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To the Honorable Senate and House ofRepresentatives.

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

Respectfully submitted

NICHOLAS L. METAXAS,
Chairman

DEBORAH EC'KER,
Member.

Member.
M. JOSEPH STACEY,

fltlje Commontocaltlj of jUlaS^adnigcttai
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I. REQUIRING MUNICIPALITIES TO TIMELY FILE REIMBURSEMENT
CLAIMS FOR LOSS OF TAXES UNDER CERTAIN PROGRAMS.

Under existing statutes, cities and towns are entitled to partial
reimbursements from the Commonwealth for exemption and abate-
ments granted qualifying taxpayers, such as certain veterans, widows,
minors, and blind persons.

The State Tax Commission is required to estimate the loss of taxes
sustained by such municipalities and does so, to the extent it has
knowledge, in its annual “Cherry Sheet”. However, many municipali-
ties do not timely file their reimbursement claims, sometimes several
years late. Some communities file two or three years’ reimbursement
at one time. This does not make for proper fiscal planning or
reasonable anticipation of fiscal needs by the Commonwealth in this
particular area. This proposal would require cities and towns to apply
for reimbursement by the end of the fiscal year to which said claims
relate.

2. THE DETERMINATION OF ESTIMATED RECEIPTS FOR LOCAL PUR-
POSES.

The State Tax Commission annually estimates the amount each
city or town will receive from the Commonwealth from sundry
distributions and reimbursement programs and issues its determina-
tions to each city or town in a cherry sheet, so-called. These amounts
are then considered by the municipality as estimated receipts for the
purpose of setting its tax rate and the amount that must be raised
through local taxation. The actual amounts that a city or town may
receive under these programs may be more or less than the original
estimates.

During 1973, the scope of the Commission’s discretion to make
these estimates generated substantial controversy and a number of
court actions by cities and towns. The issue involved was never
judicially resolved and ambiguity continues to exist. The Commission
believes that it is imperative to clarify and resolve the matter by
legislative amendment.

RECOMMENDATIONS.
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The proposed legislation would require that cherry sheet estimates
be based upon appropriations and statutory provisions in existence at
the time the estimates are made and upon the governor’s appropria-
tion requests pending at that time. Further, the Commission would
be barred from altering, changing or supplementing the estimates
after June thirtieth to take into account facts and circumstances
occuring after said date.

It is fiscally essential that the cherry sheet estimates have finality
at some point in time. Cities and towns must be able to set their tax
rates and send out their tax bills expeditiously and with the
knowledge that the Commission estimates cannot be changed.

INCREASING THE RATE OF INTEREST FOR LATE TAX PAYMENTS

At present the interest rate on delinquent state taxes is eight per
cent per year. The trend towards higher interest rates in recent years
has resulted in some taxpayers who owe substantial sums seeking to
defer payment of their tax bills and subject themselves to eight per
cent interest rather than pay a substantially higher rate of interest on
borrowed funds. Section one of this proposal would increase the rate
to ten per cent, which would encourage prompt payment of taxes.

Section two of this proposal would increase the interest rate for
delinquent local taxes to ten per cent. In order to avoid undue
hardship upon persons unable to make timely payment of their real
estate taxes, the collector would be authorized to reduce the rate to
eight per cent.

4. AUTHORIZATION TO THE COMMISSIONER OF CORPORATIONS AND
TAXATION, SUBJECT TO THE APPROVAL OF THE TREASURER
OF THE COMMONWEALTH, TO DESIGNATE DEPOSITARIES FOR

THE COLLECTION OF STATE TAXES.

This legislation would authorize the commissioner of corporations
and taxation, with the approval of the state treasurer, to designate
cetain banks doing business in the commonwealth as depositaries and
fiscal agents of the commonwealth for the purpose of receiving tax
payments.
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Under the depositary method of payment, as currently employed
by the Federal Internal Revenue Service and other states, taxes are
paid by depositing the amount due with a bank which has been
authorized to act as a depositary rather than filing and paying
directly with the taxing authority. The fiscal agents then transmit the
aggregate payment to the proper tax authority.

This would simplify and expedite the collection of state taxes,
especially in those areas where monthly returns are required, such as
withholding, sales tax, room occupancy and meals tax.

It would offer the taxpayer the convenience of satisfying his tax
obligation at a designated bank in his home area without the
frequent return filing and would, at the same time, reduce the
repetitive processing workload for the department demanded by
monthly tax returns.

ANNAUL VALUATION BY THE STATE TAX COMMISSION OF CER-

TAIN LAND HE LD BY A C ITY , TOWN OR DISTRICT IN ANOTHER

CITY OR TOWN WHICH HAS A GENERAL REVALUATION OF REAL
PROPERTY

Real estate held by a city, town or district, including the
metropolitan water district, in another city or town for the purpose
of a water supply, watershed, sewage disposal, public airport or other
public purpose is not subject to taxation. The city, town or district
holding such land pays an amount in lieu of taxes upon the average
of the assessed values of the land for the three years preceding the
acquisition thereof. Since much of this land was taken fifty, sixty or
more years ago the assessed valuations thereon arc very low by
present standards.

The problem is compounded by the fact that when such city or
town revalues its property, its tax rate goes down but the assessments
on such land do not correspondingly increase with other assessments
in the community, resulting in an in lieu payment that is substan-
tially decreased. In municipalities in which such land constitutes a
major part of all its real estate, this difficulty poses a serious
deterrent to general revaluation and more realistic assessments.

This propsal seeks to provide that if a city or town in which such
land is located effects a general revaluation ot all its real property for
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purposes of taxation, the valuation of such land shall be determined
by the State Tax Commission as of January 1, between January 1
and June 1, 1975 and each year thereafter so that the reimbursement
with respect to such land remains substantially the same as that made
prior to such revaluation. The present law allows such adjustment to
be made by the State Tax Commission every fifth year rather than
immediately upon any revaluation. The city, town or district owning
such land would continue to have a right of appeal to the Appellate
Tax Board.

6. REVISION OF CERTAIN STATUTES TO CONFORM WITH THt
CHANGE TO FISCAL YEARS BY CITIES AND TOWNS.

The fiscal cycle law changes applicable to cities and towns has
made necessary corrective changes, principally in other parts of the
laws which refer to local tax rates.

Section 1 of this proposal would delete the fourth sentence in
section 57 of chapter 59 of the General Laws which related to local
tax bills. Said sentence was inadvertently allowed to remain in the
section under the amendment to it by section 6 of chapter 52 of the
acts of 1973.

Section 2 clarifies the manner in which the state tax rate is
computed in the reimbursement programs for state and county
owned or used land to insure that the averaging of rates for calendar
and fiscal financial years is accurately set forth.

Section 4 clarifies the appropriate local rate of tax to be used by
urban redevelopment corporations in computing the portion of their
urban renewal excise where such rate is relevant.

7. REVISION OF THE CORPORATE EXCISE UPON FEDERAL SAVINGS
AND LOAN ASSOCIATIONS.

The United Circuit Court of Appeals, First Circuit, in United
States of America, et al v. State Tax Commission, et al, on June 28,
1973, ruled that the deposit measure of the corporation excise
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imposed upon savings institutions was invalid and unenfordble, in
part, as applied to federal savings and loan associations.

The present statute affords a deduction for a bank’s deposits
invested in mortgages of real estate situated in Massachusetts or in a
state contiguous to the commonwealth, and within a radius of fifty
miles of the bank’s main office.

Under existing laws savings banks are limited to a fifty-mile radius
but the federal associations’ out-of-state real estate loan area was
increased by Congress in 1964, from fifty to one hundred miles with
no requirement that the real estate be in a “contiguous” state. The
court held that the fifty-mile limitation thus discriminated against
the federal associations.

This proposal would conform our statutory language to the court’s
decision and allow the federal associations a deduction for mortgage
loans on real estate within the one-hundred mile area. This expansion
of the deduction would make the “grandfather” clause, providing for
the deduction of unpaid loan balances outstanding on March I,
1966, unnecessary and would, therefore, be eliminated.

8. CERTAIN CORRECTIVE CHANGES IN THE TAX LAWS OF THE
COMMONWEALTH ,

Chapter 922 of the acts of 1973, expanded the disclosure
provisions of the various tax statutes to permit the sharing of tax
information with territories, states and political subdivisions on a
reciprocal basis, and authorized the commissioner to participate in
joint audits of tax returns with the federal government and any
territory, state or political subdivision thereof, which has similar
legislation. These provisions were inserted in Chapter 58 of the
General Laws as Sections 48 and 49. The cross references to these
sections in the tax statutes, Chapter 62, 63, 64H, 641 and 65 of the
General Laws, incorrectly referred to said sections as Sections 50 and
51

This proposal would correct this technical error

9. AN ACT INCREASING THE LICENSE FEE OF CIGARETTE RETAIL-
E R S.

This proposed bill would amend section 2 ot chapter 64C by
increasing the cigarette retailers’ license Ice Irom S 2 to SlO, elfective
July 1, 1974.
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Under section 3 of chapter 64C each retailer’s license expires on
June 30 of each even year.

This recommendation is based on the increased cost of administra-
tion and policing of the cigarette excise statute.

As of October 3, 1973 there were 36,938 retailers' licenses which
expire on June 30, 1974.

10. PENALTIES FOR VIOLATIONS OF CERTAIN PROVISIONS OF THI
CIGARETTE EXCISE STATUTE.

It is recommended that the penalties for certain violations of
Chapter 64C, Section 10 and Sections 34 and 35 be increased so that
they constitute felonies rather than misdemeanors.

Bootlegging and hijacking of cigarettes have become a very serious
problem in the administration of the cigarette excise. Increasing the
penalties under Section 10 as to unlicensed unclassified acquirers and
filing false returns and affidavits will act as a deterrent to these
violations. There is a trend in other states to also increase penalties
for violations of their cigarette excise statutes.

It is also recommended that Sections 34 and 35 of Chapter 64C be
amended so that the penalties thereon would constitute felonies
rather than misdemeanors.

It is also recommended that the possession of counterfeited excise
stamps or impressions be prima facie evidence of possession with
intent to sell the same.

Violation of Section 37 have been held to be felonies. Sections 34
and 35, equally serious offences, merit similar penalties so that the
revenue from the cigarette excise may be safeguarded.

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

AND FUELS ACQUIRED OUTSIDE OF AND USED WITHIN THE
COMMONWEALTH.

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

It is felt that proper enforcement of this excise requires the
licensing of each motor vehicle operated by the carrier in the
commonwealth, with a $ 1.00 annual license fee for each vehicle.
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A conspicuous display of the motor vehicle license as prescribed
by the commissioner would encourage compliance with the statute
and make evidence of compliance thereof more easily ascertainable.

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

The requirements for a bond in certain instances would safeguard
the revenue of the commonwealth.

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

12. EXTENSION 01 THE PRESUMPTION OF TAXABILITY UNDER THE
USE TAX LAW WITH RESPECT TO PROPERTY PURCHASED OUT-
SIDE THE COMMONWEALTH.

Section 8(f) of Chapter 641 of the General Laws provides a pre-
sumption that tangible personal property shipped or brought into
the Commonwealth “within six months after its purchase” was pur-
chased for storage, use or other consumption within the Common-
wealth and is, therefore, subject to the use tax.

Difficulty has been experienced in the application of this
presumption, especially in connection with the purchase outside of
Massachusetts of seasonal-use tangible personal property that is
shipped or brought into Massachusetts only after six months of the
date of purchase.

The proposed legislation would extend the presumption of
taxability under the use tax statute from six to twelve months and
thereby bring seasonal property within its provisions.


