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SENATE No* 1071
\

By Mr. Kenneally, a petition of George V. Kehneally, Jr., for legislation tc
impose a tax on net income from real estate over one thousand dollars
Taxation

In the Year One Thousand Nine Hundred and Seventy.

An Act to impose a tax on net income from real estate
OVER ONE THOUSAND DOLLARS.

Be it enacted by the Senate and He
Court assembled, and by the author

use of Representatives in General
ty of the same, as follows:
General Laws, as most recently
acts of 1966, is hereby amended

1 Section 1. Chapter 62 of th<
2 amended by chapter 698 of the
3 by striking out section 6 and inserting in place thereof the
4 following new section:
5 Section 6. The business income subject to taxation under
6 subsection (b) of section five and under section five A shall
7 be the net income derived from (1) the profession, employ-
-8 ment, trade or business, (2) the rental or use of real estate or
9 personal property, (3) net gains from the sale or exchange of

10 real estate or tangible personal property, (4) net losses from
11 the sale or exchange of real estate or tangible personal prop-
-12 erty used in the trade or business, and (5) any transactions
13 engaged in or dispositions made for profit. Such net income
14 shall be includible even though derived from a casual or iso-
-15 lated transaction or activity. Amounts received under an an-
-16 nuity, endowment or life insurance contract and distributions
17 under employee plans, unless otherwise exempt by law, shall
18 be subject to taxation hereunder to the extent includible in
19 gross income under the Federal Internal Revenue Code, as
20 amended and in effect for the taxable year. Net income de-
-21 rived from intangible personal property which is taxed or
22 exempted from taxation under a section or subsection of this
23 chapter, other than subsection (b) of section five or section
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24 five A, shall not be includible hereunder. In computing net
25 income, there shall be allowable, to the extent attributable to
26 the income subject to taxation under this section, the follow-
27 ing deductions

(a) All ordinary and necessary expenses including local28
property taxes, paid or incurred during the taxable29
year. In carrying on any trade or business, for the30
production or collection of income, or for the manage-31

32 ment, conervation or maintenance of property held
for the production of income. Such expenses shall in-33
elude payments made by an employer to a trust form-34

35 ing part of a pension, annuity, disability, death benefit,
profit-sharing or stock bonus plan of such employer, the36
income of which trust is exempt under subsection (j)37

38
(b) Depreciation and depletion to the extent allowable un-39

der the Federal Internal Revenue Code, as amended40

and in effect for the taxable year.11
42 (c) Interest to the extent allowable under said Federal In-
43 temal Revenue Code; but no interest allowed as a de-

duction under section two shall be allowed under this44
45

(d) Losses from the sale within the taxable year of capital46
asssets other than intangible personal property, and47
losses of capital assets other than stock in trade sus-48
tained within the taxable year by fire, theft or other49
casualty, or amounts paid within the taxable year on50
account of claim in law or equity to the extent such51
losses or claims are not compensated for by insurance52

53 or otherwise.
54 (e) The amount of any bad debts or additions to a reserve
55 for bad debts to the extent allowable under section one
56 hundi’ed and sixty-six of said Federal Internal Revenue
57 Code.

1 Section 2. The second paragraph of section 7 of said
2 chapter 62, as most recently amended by chapter 596 of the
3 acts of 1962, is hereby amended by striking out the second

of section eight.

section.
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and third sentences and inserting in place thereof the follow-
ing sentences:— For determining loss in the case of real
property, the income from which was exempt under this
chapter the foregoing basis shall be reduced by depreciation
sustained during the period such property was rented and
during which the income was exempt under this chapter. In
the case of undeveloped land, the foregoing basis shall be in-
creased by the excess of the property taxes paid over the
rental income received after said date but before the taxable
year commencing after December thirty-first, nineteen hun-
dred and sixty....? ? ?
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Section 3. Section 8 of said chapter 62 is hereby amended
by striking out subsection (1), as inserted by section 7 of
chapter 677 of the acts of 1957, and inserting in place thereof
the following subsections:—

1
9

3
4

(Z) Gain from the sale or exchange of that portion of resi-
dential real estate which is occupied by the taxpayer as his
domicile.

5
6
7
8 (m) One thousand dollars of net income derived from the

rental or use of real estate by the taxpayer and his spouse, if
any, including reasonable amounts charged on account of such
services, facilities or utilities furnished tenants of real estate
as are related directly to the business of renting real etate.

9

11
12

Section 4. This act shall take effect with respect to taxable
years commencing after December thirty-first, nineteen hun-
dred and sixty-eight.
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