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Hill played gains tax dating game 

by Cosmo Macero Jr. 
Wednesday, July 24, 2002
All those chili dogs and Fun Dips and Very Fine juice drinks add up. 

Not to mention the scratch tickets, coffee and cigarettes. 

After 35 years in the convenience store business, Bob Gordon last April sold Waltham-based Store 24 and its $100 million in annual revenue to Tedeschi Food Shops Inc. of Rockland. 

But it was barely a month later when word surfaced that a huge capital gains tax hit was being cooked up on Beacon Hill. 

By making an across the board hike in the capital gains rate retroactive to Jan. 1, lawmakers were prepared to scoop up one-time revenues by effectively blindsiding taxpayers who had made decisions based on a different set of rules. 

The irony of it, as Michael Widmer of the Massachusetts Taxpayers Foundation points out, is that capital gains have been in the dumps right along with the stock market - the single biggest factor screwing up the state's budget. 

But the ills of Dow Jones aside, the retroactive provision - hiking the rate to 5.3 percent - was still threatening to gouge taxpayers who had, for instance, sold qualified real property or other assets for a gain at any time this year. 

Taxpayers like . . . Bob Gordon. 

``Mr. Gordon sold his interests in (Store 24) in April of this year and, as you might guess, will be severely impacted by the effective date of the changes in the state's capital gains tax,'' Gordon's lobbyists, Stephen Roche and Kristine Glynn, wrote in a June 24 letter to Senate Conference Committee chief Michael Knapik (R-Westfield). ``We would urge the Conference Committee to change the effective date of the capital tax changes to July 1, 2002, or Jan. 1, 2003.'' 

In the end, they settled for May 1. 

Lawmakers reached a compromise on July 15. And Bob Gordon's big gain got in under the wire. 

It's worth noting here that by changing the rate's sliding scale to a flat 5.3 percent, lawmakers are sticking it not only to corporations and small businesses, but middle class families as well. Households with incomes totaling $50,000 or less accounted for 40 percent of those who reported capital gains or losses in 2000. 

Moreover, the Legislature is reneging on a deal made in 1994, when they traded then-Gov. William Weld a capital gains tax phaseout in exchange for a pay raise. 

``I guess the players are different,'' says Richard Lord, president of Associated Industries of Massachusetts. 

No secret the middle class has little voice on Beacon Hill these days. 

``The lesson is if you want to get anything done around here, you need a lobbyist,'' says one state lawmaker. 

By those rules, then, you owe a debt of gratitude to Bob Gordon and his hired guns if you sold your vacation house or bailed out of your portfolio in the first quarter. 

The reality is this: No way was the House and Senate going to agree to put off the capital gains changes until next January - giving taxpayers all those months to plan accordingly. 

``The discretion had always been between May 1 and July 1,'' says Widmer. 

The MTF says ``very rough'' estimates suggest taxpayers will get to keep between $30 million and $60 million thanks to the May 1 retroactive date change. 

No word on how much Gordon saved. 

``I don't think I'm in a position to offer you a number. But I would characterize it as a very significant gain, and (what would have been) a very substantial capital gains tax hit,'' says Roche, whose lobbying firm, in this case at least, is appropriately called the Victory Group. 

Like any lobbyist worth his salt, Roche coincidentally maxed out to Senate President Thomas F. Birmingham's campaign with a $200 check just in time, on April 24. 

``I think the important thing is this guy built a company over 35 years, and he made a decision to sell his interests in the company this year,'' Roche adds. ``He was only one of a number of individuals caught in this retroactive period.'' 

The word from AIM is that lawmakers picked May 1 because that was roughly the time when plans for the tax hike became public. But some state senators were discussing the tax hike in mid-April. 

Still, I have a tough time believing that Gordon's personal tax window played no role in the compromise. 

But to the victor goes the spoils, I suppose. 

And there's not much more to say except . . . thanks Bob?

