
HOUSE No. 1677
By Mr. Smith of Lynn, petition of James E. Smith and other

members of the House for legislation to provide for a payroll tax in the
cities and towns of the Commonwealth as an alternate method of
providing local property tax relief. Taxation.

In the Year One Thousand Nine Hundred and Seventy-Eight.

An Act to provide alternative revenue sources for relief of the
PROPERTY TAX BURDEN.

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

1 SECTION 1. PA YROLL TAX: The General Laws are hereby
2 amended by inserting after Chapter 641, the following chapter:

6 (1) Definitions: As used in this chapter, the following words,
7 unless the context otherwise indicates, shall have the following
8 meanings:
9 (A) “Board”, the appellate tax board.

10 (B) “Commission”, the state tax commission.
11 (C) “Commissioner”, the commissioner of corporations and
12 taxation.
13 (D) “Employee”, any person who is compensated for services
14 performed for or on behalf of an employer, whether as owner,
15 partner, subordinate or independent contractor.
16 (E) “Employer”, any person, corporation, company, trust,
17 estate, or foundation, having one or more employees and paying
18 as compensation a total of more than twenty-five thousand
19 dollars in any one calendar quarter, other than:
20 (1) the government of the United States and its agencies and
21 instrumentalities;

4 Excise on employer payrolls in the cities and towns of the
5 Commonwealth:
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22 (2) the Commonwealth and its political subdivisions, its and
23 their agencies and instrumentalities, but not authorities.
24 (F) “Payroll”, the total remuneration paid by an employer to
25 employees for services, as salary, wages, commissions, payments
26 under a contract, distribution of assets or earnings whether in the
27 form of money, goods or anything else of value.
28 (G) “Treasurer”, the treasurer of any city or town availing
29 itself of this chapter.
30 (2) Declaration of Necessity: A tax must be imposed upon the
31 payrolls of employers.
32 In order to compensate municipalities for the burdens imposed
33 by providing police and fire protection, public transportation,
34 traffic control, and parking, and the burdens caused by the
35 absence of tax revenue resulting from the presence of educational,
36 cultural and medical institutions, and governmental offices which
37 satisfies the needs for services caused by the presence of all thse
38 employers and which provides a healthy business environment for
39 such employers and which provides a healthy business environ-
-40 ment for such employers. It is, therefore, reasonable to permit
41 cities and towns so burdened to impose an excise on the payrolls
42 of employers benefitting from such business opportunities to
43 assist those cities and towns in defraying such added costs.
44 (3) Cities and towns authorized to impose and collect excise on
45 employer payrolls; rate.
46 All cities and towns shall impose and collect an employer
47 payroll tax for the general municipal purposes of the municipality
48 at a rate of one percent per annum of an employer’s payroll.
49 (4) Quarterly returns and payment of excise: Every employer
50 shall report his payroll for the preceding calendar quarter to the
51 treasurer on or before the last day of April, July, October and
52 January in each year on a form furnished by the commissioner
53 stating the number of persons employed, the total amount of
54 wages or salary paid to each and the total amount so paid. At the
55 time of filing such report, every employer shall pay to the
55 treasurer one percent of such total quarterly amount.

57 (5) Failure to file reports and pay excise: If any employer,
5g having failed to file, or having filed an incorrect report without
59 reasonable excuse fails to file an original or corrected report, as

50 the case may require, within twenty days after the giving of notice
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61 by mail, postage prepaid, by the treasurer to such employer of his
62 delinquency, the treasurer shall determine the amount due, at any
63 time within two years after the calendar quarter to which such
64 failure relates and shall notify the employer of such determination
65 by mail, postage prepaid. The employer shall forthwith after the
66 giving of such notice pay to the treasurer the amount so
67 determined to be due, with interest at eight percent on such
68 amount from the day on which the payment is required to be
69 made pursuant to section four. Any employe! may, within three
70 months of the date of notice of such determination, apply to the
71 commission upon a form prescribed by it for an abatement, and
72 may appeal to the board from the decision of the commission on
73 such application for an abatement within ten days of the date of
74 such notice of such decision, which notice the commission shall
75 send by mail, postage prepaid, to the employer forthwith upon
76 making such decision. Any employer who shall discover that any
77 overpayment of an excise has been made under section four may
78 within one year of the date of overpayment apply to the
79 commission on a form prescribed by it for a refund and may
80 appeal to the board from the decision of the commission on such
8! application for a refund within ten days of the date of notice of
82 such decision, which notice the commission shall send by mail,
83 postage prepaid, to the employer forthwith upon making such
84 decision.
85 (6) Same subject; Penalty. An employer who fails to file a
86 report to the treasurer as required by section four, or a corrected
87 report as required by section five, shall forfeit to the treasurer and
88 shall pay to said treasurer on demand the sum of ten dollars for
89 each employee for each quarter in which said employer failed to
90 make payment of the excise.
91 (7) Employers not to deduct any amount from employees : No
92 employer shall withhold any amount from compensation payable
93 to an employee on account of the excise imposed by this chapter.
94 (8) Liability to single city or town: No employer shall be
95 obligated to report and pay a payroll excise, or any interest,
96 penalty or costs, to more than one city or town with respect to
97 remuneration paid to each employee for services performed. The
98 payroll tax shall be paid to that city or town in which an employer
99 or a subordinate unit or branch of such employer is housed, and
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from which the services of such employer or unit are immediately
directed. Where any dispute as to the liability for an employer
payroll excise to more than one city or town for services
performed by an employee is not resolved by an agreement
between the employer and the city or town, the employer of a city
or town may refer the matter to the commission for resolution.
The determination of the commission shall be final.
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(9) Period of imposition of tax'. No tax shall be imposed
pursuant to this chapter with respect to services performed prior
to January first, nineteen hundred and seventy-eight, or in a
calendar quarter prior to acceptance of this chapter.
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(10) Recovery of excise penalties, etc.'. Sums due to a city or

town under this chapter as excise or as penalties or forfeitures
may be recovered by such city or town in an action brought in the
name of the treasurer. The treasurer shall have the same powers
and remedies with respect to the collection of said sums as he has
with respect to the collection of taxes under chapter sixty of the
General Laws.
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(11) General penalty. Any employer who fails, neglects or
refuses to make any report required by this chapter, any person
who refuses to permit the treasurer or his agent to examine an
employer’s books, records and paper, and any person who
knowingly makes any incomplete, false or fraudulent report or
attempts to do anything whatsoever to avoid the full disclosure of
the amount due under this chapter to avoid the payment of the
whole or in any part thereof shall be punished by a fine of not
more than one thousand dollars or by imprisonment for not more
than one year.
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128 (12) Regulations'. The commission shall adopt such regulations

as it deems necessary to carry out the purposes of this chapter.129

SECTION 2. Municipal Spending Limit'.
(1) For the purposes of this provision, the following terms

shall be defined as:
7

3
(A) Total Local Expenditures : the sum of A, B & Cof Part 11,

“Local Expenditures”, plus Part V, “Overlay” of the present Tax
Rate Recapitulation Sheet (Form 1125 of Department of
Corporation and Taxation as last revised, March 1976).
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8 (B) Emergency Exemption : an exemption to the municipal
9 spending limit granted through home rule petition showing

10 extraordinary circumstances.
11 (2) Section 5 of Chapter 40 of the General Laws is hereby
12 amended by inserting after the word “purposes” the following
13 clause: “as long as any increase in total local expenditures for
14 any fiscal year does not exceed by more than 1%, the rise in the
15 Boston Consumer Price Index for the previous calendar year. If a
16 decrease in the Boston Consumer Price Index for the previous
17 year should exceed 1%, then total local expenditures shall be
18 reduced by the amount in excess of 1% by which the Boston
19 Consumer Price Index decreases. The provisions of this law are
20 mandatory upon all cities and towns of the Commonwealth
21 unless an emergency exemption is granted.
22 (3) The General Laws are hereby amended by inserting after
23 section 68 of Chapter 44, the following section:
24 Section 69: Any increase in total local expenditures for any
25 city, for any fiscal year, may not exceed by more than 1% the rise
26 in the Boston Consumer Price Index for the previous calendar
27 year. If a decrease in the Boston Consumer Price Index for the
28 previous calendar year should exceed 1%, total local expenditures
29 shall be reduced by the amount in excess of 1% by which the
30 Boston Consumer Price Index decreases. The provisions of this
31 law are mandatory upon all cities and towns of the Com-
-32 monwealth unless an emergency exemption is granted.

j SECTION 3. Corporate Tax Reduction and Reform:
2 (1) Section 15 of Chapter 546 of the acts of 1969 is hereby
3 repealed.
4 (2) Subsection (a) of section 32 of chapter 63 of the acts of
5 1975 is hereby amended by striking out clause (2) and inserting in
6 place thereof the following clause:
7 Seven and one-half per cent of its net income determined to be
8 taxable in accordance with the provisions of this chapter.

I SECTION 4. Income Tax Adjustment;

2 (1) Section 88 of Chapter 684 of the acts of 1975 is hereby
3 repealed as it applies to Part B income in section 4of Chapter 62
4 of the General Laws.
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5 (2) Subsection (b) of section 4of Chapter 62 of the General
6 Laws, as appearing in section 2of Chapter 723 of the acts of 1973,

is hereby amended by striking out paragraph (b) and inserting in
8 place thereof the following paragraph:-
9 Part B taxable income shall be taxed at the rate of five and one-

-10 half per cent.
11 (3) Variable Exemptions Provision'. Paragraph (b) of subsec-
-12 tion B of section 3 of Chapter 62 of the General Laws, as
13 appearing in section 5 of Chapter 555 of the acts of 1971, is
14 hereby amended by striking out sub-paragraphs (1) through (4)
15 inclusive, and inserting in place thereof the following
16 subparagraphs:
17 (1) in the case of a single person;
18 (A) a personal exemption of five thousand dollars, less two
19 hundred dollars for each one thousand dollars of total income,

20 (B) an additional exemption of two thousand, five hundred
21 dollars, less one hundred dollars for each one thousand dollars of
22 total income, if the taxpayer was totally blind at the close of his
23 taxable year, and
24 (C) an additional exemption of twelve hundred and fifty
25 dollars, less fifty dollars for each one thousand dollars of total
26 income, if the taxpayer had attained the age of sixty-five before
27 the close of his taxable year.
28 (2) in the case of a husband and wife filing a joint return;
29 (A) a personal exemption of seven thousand, five hundred
30 dollars, less three hundred dollars for each one thousand dollars
31 of total income of both husband and wife.
32 (B) an additional exemption of two thousand, five hundred
33 dollars, less one hundred dollars for each one thousand dollars of
34 total income of both husband and wife, for each spouse who was
35 totally blind at the close of his taxable year, and
36 (C) an additional exemption of twelve hundred and fifty
37 dollars, less fifty dollars for each one thousand dollars of total
38 income of both husband and wife, for each spouse who had
39 attained the age of sixty-five before the close of his taxable year.
40 (3) In the case of a married person filing a separate federal
41 income tax return and a separate return under this chapter,
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42 (A) a personal exemption of two thousand, five hundred
43 dollars, less one hundred dollars for each one thousand dollars of
44 total income.
45 (B) an additional exemption of two thousand, five hundred
46 dollars, less one hundred dollars for each one thousand dollars of
47 total income, if the taxpayer was totally blind at the close of his
48 taxable year, and
49 (C) an additional exemption of twelve hundred and fifty
50 dollars, less fifty dollars for each one thousand dollars of total
51 income, if the taxpayer had attained the age of sixty-five before
52 the close of his taxable year.
53 (4) an exemption of twelve hundred and fifty dollars, less fifty
54 dollars for each one thousand dollars of total income, for each
55 individual who qualifies for exemption as a dependent under
56 section one hundred and fifty-one (e) of the Code. “Total
57 income,” as used in this paragraph, shall include the income of
58 both husband and wife filing a joint return. No exemption shall
59 be allowable under this paragraph to a person filing a separate
60 return unless he has filed a separate federal income tax return.”
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