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SENATE No. 1623
By Mr. Tolman, a petition (accompanied by bill, Senate, No. 1623) of

Warren E. Tolman, Marian Walsh, William R. Keating, Mary Jane
Simmons, Daniel F. Keenan, other members of the General Court and
another for legislation relative to the administrative reform of the tax
code ofthe Commonwealth. Taxation.

In the Year One Thousand Nine Hundred and Ninety-Seven

An Act relative to the administrative reform of the state’s tax
CODE.

Be it enacted by the Senate and House of Representatives in General
Courtassembled, and by the authority of the same, asfollows:

1 SECTION 1. Subparagraph (4) of paragraph (a) of said sub sec -

2 tion B of section 3 of chapter 62 of the General Laws, as
3 appearing in the 1992 Official Edition, is hereby amended by
4 striking out in the third to last line, the word “provided” and
5 inserting in place thereof the following: “to the extent”.

1 SECTION 2. Section lof Chapter 628 of the General Laws, as
2 appearing in the 1994 Official Editions is amended by striking out
3 the definition of “Employee” in lines eight through eleven and
4 inserting in place thereof the following new definition:
5 “Employee”, employee as defined in section thirty-four hun-

-6 dred and one (c) of the Internal Revenue Coder except full-time
7 students engaged in seasonal, temporary, or part-time unemploy-
-8 ment whose estimated annual income would not exceed eight
9 thousand dollars.

1 SECTION 3. Section 13 of said Chapter 628, as so appearing,
2 is amended by striking out in line 9 the word “less” and inserting
3 in its place the following: “reduced by the amount which the
4 taxpayer estimates as the credits to which he will be entitled under
5 section six of chapter sixty-two and further reduced by”.
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1 SECTION 4, Subsection (a) of section 14 of said Chapter 628
2 is amended by inserting at the end thereof the following sen-
-3 tence:— For purposes of determining such additions to tax, daily
4 compounding shall not apply during the period of underpayment.

1 SECTION 5. Subsection (d) of section 14 of Chapter 628, as
2 so appearing, is amended by striking out paragraph (i) thereof, and
3 inserting in place thereof the following new paragraph:
4 (i) the tax shown on the return for the taxable year less the
5 amount of the credits allowed by section nine of this chapter and
6 section six of chapter sixty-two is less than two hundred dollars
7 or, if no return is filed, the amount of tax less the amount of the
8 credits allowed by section nine of this chapter and section 6 of
9 chapter sixty-two is less than two hundred dollars.

1 SECTION 6. Section 6 of Chapter 62C of the General Laws, as
2 appearing in the 1992 Official Edition, is hereby amended by
3 adding the following subsection:
4 (d) The commissioner shall by regulation provide for the filing
5 of composite returns by subchapter S corporations and partner-
-6 ships on behalf of nonresident shareholders of subchapter S cor-
-7 porations or partners who meet the following criteria:
8 (1) the shareholder or partner is an individual, an S corporation
9 trust, or the estate or trust of a deceased person;

10 (2) the shareholder or partner is a nonresident for the share-
-11 holder’s or partner’s entire taxable year;
12 (3) the shareholder or partner has no other Massachusetts
13 source income other than income reported on another composite
14 return and, if the shareholder or partner is married filing jointly,
15 the shareholder or partner’s spouse has no other Massachusetts
16 source income other than income reported on another composite
17 return:
18 (4) the shareholder or partner elects to be included in the com-
-19 posite return;
20 (5) the shareholder or partner waives the right to claim any
21 deduction, exemption or credit allowed under chapter sixty-two
22 other than those attributable to the subchapter S corporation or
23 partnership’s business in the commonwealth; and
24 (6) the shareholder or partner meets such other requirements as
25 the commissioner prescribes.
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1 SECTION 7. Section 26 of chapter 62C of the General Laws is
2 hereby amended by inserting at the end thereof the following sub-
-3 section:
4 (j) no tax levied pursuant to chapters sixty-two, sixty-three,
5 sixty-four H or sixty-four I of the General Laws can be assessed
6 more than six years after the date the return was filed or the date
7 on which it was required to be filed, whichever occurs later,
8 except in the case of a false or fraudulent return filed with the
9 intent to evade said tax, or of a failure to file a return with intent

10 to evade said tax.

1 SECTION 8. Section 32 of Chapter 62C of the General Laws,
2 as appearing in the 1994 Official Edition, is hereby amended by
3 adding the following subsection:—
4 (e)(1) Notwithstanding the foregoing, no tax shall be required to
5 be paid or shall be collected involuntarily during the period of
6 time that the taxpayer:
7 (A) has filed with the commissioner a timely application for
8 abatement under section thirty-seven contending that such tax is
9 not due and such application is pending for decision, or

10 (B) has filed a petition with the appellate tax board or the pro-
-11 bate court under section thirty-nine appealing the refusal of the
12 commissioner to abate any such tax and such petition is pending
13 for decision.
14 (2) With respect to any assessment of tax, if only a portion of
15 such tax is in dispute, the provisions of subsection (e) shall apply
16 only to the portion that is in dispute.
17 (3) The amount of tax in dispute shall be required to be paid
18 only after (i) the thirtieth day following the date of a decision with
19 respect to such tax by the appellate tax board or the probate court,
20 (ii) the date of withdrawal of any petition with respect to such tax
21 filed with the appellate tax board or the probate court, (iii) the
22 date on which any right of appeal from a refusal by the commis-
-23 sioner to grant an abatement of such tax expires without any such
24 appeal having been filed, or (iv) the ninetieth day after the date on
25 which such tax is assessed if the taxpayer has not applied to the
26 commissioner for an abatement of the tax; whichever shall first
27 occur. Any tax payment delayed under subsection (e) shall, how-
-28 ever, continue to bear interest as provided in this section. The
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29 penalty provided under subsection (b) of section thirty-three shall
30 apply only during such periods as the portion of the tax disputed
31 is required to be paid and remains unpaid.
32 (4) If the commissioner makes an assessment under section 28
33 or section 29 of this chapter or if at any time determines in accor-
-34 dance with written guidelines that (i) the collection of the tax will
35 be jeopardized by delay, (ii) the past tax return filing or payment
36 history of the taxpayer raises doubt as to the collection of the tax
37 if delayed, or (iii) any application for abatement or petition has
38 been filed primarily to avoid prompt payment of the tax, then this
39 subsection (e) shall not apply.
40 (5) The commissioner may require any taxpayer wishing to
41 delay payment of a tax under this subsection (e) to deposit secu-
-42 rity, in a form satisfactory to the commissioner, equal to the
43 unpaid amount which remains in dispute, including any interest
44 and penalties that have or may accrue, upon determining, in accor-
-45 dance with written guidelines, that such action is necessary to
46 ensure the collection of such liability. Such security may include a
47 surety bond, cash, cash equivalents, a negotiable bond or a letter
48 of credit from a financial institution located and doing business in
49 the commonwealth. Such security shall not be required if the por-
-50 tion of the tax in dispute, excluding interest and penalties that
51 have accrued after assessment, is five thousand dollars or less in
52 the aggregate for all tax periods involved in the dispute; provided,
53 however, that in the case of an assessment made against a partner
54 of a partnership or a shareholder of a subchapter S corporation in
55 connection with the activities of such partnership or subchapter S
56 corporation, the commissioner may require such security if the
57 total of assessments made against all such partners or shareholders
58 in the aggregate for all tax periods exceeds five thousand dollars.
59 If a taxpayer fails to provide security following a written request
60 by the commissioner, the provisions of this subsection (e) shall
61 not apply, and the tax shall be required to be paid within thirty
62 days after the written request for security was made.

1 SECTION 9, Section 37A of said Chapter 62C, as appearing in
2 the 1992 Official Edition, is hereby amended by striking out in
3 lines 1 and 2, the words: “Notwithstanding any other provision of
4 law, prior to a court judgement or decision by the appellate tax
5 board, the” and by inserting in place thereof the word:— The.
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1 SECTION 10. Section 37A of said chapter 62C, as so
2 appearing, is hereby amended by striking out subparagraph (a),
3 and by inserting in place thereof the following:
4 (a) The commissioner finds that there is serious doubt as to the
5 collectibility of the tax due;.

1 SECTION 11. Section 37A of said chapter 62C, as so
2 appearing, is hereby amended by striking out in line 37, the word
3 “case”, and inserting in place thereof, the following words:—
4 matter which is subject of such agreement,.

1 SECTION 12. Said Chapter 62c, as so appearing, is hereby
2 amended by adding after section 378 the following section:—
3 Section 37C. (a) The commissioner may accept a lesser amount
4 than the proposed or assessed tax liability in final and full settle-
-5 ment thereof; provided, however, that the following conditions are
6 met:
7 (1) The commissioner finds that there is significant doubt as to
8 the taxpayer’s liability, taking into account potential hazards of
9 litigation; and

10 (2) The commissioner and the taxpayer agree in writing to the
11 settlement.
12 (b) After the settlement agreement is signed, neither the tax-
-13 payer nor the commissioner shall be permitted to reopen the
14 matter or matters which are the subject of an agreement except by
15 reason of (1) fraud; (2) misrepresentation of a material fact; or (3)
16 mutual mistake of a material fact sufficient to cause a contract to
17 be reformed or set aside.
18 (c) The commissioner may promulgate regulations to carry out
19 the provisions of this section, including the establishment of pro-

-20 cedures for review of settlement agreements.
21 (d) Where, under the provisions of this section, an amount less
22 than the amount of the assessed liability is accepted in final and
23 full settlement of said liability, the commissioner shall abate the
24 excess of such liability over the amount accepted in settlement.
25 (e) Any tax liability settlement under this section which is
26 entered into after the commissioner has denied or is deemed to
27 have denied an application for abatement filed pursuant to section
28 thirty-seven of this chapter and which proposed to abate two hun
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29 dred and fifty thousand dollars or more of the tax, not including
30 interest and penalties, shall be submitted to the attorney general
31 for review. Any such settlement proposal shall take effect twenty-
-32 one days after its receipt by the attorney general, unless the
33 attorney general objects in writing to the settlement. In the event
34 the attorney general objects to the settlement proposal, such settle-
-35 ment shall not take effect until the objection is resolved by the
36 commissioner and the attorney general.
37 (f) The commissioner of revenue shall report to the attorney
38 general each settlement which is described in subsection (e) and
39 which is less than two hundred and fifty thousand dollars. Said
40 report shall include the identity of the taxpayer, the type and
41 amount of the tax and such other information as is necessary to
42 convey the terms of and reasons for each such settlement. Said
43 report is to be prepared on a quarterly basis and submitted to the
44 attorney general no later than forty-five days after the end of each
45 calendar quarter.

1 SECTION 13. Chapter 62C of the General Laws is further
2 amended by inserting after Section 37C the following new
3 section:—
4 Section 37D, The commissioner may, in his discretion, reim-
-5 burse a taxpayer for any amount charged to the taxpayer by a bank
6 or financial institution if the commissioner determines that such
7 charge was the direct result of an error on the part of the depart-
-8 ment of revenue.

1 SECTION 14. Section 40 of said Chapter 62C, as most recently
2 amended by section 396 of chapter 133 of the Acts of 1992, is
3 hereby amended in subparagraph (b) by striking out the word
4 “ninety” in the line 20, and inserting in place thereof the word
5 “forty-five”.

1 SECTION 15. Chapter 638 of the General Laws is hereby
2 amended by adding after Section 3 the following section:—
3 Section 3A. Lower Required Installment Where Annualized
4 Income Installment is Less Than the Amount Determined Under
5 Section (3).
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6 (a) General rule: In the case of any required installment, if the
7 corporation established that the annualized income installment is
8 less than the amount determined under section three of this chapter:
9 (1) The amount of such required installment shall be the annu-

-10 alized income installment, and
11 (2) Any reduction made under this paragraph shall be recap-
-12 tured by increasing the amount of the next required installment
13 determined under subsection (c) of said section three by the
14 amount of such reduction.
15 (b) Annualized Income Installment
16 (1) In general, the annualized income installment is the excess
17 (if any) of:—
18 (A) An amount equal to the applicable percentage of the tax for
19 the taxable year computed by placing on an annualized basis the
20 taxable income:—
21 (i) for the first two months of the taxable year, in the case of the
22 first required installment.
23 (ii) for the first three months of the taxable year, in the case of
24 the second required installment,
25 (Hi) for the first six months of the taxable year, in the case of
26 third required installment,
27 (iv) for the first nine months of the taxable year, in the case of
28 the fourth required installment, over
29 (B) The aggregate amount of any prior required installment for
30 the taxable year.
31 (2) Special rules.
32 (A) For purposes of this section, taxable income is the pre-
-33 apportioned taxable income for the relevant period multiplied by
34 the lesser of the current or prior year apportionment percentage.
35 (B) Taxable income shall be annualized by multiplying the tax-
-36 able income for the number of months required to be used in para-
-37 graph (b)(1)(A) by twelve and then dividing by that number of
38 months.
39 (C) Applicable Percentage:—
40 In the case of the The applicable
41 following installments percentage is:
42 First 36.0
43 Second 58.6
44 Third 81.0
45 Fourth 90.0.
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46 (3) Election for Different Annualization Periods:—
47 (A) If a taxpayer makes an election under this subparagraph:
48 (i) Clause (ii) of subparagraph (A) of paragraph (1) of subsec-
-49 tion (b) shall be applied by substituting four months for three
50 months,
51 (ii) Clause (iii) of subparagraph (A) of paragraph (1) of subsec-
-52 tion (b) shall be applied by substituting seven months for six
53 months, and
54 (iii) Clause (iv) of subparagraph (A) of paragraph (1) of subsec-
-55 tion (b) shall be applied by substituting ten months for nine
56 months.
57 (B) If a taxpayer makes an election under this subparagraph:—
58 (i) Clause (ii) of subparagraph (A) of paragraph (1) of subsec-
-59 tion (b) shall be applied by substituting five months for three
60 months,
61 (ii) Clause (iii) of subparagraph (A) of paragraph (1) of sub-
-62 section (b) shall be applied by substituting eight months for six
63 months, and
64 (iii) Clause (iv) of subparagraph (A) of paragraph (1) of subsec-
-65 tion (b) shall be applied by substituting eleven months for nine
66 months.
67 (C) An election under subparagraph (A) or (B) shall apply to
68 the taxable year for which made and such an election shall be
69 effective only if made on or before the date required for the pay-
-70 ment of the first required installment for such taxable year.

1 SECTION 16. Section 33 of Chapter 64H of the General Laws
2 is hereby amended by deleting the second sentence thereof and
3 replacing it with the following;—
4 Such claim for reimbursement, covering the amount of excise
5 paid on accounts determined to be worthless in the vendor’s prior
6 fiscal year, shall be filed on or before the due date, including
7 extensions, of the federal income tax return (or annual federal
8 filing in the case of an exempt organization) for such prior fiscal
9 year.
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