
SENATE No. 2231
[Senate, June 22, 2000 - The Senate adopted an order on this date

authorizing the printing of the following report, and directed the Clerk
of the Senate to transmit this report to the Secretary of the
Commonwealth.]

In the Year Two Thousand

Report of the Joint Committee on Taxation
on the Initiative Petition of Argeo Paul Cellucci and Others

For an Act to Roll Back the State Income Tax to Five Percent
hy the Year 2003.

(See H. 4981)

We agree that the Initiative Petition, H. 4981, OUGHT NOT TO
PASS, but we disagree with the reasoning set forth within the
majority report.

Commontocaltti of iflassadnisctts

MINORITY REPORT

This sweeping tax cut for the wealthy will seriously jeopardize
present and future funding of education and health care. The state
simply cannot afford an annual $1.2 billion dollar revenue loss and
maintain its commitment to meeting basic human needs. If we drain
$1.2 billion annually from the state’s general fund, we must make
deep spending cuts in other critical areas of state government. History
shows that in Massachusetts, whenever there has been a budget short-
fall or a looming fiscal crisis, education, health care and local serv-
ices such as road and bridge repairs are the first state services at risk.
The future of education reform is particularly threatened by this mas-
sive revenue loss.

The Legislature has consistently and responsibly returned the
benefits of a strong economy to the people in the form of tax relief.
In the past decade, the Legislature has enacted dozens of tax cuts.
Since 1995, the personal exemption amount has doubled. In 1998, the
legislature created the Tax Reduction Fund and gave taxpayers back
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$2OO million through a one-time increase in exemption amounts. And
last year, the legislature reduced the individual income tax rate from
5.95% to 5.75% in Tax Year 2003. These legislative tax cuts have put
real dollars into the hands of every resident, and have been especially
helpful for low and moderate-income families.

It is just not true that all taxpayers will reap significant benefits
from a tax rate reduction. Taxpayers in the highest income brackets
will save the most money, while low-income working families will
see only a negligible tax benefit. For example, at the 5% tax rate, a
family of four making $25,000 a year might save $187.50. But
someone making $500,000 could save an annual $3,750.00 under this
petition. Clearly, this tax cut is designed to help the wealthy, not the
average wage earner.

Whether the rate reduction is phased-in quickly or more moder-
ately, it still costs too much and benefits too few. Reducing the tax
rate to 5% is a $1.2 billion dollar annual expenditure when it is fully
implemented. During the first four fiscal years of the phased-in rate
reduction, the approximate total cost of this one tax cut is $2.8 billion
dollars. This extensive revenue loss is certain to seriously threaten the
state’s ability to fund education, health care and local aid. Moreover,
the bulk of this annual $1.2 billion dollar tax credit will go to tax-
payers in the upper income brackets. The average taxpayer will
receive very little benefit.

For these reasons and others, we respectfully decline to join in the
majority report.

The undersigned members vote that the Petition ought not to pass
and file their reasoning in this Minority Report.

Senators
Marian Walsh

Edward J. Clancy, Jr.
Robert A. Antonioni
Robert A. Bernstein

David P. Magnan
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