
HOUSE No. 6794

®fje Commontoealtf) of fflaggacfjutfetts!

E D W A R D  J  K I N G  
G O V E R N O R

T h e  C o m m o n w e a l t h  o f  M a s s a c h u s e t t s
EXECUTIVE D E P A R T M E N T  

S T A T E  H O U S E  •  B O S T O N  0 2 1 3 3

May 12, 1981

To the Honorable Senate and House of Representatives:

Today I am submitting to your Honorable Bodies the 
accompanying legislation entitled "AN ACT MAKING CERTAIN 
TECHNICAL CORRECTIONS IN PROPOSITION TWO AND ONE-HALF, SO-CALLED, 
AND PROVIDING ADDITIONAL REVENUE THROUGH CERTAIN STATE TAX 
CHANGES AND OTHER MEASURES” and a summary of my recommendations 
for reducing state expenditures and providing relief for the 
cities and towns.

Beginning with Proposition 13 in California in 1978, 
and with my own election as Governor, and continuing with 
the national election last fall and the passage of Proposition 
2H in Massachusetts, voters are speaking in terms far broader 
than state spending and local finance.

As a nation and as a state we have reached the- threshold 
of a new attitude toward government: toward the amount of 
government we have and the cost of government; toward our 
expectations that government could and should do everything.

As we move through a period of national renewal and 
sacrifice we must rethink the growth of government's role in 
areas of social responsibility and the resulting loss of 
individual initiative and sense of duty: the decline of 
charity, the decline of productivity, and the erosion of 
family life.

As we grapple with the particular issues raised by 
Proposition 2H, let us not lose sight of the idea that we 
might be on the dawn of the rebirth of American individualism. 
That less government may mean a richer society. That fewer 
government services does not mean the needy will be forgotten.

Remembering that 2*j is only one step in a larger 
transition, it is our obligation to implement it fairly and 
with compassion. We are responsible to make Proposition 2*s 
work with a minimum of disruption; work to improve, not 
detract, from the quality of life of the people of Massachusetts.
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In the six months since the voters declared 2h to be 

the law, our administration has worked diligently, quietly 
and without fanfare, to understand the implementation process. 
Many tried to rush our progress. We consciously and deliberately 
held off for as long as we felt we could do so. This delay 
compelled local governments to make every efficiency and 
economy possible.

We commend the city and town officials who have made 
a good faith effort to implement Proposition 2*5 with a minimum 
of disruption.

Their efforts are now largely completed. It is the time 
for the state to intervene.

We have always intended to assist our cities and towns. 
Cynics may not nave believed when we said in our January 
budget message that:

If an unnecessary activity can be eliminated without 
statutory change, I will do so at once. If it is 
required by statute, I will recommend its repeal. Just 
as it is important to save every dollar possible in the 
management of necessary programs, it is even more 
essential that we spend nothing for unessential activities.
The skeptics scoffed when we said in that January address:

While the executive recommendation is now completed, 
our efforts will not stop. Every economy we can create 
will leave more money available for the cities and towns. 
Potentially large economies such as the state share of 
the $212 million savings through a fixed budget Medicaid 
program and smaller economies found during our sunset 
review can free more money for local aid. Yet every 
efficiency we fail to achieve would mean less than 
maximum assistance to our municipalities.
Let all the unbelievers take note. Today we deliver 

on the January promises that they thought mere rhetoric.
And take note too that even now we are not finished.

If tomorrow, or next August, or next April we find an economy, 
we will make it. Anytime we find an inefficiency, we will 
eliminate it. As long as I remain Governor of the Commonwealth, 
our efforts to control and reduce state expenditures will 
continue.

In addition to the budget reductions, our efforts have 
identified certain technical corrections that need to be made 
to Proposition to ensure its successful implementation; 
several related statutory proposals needed to smooth that 
implementation; and certain modifications that should be 
made to our corporate tax laws.

LEGISLATIVE PROPOSALS

This special message is accompanied by a 26 page, 
36 section bill. A section by section analysis is also attached.
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The bill's provisions fall into three areas: those

clarifying and technical changes to 2 \ itself; those statutory 
changes and management improvements that will assist in the 
proper implementation of the new tax limitation statute; 
and those which modify and modernize certain corporate and 
business tax laws.

A. CLARIFYING AND TECHNICAL CHANGES
The drafting of a law that involves as many complicated 

procedures as Proposition 2*5 is a remarkably difficult assignment. 
Through lack of experience or oversight there are several 
clarifying and technical corrections necessary to ensure the 
full and fair implementation of the new referendum law.

One of the leading priorities of my administration 
has been the revitalization of the Massachusetts economy. 
Initiatives like the Bay State Project, our parking and 
convention facilities programs, our tourism promotion and 
the Massachusetts Industrial Finance Agency have met great 
success in putting people to work.

Our unemployment rate again went down in April. We 
stand 23 percent below the national unemployment level and 
nave the second lowest percentage of unemployed of all the 
industrial states.

The growth in the private sector which is responsible 
for these singular figures must continue. To ensure that 
communities will actively promote that growth, indeed, to 
give them an incentive to do so, we must allow the cities and 
towns that attract new industrial, commercial or residential 
development to take full advantage of the expansion in their 
tax bases. We propose to allow communities to raise their 
levy limits to reflect the values of this economic development.

A second area that must be corrected is the discrimination 
against those communities that were at or below 2*5 in 1979. 
Because of the time lag between the drafting of 2% and its 
approval last November, this provision restricts a number 
of communities to an artificially low limitation percentage.
We propose to treat all communities equally based on their 
final 1981 ratio of full and fair cash value.

Another inequity which must be addressed involves 
situations where extraordinary, non-recurring items were 
included in a community's base year. We propose to give 
2>5 the necessary flexibility by providing for a one time 
administrative redetermination of a community's levy 
limitation to account for the extraordinary circumstances.

For purposes of clarification, we also propose to insert 
the effective dates for implementing 2*5 that have been adopted 
administratively, to correct the caption on the renters income 
tax deduction and specify that it only applies to an individual's 
principal place of residence (and only if the residence is in 
Massachusetts), and to define the property included in the tax 
limitation and the phrase "full and fair cash valuation".

The final technical changes clarify the provisions 
with respect to authorities and entities which assess their 
costs against municipalities. We propose that the cap on
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such assessments be an aggregate cap not an individual 
community by community cap. (Many are apportioned on the 
basis of a user formula, and use may vary by more than a given 
percent in a particular community even if the total assessments 
are below that cap.) We also propose more workable procedures 
vis-a-vis regional fire, water and sewer districts and . 
retirement allowances. Finally, we propose to treat regional 
schools the same as other schools, i.e. they can exceed their 
X>rior year assessment only if the local appropriating authority 
allows it, and only if the total levy limit for the community 
is not exceeded. Approval of two-thirds of the member 
communities will be required to determine a regional school 
budge t.

B. RELATED STATUTES AND MANAGEMENT IMPROVEMENTS
One of the clear mandates of 2>s was for improved management 

of government operations and relief from the onerous burden of 
the property tax. There are a number of alternatives that can 
help communities help themselves.

We propose to authorize municipalities to set municipal 
fees, establish self-insurance pools and adopt a room occupancy 
excise.

The municipal fee provision would allow cities and towns 
to recover the costs of some municipal services in a business-like 
manner and provide fee supported service enterprises.

Local governments taking advantage of the enabling 
provision allowing self-insurance pool agreements can substantially 
reduce the cost of meeting their insurance needs.

And the room occupancy excise provision would allow cities 
and towns, at their option, to impose a 4.3 percent room 
occupancy tax to be collected by the Department of Revenue 
and distributed quarterly. This change, if adopted, would 
result in a 10 percent total room occupancy tax —  still very 
competitive with other states. This provision particularly 
benefits the cities and towns more seriously impacted by 2H 
inasmuch as they contain a higher percentage of the state’s 
hotel and motel rooms.

To ensure communities access to the bond markets, 
and to keep interest rates as reasonable as possible we 
propose to allow communities to apply for inclusion under 
the Qualified Bond Act when borrowing for Emergency Capital 
Repairs. Such inclusion offers bondholders a first priority 
on a community’s state aid distribution. We also propose 
that a community's debt service be separately appropriated 
and not transferred for any other purpose. The security offered 
by these provisions should enhance the credit status of our 
municipalities.

With respect to general municipal operations, we make two 
proposals: one, that the tax cap provision with respect to free
cash be carried over (i.e., it must be used for further tax 
relief unless there is an affirmative vote to save the free 
cash), and that school department budgets in cities be treated 
the same as other departmental budgets (i.e. the mayor may 
make his own recommendation to the city council).
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Finally,we propose the development of two management 
tools: a municipal data bank, and a state-wide computer-assistedappraisal system.

One of the critical problems in developing a response to 
Proposition 2*j has been the difficulty in obtaining accurate 
and correct data regarding municipal revenues and expenditures. 
Information is critical to successful management and the 
Municipal Data Bank can help state and local officials compare, 
contrast and analyze municipal operations and public policy decisions.

The Computer Assisted Mass Appraisal System can provide 
an efficient and accurate process for maintaining full and fair 
cash value assessments in every community. The system would 
save millions of dollars now expended by the cities and towns 
on periodic revaluation contracts.
C. TAX LAW CHANGES

In reviewing our corporate tax laws, we found a number 
of small modifications that we felt were appropriate and which 
would maximize our revenues. Income generated in Massachusetts 
including dividends received should pay its fair corporate tax 
in Massachusetts. Accordingly we will look at the entire activity 
of an affiliated group of corporations rather than the member(s) 
of the group actually doing business in this state. Shifting of 
income is not fair. Taxation on this unitary basis is a growing 
trend throughout the country and one that we should adopt. Present 
capital gains tax provides for a sixty percent exclusion of the 
capital gains phased-in through 1982. We plan to continue to 
encourage capital investment in Massachusetts by allowing an 
additional 5% exclusion in calendar year 1983 which in effect 
will allow a total of 65% capital gains exclusion.

We propose to eliminate the corporate dividend exclusion 
thus including all dividends received by corporations, life 
insurance companies and utility companies as total net income 
subject to taxation.

We would eliminate an antiquated formula used to determine 
the Massachusetts income of utilities. The new apportionment 
formula would be the same as is currently used for business 
corporations.

We seek to apply the business corporation excise to the 
unrelated business income of charitable organizations to the same 
extent such income is taxed federally.

We would raise the minimum tax levied for the privilege 
of doing business as a corporation in Massachusetts from $228 to 
$350. A substantial number of corporate tax returns filed by inactive 
corporations are filed annually.

And we propose to eliminate the wage factor exclusion, the 
urban property tax credit and the urban wage deduction. These programs 
have been largely supplanted by other incentives for job creation.

In recommending these modifications, we do so in the knowledge 
that they are fairly distributed and that they are not counterproductive 
to our future economic development. In keeping with our use of growth 
oriented tax incentives, we also propose to extend the 3 percent 
investment tax credit for an additional five years (it was to be 
automatically reduced to 1 percent beginning in 1983) and to increase 
the exclusion from
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taxation of capital gains to 65 percent beginning in calendar 
1983. This will bring the effective tax rate on these gains 
down to 3.7625 percent. It will also have the added effect 
of providing an even more hospitable climate for our individual 
Citizens by further reducing their overall tax burden.

budget reductions
In the legislative package just described, we perfect 

the implementation process for 2 \ . The corporate tax changes 
will add $20 million in new revenues that can be added to 
local aid. The local option provisions for municipal fees, 
insurance pooling and a room occupancy excise and the technical 
amendments correcting the discrimination against communities 
at or below 2H in 1979 and reversing the anti-growth aspects 
of 2H,provide opportunities for savings and revenue that 
can provide in excess of $30 million in relief to the cities 
and towns.

The major source of increased local aid however, must 
come from cutting state programs and personnel and transferring 
the money saved to the cities and towns.

The budget we filed in January was lean and frugal. It 
was the third consecutive budget we have filed without requesting 
broad new tax increases. Considered one of the most responsible 
state budgets submitted in recent years, it represented a 
conscientious effort to reduce governmental inefficiencies.

Yet even at that, we promised to continue our review 
of programs and policies with the purpose of further controlling 
state spending.

Today I am prepared to recommend a reduction of $206 million 
from the budget recommendation made in H.l. In part to accomplish 
this reduction, I am also recommending the elimination of 3200 
state jobs.

In making these recommendations we recognize that sacrifices 
have to be made at the state as well as the local level if 
Proposition 2% is to be properly implemented. We recognize 
that some city and town officials have virtually reached their 
limit this year in addressing the newly imposed financial 
restraints. And we recognize that Massachusetts must reduce 
property taxes if we are to continue the economic recovery of 
the past two years.

In continuing our unremitting review and efforts to 
reduce state expenditures, we first focused on the state payroll.

In January, 1980, we initiated a hiring freeze so that 
we could reduce state payrolls through attrition.

There were certain constraints. In 1978, the previous 
administration signed into law legislation creating a new 
Department of Social Services. That Department became 
fully operational in July, 1980. That statutory mandate 
required us to add 1200 positions for the new Department.

Also in 1978, the previous administration agreed to 
certain consent decrees in the Department of Mental Health.
These court orders required us to add 1800 new positions 
in the Department of Mental Health.
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Except for the court ordered increases in Mental Health 

and the statutory mandates for the new Department of Social 
Services, our hiring freeze resulted in 3000 fewer state 
funded positions.

In my budget proposal in January, we required a further 
two percent reduction in all personnel accounts, thus eliminating 
another 1000 positions.

As a direct result of our continuing review, I am now 
recommending total fiscal 1982 reductions of 3200 positions.

Together with the hiring freeze, and excepting mandates 
in Mental Health and Social Services, 6200 positions have 
been, or soon will be, eliminated.

The January budget recommendation -also included a ten 
percent cut in all consultant services accounts. We are here 
recommending an additional ten percent reduction in such 
expenditures, and to enforce greater savings, we will issue 
a directive requiring the prior written approval of the 
responsible cabinet secretary before any consultant services 
contract can be entered.

Excluding the Human Services agencies and the Public 
Higher Education accounts (which I will discuss separately) 
the personnel reductions in the 01-02-03 subsidiary's will 
be reduced by $24.6 million below H.l levels. This includes

Constitutional Offices/Ethics Commission .6 m
Administration and Finance 5.2 m
Communities and Development . 5 m
Consumer Affairs 1.9 m
Elder Affairs . 3 m
Energy .2 m
Environmental Affairs 6 .1 m
Manpower Affairs 1 .0 m
Public Safety 4.3 mTransportation and Construction 2.9 m
Judiciary 1.7 m

We have additionally identified $7.9 million in
additional non-personnel reductions from the following
Secretariats:

Communities and Development .4 m
Consumer Affairs .2 m
Elder Affairs 3.0 m
Environmental Affairs . 3 m
Manpower Affairs 2.3 m
Transportation and Construction 1 .6 m

None of these reductions is made easily. Both in
personnel and programs all will require hard work, dedication 
and sacrifice. But they all represent our recognition of the 
continuing need for fiscal restraint, and all can and will be
accomplished without major program disruptions

In addition to the recommendations above , I have been
in contact with the Board of Regents of Higher Education
In the very creation of that Board, we struck a blow for
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reducing administrative overhead as we eliminated the 
Board of Trustees of State Colleges, the Board of Trustees 
of Community Colleges, the Board of Trustees of Higher Education 
and the Office of the Secretary of Education. In keeping with 
their streamlined mandate, the Board of Regents has been 
extremely cooperative and helpful. Through their efforts we 
will recommend a $5 million reduction from the H.l spending levels.

The final area in which we propose cuts, and the area 
which accounts for 45 percent of all state expenditures, is 
Human Services.

Massachusetts has long been among the most generous states 
in the nation, in some areas exceeding our ability to pay.
While firmly committed to the tradition of assisting the ill and 
underprivileged, this administration will not tolerate duplication 
of services, ineffective programs , or fraud.

By centralizing management controls, closing some offices and 
consolidating others, and utilizing computers to check applicants' 
outside income sources, we are achieving significant savings.
Our new policies are also dramatically reducing the welfare 
error rate which plummeted from 24.8 percent in March, 1979 to 
8 percent in the most recent reporting period.

In the Medicaid account —  which totals over half of 
the overall welfare expenditures —  we are proposing a fundamental 
reform —  the fixed budget —  which will eliminate the current 
system's incentives to build in unnecessary costs. This new 
managed health care approach has already produced savings in 
pilot sites in Massachusetts. Recipients and providers are 
both supportive of the program. By implementing fixed budgeting 
statewide, we can expect to reduce Medicaid expenditures by 
20-25 percent, or over $200 million, on an annualized basis.

We have made significant progress toward the implementation 
of the fixed budget plan. After initial meetings with the 
Reagan transition team in January, we submitted the concept 
for federal review on March 6. When Health and Human Services 
Secretary Richard S. Schweiker gave conceptual approval on 
April 6, we submitted our detailed plan later that day. Our 
final addenda to the formal proposal , filed in response to 
questions raised by the federal authorities, was hand carried 
to Washington last Friday, May 8.

We expect to receive full federal approval and the necessary 
waivers in a matter of days.

Our approach to the Medicaid plan has consistently been 
one of confidence, but of proper budgetary restraint. We did 
not include the savings in H.l because there were still many 
questions to be answered. We have made great progress and we 
will continue our efforts to implement the plan as soon as 
possible. At this time we feel secure that we can accomplish 
our goal by April 1, 1982. Accordingly, we recommend here a 
reduction in Medicaid spending of $50 million. Adjusting for 
the federal share of those savings, the net amount available 
for local aid purposes is $23.4 million.

While the Medicaid savings are the largest dollar 
reduction we will recommend in the Human Services accounts, 
there are a number of other economies that must be made. These 
reductions are moderate when compared to the comparable reductions
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being made in Washington and in the cities and towns. They will 
require the consolidation of functions and offices and the 
elimination of duplicative efforts. They will effect staffing 
patterns and provider networks, but we will make every effort to 
continue to better serve our clients within those limited resources. 
The sacrifices we require to adjust our level of expenditures with 
our ability to pay should come at the expense of small inconveniences 
and not at the expense of true human needs.

I am thus recommending a number of budget reductions.
First, a cut of $30 million in the Department of Social 

Services. Improved caseload management practices, elimination 
of duplicate administrative functions, and upgraded monitoring 
of contracted services justify a significant portion of this 
reduction. It is my belief that, with the exception of 
protective day care, in-home and neighborhood day care arrangements 
provide families with the maximum flexibility and freedom of choice 
at less expense to the Commonwealth. By better allocation of our 
child care resources, we can save $17 million in the next 
fiscal year and still maximize the number of women who can enter 
the workforce.

Second, within the current Medicaid program we have 
been able to reduce spending levels such that we will not need 
the $13.2 million deficiency that we anticipated when H.l 
was prepared. We also believe we can achieve $15.1 million 
through savings steps related to counting the assets of Medicaid 
applicants, limiting the optional personal needs supplement, 
increasing Medicare utilization, eliminating the "Medicaid 
Director" in all skilled nursing homes, and more efficient 
drug and eyeglass purchases. The net savings after accounting 
for federal reimbursements would provide $13.2 million for 
additional local aid.

Reductions in personnel and consultant accounts within 
Human Services, parallel to those cuts in other Secretariats, 
will provide a $14 million reduction from the H.l levels.

In the Department of Mental Health, we have identified 
$26.4 million in recommended reductions. It is our firm 
belief that the needs of the mentally ill and mentally retarded 
can be well served wtihout layers of bureaucracy. There has 
been a tremendous growth in spending in this area in recent 
years, in part because of court mandates and in part because 
of our compassionate desire to properly provide an adequate 
system of community based care. Yet the mental health programs 
must also reflect our ability to pay, and the cuts recommended 
here still leave an overall increase for fiscal 1982 over fiscal 1981. 
The Department has the obligation to create the efficiencies that 
will allow it to fully meet its responsibilities at the new 
recommended spending level.

The process of reviewing accounts and recommending 
reductions has been a continuing effort. The backup information 
concerning these suggested budget cuts will be forwarded to 
your Committees on Ways and Means as soon as possible.

We recognize and commend the work of the General Court 
as it too reviews state expenditures. We are confident that 
with the Executive Branch, the House and the Senate working 
independently but cooperatively, there can be no question 
but that significant cuts will be made in state spending.
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For our part, we pledge to continue our efforts to 

identify and implement every possible economy.

THE FEDERAL BUDGET

In reviewing the state budget cuts proposed here, 
we must remember that federal budget cuts and the President's 
tax proposal could greatly alter the state's revenue outlook. 
State revenues have already been reduced by the $51 million 
renters reduction which was part of Proposition 2 \ and the loss 
of $37 million in federal revenue sharing funds. As Washington 
makes its decisions, we may have to absorb some of the federal 
programs and further reduce services that had been federally 
supported.

In the human services area alone we could lose $120 million 
in federal revenues. And the President's program to reduce 
corporate taxes will reduce our own state corporate excise 
tax revenues significantly.

We are confident that our proposals are both sound 
and responsible; that they will provide the tools to successfully 
implement Proposition 2*5. But we must be mindful of the 
uncertainties which face us until final action is take in 
Washington.

RELIEF FOR THE CITIES AND TOWNS

The legislative proposal and budget cuts recommended 
here offer the framework for our response to the cities and 
towns.

The $206 million reduction from my January budget 
recommendation, when adjusted for the federal portion of the 
savings, leaves a net of $158 million to be used for local aid.
An additional $20 million in corporate tax modifications raises 
the available pool to $178 million to be distributed to communities 
and programs.

With this available resource, we do want to carefully 
examine the feasibility of assuming the cost of certain programs 
now being funded by property taxes. One expense we seek to 
assume at the state level is the cost of county jails. While 
leaving control with the sheriffs, this state assumption of 
expenses would relieve cities and towns of some or all of $38 
million in assessed charges. This change would also promote 
the building of much-needed jails.

But whether the pool is utilized to increase cash 
reimbursement, or to reduce county jail assessments, the 
net result is the same: more aid for the municipalities coping with 2*5.
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The municipal revenue loss in Fiscal 1982 will be 
$482 million. When we filed the budget message in January, 
the fiscal 1981 appropriation for aid to cities, towns and 
districts was $1,303,000,000. If we include the $178 million 
provided in this package, the $37.6 million additional local 
aid already provided, the cities and towns will have an additional 
$216 million in Fiscal 1982 over Fiscal 1981.

When we consider, too, the $30 plus million dollars 
our legislative proposal makes available in savings and 
revenue sources, we have more than met the municipalities 
halfway.

In the crisis atmosphere surrounding the implementation 
of Proposition 2 \ , we must take advantage of the opportunities 
for responsible change which now present themselves. Legislative 
support is increasing for periodic and thorough review of each 
agency and program in state government. This continuing "sunset 
review", to which we are so thoroughly committed, assures 
financial and programmatic accountability at a time when every 
puolic dollar spent must be thoroughly justified. This same 
process is being implemented in each and every community.

Proposition 2 \ signals a new era in Massachusetts; a new 
direction in public policy. No longer will government —  at 
any level —  serve as the final solution to the problems 
confronting us. But I am confident that more restrained 
government will serve us better, and more equitably. With 
your support, your fiscal program can be approved and implemented. 
And with your support, we can resize the great potential which 
underlies the passage of Proposition 2%.

EDWARD J. KING 
GOVERNOR
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AGENCY OPERATIONS 
SUMMARY 

(000’s omitted)

Department/ Sec retariat 1980Appropriation 1980Expenses 1981Appropriation
1982KesisedKecommendation

Legislature $ 23,817 $ 24.305 $ 27,058 $ 29,675.0
Judiciary 122,350 126.106 144,939 156,501.7
Executive 7,441 7,746 7,053 6,755.3
Secretary of State 6,101 5,633 6,796 4,922.1
Trea surer 4,846 4,901 4,899 4,866.9
Auditor 5,834 5,581 6,338 7,088.1
Attorney General 8,477 7,891 8,395 8,916.1
Ethics Commission 580 524 580 583.0
Inspector General 440.0

Sub-total $ 179,446 $ 182,687 $ 206,058 $ 219,748.2

Administration & Finance $ 63,167 $ 68,784 $ 72,228 $ 90,584.0
Environmental Affairs 
Communities & Development

96,433 102,470 107,434 110,410.3
Operating 4,374 4,636 8,597 6,583.2
Direct Medical Assistance 25,000 23,213 26,500 14,000.0

Sub-total, C omm. & Dev. $ 29,374 $ 27,849 $ 35,097 $ 20,583.2
Human Services:

Operating Expenses $ 842,478 $ 849,504 $ 951,857 $ 992.008.0
Direct Medical Assistance 1,542,238 1,525,971 1,675,675 1,700,041.1

Sub-total $2,384,716 $2,375,475 $2,627,532 $2,692,049.1

Transp. & Construction $ 92,542 $ 93,571 $ 91,921 $ 88,113.8
Education 359,164 401,530 376,184 368.484.0
Public Safety 58,331 58,099 58,879 57,375.9
Manpower Affairs 14,333 13,992 11.850 17,695.6
Elder Affairs 49,029 41,093 56,580 70,200.1
Consumer Affairs 17,915 18.182 17.329 15.592.5
Energy Resources 42 1,390 1,985.3

Sub-total, Exec. Offices $3,165,004 $3,201,087 $3,456,424 $3,533,073.8
Total, All Agencies* $3,344,450 $3,383,774 $3,662,482 $3,752,832.0

‘ Restatement of Total: 
Operating Expenses 
Direct/Medical Assistance

$1,777,212 $1,834,590 $1,960,307 $2,038,791.0
1,567,238 1,549,184 1,702,175 1,714,041.0

Total, All Agencies $.3,344,450 $3,383,774 $3,662,482 $3,752,832.0
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PERSONNEL REDUCTIONS 
CONSULTANT REDUCTIONS 
OTHER AGENCY REDUCTIONS 
EDUCATION REDUCTIONS 
HUMAN SERVICES REDUCTIONS
GROSS REDUCTIONS FROM H.l
NET REDUCTION AVAILABLE FOR REDISTRIBUTION CORPORATE TAX REVISIONS
AVAILABLE FOR LOCAL AID DISTRIBUTION OR 

STATE ASSUMPTION OF COUNTY JAIL 
ASSESSMENTS

INCREASED LOCAL DISTRIBUTION IN H.l OVER FY 1981

22,722,194
1,938,548
7,914,454
5,000,000168,540,870

206,116,066
157,975,196

2 0 , 0 0 0 , 0 0 0

177,975,196

37,600,000

TOTAL RECOMMENDATION INCREASE IN LOCAL AID 
DISTRIBUTION OVER JULY, 1980 CHERRY SHEETS

REVENUE AND SAVINGS AVAILABLE TO THE CITIES 
AND TOWNS (MUNICIPAL FEES, ROOM OCCUPANCY 
EXCISE, INSURANCE POOLING, CORRECTING 
1979 LEVY DISCRIMINATION, ALLOWING NEW CONSTRUCTION GROWTH)

TOTAL RELIEF AVAILABLE TO MUNICIPALITIES 
FROM THE 2»s REVENUE LOSS

215,575,196

30,000,000^-

245,575,196 +

OTHER FY 1982 INCREASES 
IN PAYMENTS ON BEHALF 
OF CITIES AND TOWNS

51,200,000
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In the Year One Thousand Nine Hundred and Eighty-One.

A n A c t  m a k in g  c e r t a in  t e c h n ic a l  c o r r e c t io n s  in  p r o p o sit io n
TWO AND ONE-HALF, SO-CALLED, AND PROVIDING ADDITIONAL REVE
NUE THROUGH CERTAIN STATE TAX CHANGES A ND OTHER MEASURES. B

1 Whereas, The deferred operation of this act would tend to defeat
2 its purpose, which is to provide for the orderly implementation of
3 Proposition Two and One-Half, so-called, and to provide additional
4 revenue, therefore, it is hereby declared to be an emergency law,
5 necessary for the immediate preservation of the public convenience.

Be it enacted by the Senate and House o f Representatives in Generai 
Court assembled, and by the authority o f the same, as follows:
1 SECTION 1. Section 4A of chapter 40 of the General Laws, as most
2 recently amended by chapter 344 of the acts of 1975, is hereby fur-
3 ther amended by adding after the second paragraph the following
4 two paragraphs:-
5 Any governmental unit may enter into an agreement with one or
6 more other governmental units to provide or effect any insurance
7 which any governmental unit is authorized to obtain. Such agreements
8 may provide for obtaining or effecting insurance by self-insurance,
9 obtaining or effecting insurance from any insurer authorized to

10 transact an insurance business in the commonwealth, by insurance I
11 secured in accordance with any other method provided by law or by
12 any combination of obtaining or effecting insurance authorized in 
^  this section. Agreements made pursuant to this section may provide
14 for pooling of self-insurance reserves, risks, claims or losses
15 among governmental units; shall provide for administration of any
16 such self-insurance pool and may provide for a different method
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17 of termination than otherwise set forth in this section. The 
IX pooling of self-insurance reserves, risks, claims or losses among
19 governmental units and other matters authorized by this section
20 shall not be construed to be a contract of insurance under
21 section three of chapter one hundred and seventy-five, nor shall
22 it otherwise be subject to the provisions of the laws of the
23 commonwealth regulating insurance of insurance companies. Any
24 self-insurance or agreement for pooling or self-insurance re-
25 serves, risks, claims, losses or other matters among governmental
26 units may be funded by appropriations to establish or maintain
27 reserves for self-insurance purposes. Two or more governmental
28 units may also be insured under a master policy or contracts of
29 insurance. Annually, the administrator of any joint agreement
30 shall file with the director of accounts a certified audited
31 financial statement including a review of its operation and
32 general condition and including an unqualified opinion from an
33 actuary indicating that the reserves set aside are adequate in
34 keeping with generally accepted insurance accounting standards.
35 The director of accounts in reviewing the statement may call upon
36 the commissioner of insurance for technical consultation and the
37 commissioner shall respond with appropriate technical assistance.
38 Whenever the director of accounts shall find evidence of poor
39 practices based upon generally accepted insurance accounting
40 standards, he shall bring such matters to the attention of the
41 chief executive and governing body of the municipalities involved.

42 Any agreement between one or more governmental units in ac-
43 cordance with this section relating to obligations of said govern-
44 mental units under sections sixty-nine to seventy-five, inclusive,
45 of chapter one hundred and fifty-two, other than an agreement
46 providing for insurance with an insurer authorized to transact
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47 insurance within the commonwealth or as a licensed self-insurer
48 under section twenty-five A ( 2 ) , shall be in writing and filed
49 with the supervisor of workmen's compensation agents.

1 SECTION 2. Chapter 40 of the General Laws is hereby amended
2 by inserting after section 32B the following section:-
3 Section 32C. Notwithstanding any other law to the contrary,
4 a city or town shall determine the amount to be charged by such
5 city or town for each service of any kind performed or any goods
6 provided by any municipal personnel or agency which is primarily
7 for the benefit of any individual person, corporation or other 
X private entity; for each use for private purposes or gain of
9 municipal-owned buildings, houses, facilities and equipment;

10 and for any other service, registration, regulation, license,
11 fee, permit or other public function provided. Such fees or
12 charges which shall not, in any case, exceed the total cost
13 of providing such goods, service or use shall be established
14 from time to time by the city council with the approval of the
15 mayor in cities and by the town council
16 or board of selectmen in towns.

1 SECTION 3. Section 8 of chapter 44 of the General Laws is
2 hereby amended by inserting the following clause:-
3 (9A) For such emergency repairs to public buildings, struc-
4 tures, highways ,bridges or other public works as shall be
5 approved by the emergency finance board established under
6 chapter forty-nine of the acts of nineteen hundred and thirty-
7 three. As used herein, "emergency" means a sudden, unavoidable
8 event or series of events which could not reasonably have been
9 foreseen or anticipated at the time of submission of the annual
10 budget for approval. The notes or bonds issued under this clause
11 shall be subject to the provisions of chapter forty-four A.
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1 SECTION 4. Section 43 of said chapter 44, as amended by chapter
2 276 of the acts of 1951, is hereby further amended by adding the
3 following paragraph:-
4 In the exercise of his powers under this section and section
5 thirty-eight and pursuant to the powers of the commissioner of
6 revenue under section forty-three A to adopt regulations to carry
7 out the purposes of the municipal data bank, the director is
8 authorized to use such accounting principles, whether cash, accrual
9 or otherwise, as in his judgment will best promote the presentation

10 of financial data in s manner designed to maximize the utility of
11 the data in the prudent management of the affairs of local govern-
12 mental units and in the disclosure of facts to the public generally.

1 SECTION 5. Said chapter 44 is hereby further amended by inserting
2 after section 43 the following section:-
3 Section 43A. There is hereby established in the division of local
4 services of the department of revenue a municipal data bank, here- 
5 inafter called the "bank". The purpose of the bank shall be to
6 receive, compile and make readily available in a timely manner
7 financial and other data relating directly or indirectly to cities,
8 towns, counties, regional school districts and other regional
9 and local districts, hereinafter call "local governmental units",

10 so as to facilitate the prudent management of local affairs and
11 to assist in evaluating, comparing and projecting budgets and the
12 financial condition of local governmental units.
13 The commissioner of revenue may adopt regulations to carry
14 out the purposes of the bank, including regulations requiring
15 local government units to file financial and other data and
16 reports; requiring other governmental agencies of less than
17 statewide jurisdiction to report such information in their
18 possession which relates to the financial condition or standing
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19 of local governmental units; and prescribing the form in which
20 reports, data and information shall be made and filed with the
21 commissioner.
22 The commissioner may also obtain data or information from
23 any other source which may relate to the financial condition
24 or standing of local governmental units or to the other pur-
25 poses of the bank. The bank shall compile all information and
26 data obtained from all sources, make the same available for
27 public inspection in such form as the said commissioner may de-
28 termine and shall make copies available upon payment of such
29 reasonable charges as the said commissioner shall determine.

1 SECTION 6 . Chapter 58 of the General Laws is hereby amended
2 by inserting after section 3 the following section:-
3 Section 3A. The commissioner shall design, develop and implement
4 a uniform, statewide computer - assisted appraisal system for the
5 purpose of assisting assessors in valuing property for taxation
6 under the provisions of chapter fifty-nine and for the purpose of
7 monitoring assessment practices of assessors generally. The
8 commissioner may contract with private firms or individuals for
9 the design, development and implementation of such a system, and

10 the costs thereof shall be incurred by the commonwealth.
11 Any city, by a majority vote of its council and approval
12 of the mayor, or any town, by a majority vote of its town
13 meeting or town council, may petition the commissioner for the 
(4 implementation of such appraisal system in such city or town.
15 The commissioner, upon receipt of such petition, shall, as soon
16 as practicable, cause such appraisal system to be so implemented.
17 The expenses incurred by the commonwealth in the implementation
18 and maintenance of such appraisal system in such city of town
19 shall be borne by such city or town and shall be deducted under
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20 the provisions of section twenty A of this chapter from any amount
21 distributable or payable to such city or town.

1 SECTION 7. Chapter 59 of the General Laws is hereby amended
2 by striking out section 20A, as inserted by section 12 of chapter
3 580 of the acts of 1980, and inserting in place thereof the
4 following section
5 Section 20A. No county, district, public authority or other
6 governmental entity authorized by law to assess costs, charges
7 or fees upon cities or towns may increase the total of such
8 costs, charges or fees assessable upon cities and towns in any
9 fiscal year by more than four per cent over the total of such

10 costs, charges or fees assessed for the preceding fiscal year.
11 The foregoing shall not apply to regional school districts, or
12 to any county, district or local retirement board or entity with
13 respect to retirement allowances it is obligated to pay.
14 No city, town, county, district, public authority or other
15 governmental entity shall make any charge or impose any fee for
16 goods provided or services rendered in excess of the cost of
17 furnishing such goods or providing such services.

1 SECTION 8. Said chapter 59 is hereby further amended by
2 striking out section 21C, as added by section 1 of chapter 580
3 of the acts of 1980, and inserting in place thereof the following
4 section:-
5 Section 21C. (a) The total taxes assessed under any provision
Oof this chapter by the commonwealth or by any city, town, county,
7 district, authority or other governmental entity upon real estate 
if and personal property as defined in this chapter shall not, in
9 any fiscal year, exceed two and one-half percent of the full and

10 fair cash valuation thereof.
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Ij lb) Notwithstanding the provisions of subsection
12 (a), if in any city or town the total taxes assessed upon real 
p,estate and personal property as defined in this chapter shall
14 exceed two and one-half percent of the full and fair cash val-
15 uation thereof for the fiscal year ended June thirtieth, nineteen
I(, hundred and eighty-one, the total taxes so assessed shall be reduced 
17 annually by not less than fifteen percent or such lower percent as 
IK may be then remaining of such total for each successive fiscal year
19 until the total taxes so assessed shall not exceed the said two and
20 one-half percent.
21 (c) Notwithstanding the provisions of subsections
22 (a) and (b) , the total taxes assessed by the commonwealth or by any 
21 city, town, county, district, authority or other governmental entity
24 upon real estate and personal property as defined in this chapter
25 shall not, in any fiscal year, with respect to any city or town,
26 exceed the total taxes so assessed in the preceding fiscal year
27 by more than two and one-half percent.
28 (d) The provisions of subsections (a) and
29 (b) shall not apply to regional fire, water and sewer districts.
30 The provisions o f  subsections (a), (b) and (c) shall not apply
31 to any county, district or local retirement board or entity with
32 respect to retirement allowances it is obligated to pay.
33 (e) Notwithstanding the provisions of this
34 section, the total taxes assessed under this chapter upon the
35 following, subject to certification of the commissioner, shall
36 not be subject to the limitations imposed by this sectior-
37 (1) the increased full and fair cash valuation of real estate
38 resulting from the construction of new and additional residential
39 housing units; and (2) the increased full and fair cash val-
40 uation of real estate resulting from the development and con-
41 struction of additional industrial and commercial property values
42 in such city or town.
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43 (f) When used in this section the following
44 terms shall, unless the context indicates otherwise, have the
45 following meanings:-
46 (1) "Real estate and personal property as defined in this
47 chapter", the aggregate of all property, real and personal,
4Xsituated within the commonwealth, and all personal property
49 of the inhabitants of the commonwealth wherever situated,
50 subject to taxation under this chapter.
51 (2) "Full and fair cash valuation", the fair cash value of all
52 real estate and personal property as defined in this chapter, as
53 certified by the commissioner, or, if no certification has been
54 made, as last reported by the commissioner to the general court
55 under section ten C of chapter fifty-eight or as updated by the
56 commissioner for any intervening period by an appropriate state-
57 wide factor.
58 (<jj Notwithstanding the provisions of subsections (a) and (b) ,
59 the total taxes assessed by the commonwealth or by any city, town,
60 county, district, authority or other governmental entity upon real
61 estate and personal property as defined in this chapter shall not,
62 in any fiscal year, with respect to any city or town, exceed the
63 total taxes so assessed in the preceding fiscal year by more than
64 two and one-half percent unless, at a biennial general election or
65 at a general election which shall be called by the general court
66 for the first Tuesday after the first Monday in November in a year
67 in which a biennial general election is not held, not less than 
6X two-thirds of the persons voting on the question shall vote "Yes"
69 to the following question:
70 Shall the total taxes assessed on real estate and personal
71 property with respect to this city (or town) in the fiscal year
72 _______________________  be increased by_______________ percent of
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fiscal7.1 the total taxes so assessed in the preceding^year rather than by 

74 the present two and one-half percent limit on such increase?

76 (h) If the legislative body of any city or town shall so vote,
77 or if the people by local initiative procedure shall so require,
78 there shall appear on the ballot for such city or town at a biennial
79 general election or at an election which shall be called for the
80 first Tuesday after the first Monday in November in a year in which
81 a biennial election is not held, the following question:
82 Shall the present (two and one-half percent or such other
83 percent as shall be in effect pursuant to this section) limit on
84 the assessment of real estate and personal property taxes with respect
85 to this city or town be decreased to__________________ percent for the
86 fiscal year________________ ?

88 If a majority of the persons voting on the question shall
89 vote "Yes" the limit on total taxes assessed as set forth in
90 subsection (a) shall be decreased to the percentage so voted
91 for that fiscal year.

1 SECTION 9. Said chapter 59 is hereby further amended by adding
2 after section 21C the following section:-
3 Section 2ID, The commissioner shall calculate the limits
4 applicable pursuant to sections twenty A and twenty-one C of
5 this chapter. In calculating such limits, the commissioner may
6 require the presentation of such books, records or other infor-
7 mation by any official of the commonwealth, city, town or district,
8 county, governing body or regional governmental unit as he deems
9 necessary. He shall certify the amount of each limit to the 

!0 appropriate governing body or local appropriating authority.

75
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12 The commissioner may under written guidelines issued by him
13 and upon written application of any local appropriating authority
14 or upon his initiative, adjust a levy limit under section twenty-
15 one C to the extent that one or more extraordinary, non-recurring 
I f ,  transactions or events increased or reduced the levy of the base
17 year; provided that the commissioner finds that an adjusted limit
18 would more properly reflect the normal levy level for such local ap
propriating authority. The decision of the commissioner and the
20 reasons therefor shall be explained in writing, and a copy thereof
21 shall be transmitted to the local appropriating authority. If
22 such limit is increased or decreased hereunder, the commissioner
23 shall redetermine the limit accordingly and shall forthwith certify
24 such adjusted limit to the proper local appropriating authority.
25 No tax rate shall be fixed in any city or town until such rate
26 has been approved by the commissioner. The commissioner shall
27 not approve a rate for any city or town which would allow the
28 amount of property taxes levied to exceed the limit or adjusted
29 liniit determined by the commissioner.

I SECTION 10. Said chapter 59 is hereby further amended by in- 
2 serting after section 21D the following section:-
3 gg-ghj.00 21E- In a city, town or district which levies directly
4 a property tax, any free cash certified by the director of account
5 at the beginning of the preceding fiscal year and not otherwise
6 appropriated shall be used as a continuing appropriation for the
7 purpose of reducing the property tax levy for the next succeeding
8 fiscal year; provided, however, that a specified amount of said
9 free cash may be exempted from the provisions of this section

10 by a two-thirds vote of the local apprpriating authority. If
11 such approval is not so voted, then all free cash shall be used
12 as a continuing appropriation for the purpose of reducing the
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13 property tax levy. As used herein, "local appropriating authority"
14 means in a town, the town meeting; in a city, the council with the
15 mayor's approval when required by law; and in a municipality having
16 a town council form of government, the town council; and in a district,
17 the district meeting.

1 SECTION 11. Subsection (c) of section 2 of chapter 62 of the
2 General Laws is hereby amended by striking out paragraph (3), as
3 appearing in section 2 of chapter 409 of the acts of 1979, and
4 inserting in place thereof the following paragraph:-
5 (3) a deduction equal to sixty-five percent of the net capital
6 gain for the year.

1 SECTION 12. Section 22B of chapter 63 of the General Laws, as
2 inserted by section 28 of chapter 816 of the acts of 1977, is
3 hereby amended by striking out subsection (3) and inserting in
4 place thereof the following subsection:-
5 (3) Net investment income shall be adjusted as follows:
6 Dividends, whether considered deemed or actual distributions,
7 included therein shall not be deducted; provided, however, that 
g actual distributions out of previously taxed income from a DISC 
9 which is not a wholly-owned DISC shall be deducted.

1 SECTION 13.Section 30 of said chapter 63 is hereby amended
2 by striking out paragraphs 1 and 2 , as most recently amended by
3 section 45 of chapter 684 of the acts of 1975 and inserting in
4 place thereof the following paragraphs:-
5 1."Domestic corporation", every corporation organized under
6 or subject to chapter one hundred and fifty-six, chapter one
7 hundred and fifty-six A, chapter one hundred and fifty-six B
X or chapter one hundred and eighty which has privileges, powers, 
9 rights or immunities not possessed by individuals or partner-

10 ships; provided, however, that said term shall not apply to a
11 corporation organized under the provisions of section ten of
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12 chapter one hundred and fifty-seven, a domestic manufacturing
13 corporation as defined in section thirty-eight or a corporation 
I4exempt from taxation under the provisions of section five hundred 
l̂ ar.d one and section five hundred and eleven of the Federal Internal
16 Revenue Code, as amended and in effect for the taxable year.
17 2. "Foreign corporation", every corporation, association or
18 organization established, organized or chartered under laws
19 other than those of the commonwealth, for purposes for which
20 domestic corporations may be organized under chapter one hundred
21 and fifty-six, chapter one hundred and fifty-six A, chapter one
22 hundred and fifty-six B or chapter one hundred and eighty which
23 has privileges, powers, rights or immunities not possessed by
24 individuals or partnerhips; provided, however, that said term
25 shall not apply to a corporation, association or organization 
26without capital stock as is subject to taxation under section
27 eighteen of chapter one hundred and fifty-seven, tc a foreign
28 manufacturing corporation as defined in section forty-two B 
29of to such corporation, association or organization as is 
30exempt from taxation under the provisions of section five
31 hundred and one and section five hundred and eleven of the 
32Federal Internal Revenue Code, as amended and in effect for 
33the taxable year.

1 SECTION 14 Section 30 of said chapter 63, as so amended, is
2 herby further amended by adding at the end thereof the
3 following paragraph:-
4 16. The gross income and net income of a corporation,
5 association or organization subject to taxation under the
6 provisions of five hundred and eleven of the Federal Internal
7 Revenue Code, as amended and in effect for the taxable year,
8 should be determined under the provisions of section five
9 hundred and twelve of said Code, computed with the modifications 
10 provided in paragraph 5.
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1 SECTION I5 . Section 32 of said chapter 63
2 is hereby amended by striking out subsections (a) and (b) , as
3 most recently amended by sections 47 and 48 of chapter 684 of
4 the acts of 1975, and inserting in place thereof the following
5 subsections:-
6 (a) An amount equal to the sum of:-
7 (1) Two dollars and sixty cents per thousand upon the 
Kvalue of -
i) (i) its tangible property as determined to be taxable
10 under paragraph 7 of section thirty if a tangible property
11 corporation, or
12 (ii) its net worth as determined to be taxable under
13 paragraph 8 of section thirty if an intangible property
14 corporation; and
15 (2) Nine and one-half percent of its net income determined
16 to be taxable in accordance with the provisions of this chapter.
17 (b) Three hundred and fifty dollars.

1 SECTION 16. Subsection (a) of section 38 of said chapter 63 
2is hereby amended by striking out clause (1), as appearing in 
3section 1 of chapter 722 of the acts of 1974, and inserting in 
4place thereof the following clause:-
5 (1) Dividends, whether considered deemed or actual distri-
ftbutions, included therein shall not be deducted; provided,
7however, that actual distributions out of previously taxed 
sincome from a DISC which is not a wholly-owned DISC shall 
9be deducted.

I SECTION 17. Subsection (e) of section 38 of said chapter
263, as most recently amended by section 1 of chapter 752 of
3 the acts of 1973, is hereby further amended by striking out
4 the second, third and fourth paragraphs.
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I SECTION 18. Section 38 of said chapter 63, as most recently 
2amended by section 1 of chapter 530 of the acts of 1978, is hereby 
3 further amended by striking out subsection (i_) and inserting in 
4place thereof the following subsections-
5 (i) If the apportionment provisions of this section are not
6 reasonably adapted to approximate the net income derived from
7 business carried on within this commonwealth by any type of 
((industry group, the commissioner may, by regulation, adopt alter
native apportionment provisions to be applied to such an industry 
lygroup in lieu of the foregoing provisions.

I SECTION 19. Said chapter 63 is hereby further amended by 
2striking out section 42, as most recently amended by section 1
3 of chapter 599 of the acts of 1969, and inserting in place
4 thereof the following sections-
5 Section 42. If the apportionment provisions of this chapter
6 do not fairly represent the extent of the activity in this common- 
7wealth of any corporation subject to taxation under this chapter, 
«such corporation may petition for, or the commissioner may re- 
9 quire, in respect of all or any part of the corporation's business 

10activity, if reasonable:
11 (1) separate accounting,
12 (2) exclusion of any one or more factors,
13 (3) inclusion of one or more additional factors which will
14 fairly represent the corporation's business activities in thi3
15 commonwealth, or
16 (4) employment of any other method to effectuate an equitable
17 apportionment of the corporation's income.
IS Under clause (4) of this subsection, the income of the
19 corporation may be determined by apportioning the combined income
20 the unitary business group of which the corporation is a member 
2 | pursuant to regulations issued by the commissioner; provided, how-
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22 ever, that any such unitary business group shall only include
23 corporations required to file an income tax return with or be in-
24 eluded in a report of income filed with the United States govern-
25 ment under the provisions of Federal law.

I SECTION 20. Section 38B of said chapter 63, as appearing 
2in section 51 of chapter 684 of the acts of 1975, is hereby 
3amended by striking out, in subsections (a) and (b), the words 
4"two hundred and twenty-eight dollars" and inserting in place
5 thereof, in each instance, the words:- three hundred and fifty
6 dollars.

1 SECTION 21. Said chapter sixty-three is hereby further
2 amended by striking out sections thirty-eight E and thirty-
3 eight F .

1 SECTION 22. Section 39 of said chapter 63 is hereby amended
2 by striking out subsections (a) and (b), as most recently amended
3 by sections 52 and 53 of chapter 684 of the acts of 1975, and
4 inserting in place thereof the following subsections:-
5 (a) An amount equal to the sum of:-
6 (1) Two dollars and sixty cents per thousand upon the value of-

(dL) its tangible property as determined to be taxable
8 under paragraph 7 of section thirty if a tangible property
9 corporation, or

10 (ii) its net worth as determined to be taxable under
11 paragraph 9 of section thirty if an intangible property
12 corporation: and
13 (2) Nine and one-half percent of its net income determined
14 to be taxable in accordance with the provisions of this chapter.
15 (b) Three hundred and fifty dollars.

SECTION 23. Paragraph (b) of subdivision (1) of section 
52A of said chapter 63, as most recently amended by section 37 
of chapter 555 of the acts of 1971, is hereby amended by striking
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16our the first sentence and inserting in place thereof the follow- 
17 ing sentence:- “Net income" means the gross income from all 
IXsources, without exclusion, for the taxable year, less the deduc- 
l9tions, but not credits, allowable under the provisions of the 
20Federal Internal Revenue Code, as amended and in effect for the 
21 taxable year.

1 SECTION 24. Section 52A of said chapter 63 is hereby further 
2amended by striking out subdivision (3), as appearing in section 1 
3of chapter 641 of the acts of 1951, and inserting in place thereof 
4the following subdivision:-
5 (3) The portion of net income derived from business carried
6on within the commonwealth by a corporation subject to tax under 
7this section shall be determined under the provisions of sections 
8thirty-eight and forty-two of this chapter.

1 SECTION 25. Chapter 64G of the General Laws is hereby amended 
2by striking out section 3, as appearing in section 25 of chapter 
314 of the acts of 1966, and inserting in place thereof the follow- 
ling section:-
5 Section 3. An excise is hereby imposed upon the transfer of 
6 occupancy of any room or rooms in a hotel, lodging house, or 
7motel in this commonwealth by any operator at the rate of five
8 and seven-tenths percent, or ten percent if an additional room
9 occupancy excise is enacted by the city or town where such hotel,

10 lodging house or motel is located, of the total amount of rent
11 for each occupancy. No excise shall be imposed if the total 
•^amount of rent is less than two dollars per day of its equivalent.
13 A city or town may, at its option, enact an additional room
14 occupancy excise of four and three-tenths percent upon the trans- 
I5fer of any room occupancy in a hotel, lodging house or motel
16 located in such city of town. For administrative purposes and
17 convenience, the two excises shall be treated as one by the 
IX commissioner.
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1 SECTION 26 .Said chapter 64G is hereby further amended by 
2adding the following section:-
3 Section 12. All sums received under this chapter as excise,
4interest, fees, penalties or forfeitures and fines shall be 
5paid into the treasury of the commonwealth and credited to 
6the General Fund except that the portion of such sums which 
7 represents an additional local excise shall be credited to 
8 a separate account for the benefit of the city or town which 
91evied such excise. All funds credited to the account of a 

10city or town shall be paid by the state tresurer to such city 
Iior town at the end of each calendar quarter.

1 SECTION 27 Section 34 of chapter 71 of the General Laws, as
2 most recently amended by section 7 of chapter 580 of the acts
3 of 1980, is hereby further amended by adding at the end thereof
4 the following sentence:- With respect to cities, such appro-
5 priation shall conform to the provisions of section thirty-
6 two of chapter forty-four.

1 SECTION 28 Section eighteen of chapter five hundred and
2 forty-six of the acts of nineteen hundred and sixty-nine shall 
3not apply to taxes levied under sections thirty to fifty-one,
4inclusive, of chapter sixty-three of the General Laws for taxable 
5years ending on or after December thirty-first, nineteen hundred 
6 and eighty-one.

1 SECTION 29 Section twenty-two of chapter five hundred and
2 forty-six of the acts of nineteen hundred and sixty-nine is 
3hereby repealed with respect to any taxable occupancy, as
4defined in chanter sixty-four G of the General Laws, existing 
5on or after June first, nineteen hundred and eighty-one regard- 
6 less of the fact that transfer of occupancy took place prior 
7to said June first.
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1 SECTION 30. Section II of chapter 752 of the acts of 1973,
2as amended by section 2 of chapter 919 of the acts of 1977, is 
^hereby further amended by striking out, in line 6 , the word 
4"eighty-two" and inserting in place thereof the word:- eighty- 
5seven.

1 SECTI0N31. Chapter 580 of the acts of 1980 is hereby amended
2 by striking out section 11 and inserting in place thereof the
3 following section:-
4 SECTION 11 Section 3 of chapter 62 of the General Laws, as
5 most recently amended by section 6 of chapter 409 of the acts
6 of 1979, is hereby further amended by adding after subparagraph 
7(8) of paragraph (a) of subsection B the following paragraph:-
8 (9) In the case of an individual who rents his principal
9 place of residence and such residence is located in the cammon- 
Ulwealth, an amount equal to fifty percent of such rent.

I SECTION 32. Chapter 580 of the acts of 1980 is hereby amended 
2by striking out section 6 and inserting in place thereof the 
3following section:-
4 SECTION 6 . Section 16B of chapter 71 of the General Laws 
5is hereby amended by striking out the first paragraph, as most 
6recently amended by chapter 823 of the acts of 1977, and in- 
7serting in place thereof the following paragraph:-
8 The regional school district conasittee shall annually determine 
9the total amount to maintain and operate the district school of 
lOschools during the next fiscal year, and amounts required for 
11payment of debt and interest incurred by the district which will 
12be due in the said year. The regional district school committee 
13shall determine the amounts necessary to be raised, after de- 
I4ducting the amount of aid such district is to receive pursuant 
15 to section sixteen D and shall apportion the amount so determined
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16 among the several towns in accordance with the terms of the
17 agreement. The amounts so apportioned for each town shall be 
li< certified by the regional school district treasurer to the 
19 treasurers of the several towns within thirty days from the 
2() date on which the annual budget is adopted by the regional
21 district school committee. The regional school district
22 treasuer shall include in the certification to each town a 
21 statement setting forth the amount which the district is to
24 receive under said section sixteen D for the ensuing fiscal
25 year and the proportionate share of such aid for such town.
26 The annual regional school district budget shall require the
27 approval of two-thirds of the local appropriating authorities 
2b of the several towns. As used herein, "local appropriating
29 authority" means the town meeting or council in a town and
30 the council with the mayor's approval in a city.

1 SECTION 33 ̂ Chapter 580 of the acts of 1980 is hereby further
2 amended by adding the following section:-
3 SECTION 14. Sections one, two, five to eight, inclusive, ten
4 and twelve shall apply to fiscal years commencing on or after
5 July first, nineteen hundred and eighty-one. Section nine 
f> shall apply to taxes imposed for calendar years commencing on 
7 or after January first, nineteen hundred and eighty-one.

1 SECTION 34 .Notwithstanding the provisions of paragraph (3)
2 of subsection (c) of section two of chapter sixty-two of the
3 General Laws, added by section eleven of this act, for
4 taxable years commencing during nineteen hundred and eighty-one,
5 the amount of deduction shall not exceed forty percent of the
6 net capital gain; for taxable years commencing during nineteen
7 hundred and eighty-two, the amount of deduction shall not exceed
8 sixty percent of the net capital gain; and this section shall be
9 inoperative for the taxable year commencing during nineteen hundred 
JO and eighty-three and thereafter.
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I SECTION 35. Section 16 of said chapter 44, as most recently amended
- by chapter 132 of the acts of 1970, is hereby further amended by striking
3 out the last sentence of the first paragraph and inserting in place
4 thereof the following sentence:- The auditor or similar officer in
5 cities, the town accountant in towns having such an officer, the
f, treasurer in all other towns, or the prudential committee, if any,
7 otherwise the commissioner, in a district shall, not later than May
8 first of each year, notify the board of assessors in writing of the
9 amount of debt and interest charges falling due and sinking fund 
|0 requirements, if any, during the next financial year and what pro-
II vision has been made for meeting the same and the board shall in-
12 elude in the tax levy for that year the amount of any such debt,
13 interest charges and sinking fund requirements not otherwise pro-
14 vided for. Any amount so appropriated shall be expended solely for
15 such debt, interest charges and sinking fund requirements and shall
16 not be transferable for the purpose of meeting any other expenditure
17 of the city, town or district.
I SECTION 36. Sections one to six, inclusive, twenty-eight to 
2thirty-one,inclusive, and thirty-three to thirty-five, inclusive, 
ishall take effect upon passage. Sections seven to ten, inclusive, 
4twenty-seven end thirty-two shall apply with respect to fiscal years
5 commencing on or after July first, nineteen hundred and eighty-one.
6 Section eleven shall apply to taxable years commencing on or after 
7January first, nineteen hundred and eighty-three. Sections twelve 
« to twenty-four, inclusive, shall apply to taxable years ending 
9on or after December thirty-first, nineteen hundred and eighty-
10 one. Sections twenty-five and twenty-six shall apply to taxable
|| occupancies, as defined in chapter sixty-four G of the General Laws, 
existing on or after June first, nineteen hundred and eighty-one

13 regardless of the fact that transfer of occupancy took place prior
14 to said June first.
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