
No. 2212HOUSE
By Mr. Lane of Essex, petition of David J. Lane for legislation to

reduce the tax on earned income, establishing a new class of gross
income and providing real estate tax relief for low and middle income
persons. Taxation.

In the Year One Thousand Nine Hundred and Seventy-Six.

An Act decreasing the taxation on earned income, establishing

A new class of gross income and providing real estate tax
relief for low and middle income persons.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 SECTION 1. Section 2 of Chapter 62 of the General Laws is
2 hereby amended by adding the following new subparagraph (a)
3 (1) (G): -

4 (g) Gain realized from the portion of the federal income tax
5 itemized deductions derived from Massachusetts allowable to
6 individuals as applicable to the amount of federal adjusted gross
7 income derived from Massachusetts.

1 SECTION 2. Section 2 of Chapter 62 of the General Laws is
2 hereby amended by striking the words “two classes” in paragraph
3 (b) and inserting in place thereof the following; Three classes.

1 SECTION 3. Section 2 of Chapter 62 of the General Laws is
2 hereby amended by adding the following subparagraph (3) to
3 paragraph (b);
4 (3) Part C gross income shall be the gain realized in the taxable
5 year from the federal income tax deductions and shall be
6 computed as follows:
7 (A) Federal income tax computed on the federal taxable
8 income determined by deducting only the federal exemptions
9 from the federal adjusted gross income derived from

10 Massachusetts for the taxable year, less
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(B) Federal income tax computed on the federal taxable
income determined by deducting the federal exemptions and the
federal deductions from the federal adjusted gross income derived
from Massachusetts for the taxable year. In the case of itemized
federal deductions only the portion derived from Massachusetts
excluding any deduction resulting from the tax on Part C gross
income shall be used in such computation.
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SECTION 4. Section 2 of Chapter 62 of the General Laws is
hereby amended by adding the following new paragraph (e) and
changing (e) to (f) and (f) to (g): (e) Part C adjusted gross
income shall be the Part C gross income.
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SECTION 5. Section 2 of Chapter 62 of the General Laws is
hereby amended by adding the following new paragraph (h):
(h) The Part C taxable income shall be the Part C adjusted gross
income less the deductions and exemptions allowable under Part
C of Section three.
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SECTION 6. Section 3 of Chapter 62 of the General Laws is
hereby amended by adding the following new subparagraph A.
(c) and changing (c) to (d):

1
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4 (c) The following exemptions shall be allowable to individuals

against the Part C Income:5
6 (1) In the case of a single person or a married couple filing a

joint return, a personal exemption of $5OO.7
8 (2) In the case of a married person filing a separate return, a

personal exemption of $250.9

SECTION 7 .Section 4 of Chapter 62 of the General Laws is
hereby amended by striking the words “five per cent” in
paragraph (b) and inserting in place thereof the follow-
ing: four and one half per cent.
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SECT lON 8. Section 4 of Chapter 62 of the General Laws is
hereby amended by adding the following new paragraph (c):

(c) Part C taxable income shall be taxed at the rate of 20%.
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SECT lON 9. Chapter 62 of the General Laws is hereby
amended by adding the following new Section 64:
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Section 64. Sums received under Section 4 (c). Chapter 62,
payment into state treasury; allocation of credits:

3
4
5
6

All sums received under Section 4 (c) ol Chapter 62 shall be
paid into the treasury of the Commonwealth and shall be credited
as follows:7

8
9

(a) 50% of the tax imposed by Section 4 (c) of Chapter 62 and a
proportionate amount of all sums received as penalties,
forfeitures, interest, costs of suits and fines shall be credited to the
General Fund.
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li

(b) 50% of the tax imposed by Section 4 (c) of Chapter 62 and
a proportionate amount of all sums received as penalties,
forfeitures, interest, costs of suits and fines shall be credited to the
General Fund and shall be used solely toward meeting the
requirements of Section 6A of Chapter 62.
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SECTION 10. Chapter 62 of the General Laws is hereby
amended by adding the following section after section six: -

Section 6A. Real Estate Tax Credit
A credit shall be allowed against taxes imposed by this chapter,

subject to the following restrictions and limitations, for that
portion of the real estate tax levied pursuant to chapter fifty-nine
on the personal residence of a resident of the Commonwealth and
paid, either directly or through rent, by said resident.

This credit shall be allowed only to residents whose total
household income, less all personal exemptions allowable
pursuant to §sB(a) (1-4) of this chapter, did not exceed ten
thousand dollars during the taxable year in which the real estate
tax was paid. The credit shall be equal to 90% of the amount by
which the real estate tax paid by the taxpayer on his personal
residence exceeds eight percent of his total household income, less
said personal exemptions, for such taxable year. No credit
allowed under this section may exceed five hundred dollars.

* A taxpayer whose total household income less said personal
exemptions exceeded ten thousand dollars during said taxable
year may, if such income less said exemptions would not exceed
ten thousand dollars if the real estate tax paid were subtracted
therefrom, claim a credit as if his income did not exceed ten
thousand dollars, but such credit shall be calculated on the actual
total household income of the taxpayer. Any single taxpayer who
qualified during any portion of the taxable year as a dependent of
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another individual, who need not have been a resident of the
commonwealth, may not claim this credit on his own behalf. If
the tax due as shown by the return of any taxpayer is less than the
credit which he may claim pursuant to this section, he shall be
entitled to a refund of the amount by which the credit exceeds the
tax otherwise due.

Any person entitled to claim any credit pursuant to this section
and not otherwise required to file a return under this chapter may
obtain a refund in the amount of such credit by filing a return and
claiming a refund. Any refund to which a person is entitled under
the provisions of this section shall be made in the same manner as
other refunds under this chapter. No refund or credit shall be
allowed pursuant to this section unless such credit or refund is
claimed on a return filed on or before the fifteenth day of the
fourth month following the close of the taxable year, or within
any extension of time granted for filing such return. The
commissioner may adopt such regulations, prescribe such forms,
and require such information, including reasonable proof of rent
paid, as he finds necessary to implement the provisions of this
section.

Whenever on the audit of any claim filed under this section the
commissioner determines the amount thereof to have been
incorrectly determined, the commissioner shall redetermine such
claim and notify the claimant of such redetermination and the
reasons therefor. Such redetermination shall be final unless
appealed to the appellate tax board within 30 days of receipt of
notice thereof.

In any case in which the commissioner determines that a claim
is or was excessive and was filed with fraudulent intent, the claim
shall be disallowed in full, and, if the claim has been paid or a
credit has been allowed against income taxes otherwise payable,
the credit shall be canceled and the amount paid may be
recovered by assessment as income taxes are assessed and such
assessment shall bear interest from the date of payment or credit
of the claim, until refunds are paid, at the rate of one-half percent
per month. The claimant in such case, and any person who with
traudulent intent assisted in the preparation or filing of such
excessive claim or supplied information upon which such
excessive claim was prepared, shall upon conviction be guilty of a
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misdemeanor. In any case in which the commissioner determines
that a claim is or was excessive and was negligently prepared, ten
percent of the corrected claim shall be disallowed and il the claim
has been paid, or credited against income taxes otherwise
payable, the credit shall be reduced or canceled, and the proper
portion of any amount paid shall be similarly recovered by
assessment as income taxes are assessed and such assessment shall
bear interest at one-half of one percent per month from the date
of payment until refunded or paid.

For the purposes of this section, the following words shall have
the following meanings;

“Total household income” shall mean all income of any
nature received from all sources by all members of the household
of the taxpayer during the taxable year, except gifts from
nongovernmental sources, surplus food or other non-monetary
relief supplied by a government agency, or accident or life
insurance payments.

“Residence” shall mean a building, including a mobile home,
owned or rented by the taxpayer, located with the commonwealth
and actually occupied as the primary dwelling of the taxpayer for
at least one hundred fifty consecutive days during the taxable
year in which the real estate tax was paid, and so much of the land
surrounding it, not exceeding one acre, which is reasonably
necessary for use of the building as a personal residence. A
residence may consist of a part of a multi-unit or multi-purpose
building and so much of the land upon which the building is built,
not exceeding one acre, as is reasonably necessary for use of said
building as a dwelling.

“Real estate tax paid” shall mean the real estate tax levied
pursuant to chapter fifty-nine on the personal residence of the
taxpayer, and paid thereon during said taxable year directly or
indirectly through rent, less any amount abated or refunded to
said taxpayer. For the purposes of this section, twenty-five
percent of the gross rent paid for a personal residence shall be
deemed to be real estate tax paid. If a residence is an integral part
of a larger area, including but not limited to a farm, or a multi-
purpose or multi-unit building, the amount of tax paid shall be
calculated as the same proportion of the real estate tax paid on
the whole area or building as the value of the residence is of the
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value of the larger area of building. A resident who changes his
permanent residence during the taxable year may add together
the real estate taxes paid on such residences, but may not include
taxes paid on more than one residence for the same period of
time.

“Gross rent” shall mean rent paid at arm’s-length solely for the
right of occupancy of a residence exclusive of payments for any
utilities other than heat or hot water, or any services, furniture,
furnishings or appliances provided by the landlord as a part of the
rental agreement, whether or not expressly indicated therein. In
any case in which the landlord and tenant have not dealt with
each other at arm’s-length and the commissioner finds that the
gross rent claims was excessive, the commissioner may adjust
such gross rent to a reasonable amount for the purposes of this
section. If the tenant does not indicate the portion of the rent
attributable to any such utilities, services, furniture, furnishings
or appliances provided to him, or if such amounts appear to be
incorrect, the commissioner may apply a percentage derived from
samples of similar rents in the same area.

No owner of rented residential property may increase rents in
order to recover, directly or indirectly, any credit or refund
claimed or received by a tenant, lessee or occupant pursuant to
this section, and no tenant, lessee or occupant shall be legally
obligated to pay any such increase or penalized in any way for
failure to do so.

1 SECTION 11. This act shall apply to all taxable years
2 beginning or or after January 1, 1975.

1 SECTION 12. The provisions of this act shall be severable.
2 and if any of its provisions or their application to particular facts
3 or circumstances shall be held unconstitutional by a court of
4 competent jurisdiction, the decision of such court shall not affect
5 or impair any of the remaining provisions or their application to
6 any other facts or circumstances.
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