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EXECUTIVE DEPARTMENT
STATE HOUSE, BOSTON 02133, May 2, 1972

To the Honorable Senate and House ofRepresentatives:

In accordance with the provisions of Article LVI of the Amend-
fcments to the Constitution, I am returning, herewith, House Bill No.

5389 entitled “AN ACT FURTHER REGULATING THE PAY-
MENT AND RETURN OF SECURITY DEPOSITS IN RENTAL
HOUSING.”

This bill makes several significant changes in the 1970 law which
provided for the payment of interest on security deposits in rental
housing. The present law provides that interest of five per cent be
paid on deposits held in excess of one year, beginning at the end of
that year. This bill provides that such interest be paid starting at the
beginning of the tenancy.

I agree that interest should be payable from the start of the
tenancy, since that is when the security deposit is placed. However,
both the old and the new law fail to deal with the situation of the
lessor returning the security deposit at the end of each year’s lease,
and then renegotiating a new lease and a new security deposit. In this
way, no interest at all would be payable. I suggest that the bill be
amended in order to insure that interest is payable from the start of
the lease, even if it is only a one year lease.

Furthermore, the present law requires that this interest is payable
to the tenant at the end of each year. This bill would not require
payment until the termination of the tenancy, which could be several
years. I believe the intention of this legislation is that interest should
be paid to the tenant at the end of each year, and any balance at the
end of the tenancy. I recommend that language be inserted to

Accomplish this result.
The bill provides that a landlord may deduct the amount of any

damage caused by the tenant from the security deposit or any
balance thereof, upon termination of the tenancy. Interest which is
due at the termination of the tenancy should likewise be available as
a setoff against such damage. The bill requires the landlord to itemize
for the tenant any damage so deducted.
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Finally, it should be made clear that in any leases which are
renewed, extended, or renegotiated, if a security deposit continues to
be held by the lessor it shall be considered as a new security deposit
so that the provisions allowing the payment of interest can take
effect from the date of the new agreement.

Adoption of these amendments, when combined with the other
deisrable changes this bill makes in the statute, will result in a
markedly stronger law in this important area.

1 therefore recommend the bill be amended as follows:
By striking out the first two sentences of the second paragraph of

section 158 of chapter 186 of the General Laws, as amended by
Section 1 of this act, and inserting in place thereof the following: -

A landlord of residential real property who holds a security deposit
pursuant to this section shall, beginning with the first day of the
tenancy, pay interest at the rate of five per cent per year, payable to
the tenant at the end of each year of the tenancy, and within thirty
days after the termination of the lease or tenancy, return the security
deposit or any balance thereof, and interest thereon, after deducting
the amount of any damage caused by the tenant, or any person on
the demised premises with his knowledge or consent, reasonable wear
and tear excepted and less any unpaid rent; provided, however if any
lease agreement contains a provision requiring the tenant to pay all
or a proportional share of any increase in real estate taxes levied
against the property and becoming due and payable during the term
of the lease, the landlord shall not be required to return the security
deposit or any balance thereof or pay any interest thereon until the
tenant has paid all or his proportional share of said increase or it has
been deducted from said security deposit or balance thereof.

and by inserting at the end of Section 2 the following sentence: -

In any lease which is renewed, extended, or renegotiated after
January first, nineteen hundred and seventy-two, if a security deposit
continues to be held by a lessor it shall, for the purposes of this act,
be considered to be a security deposit received as of the date of such
renewal, extension, or renegotiation.

Respectfully submitted,

FRANCIS W. SARGENT
Governor


