
HOUSE No. 5258

HOUSE OF REPRESENTATIVES, July 18. 2002

The committee on Taxation, to whom was referred the message
from Her Honor the Lieutenant-Governor, Acting Governor, recom-
mending legislation relative to providing tax relief to victims of ter-
rorist attacks (House, No. 4893), reports recommending that the
accompanying bill (House, No. 5258) ought to pass.

For the committee

PAUL C. CASEY
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In the Year Two Thousand and Two

An Act to provide tax relief to victims of terrorist attacks.

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 I. Paragraph (2) of subsection (a) of section 2 of
2 chapter 62 of the General Laws, as appearing in the 2000 Official
3 Edition, is hereby amended by adding the following five subpara
4 graphs:—

5 (L) Amounts, whether in a single sum or otherwise, paid by an
6 employer by reason of the death of an employee who is a speci-
7 fied terrorist victim, as defined in section 25; provided, however,
8 that subject to such rules as the commissioner may prescribe from
9 time to time, this section shall not apply to (i) amounts that would

10 have been payable after the death if the individual had died other
I 1 than as a specified terrorist victim, as so defined; and (ii) inci-
-12 dental death benefits paid from a plan described in the provisions
13 of section 401 (a) of the Code and exempt from tax under the pro-
-14 visions of section 501 (a) of the Code. For purposes of this
15 section, the term “employee” shall include a self-employed indi-
-16 vidual, as defined under section 401(c)(1) of the Code.
17 (M) Any amount that, but for this subsection, would be
18 included in gross income by reason of the discharge, in whole or
19 in part, of indebtedness of any taxpayer if such discharge is by
20 reason of the death of an individual incurred as a result of the ter-
-21 rorist attacks against the United States on September 11, 2001, or

is the result of illness incurred as a result of an attack involving

23 anthrax occurring on or after September 11, 2001 and before
24 January 1,2002.
25 (N) Any amount received by an individual as a qualified dis
26 aster relief payment.
27 (i) For purposes of this subsection, the term “qualified disaster
28 relief payment” shall mean an amount paid to or for the benefit of
29 an individual: (a) to reimburse or pay reasonable and necessary
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30 personal, family, living, or funeral expenses incurred as a result of
31 a qualified disaster; (b) to reimburse or pay reasonable and neces-
-32 sary expenses incurred for the repair or rehabilitation of a per-
33 sonal residence or repair or replacement of its contents to the
34 extent that the need for such repair, rehabilitation or replacement
35 is attributable to a qualified disaster; (c) by a person engaged in
36 the furnishing or sale of transportation as a common carrier by
37 reason of the death or personal physical injuries incurred as a
38 result of a qualified disaster; or (d) if such amount is paid by the
39 United States or a state or local government or agency or instru-
-40 mentality thereof in connection with a qualified disaster in order
41 to promote the general welfare, but only to the extent that any
42 expense compensated by such payment is not otherwise compen-
-43 sated for by insurance or otherwise.
44 (ii) For purposes of this subsection, the term “qualified dis-
-45 aster” shall mean: (a) a disaster that results from a terroristic or
46 military action as defined in section 692(c)(2) of the Internal Rev-
-47 enue Code, as amended and in effect for the taxable year; (b) a
48 Presidentially-declared disaster as defined in section 1033(h)(3) of
49 the Internal Revenue Code, as so amended and in effect; (c) a dis-
-50 aster that results from an accident involving a common carrier or

1 from any other event that is determined by the commissioner to be
52 of a catastrophic nature; or (d) with respect to amounts described
53 in subclause (d) of clause (i), a disaster that is determined by the
54 applicable federal or state authority to warrant assistance from the
55 United States or a state or an agency or instrumentality thereof.
56 (iii) This section shall not apply with respect to any individual
57 identified by the attorney general of the United States to have
58 been a participant or conspirator in a terroristic action as specified
59 in section 25 or a representative of such individual, other than one
60 whose only representation of such individual is as an attorney
61 acting within the scope of lawful representation and in accordance
62 the rules of professional conduct applicable to attorneys under
63 Rule 3.07 of the Rules of the Supreme Judicial Court.
64 (O) Any amount received as payment under section 406 of the
65 Air Transportation Safety and System Stabilization Act, so called.
66 (P) Amounts received by an individual as disability income
67 attributable to injuries incurred as a direct result of a terroristic or
68 military action as defined in section 692(c)(2) of the Internal Rev-
-69 enue Code, as amended and in effect for the taxable year.
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I SECTION 2. Said chapter 62 is hereby further amended by
triking out section 25, as so appearing, and inserting in place

thereof the following section
Section 25. (a) Every individual who, while an inhabitant of the

5 commonwealth, and every executor, administrator, trustee or other
6 fiduciary who, while such an inhabitant or while acting under an
7 appointment derived from a court in the commonwealth, has
8 received any income taxable under this chapter and the estate of
9 every deceased inhabitant of the commonwealth, shall be subject

10 to the taxes imposed by this chapter
11 (b) Any individual who: (i) dies while in active service as a
12 member of the Armed Forces of the United States and serving in a
13 combat zone or while a military or civilian employee of the
14 United States as a result of terroristic or military action; and (ii)
15 otherwise qualifies under the provisions of section 692 of the
16 Code, shall not be subject to taxation under this chapter to the
17 same extent as that individual is exempt from federal income taxa-
-18 tion under said section 692.
19 (c)(1) In the case of a specified terrorist victim, any tax
20 imposed by this chapter shall not apply with respect to the taxable
21 year in which falls the date of death, nor with respect to any prior
22 taxable year in the period beginning with the last taxable year
23 ending before the taxable year in which the wounds, injury or ill
24 ness referred to in paragraph (3) were incurred.
25 (2) If, but for this paragraph, the amount of tax not imposed by
26 paragraph (1) with respect to a specified terrorist victim is less
27 than $3,000, then such victim shall be treated as having made a
28 payment against the tax imposed by this chapter for such victim’s
29 last taxable year in an amount equal to the excess of $3,000 over
30 the amount of tax not so imposed.
31 (3) Subject to such rules as the commissioner may prescribe,
32 paragraph (1) shall not apply to the amount of any tax imposed by
33 this chapter that would be computed by only taking into
34 account the items of income, gain or other amounts attributable to:
35 (i) deferred compensation that would have been payable after
36 death if the individual had died other than as a specified terrorist
37 victim; or (I I) amounts payable in the taxable year that would not
38 have been payable in such taxable year but for an action taken
39 after September 1 1,2001.
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40 (4) For purposes of this subsection, the term “specified terrorist
41 victim means any decedent who: (i) dies as a result of wounds or
42 injury incurred as a result of the terrorist attacks against the
43 United States on April 19, 1995 or September 11, 2001; or (ii)
44 who dies as a result of illness incurred as a result of an attack
45 involving anthrax occurring on or after September 11, 2001 and
46 before January 1,2002, Such term shall not include any individual
47 identified by the attorney general of the United States to have
48 been a participant or conspirator in any such attack or a represen-
-49 tative of such individual, other than one whose only representation
50 of such individual is as an attorney acting within the scope of
51 lawful representation and in accordance the rules of professional
52 conduct applicable to attorneys under Rule 3.07 of the Rules of
53 the Supreme Judicial Court.

1 SECTION 3. Said chapter 62C is hereby further amended by
2 adding the following section:—
3 Section 87. In the case of a taxpayer determined by the com-
4 missioner to be affected by a Presidentially declared disaster, a
5 defined in section 1033(h)(3) of the Internal Revenue Code, as
6 amended and in effect for the current taxable year, or a terroristic
7 or military action, as defined in section 692(c)(2) of the Internal
8 Revenue Code, as so amended and in effect, the commissioner
9 may specify a period of not more than one year that may be disre-

-10 garded for the purpose of determining, under this chapter, with
11 respect to any tax liability of such taxpayer (1) whether any of the
12 acts described in paragraph (1) of subsection (a) of section 81
13 were performed within the time prescribed therefor, without
14 regard to any extension under any other provision of this chapter
15 for periods after the date determined by the commissioner of such
16 disaster or action, (2) the amount of any interest, penalty, addi-
-17 tional amount or addition to the tax for periods after such date and

fund18 (3) the amount of any credit o
19 In the case of a pension or
20 sponsor, administrator, parti
21 with respect to such plan,
22 described in subsection (a)

other employee benefit plan or any
ipanl, beneficiary or other person
affected by a disaster or action
the commissioner may specify a

23 period of not more than one year that may be disregarded for the
24 purpose of determining the date by which any action is required or
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25 permitted to be completed under this chapter. No plan shall be
26 treated as failing to be administered in accordance with the
27 provisions of law governing such plan solely as the result of
28 disregarding any period by reason of the preceding sentence.

1 SECTION 4. Section 30 of chapter 63 of the General Laws, as
2 amended by section 5 of chapter 96 of the acts of 2002, is hereby
3 further amended by striking out paragraph 4 and inserting in place
4 thereof the following paragraph
5 4. “Net income”, gross income less the deductions, but not
6 credits, allowable under the provisions of the Federal Internal
7 Revenue Code, as amended and in effect for the taxable year; pro-
-8 vided, however, that any deduction otherwise allowable which is
9 allocable, in whole or in part, to one or more classes of income

10 not included in a corporation’s taxable net income, as determined
11 under subsection (a) of section 38, shall not be allowed. In lieu of
12 disallowing any deduction allocable, in whole or in part, to divi-
-13 dends not included in a corporation’s taxable net income, five per
14 cent of such dividends shall be includable therein, as provided in
15 said subsection (a) of section 38. A deduction shall be allowed for
16 that portion of wages or salaries paid or incurred for the taxable
17 year equal to the amount of the credit allowable for the taxable
18 year under section 51 of said Code and otherwise disallowed
19 under section 280 C of said Code. Deductions with respect to the
20 following items, however, shall not be allowed:—
21 (i) dividends received;
22 (ii) Losses sustained in other taxable years, except for the net
23 operating losses as provided in paragraph 5 of this section;
24 (iii) taxes on or measured by income, franchise taxes measured
25 by net income, franchise taxes for the privilege of doing business
26 and capital stock taxes imposed by any state; and
27 (iv) the deduction allowed by section 168(k) of said Code

1 SECTION 5. Paragraph 5 of said section 30 of said chapter 63,
2 as appearing in the 2000 Official Edition, is hereby amended by
3 striking out subparagraph (iii) and inserting in place thereof the
4 following subparagraph:—
5 (iii) provided, further, that, in the case of a foreign corporation,
6 losses incurred before such corporation becomes subject to tax lia-

bility in the commonwealth shall not be allowed
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1 SECTION 6. The commissioner of revenue shall promulgate
2 such rules and regulations as necessary to implement the provi-

sions of this act

1 SECTION 7. The provisions of subparagraph (L) of para-
-2 graph (2) of subsection (a) of section 2 of chapter 62 of the
3 General Laws shall apply to taxable years ending before, on, or
4 after September 11, 2002. The provisions of subparagraph (M) of
5 said paragraph (2) of said subsection (a) of said section 2 of said
6 chapter 62 shall apply to discharges made on or after September
7 11, 2001 and before January 1, 2002. The provisions of subpara-
-8 graphs (N), (O) and (P) of said paragraph (2) of said
9 subsection (a) of said section 2 of said chapter 62 shall apply to

10 taxable years ending on or after September 1 I, 2001. The provi-
-11 sions of section 3 shall apply to disasters and terroristic or mili-
-12 tary actions occurring on or after September 1 1,2001.

1 SECTION 8. Sections 4 and 5 shall be effective for taxable
2 years ending after September 10, 200!.
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