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SUMMARY

The Massachusetts Supreme Judicial Court held that a transportation company must possess a
certificate of public convenience and necessity under G. L. c. 159A, § 7, at the time it purchases buses
to qualify for the sales-tax exemption in G. L. c. 64H, § 6 (aa). Because AA Transportation obtained its
certificate only in 2002, it was not entitled to an abatement for buses purchased in 1999, 2000, and
2001. The court affirmed the Appellate Tax Board’s decision upholding the Commissioner of
Revenue’s denial of the abatement.
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PROCEDURAL POSTURE AA Transportation appealed the Appellate Tax Board's decision
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QUESTIONS PRESENTED

1. Whether G. L. c. 64H, § 6 (aa), permits a transportation company to claim a sales-tax exemption for
buses purchased before the company possessed a certificate of public convenience and necessity under
G. L. c. 159A, § 7.

2. Whether AA Transportation qualified for the exemption based on the type of bus service it operated.

HOLDINGS

1. A taxpayer seeking the sales-tax exemption under G. L. c. 64H, § 6 (aa), must possess a certificate of
public convenience and necessity under G. L. c. 159A, § 7, at the time of purchase. A certificate
obtained after the purchases cannot support a retroactive abatement.

2. AA Transportation failed to carry its burden of proving that it fell clearly and unequivocally within the
statutory sales-tax exemption because it lacked the required § 7 certificate when it made the purchases.

KEY QUOTATIONS

“Given the purpose of the exemption and the practicalities of tax administration, we conclude that the board’s
decision that a taxpayer must hold a § 7 certificate at the time of purchase in order to be exempt from sales
tax is a reasonable one.” (119-120)

“Therefore, there was no error in the board’s decision to interpret G. L. c. 64H, § 6 (aa), to permit a sales tax
exemption only for purchases that take place when the taxpayer possesses a § 7 certificate of exemption at the
time of purchase, and to uphold the commissioner’s denial of AA Transportation’s request” (120-121)

“The burden remains with the taxpayer to establish that it is entitled to an exemption, and the exemption will
not be allowed unless the taxpayer demonstrates that it falls “clearly and unequivocally . . . within the terms
of the exemption.”” (121)

FACTUAL BACKGROUND

AA Transportation operated charter and special bus services in Massachusetts beginning in 1996. It purchased
buses in 1999, 2000, and 2001 and paid $140,512 in sales tax, but it did not obtain a certificate of public
convenience and necessity under G. L. c. 159A, § 7, until August 2002. It sought an abatement for the earlier
purchases, relying on the later-issued certificate and on a sales-tax exemption certificate that the Department of
Revenue had erroneously issued while the § 7 application was pending.

PROCEDURAL HISTORY

AA Transportation applied for a sales-tax abatement for buses purchased in 1999, 2000, and 2001. After a
hearing, the Commissioner denied the request; the Appellate Tax Board upheld the denial. The Appeals Court
received AA Transportation's appeal, and the Supreme Judicial Court transferred the case on its own initiative
and affirmed the Board's decision.
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