitioners
the tax year beginning on January 1,
2001 and $750 for tax years beginning on
or after January 1, 2002. For more infor-
mation see Real Estate Taxes Paid by
Persons Age 65 and Older Credit in
DOR’s Online Abatement Guide, avail-
able at www.massdor.com.

Q. What is the income formula to be used
when determining if a taxpayer is eligible
for the circuit breaker credit?

A. Eligible taxpayers who own their
property may claim a credit equal to the

Legislative Update 4
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From the Commissioner
A new law that took effect January 1, 2001 provides substantial property tax relief for moderate- and low-
income senior citizens in Massachusetts. Although the law takes effect this year, eligible taxpayers cannot
claim the credit until next year when they file their 2001 state income taxes. Because we have already
received a number of inquiries about this new “circuit breaker” law, I thought this would be a good time
to provide you with information about the law’s important provisions.

The law provides that for tax years beginning on or after January 1, 2001, certain senior citizens in Mass-
achusetts may be eligible to claim a refundable credit on their state income taxes for the real estate taxes
paid on the Massachusetts residential property they own or rent and which they occupy as their principal
residence. The maximum credit allowed is $375 for the tax year beginning January 1, 2001 and $750 for
tax years beginning on or after January 1, 2002. The tax credit is “refundable” in that if the credit due the
taxpayer exceeds the amount of total income tax payable for the year by the taxpayer, he or she will
receive a check from DOR in the amount of the excess credit.

Eligible taxpayers who own their property may claim a credit equal to the amount by which their property
tax, including water and sewer charges assessed, is more than 10 percent of their total income. Taxpayers
residing in communities which do not include water and sewer debt service in their property tax assess-
ments may claim, in addition to their property tax payments, 50 percent of the water and sewer charges
actually paid during the tax year when figuring their credit. For renters, the law assumes that 25 percent
of their rent goes toward property tax; thus, renters may claim a credit in the amount by which 25 percent
of their annual rental payment is more than 10 percent of their total income.

A taxpayer’s “total income” is defined by the law to mean the taxpayer’s Massachusetts adjusted gross
income (Mass. AGI) increased by various amounts that may have been excluded or subtracted when
originally calculating the taxpayer’s Mass. AGI. These amounts include the total amount of income and
receipts from Social Security, retirement, pension or annuities, cash public assistance, tax-exempt inter-
est and dividends, net capital losses, part C losses, certain capital gains, income from a partnership or
trust not otherwise included in the taxpayer’s Mass. AGI, and gross receipts from any other source other
than the tax credit itself. This total income figure is also reduced by certain exemptions, including those
allowed for taxpayers that are at least 65 by the end of the tax year and for blindness.

To be eligible for the credit in tax year 2001, the taxpayer must be 65 years of age or older before Janu-
ary 1, 2002, must own or rent residential property in Massachusetts, and must occupy the property as his
or her principal residence. The taxpayer’s total income cannot exceed $40,000 for a single person who is
not the head of a household, $50,000 for a head of household, or $60,000 for taxpayers filing jointly. Mar-
ried taxpayers must file a joint return to be eligible for the credit. Moreover, the assessed valuation of the
real estate cannot exceed $400,000. No credit is allowed if the taxpayer claims the “married filing sepa-
rate” status, receives a federal or state rent subsidy, or is the dependent of another taxpayer.

Tax credits received by eligible taxpayers are not considered income for the purpose of obtaining eligi-
bility or benefits under other means-tested assistance programs including food, medical, housing, energy,
cash and educational assistance programs.

Qualifying taxpayers are eligible for the credit even if they don’t pay or owe any state income taxes. An
eligible taxpayer that is not otherwise required to file a state income tax return may obtain a refund in the
amount of the credit claimed by the taxpayer by filing a return and claiming a refund.

Finally, the law provides that the statutory maximum figures for income limits, property valuation, and the
credit, will be adjusted annually to reflect increases in the cost of living.

Again, remember that although this law takes effect this year, eligible seniors cannot claim the credit until
next year when they file their state income taxes for 2001. To help taxpayers understand this important new
law, we have prepared a fact sheet that is available at all DOR district offices or by calling our Customer
Service Bureau at (617) 887-MDOR or toll-free in Massachusetts at (800) 392-6089..

Sincerely,

Frederick A. Laskey
Commissioner

Frederick A. Laskey
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Special Notes for the Income Tax Filing Season
Filing Season Checklist
In order for the Department to process re-
turns efficiently and issue refunds quickly,
refer to the following checklist before filing
Massachusetts returns.

■■✔ Every Form 1, Form 1-NR/PY and Form
M-4868 will be imaged by the Depart-
ment’s processing equipment this
year. Please see the table on page 10
for instructions on how to prepare and
assemble imaged forms.

■■✔ Be sure to select and mark the cor-
rect filing status oval in line 1.

■■✔ Enter both spouses’ Social Security
numbers if you are married or married
filing a separate return.

■■✔ Check the accuracy of your name and
address. Use the preaddressed re-
turn in the back of the booklet. If any
information is incorrect, make the
necessary corrections on the pread-
dressed return.

■■✔ When filing Form 1 or Form 1-NR/PY
attach, with a single staple only, the
state copy of all Form(s) W-2 with your
return. Be sure to enclose all required
supporting documentation as neces-
sary. Please see the table on page 10
for more information on how to pre-
pare and assemble imaged forms.

■■✔ Report unemployment compensation
to both DOR and the Internal Revenue
Service. Unemployment compensa-
tion is considered taxable income.

■■✔ Report Massachusetts state lottery
winnings on Schedule X, line 3. All
other gambling winnings must be re-
ported on Schedule X, line 4.

■■✔ If you were a Massachusetts resident
for part of the year and a nonresident
with Massachusetts source income
for another part of the year, you must
file Massachusetts Form 1-NR/PY
and Schedule R/NR to calculate the
portion of income earned while a
part-year resident and the portion of
income earned while a nonresident.

■■✔ When filing jointly, you need to file
one Schedule X, one Schedule Y
and/or one Schedule Z only. A sepa-
rate schedule for each spouse is not
allowed.

■■✔ Be sure you, and your spouse if applic-
able, sign your return. Attached signa-
ture documents are not acceptable.

Massachusetts filing extensions are
valid for six months; no additional
paperwork is necessary and no further
extensions are allowable.

■■✔ Tax preparers writing to DOR on be-
half of a client must submit a Power of
Attorney, Form M-2848. ■

Tax Forms Erratum
2000 Form 1 and Form 1-NR/PY,
Schedule D, line 13 Worksheet
The instructions for Part 5 of the Long-
Term Capital Losses Applied Against
Long-Term Capital Gains worksheet for
Schedule D, line 13 are incorrect. As a
result, some taxpayers will not be able to
properly calculate certain long-term capi-
tal losses applied against long-term capi-
tal gains. Item IIII of Schedule D, Part 5
(page 40 of the Form 1 instructions and
page 46 of the Form 1-NR/PY instruc-
tions) should read as follows: “If item
HHHH is ‘0,’ enter ‘0’ in items IIII-LLLL
and go to Part 6. If item HHHH is greater
than ‘0,’enter any loss from Schedule D,
line 12, column D as a positive figure. If
Schedule D, line 12, column D is ‘0’ or
greater, enter ‘0.’”

Tax Notes
Filing Deadline
Practitioners should be aware that this
year’s filing deadline in Massachusetts is
midnight, April 17, 2001, for both state
and federal personal income tax forms.
Schedule B Reminder
When completing line 5 of Schedule B,
Interest, Dividends and Certain Capital
Gains and Losses, be sure to use the
amount of bank interest prior to the $200
exemption for married taxpayers filing
jointly (or $100 for all other taxpayers).
Using the amount after the exemption will
result in an erroneous calculation.

Form PV Reminder
Taxpayers making a payment on 2000
Massachusetts Form 1 or Form 1-NR/PY
must complete and remove the Mass-
achusetts Income Tax Payment Voucher
(Form PV) found on the payment enve-
lope. Taxpayers should be sure to staple
the check or money order to the front of
Form PV and enclose it with the return.

Earned Income Credit
Taxpayers who qualify for and claim the
federal earned income credit are allowed
a refundable credit equal to 10 percent of
the federal amount. Form 1 filers must

■■✔ If you are a paid preparer filing on be-
half of a client, be sure to fill in either
your Social Security number or your
IRS-issued Preparer Tax Identification
Number (PTIN) in the space provided.

■■✔ Pension contributions made by a
Massachusetts state, county, city or
town employee are excluded from
taxable income for U.S. purposes,
but remain taxable in Massachusetts.
For Massachusetts tax purposes, re-
port the higher Massachusetts wage
shown on Form W-2. Contributions up
to $2,000 per taxpayer still may be
deducted on your return. (Form 1, line
11; Form 1-NR/PY, line 15.)

■■✔ Taxpayers claiming the deduction for
alimony paid must enter the recipient’s
Social Security number on Schedule Y,
line 3.

■■✔ If you are liable for the penalty for un-
derpayment of estimated tax, enclose
a completed Form M-2210 with your
return. If you qualify for an exception
to, or waiver of, the penalty, fill in the
“EX” oval on the last page of Form 1
or Form 1-NR/PY. Enclose an explan-
atory statement if you are claiming an
exception or waiver.

■■✔ If you are making a payment on Form
1 or Form 1-NR/PY, complete Form PV
and enclose it with your check or
money order with your return.

■■✔ If you discover that you made an error
or omission, or received additional tax
statements after filing your return, file
Application for Abatement/Amended
Return (Form CA-6).

■■✔ Requests for a filing extension should
be made on Form M-4868, Application
for Automatic Six-Month Extension of
Time to File Massachusetts Income
Tax Return. To qualify for an extension,
taxpayers must have paid at least 80
percent of their total tax liability for the
year. Taxpayers may Telefile their
Form M-4868 or, if no tax is owed,
submit a copy of U.S. Form 4868 with
“For Massachusetts Income Tax Pur-
poses” written at the top. Payments
for Telefiled Form M-4868 must be
made by Mastercard, Visa, Discover
or a Novus brand card.

Taxpayers filing Forms 2, 3, 3F or 3M
should make requests for filing exten-
sions on Form M-8736, Application
for Extension of Time to File Fiduciary,
Partnership or Corporate Trust Return. continued on page 4
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Tax Preparation Software Corrections
and Updates
Many firms producing tax preparation
software offer a service to advise practi-
tioners of corrections and updates to
their product. This may be done through

e-mail, their website, bulletin board or
some other method. Practitioners using
tax preparation software that offers this
service should periodically check this
service to be sure that they are using the
most up-to-date version of the software. ■

Legislative
Update

An Act to Roll Back the State Income
Tax Rate to 5 Percent by the Year 2003
(St. 2000, c. 343) — This act reduces the
tax rate on Part B taxable income in three
stages. Part B income is comprised of
such items as wages, salaries, interest
from Massachusetts banks, taxable pen-
sions, business income, rental income,
alimony, winnings, etc. The rate is re-
duced from the rate of 5.85 percent for
the tax year beginning January 1, 2000,
to 5.60 percent for the tax year beginning
January 1, 2001; from 5.60 percent to
5.30 percent for the tax year beginning
January 1, 2002; and from 5.30 percent to
5.00 percent for tax years beginning on
or after January 1, 2003. St. 2000, c. 343,
§ 1, amending M.G.L. c. 62, § 4(b). ■

DOR has issued the following public written statements between November 2000 and Feb-
ruary 2001. For copies or more information, please call (617) 626-3250. The documents be-
low 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 fol-
lowing the title of the appropriate document. Public written statements also are available
on the DOR website at www.massdor.com.

Proposed Regulations

Cite Category Title Hearing Date
64H.3.1 Sales and Use Tax Direct Payment Program/2678 2/2/01

Proposed Amendments

Cite Category Title Hearing Date
62.4.1 Income Tax Capital Gains and Losses/2679 2/2/01

64H.6.2 Sales and Use Tax Printing/2680 2/2/01

Technical Information Releases (TIR)

TIR Category Title Issuance Date
00-12 Miscellaneous Community Preservation Act 11/17/00

Surcharges on Recorded and
Registered Instruments/1920

00-13 Tax Administration Limitation Period for Taxpayers that 11/29/00
Fail to File Tax Returns then Voluntarily
Disclose the Failure to File to the
Commissioner at a Later Date/1921

01-1 Tax Administration Interest Rate on Overpayments and 1/16/01
Underpayments/1915

01-2 Income Tax Effect of Recent Tax Law Changes on 1/16/01
the Taxation of Real Estate Investment
Trusts (REITs) Organized as Corporate
Trusts/1922

01-3 Income Tax Payment of Estimated Taxes by 1/22/01
Participants in a Letter Ruling 99-17
Type Reorganization/1923

DOR Directives (DOR-D)

DOR-D Category Title Issuance Date
00-8 CANCELLED

00-9 Corporate Excise/ Corporate Trust Parents and Qualified 12/15/00
Income Tax S Corporation Subsidiaries/3576

Letter Rulings (LR)

LR Category Title Issuance Date
00-15 Sales and Use Tax The Meaning of “Reasonable 11/17/00

Transportation Charges/2329

00-16 Corporate Excise Foreign Electric Company is a 12/19/00
“Utility Corporation”/2330

00-17 Income Tax Two-Tier RICs; Deduction for 12/19/00
U.S. Obligation Interest/2331

01-1 Corporate Excise/ Reorganization with a QSUB and 1/16/01
Income Tax a General Partnership Parent/2332

01-2 Sales and Use Tax Sales and Use Tax Treatment of 1/22/01
Magnetic Resonance Imaging
Equipment and Services/2333 ■

Regulations, TIRs, Directives and Letter Rulings

Tax Notes continued from page 3

enter the number of qualifying children, if
any, in line 34a, and their Social Security
number(s) in the spaces provided. Then,
enter the federal earned income amount
from U.S. 1040, line 60a; 1040A, line 38a;
1040EZ, line 8a; or Telefile Tax Record,
item L. Multiply this amount by .10 (10%)
and enter the result in line 34.

Form 1-NR/PY filers must enter the num-
ber of qualifying children, if any, in line 39,
and their Social Security number(s) in the
spaces provided. Then enter in line 39a
the federal earned income credit amount
from the U.S. 1040, line 60a; 1040A, line
38a; 1040EZ, line 8a; or U.S. Telefile Tax
Record, item L. Multiply this amount by
.10 (10%) and enter the result in the line
provided. Nonresidents, multiply this
amount by line 14g; part-year residents,
multiply this amount by line 2. Enter the
result in line 39.

If the federal earned income credit
amount, the number of children and their
Social Security number(s) are not entered,
the Massachusetts earned income credit
amount may be adjusted or disallowed.
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Business Seized Address Tax Liability at Time of Seizure

November 2000

Robert McGinley, 473 South Street West, Raynham $ 10,373 (sales)
dba Silverwood Studio of Photography

End Inc., dba The Milk Bottle 785 Broadway, Raynham $215,075 (corporate, meals, withholding)

Michael Hellwege, responsible person for 516 Washington St., Stoughton $ 27,176 (sales, withholding)
Tiles N’ More, dba Stoughton Tile & Carpet

Joseph C. Gonsalves, 44 Forest St., Attleboro $ 17,130 (withholding)
dba Jade Machine & Engineering

Danager’s Inc., 29 Bridge St., Salem $ 31,145 (meals)
dba Baybridge Restaurant & Bar

Benevides & Borges, Inc., 1561 Acushnet Ave., New Bedford $ 7,917 (corporate, meals, withholding)
dba Tulipa Restaurant

Fairhaven Carpets, Inc., 5 Little Bay Rd., Fairhaven $ 21,420 (corporate, sales, withholding)
dba Johnson Brothers

Richard B. Duby 161 Leland Farm Rd., Ashland $ 24,792 (income)

Mark R. & Lee M. Neff 10 Lakeshore Dr., West Brookfield $ 11,508 (income)

December 2000

No seizures completed.

January 2001

No seizures completed.

DOR
Seizures

The Department of Revenue conducted nine seizures between November 2000 and
January 2001, closing businesses that, at the time of seizure, owed over $366,000 col-
lectively in back taxes.

Seminar Q&A continued from page 1

amount by which their property tax pay-
ments in the tax year, including water and
sewer charges assessed, exceed 10 per-
cent of their total income. Taxpayers re-
siding in communities which do not in-
clude water and sewer debt service in
their property tax assessments may
claim, in addition to their property tax
payments, 50 percent of the sum paid
for separately stated water and sewer
charges during the tax year when figur-
ing their credit.

Q. Do you have a formula to use for de-
termining qualifying rental payments?

A. Rent constituting the real estate tax
payment is defined as 25 percent of the
rent actually paid by the taxpayer, under a
good faith rental agreement, for the right
of occupancy of the residence during the
taxable year or portion thereof. Accord-

ingly, renters may claim a credit in the
amount by which 25 percent of their an-
nual rental payment is more than 10 per-
cent of their total income.

Editor’s note: Taxpayers and practition-
ers should be aware that while the senior
citizen “circuit breaker” tax credit is ef-
fective January 1, 2001, the credit can-
not be claimed this year. The credit may
be claimed on the 2001 state income tax
returns.

Q. What happens when a 401K is rolled
over to an IRA, and then a distribution
from the IRA is taken?

A. Any contribution to an IRA which was
not previously taxed going in (rollover
from a 401K to an IRA is a nontaxable
transaction) would be fully taxed as a
distribution.

Q. When a traditional IRA is rolled over into
a Roth IRA, amounts previously subject to
tax in Massachusetts will not be taxed
here. Does this apply to amounts that
were taxed previously in another state?

A. No. TIR 98-8 states that in this situa-
tion there will be no tax to the extent con-
tributions were “previously subject to the
Massachusetts personal income tax.”
This TIR may be found at DOR’s website
at www.massdor.com.

Q. Under the capital gains tax, may
losses now be netted fully against gains?

A. Yes. A legislative change was en-
acted last summer that provided for all
classes of capital gains and losses to
net each other.

continued on page 9



U.S. District Court
Bankruptcy
In re Healthco International, Inc. Chap-
ter 7 Case No. 93-41604-JBR (January
2001) — On January 23, 2001, the United
States Bankruptcy Court issued its deci-
sion in favor of the Chapter 7 trustee,
sustaining the trustee’s objection to the
claim of the Massachusetts Department
of Revenue (DOR). The claim was for the
debtor’s sales tax liability for the years
1989 through 1993 in the amount of
$432,385.87. DOR and the trustee stipu-
lated to facts that were adopted by the
court as its findings. These stipulated
facts included: (1) that DOR had timely
filed a valid proof of claim; (2) that the
proof of claim represented taxes as-
sessed against the debtor pursuant to a
sales tax audit; and (3) that DOR had dis-
posed of the audit file in accordance with
its records retention policy six years after
the audit, but during the pendency of the
debtor’s bankruptcy.

The sole basis for the trustee’s objection
was that the claim was based on an audit.
The specific allegation made by the
trustee was that the trustee “disputes the
audit.” The trustee offered only the debtor’s
tax returns for the periods in question in
rebuttal to the audit. The court held that
the lack of availability of the audit file by
DOR, during the pendency of the bank-
ruptcy case, created an evidentiary bar-
rier for the trustee that was virtually im-
possible to overcome. For this reason
the court imposed a burden of produc-
tion on DOR to provide evidence to vali-
date its claim.

An appeal of the decision is being
considered.

Supreme Judicial Court
Sales and Use Tax
Commissioner of Revenue v. Jafra
Cosmetics Inc., SJC-08265 (January
2001) — The Supreme Judicial Court
(SJC) issued its decision in the above-ref-
erenced matter on January 25, 2001. The
SJC reversed the Appellate Tax Board’s
(ATB) earlier decision. This is a significant
decision in the sales/use tax nexus area.

In its decision, the ATB ruled that the tax-
payer’s “consultants” were not “repre-
sentatives” under M.G.L. c. 64H, § 1(5).
In its decision, the ATB construed the
term “representative” to mean someone
who had authority to act for, and bind the
out-of-state corporation. In essence, the
ATB found that the term “representative”
required a principal/agency relationship
between the parties.

The SJC overturned the ATB’s interpreta-
tion of the term “representative” and
looked to “the nature and extent of this
out-of-state taxpayer’s involvement with
its in-state sales force.” The SJC further
found that the taxpayer and the ATB’s
suggested application of the term “rep-
resentative” was “a technical construc-
tion of the term that would permit ven-
dors to escape sales and use tax liability
by artful drafting.”

The SJC also noted that the Legislature
had granted the Commissioner broad
powers to promote the efficient adminis-
tration of the tax statutes. The SJC stated
that this grant of broad powers “would be
thwarted by a requirement that the Com-
missioner track down hundreds of individ-
uals in the Commonwealth who are con-
tractually prohibited from selling products
at wholesale and retail establishments. By
contrast, imposing this burden on a ven-
dor does not seem undue where the ven-
dor knows the identity and sales volume
of each sales person located in-state.”

Superior Court
Tax Administration
The Cove at Yarmouth Resort Hotel
Condominium Trust and The Cove at
Yarmouth Resort Hotel Condominium
Association, Inc. v. Commissioner of
Revenue, Docket No. 00-180 — In this
case, the Superior Court dismissed the
plaintiffs’ action against the Commissioner
for lack of subject matter jurisdiction.
Plaintiff Trust and Corporation had desig-
nated responsibilities for the operation of
a time-share resort. The plaintiffs sought a
declaration under M.G.L. c. 231A that
they were entitled to the statutory exemp-
tion set forth in M.G.L. c. 64H, § 6(i) from
the taxes imposed on sales, furnishing or
service of gas, water, electricity, steam,
telephone, or telegraph because the util-
ity products were used for residential pur-
poses. The plaintiffs’ action for declara-
tory relief also requested that the court
abate the applicable taxes paid to date.

The plaintiffs claimed that the time-share
was entitled to the residential exemption
and that this issue was of substantial

public importance due to the number of
time-share resorts in the Commonwealth.
The plaintiff corporation had been as-
sessed the use tax in February 1997 and
paid the assessment in March 1997. The
corporation also claimed that it was not
the proper entity for assessment. No
abatement application was ever filed,
even though plaintiff corporation had
sought a pre-assessment review before
the Appeal & Review Bureau. The statu-
tory time for an abatement under Chap-
ter 62C expired one year before the Su-
perior Court action was commenced.

Under very limited circumstances, the
Supreme Judicial Court has allowed a
taxpayer to pursue declaratory relief
rather than seeking an abatement under
M.G.L. c. 62C. The court, however, has
cautioned against widespread use of
this alternative. The administrative rem-
edy must be seriously inadequate under
all the circumstances of the case.

Certain of the claims were dismissed as
being time barred and the remainder
were dismissed for failure to exhaust ad-
ministrative remedies. The court deter-
mined that this case is not one of the ex-
ceptional cases in which taxpayers may
bypass the administrative process.

The plaintiffs have indicated an intent to
appeal this decision.

Appeals Court
Tax Administration
Richard Bolt v. Commissioner of Rev-
enue, Appeals Court No. 98-P-2038
(December 2000) — In this case, the
Appeals Court upheld the Appellate Tax
Board’s (ATB) dismissal of the taxpayer’s
petition due to the taxpayer’s failure to
timely file an application for abatement.

The taxpayer filed a second amended es-
tate tax return and application for abate-
ment on June 26, 1997, more than three
years after the Notice of Assessment of
estate tax was issued, and more than one
year after the expiration of the period for
filing an application for abatement speci-
fied in M.G.L. c. 62C, § 37. The Commis-
sioner declined to consider the applica-
tion for abatement. The taxpayer filed a
petition at the ATB.

The taxpayer argued that the filing of the
second amended return, reporting a gross
estate more than 25 percent greater than
the estate as originally reported, operated
to extend the period for filing an applica-
tion for abatement pursuant to M.G.L. c.
62C, § 26(f).
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Recent
Legal
Decisions



which was organized in 1986 with the
purpose of providing financing, through
mortgage loans and sale/ leaseback
transactions to health care facilities.

Although shares of HRPT traded on a na-
tional exchange, 9.9 percent of its stock
was owned by GRGI. Also, the principals
of GRGI comprised a controlling block of
the HRPT trustees and owned a manage-
ment company, Health and Rehabilitation
Properties Advisors (HRPA), which was re-
sponsible for the operation of HRPT. Fur-
ther, during the period in question, GRGI
and HRPT were engaged in a continuing
series of finance transactions pertaining
to certain health care properties.

Evidence presented to the ATB related to
four transactions that the Commissioner
asserted were not “securities” and/or not
“for investment purposes” as construed
by the cases decided under c. 63,
§ 38B(a). The ATB, however, discussed
in detail only three of the four transac-
tions. The three transactions discussed
involved whether three multi-million dol-
lar short-term notes, derived from loan
transactions between GRGI and HRPT,
and subsequently “acquired” and held
by GSC, were “securities under M.G.L.
c. 63, § 38B(a) and if so whether these
instruments were acquired and held by
GSC for investment purposes. In decid-
ing that the three notes were “securities”
for purposes of M.G.L. c. 63 § 38B, the
ATB primarily relied upon the broader
federal and state definition of a “security,”
which is used for purposes of securities
law investor protection. Although there
have been a series of cases in which the
SJC or ATB has concluded that a de-
mand note derived from a simple loan
transaction is not a security for purposes
of § 38B, the ATB concluded that none
of these cases were controlling in this in-
stance. Compare State Tax Comm v.
PoGM Co., 369 Mass. 611 (1976) (note
taken in exchange for the sale of real es-
tate does not constitute a “security” for
purposes of § 38B). Further, the ATB re-
jected the Commissioner’s argument,
based upon the Appeals Court case that
even under the Massachusetts’ Securities
Act, a note derived from a simple loan
transaction is not a security. See Dinjian v.
Dinjian 22 Mass. App. Ct. 589, 594 (1976)
(a “demand or short-term note is almost
ipso facto not a security”).

Addressing the second prong under
§ 38B, as to whether GSC acquired and
held its securities for investment pur-
poses, the ATB held that the “acquisition

date of its preparation. After the Novem-
ber 15, 1995 decision of the Supreme
Judicial Court in Grady v. Commissioner,
421 Mass. 374 (1995), the taxpayers’ at-
torney tried unsuccessfully to resolve the
taxpayers’ abatement applications ad-
ministratively. The parties stipulated, and
the ATB found, that the taxpayers’ attor-
ney received a copy of the notice deny-
ing the abatements not later than Febru-
ary 27, 1996. The taxpayers filed their
appeals to the ATB on July 23, 1996.

The Appeals Court affirmed the ATB’s de-
cision that the taxpayers’ petitions to the
ATB were not filed within the 60 day pe-
riod set forth in M.G.L. c. 62C, § 39, “as
extended in the circumstances to sixty
days after actual notice of the denial of
the abatements” and thus the ATB had no
jurisdiction to hear the appeals.

The Appeals Court further opined that:
“The taxpayers’ reliance upon Leonardi
v. State Tax Comm, 355 Mass. 454, 459
(1969), is misplaced, as nothing therein
authorizes a court to order an abatement
which is foreclosed by a taxpayers’ failure
to pursue available, adequate administra-
tive remedies. Curran v. Commissioner
of Revenue, 23 Mass. App. Ct. 965, 966
(1987). Nor, on the facts of record, is
there any basis to disturb the decision
on principles of equitable estoppel.”

Appellate Tax Board
Corporate Excise
Greenery Securities Corporation v.
Commissioner of Revenue, ATB
Docket No. F223436 (January 2001) —
On January 26, 2001, the Appellate Tax
Board (ATB) issued its Findings of Fact
and Report in this case in favor of the
taxpayer. At issue was whether Greenery
Securities Corporation (the taxpayer or
GSC) was engaged exclusively in buy-
ing, selling, dealing in, or holding securi-
ties as required by M.G.L. c. 63 § 38B(a)
and whether this activity was for invest-
ment purposes as required by cases de-
cided pursuant to M.G.L. c. 63, § 38B(a).

The taxpayer was a Delaware corpora-
tion, which for the relevant periods was a
wholly-owned subsidiary of Greenery
Rehabilitation Group, Inc. (GRGI). GRGI
was a Delaware corporation principally
engaged in operating nursing homes
and other health care facilities through
several wholly-owned subsidiaries. The
transactions in question each involved ei-
ther a short-term promissory note or
stock issued by Health and Rehabilitation
Properties Trust (HRPT), a publicly-held
Maryland real estate investment trust

The Appeals Court found that the tax-
payer filed the application for abatement
more than one year after the statute of lim-
itations set forth in M.G.L. c. 62C, § 37.

The court also found that it was appro-
priate for the Commissioner not to ac-
cept the taxpayer’s second amended re-
turn submitted for the purpose of
extending the statute of limitation under
M.G.L. c. 62C, § 26(f) since the gross
estate reported in the second amended
return was not more than 25 percent
greater than the value of the gross estate
assessed.

Theodore D. Poulos v. Commissioner
of Revenue, Appeals Court No. 1999-
P-0530 (December 2000) — In this
case, the Appeals Court issued its deci-
sion in favor of the Commissioner, affirm-
ing the decision of the Appellate Tax
Board (ATB). The court entered its deci-
sion under Rule 1.28 of the Appeals
Court Rules, which allows for the sum-
mary disposition of certain matters, in-
cluding those in which no substantial
question of law is presented to the court.

In this case, the taxpayer filed his peti-
tion at the ATB more than 60 days after
receiving denials of his two applications
for abatement of withholding and meals
taxes. Under M.G.L. c. 63, § 39, an ap-
peal to the ATB after receipt of a notice
denying an abatement, must be filed at
the ATB within 60 days of the date of the
notice. In this matter, the taxpayer’s peti-
tions for the withholding tax and meals
tax were due by December 1 and De-
cember 2, 1997, respectively. The tax-
payer did not file its petition at the ATB
until December 5, 1997. Even if the late
filing was “inadvertent and inconsequen-
tial” as the taxpayer argued, the court
held that the ATB was without authority to
waive the statutory deadline.

Theodore and Joan Levitt v. Commis-
sioner of Revenue, Appeals Court No.
97-P-270 (January 2001) — In this case,
the Appeals Court affirmed the Appellate
Tax Board’s (ATB) dismissal of the tax-
payers’ petitions for the 1986 and 1987
Massachusetts income tax years for lack
of jurisdiction.

On March 30, 1992, the taxpayers filed
applications for abatement of 1986 and
1987 income taxes. Although the Com-
missioner prepared a notice of denial of
the requested abatements on March 5,
1993, the ATB found that a copy of this
notice neither was sent to the taxpayers’
designated representative nor was re-
ceived by the taxpayers on or near the
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of the three short-term notes from a pub-
licly-traded and credit-worthy corpora-
tion, all salable and transferable on a
commercial market, provided the best
combination of high return and low risk.
Their acquisition, therefore, was consis-
tent with and satisfied Greenery Securi-
ties’ investment goals.”

The fourth transaction relied upon by the
Commissioner in disallowing GSC Secu-
rities Corporation treatment involved the
9.9 percent interest in HRPT purchased
by GRGI. GRGI purchased these shares
in two separate transactions in 1986 and
1987 for a total consideration of $9.15
million, then in each instance transferred
these shares to GSC to hold. In 1989,
GSC returned these shares to GRGI in
the form of a dividend so that GRGI
could transfer these shares to HRPA (a
corporation wholly-owned by the two
majority shareholders of GRGI) for a total
sale price of $9.15 million. The fact that
the sale of the HRPT stock would result
in no profit was explained in SEC state-
ments filed by GRGI. Those statements
noted that, although GRGI received no
profit in connection with its sale of HRPT
shares, it nonetheless benefited from the
transaction in another way since the sale
permitted it to use more favorable ac-
counting in an unrelated business trans-
action also being conducted at that time
with HRPT. The Commissioner argued
that this transaction, as it related to GSC,
revealed that GSC did not hold the HRPT
stock “for investment purposes” but rather
as an accommodation to GRGI.

Income Tax
Norman A. & Gloria Vickery v. Commis-
sioner of Revenue, ATB Docket No.
F188143, and Donald B. & Priscilla
Vickery v. Commissioner of Revenue,
ATB Docket No. F188144 (January
2001) — On January 8, 2001, the Appel-
late Tax Board (ATB) issued its decision in
favor of the Commissioner in the above-
consolidated cases. The issue raised by
this appeal was whether the taxpayers
could use the installment method for re-
porting the gain on the sale of real estate
even though they did not make any affir-
mative election on their return, as required
by M.G.L. c.62, § 63.

In 1987, a partnership sold real estate lo-
cated in Massachusetts. The taxpayers,
sole partners of the partnership, reported
the gain from the sale on their 1987 Mass-
achusetts personal income tax returns
and paid the tax due on the gain. No

election was made by any of the tax-
payers to utilize the installment method. In
1989, the buyer of the property defaulted
on the mortgage and the partnership
foreclosed on the property. As a result,
while the total proceeds from the sale
were neither realized by the partnership
nor the partners, the failure of the partners
to utilize the installment method of ac-
counting on their 1987 returns resulted in
the payment of tax on the entire gain.

Following the foreclosure, the taxpayers
realized that had an election to report the
sale as an installment sale been made on
their original returns, taxes would have
been due only on the proceeds actually
received. The taxpayers then filed
amended returns and attempted to elect
an installment method of accounting. The
taxpayers argued that their CPA should
have elected to use the installment
method in the first instance.

M.G.L. c. 62, § 63 provides that to use
the installment method a taxpayer must
notify the Commissioner before reporting
the gain on a return and an affirmative
election on the return is required. The
reason for the notification is to provide
the Commissioner with ample time to re-
view the facts of the sale and require
posting of a bond or other security if
necessary. 830 CMR 62.63.1(d).

Sales and Use Tax
Wide World Photo, Inc. v. Commis-
sioner of Revenue, ATB No. F250875
(December 2000) — In this case, the
Appellate Tax Board (ATB) found in favor
of the Commissioner. The taxpayer, Wide
World Photo (Wide World), is a wholly-
owned subsidiary of Associated Press
(AP), and operates from the New York
City headquarters of AP. AP is a not-for-
profit news cooperative organization,
which generates income through mem-
bership fees paid by subscribing news-
papers. AP provides both news stories
and photographs exclusively to its mem-
bers. Non-AP members cannot purchase
either AP’s photos or its news stories.
Through the years, AP has amassed a
valuable collection of famous photo-
graphs that have considerable market-
ability to the public at large, including
nonmembers. AP created Wide World for
the sole purpose of marketing AP’s copy-
righted photographs to nonmembers of
AP. Wide World is the exclusive distribu-
tor of the photographs, which are stored
in the AP photo library in New York City.

Wide World argued that it had two types
of Massachusetts transactions. The first

type involved individuals who purchased
a particular photograph for their own per-
manent and personal use. Wide World
conceded that these types of transactions
were transfers of tangible personal prop-
erty for consideration and therefore, sub-
ject to Massachusetts sales tax. Conse-
quently, these transactions were not at
issue in the appeal.

The second type of customers are busi-
ness or commercial entities who sought
to reproduce a specific AP photograph
in their own printed material. Once the
photograph was reproduced, the photo-
graph was to be returned to Wide World.
The taxpayer argued that this type of
transaction was merely a temporary
transfer of a photograph; that the trans-
action was a “license” or a transfer of an
intangible asset and therefore not subject
to Massachusetts sales tax. Wide World
based its argument on the fact that the
definition of a sale pursuant to M.G.L. c.
64H, § 1 does not include a license.

It was the Commissioner’s position that
both types of transactions were subject to
Massachusetts sales tax. In both transac-
tions Wide World transferred possession
of tangible personal property for consid-
eration. The Commissioner established
that in both types of transactions, Wide
World actually transferred tangible per-
sonal property; i.e. the photograph, for
consideration. The ATB concurred with
the Commissioner.

Both parties have requested a Findings
of Fact and Report.

Winthrop Printing v. Commissioner of
Revenue, ATB Docket Nos. 201770-71
& 217153 (December 2000) — On De-
cember 28, 2000, the Appellate Tax
Board (ATB) issued its Findings of Fact
and Report in this case. The ATB ruled in
favor of the taxpayer.

The main issue in this appeal was whether
the taxpayer’s purchase of “pre-press”
machinery and supplies were subject to
Massachusetts sales and use tax. The
taxpayer argued that the machinery was
exempt pursuant to M.G.L. c. 64H, § 6(s)
and that the supplies were exempt pur-
suant to § 6(r). The Department’s long-
held position is that pre-press machinery
and supplies are not exempt since these
items are not used in the actual manu-
facture of tangible personal property.

The ATB ruled that “pre-press” machin-
ery is exempt, finding that the machinery
at issue “operates to guide or measure a
direct and immediate physical change to
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the printed material,” which is admittedly
manufactured. However, the ATB ruled
that the supplies were not exempt since
the “guiding or measuring” language
that appears in § 6(s) does not appear in
§ 6(r). This finding is important since it
has been unclear whether the deeming
language which appears in § 6(s) should
be read into § 6(r) since § 6(r) and § 6
(s) have been found to be complimen-
tary provisions.

As a result of a new amendment, St. 2000,
c. 159, § 131, effective July 1, 2000, such
pre-press machinery is specifically ex-
empt pursuant to M.G.L. c. 64H, § 6(ss).
This amendment was not applicable to
the periods at issue in this appeal.

The Neiman Marcus Group, Inc. v.
Commissioner of Revenue, ATB
Docket No. F245638 (January 2001) —
On August 3, 2000, the Appellate Tax
Board (ATB) announced its decision in
favor of the taxpayer in this case. On Jan-
uary 24, 2001, the ATB issued its Findings
of Fact. The transactions at issue involved
retail sales to customers who purchased
merchandise from Neiman Marcus while
physically present in its Boston store, but
who requested delivery, via common car-
rier, of the merchandise to a third-party
designee at a location outside of Mass-
achusetts. It was the Commissioner’s po-
sition that Neiman Marcus was required
to collect sales tax on these sales.

The Department’s regulation specifically
provides that if the purchaser is within
Massachusetts when the order for the
property is placed, the sale will generally
be taxable unless both title to and pos-
session of the property pass outside of
Massachusetts. 830 CMR 64H.6.7(3). The
regulation provides further that if there
are no contract terms as to the passage
of title, title will pass in Massachusetts
when the property is delivered to an in-
terstate carrier for redelivery to the pur-
chaser’s designee. Id.

It was the taxpayer’s position that title
passed outside of Massachusetts be-
cause the seller arranged for shipment of
the items to the designee. Accordingly, it
argued that the sale could not be taxed
in this state because title and possession
occurred elsewhere. The taxpayer ar-
gued that the Commissioner’s regulation
was inconsistent with applicable provi-
sions of the Uniform Commercial Code
(the Code).

According to M.G.L. c. 106, § 2-401, be-
fore title transfers, the purchaser and the
seller must identify the goods. After the
goods are identified, title passes to
the buyer at the time and place at which
the seller completes his performance with
respect to the physical delivery of the
goods. In the instant case, the buyer
identified the goods when the goods were
brought to the sales clerk and consider-
ation was exchanged. The remaining
question, therefore, was at what point did
the taxpayer complete its delivery of the
goods.

The Code includes specific provisions
identifying when the seller has completed
his performance in connection with the
shipment of goods. If the transportation
agreement is a shipping contract, then
title passes in Massachusetts, and if it is a

destination contract then title passes out-
side Massachusetts. See M.G. L. c. 106,
§ 2-401(2)(a)– (b). Where no explicit
terms exist specifying the details of de-
livery and transfer of title and there has
been no explicit agreement otherwise, a
contract for transportation of goods by
common carrier will be presumed to be
a shipment contract.

The ATB concluded that Neiman Mar-
cus’s contract performance required it to
effect delivery of goods at their final des-
tination, and such responsibility was un-
derstood and expected by their cus-
tomers. Consequently, the ATB
determined that title did not pass until
the goods were in fact tendered at their
destination.

A decision as to whether to appeal this
matter has not been made. ■
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Q. For direct deposit, if the bank routing
number is for a non-Massachusetts bank,
will you recognize it?

A. Yes. Beginning this year, all continental
U.S. banks are acceptable if the bank it-
self accepts direct deposit.

Q. If an S corporation with a tax year that
ends December 31 reorganizes in Decem-
ber into a corporate trust in a LR 99-17
type reorganization, will the S corpora-
tion entity-level tax be imposed on the S
corporation for the period it reorganized?

A. No entity-level tax will be imposed in
the year of reorganization if the reorgani-
zation does not trigger federal income
recognition.

Q. Will the Department be developing
forms to calculate the application of esti-
mated payments made on behalf of
shareholders or previous S corporations
toward the tax liability of a corporate trust?

A. The Department is handling the appli-
cation of these estimated payments on a
case-by-case basis. For further informa-
tion, please see TIR 01-3, available on
DOR’s website at www.massdor.com. ■

Q. How do we acquire the form that recal-
culates capital gains going back to 1996?

A. You can obtain Massachusetts Sched-
ule CGT, Capital Gains Tax Recalculation,
by calling the Customer Service Bureau
at (617) 887-6367 or toll-free in Mass-
achusetts at 1-800-392-6089. A PDF ver-
sion of Schedule CGT is also available on
DOR’s website at www.massdor.com.

Q. Is the limited authorization on the
Form 1 and Form 1-NR/PY only valid for
inquiring about estimated payments?

A. No. It is valid for all line items listed
on these returns, including estimated
payments.

Q. How long does a limited authorization
last?

A. It is limited only to that return and will
automatically end no later than the due
date for the following year’s tax return
(without regard to extension). For exam-
ple, limited authorization from a tax year
2000 return expires April 16, 2002.

Q. How long does it take to have an
offer-in-settlement resolved?

A. It now takes months, not years to re-
negotiate a reasonable settlement. Once
the Department receives an offer, it takes
about four to six months.
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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



2nd Quarter
2001 Tax Calendar*

Date** Form Form Title Comments

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

17 1 Resident Income Tax Return —

1-NR/PY Nonresident/Part-Year Resident Income Tax Return —

Telefile Telefile —

M-4868 Application for Automatic Six-Month Extension of Time to File Six months

M-8736 Application for Extension of Time to File Fiduciary, Partnership or 
Corporate Trust Return Six months

1-ES Personal Income Estimated Tax Payment 1st Quarter

2-ES Estimated Tax Payment for Filers of Form 2, 3F and 3M 1st Quarter

ST-11 Individual Use Tax Return —

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

180 Tax Return of Certain Corporations, Associations and Organizations Engaged —
in the Sale of Alcoholic Beverages

20 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

30 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

May 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

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

June 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

1-ES Personal Income Estimated Tax Payment 2nd Quarter

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

355-ES Corporation Estimated Tax Payment 2nd 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

30 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.
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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.
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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).

gram to Simplify the Audit Process for
Business Taxpayers – Sales/Use Tax to
explain the process and requirements in
greater detail.

Businesses must be registered with the
Department as sales/use tax vendors in
order to participate in these audit pro-
grams. Please contact DOR’s Audit Divi-
sion at (617) 887-6809 for more informa-
tion about direct payment permits and
managed compliance agreements; or
(617) 887-5026 for information about
computer-assisted audit techniques. ■

Rather than relying on paper records and
manual input, CAATs works directly from
electronic data supplied by the taxpayer.
DOR can quickly and accurately deter-
mine a taxpayer’s liability using a so-
phisticated sampling program, as the
computer handles the bulk of the data
entry, analysis, report generation and file

management.

Managed
Compliance
Agreements
Larger busi-
nesses that
have comput-
erized records
also may bene-
fit by entering
into a Man-
aged Compli-
ance Agree-

ment (MCA). An MCA is an up-front,
binding agreement between a business
and DOR that details simplified proce-
dures by which the business calculates
and remits unpaid sales/use tax directly
to the Department for a set period of
time. Using the sampling methods avail-
able through CAATS, the taxpayer and
DOR analyze and determine what trans-
actions are to be covered under the
agreement and at what rate the transac-
tions are to be taxed. The taxpayer
agrees to monitor the accuracy of its
agreement and in return DOR agrees to
forego a comprehensive audit of books
and records — provided the taxpayer’s
liability falls within the pre-determined
parameters. DOR has published Man-
aged Compliance Agreements: A Pro-

In January the Department of Revenue’s
(DOR) Audit Division released three new
publications that provide detailed de-
scriptions of the various audit programs
available to business taxpayers. The pro-
grams are designed to reduce adminis-
trative costs, encourage cooperation and
simplify the audit process for both the tax-
payer and DOR.

Direct Payment Permits
The direct payment permit program is
geared toward larger businesses that
have computerized record-keeping and
expect to remit sales taxes of $50,000 or
more per year. Under the program, busi-
nesses that hold direct payment permits
pay sales tax directly to DOR, instead of
to the vendor at the time of purchase.
The direct payment permits allow tax-
payers to self-accrue more of their tax
liability and reduce paper work and
bookkeeping. Direct Payment Permit: A
Program to Simplify Sales/Use Tax Ac-
crual and Collection provides an overview
of the program and details how direct
payment permits work and how to be-
come a direct payment permit holder. The
publication includes an application form
and instructions.

Computer-Assisted Audit Techniques
The Computer-Assisted Audit Tech-
niques: Using Computers to Simplify Tax
Audits booklet includes an explanation of
the most common methods of computer-
ized audit, application forms and instruc-
tions. By opting to use Computer-Assisted
Audit Techniques (CAATs), businesses
can reduce the time and personnel re-
sources required to complete an audit.

New Publications Describe Improved Audit Programs

Audit Division

Commonwealth of Massachusetts Department of Revenue

Managed
Compliance
Agreements
A Program to Simplify the Audit
Process for Business Taxpayers —
Sales/Use Tax

Frederick A. Laskey January 2001
Commissioner


