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     The Commonwealth of Massachusetts currently allows two forms of tax deferral programs.  The deferral programs are outlined under Massachusetts General Law (MGL) Chapter 59, Section 5, Clauses 18A and 41A.  Clause 41A requires taxpayers to be at least 65 years of age and have an income limit of $40,000 with repayment required upon death or sale at a simple interest rate of 4%.  In FY07 the City Council voted to reduce the interest rate from 8% to 4% under a new MGL Chapter 60, §62.  In fiscal year 2009 the City received and approved 3 applications for Clause 41A deferral, with a total tax deferral amount of $12,284.52.   Clause 18A does not have an age requirement or a fixed income level, but does require the taxpayer demonstrate financial hardship to the Board of Assessors.  Deferrals under Clause 18A are limited to a maximum of three years at 8% simple interest and repayment must begin two years after the last deferral and paid in five equal installments.  Both Clause 41A and 18A require taxpayers to be residents of Massachusetts for at least ten years, and that the total amount of such taxes due, plus interest, does not exceed 50% of the owner’s proportional share of the value of the property.  
     Any changes to the existing deferral, or new proposed legislation, would require approval by the Great and General Court and Governor of the Commonwealth.  The major impediment to the current Clause 18A being used for property facing foreclosure, is the requirement that a mortgage holder agree to the deferral taking a position over any mortgage in place.  The Clause 18A is currently in place and available for FY10 tax billing for those taxpayers that are eligible.  It would be difficult to estimate the number of individuals or costs associated with the Clause 18A, but given the 8% interest paid on the deferred taxes, the program would not be a hardship for the City of Cambridge.
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     The City of Cambridge has not experienced the growth in foreclosure activity that has been felt in the surrounding area.  The number of foreclosures within the City of Cambridge has remained relatively constant over the past two years at the rate of approximately 1.35 foreclosures per month.  In the calendar year 2007 the City of Cambridge had 16 distressed sales, in 2008, 17 distressed sales and 4 distressed sales for the first three months of 2009, which will project to 16 distressed sales for 2009.

	Year
	Middlesex County
	Percent Change
	City of Cambridge
	Percent Change

	2006
	957
	
	26
	

	2007
	470
	-51%
	16
	-38%

	2008
	660
	40%
	17
	6%

	2009
	1,116
	69%
	16
	-6%


     Actual numbers for the first three months of 2009 are 279 for Middlesex County and 4 for the City of Cambridge.  It is not anticipated the number of foreclosures will increase, even given the current financial conditions.
