
, HOUSE No. 4444
By Mr. Businger of Brookline, petition of John  A. Businger that 

provision be made for a graduated personal income tax. Taxation.

®be Commontoealtfj of Jtlassacfjusetttf

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

An A c t  p r o v i d i n g  f o r  a  g r a d u a t e d  p e r s o n a l  i n c o m e  t a x .

Be it enacted by the Senate and  House o f  Representatives in 
General Court assembled, and  by the authority o f  the same, as 

follows:

1 SECTION 1. Chapter 62 of the General Laws is hereby
2 amended by striking out sections 2 to 6, inclusive, as most
3 recently amended by sections 38 to 41, inclusive, of chapter 684 of
4 the acts of 1975, and inserting in place thereof the following
5 sections: —
6 Section 2. (a) Massachusetts gross income shall mean the
7 federal gross income, modified as required by section seven, with
8 the following further modifications: —
9 (1) The items to be added thereto are: —

10 (A) Interest on governmental obligations excluded under
11 section one hundred and three of the Code, other than interest
12 from any such obligation issued by the com m onwealth , any
13 political subdivision thereof, or any agency or instrumentality of
14 either of the foregoing, which is exempt from taxation  under
15 clause Twenty-fifth of section five or chapter fifty-nine or any 

1 16 other provision of law.
’ 17 (B) The dividends excluded under section one hundred and

18 sixteen of the Code.
19 (C) Earned income from foreign sources excluded under
20 section nine hundred and eleven of the Code.
21 (D) Contributions for annuity contracts excluded under section
22 four hundred and three (b) of the Code to the extent that such
23 contributions were made pursuant to a salary reduction
24 agreement authorized under said section and were not required
25 under a retirement program  of the employer.
26 (E) Am ounts excluded under Subchapter S of the Code.

| 27 (F) A m ounts included in or considered to be Massachusetts
28 gross income under any other provision of this chapter.
29 (2) The items to be deducted therefrom a r e : - -



30 (A) Interest on obligations of the United States exempt from
31 state income taxation to the extent included in federal gross
32 income.
33 (B) A m ount included in federal gross income under Subchapter
34 S of the Code.
35 (C) Dividends received from a corporate trust subject to
36 taxation under this chapter to the extent that such dividends are
37 exempt from taxation under section eight of this chapter.
38 (D) Income from any contributory  annuity, pension, endow-
39 ment or retirement fund of the United States government or the
40 com m onwealth or any political subdivision thereof, to which the
41 employee has contributed.
42 (E) Income from  annuity stock bonus, pension, profit-sharing,
43 annuity or deferred-payment plans or contracts described in
44 sections four hundred and three (b) or four hundred and four of
45 the Code until an aggregate am ount of such income has been
46 deducted under this subparagraph  equal to the aggregate of all
47 am ounts previously subjected to  taxation  under this chapter.
48 (b) Massachusetts adjusted gross income shall be the
49 Massachusetts gross income less the following deductions:
50 (1) The first one thousand dollars of net capital loss; provided,
51 however, that any excess over one thousand  dollars of such net
52 capital loss shall be applied to reduce the net capital gain of the
53 taxpayer, plus one thousand dollars of  income in each of the five
54 succeeding years to the extent tha t  such am ount exceeds the total
55 of any net capital gain and one thousand dollars of income of any
56 taxable year intervening between the taxable year in which the net
57 capital loss arose and such succeeding taxable year.
58 (2) The deductions allowable under sections sixty-two and four
59 hundred and four, without regard to section two hundred and
60 sixty-five of the Code, provided, however, the following
61 deductions shall not be allowed: —
62 (A) The deduction for long-term capital gains allowed by
63 section one thousand two hundred and two of the Code.
64 (B) The deductions allowed to life tenants and income
65 beneficiaries by paragraph  six of section sixty-two of the Code
66 insofar as such deductions are allowed to a trust or estate subject
67 to taxation  under this chapter.



68 (C) The deduction for moving expenses allowed by section two
69 hundred and seventeen of the Code.
70 (D) Any deduction allowed by Subchapter S of the Code.
71 (E) Any deduction relating or allocable to any income not
72 included in Massachusetts gross income or a proportionate part
73 of any deduction which is in part so relating or allocable.
74 (F) Any net operating loss deduction allowed by section one
75 hundred and seventy-two of the Code.
76 (G) In the case of an individual who is an employee within the
77 meaning of section four hundred and one (c) (1) of the Code, the
78 deductions allowed by section four hundred and four and four
79 hundred and five (c) of the Code to the extent attributable to
80 contributions made on behalf of such individual; however, no
81 contribution on behalf of such individual shall be treated as an
82 excess contribution under this chapter unless treated as an excess
83 contribution for federal tax purposes in the year made.
84 (H) The deduction allowed by section one thousand three
85 hundred and seventy-nine (b) (3) of the Code.
86 (c) Massachusetts taxable income shall be the Massachusetts
87 adjusted gross income less the deductions and exemptions
88 allowable under section three.
89 Section 3. In determining the Massachusetts taxable income,
90 the following deductions and exemptions shall be allowed:
91 (a) Deductions:
92 ( I) The net am ount of the Massachusetts adjusted gross income
93 of trustees or other fiduciaries subject to taxation under section
94 nine or ten as is payable to or accumulated for persons not
95 inhabitants of the commonwealth to the extent that such income
96 would not be subject to taxation under section five A if received
97 by a non-resident.
98 (2) Such net am ount of the Massachusetts adjusted gross
99 income of trustees, executors or administrators as is, pursuant to

100 the terms of the will deed or other instrument governing the estate
101 or trust, currently payable to or irrevocably set aside for public
102 charitable purposes, or to or for the benefit of any organization
103 or organizations established and operated exclusively for
104 charitable purposes.
105 (3) Taxes paid to the United States under the provisions of the
106 Federal Insurance Contributions Act or the Federal Railroad
107 Retirement Act.



108 (4) All sums deducted from wages as contributions to an
109 annuity, pension, endow ment or retirement fund of the United
110 States government, the commonwealth  or any political subdivi-
111 sion thereof, and any income from any contributory annuity,
112 pension, endow ment or retirement fund of the United States
113 government or the com m onw ealth  or any political subdivision
114 thereof, to which the employee has contributed, or any income
115 from a contributory  annuity, pension, endowment or retirement
116 fund of any other state or any political subdivision thereof,
117 provided that income from any such similar fund established
118 under the laws of the com m onw ealth  is not subject to taxation in
119 such other state or political subdivision.
120 (5) All am ounts  deductibel as alimony under section two
121 hundred and fifteen of the Code.
122 (6) Interests and dividends in the am ount of one hundred
123 dollars for a single person or a married person filing a separate
124 return or two hundred dollars for a husband and wife filing a
125 joint return from savings deposits, savings accounts, shares or
126 share savings accounts in any savings or co-operative bank, trust
127 company or credit union incorporated in or chartered by the
128 commonwealth; in any national banking association, federal
129 savings or loan association or federal credit union located in the
130 commonwealth; in any banking com pany or Morris Plan
131 com pany subject to chapter one hundred and seventy-two A; in
132 any savings or loan association under the supervision of the
133  commissioner of banks,
134 (7) in the case of an individual who maintains a household
135 which includes as a member one or more qualifying individuals,
136 the employment related expenses paid during the taxable year to
137 enable the taxpayer to be gainfully employed to be computed
138 according to and subject to the limitations and restrictions of
139 section two hundred and fourteen (c), section two hundred and
140 fourteen (d) and section two hundred and fourteen (e) (5) of the
141 Internal Revenue Code; provided, that in the case of a taxpayer
142 who is gainfully employed on less than a substantially full-time
143 basis only that portion of the am ount paid which is attributable
144 to employment related expenses necessary for such gainful
145 employment shall be taken into account in computing the



146 deduction allowed herein. If the taxpayer is married for any
147 period during the taxable year, there shall be taken into account
148 employment related expenses incurred during any month of such
149 period only if both spouses, except where one spouse is a
150 qualifying individual described in section two hundred and
151 fourteen (b) (1) (c) of the Internal Revenue Code, are gainfully
152 employed. No deduction shall be allowed under this sub-
153 paragraph for any am ount paid by the taxpayer (i) to his or her
154 spouse or (ii) to an individual bearing a relationship to the
155 taxpayer described in paragraphs (1) through (8) of section one
156 hundred and fifty-two (a) of the Internal Revenue Code who, for
157 the taxable year of the taxpayer is a member of the taxpayer’s
158 household or is claimed as a dependent of the taxpayer for the
159 purposes of section one hundred and fifty-one (e) of the Internal
160 Revenue Code. If the taxpayer is married at the close of the
161 taxable year, the deduction provided herein shall be allowed only
162 if the taxpayer and his spouse file a joint return for the taxable
163 year. For the purposes of this subparagraph, the terms
164 “employment related expenses”, “qualifying individual” and
165 “maintaining a household” shall each have the same meaning as
166 in section two hundred and fourteen of the Internal Revenue
167 Code. The expenses on which the deduction is based shall have
168 been paid during the tax  year that  is being reported. No expenses
169 incurred prior to January  first, nineteen hundred and seventy-five
170 shall be claimed under this section regardless of when paid.
171 (8) In the case of an individual who maintains a household
172 which includes as a member one or more individuals under the
173 age of twelve who qualify for exemption as a dependent under
174 section one hundred and fifty-one of the Code, six hundred
175 dollars; provided, that no deduction shall be allowed under this
176 subparagraph if a deduction is claimed under subparagraph (7)
177 of this paragraph. If the taxpayer is married at the close of the
178 taxable year, the deduction provided herein shall be allowed only
179 if the taxpayer and his spouse file a joint return for the taxable
180 year. For the purposes of this subparagraph, the term “main-
181 taining a household” shall have the same meaning as in section
182 two hundred and  fourteen of the Code.



183 (9) An am oun t equal to the deduction for medical, dental and
184 other expenses allowed under section two hundred and thirteen of
185 the Code. No deduction shall be allowable under this paragraph
186 to an individual who elects the standard deduction under section
187 one hundred  and forty-one of the Code on his federal income tax
188 return or to one who files a joint federal income tax return with
1 89 his spouse unless a jo in t return is also filed under this chapter.
190 (10) An am oun t equal to the fees, in excess of three per cent of
1 9 1  the Massachusetts adjusted gross income paid within the taxable
1 9 2  year to any agency licensed to place children for adoption by the
1 9 3  taxpayer on account of the adoption  of a minor child.
194 (b) Exemptions:
195 (1) In the case of a single person,
196 (A) a personal exemption of two thousand dollars,
197 (B) An additional exemption of two thousand dollars if the
198 taxpayer was totally blind at the close of his taxable year, and
199 (C) an  additional exemption of six hundred dollars if the
200 taxpayer had attained the age of sixty-five before the close of his
201 taxable year.
202 (2) In the case of a husband and wife filing a joint return,
203 (A) a personal exemption of two thousand dollars and an
204 am oun t not exceeding two thousand  dollars, equal to the earned
205 income included in the gross income of the spouse having the
206 smaller am oun t of such income; and an additional exemption of
207 six hundred dollars for the spouse having the smaller amount of
208 income, provided that the total of such income of such spouse for
209 the calendar year in which the taxable year of the taxpayer began
210 did not exceed two thousand dollars. “Earned income”, as used 
21 1 herein, shall mean salary, wages, other employee compensation,
212 self-employment income and any am ount received as a pension or
213 annuity to the extent includable in earned income as defined
214 under section nine hundred and eleven (b) of the Code.
215 (B) an additional exemption of two thousand dollars for each
216 spouse who was totally blind at the close of his taxable year, and
217 (C) an additional exemption of six hundred dollars for each
2 18 spouse who had attained the age of sixty-five before the close of
219 his taxable year.
220 (3) In the case of a married person filing a separate return,
221 (A) a personal exemption of one thousand dollars,



222 (B) an additional exemption of two thousand dollars if the
223 taxpayer was totally blind at the close of his taxable year, and
224 (C) an additional exemption of six hundred dollars if the
225 taxpayer had attained the age of sixty-five before the close of his
226 taxanle year.
227 (4) An exemption of six hundred dollars for each individual
228 who qualifies for exemption as a dependent under section one
229 hundred and fifty-one (e) of the Code.
230 (c) Except as hereinafter provided for a non-resident, if the
231 taxable year of any person subject to tax under this chapter is a
232 short taxable year, and such short taxable year is not due to the
233 death of such person, any exemption under paragraph (b) of this
234 section shall be limited to any am ount equal to the exemption
235 otherwise allowable by this section multiplied by a fraction the
236 numerator of which is the num ber of days in tha taxable year and
237 the denom inator of which is three hundred and sixty-five. If a
238 taxpayer is a non-resident for all or any part of a taxable year, he
239 shall be allowed exemptions under this section equal to the
240 amount otherwise determined under this section multiplied by a
241 fraction the num erator of which is his Massachusetts gross
242 income and the denom inator of which is the am ount which would
243 have been his Massachusetts gross income had he been a resident
244 of the commonwealth throughout the taxable year.
245 Section 4. The taxable income of residents, non-residents to the
246 extent specified in section five A, and corporate trusts to the
247 extent specified in section eight shall be taxed in accordance with
248 the following table: —

IF TAXABLE O F
INCOME A M OUN'l
IS OVER BUT N O T O V ER I AX IS . . . . OVER

$0 $2,000 $0 + 3.75% 0
2,000 4,000 75 + 4.25% 2,000
4.000 6,000 160 + 4.75% 4,000
6,000 8,000 255 + 5.25%. 6,000
8,000 12,000 360 + 5.75% 8,000

12,000 16,000 590 + 6.50% 12,000
16,000 22,000 850 + 7.75% 16,000
22,000 30,000 1315 + 9.25%, 22,000
30,000 50,000 2055 + 10.50% 30,000
50,000 4155 + 11.00% 50,000



249 Section 5. (a) Notwithstanding the provisions of section
250 four, no tax shall be imposed in the instance in which the total
251 income for the taxable year does not exceed three thousand
252 dollars for a single individual or five thousand dollars in the
253 aggregate for a husband and wife, nor shall any tax be imposed
254 under this chapter which shall reduce such total income below
255 three thousand dollars and five thousand dollars respectively. No
256 exemption shall be allowed under this section to any married
257 individual unless a jo in t return is filed. In the case of a short
258 taxable year, occurring for any reason other than residence
259 during one portion  of the norm al taxable year and non-residence
260 during ano ther  portion, there shall be substituted for the amounts
261 of three thousand  dollars and five thousand dollars those
262 am ounts  which bear the same relation to such sums as the
263 num ber of days in the taxable year bears to three hundred and
264 sixty-five. For purposes of this section, “total income” means the
265 sum of (i) the Massachusetts adjusted gross income, (ii) the
266 am oun t deducted under subparagraph  (A) of section two (a) (2),
267 and (iii) interest on governmental obligations excluded under
268 section one hundred and  three of the Code to the extent not
269 includable in Massachusetts gross income under section two (a)
270 (1) (A). With respect to a person who is a non-resident for all or
271 part of the taxable year, total income shall be determined as if he
272 were a resident of the com m onwealth  throughout the entire
273 taxable year.
274 (b ) Notwithstanding any other provision of this chapter, no
275 tax  shall be imposed under this chapter upon any stock bonus,
276 pension or profit-sharing trust qualifying under section four
277 hundred and one of the Code.
278 Section  5/4. (a) The Massachusetts gross income of non-
279 residents of  the com m onwealth  shall be determined solely with
280 respect to items of gross income from sources within the
281 com m onwealth  of such person and in determining the adjusted
282 gross income of such non-resident only those deductions shall be
283 allowed which are attributable  to items included in Massachusetts
284 gross income as so determined. Items of gross income from
285 sources within the com m onwealth  are items of gross income
286 derived from or effectively connected with any trade or business,
287 including employment carried on by the taxpayer in the
288 com m onwealth or derived from the ownership of any interest in



289 real or tangible personal property located in the commonwealth.
290 In computing taxable income, the non-resident shall be allowed
291 the deductions and exemptions provided in section three.
292 (b ) The commission shall adopt regulations providing for the
293 method of determining the items and am ounts of Massachusetts
294 gross income derived from sources within the commonwealth by
295 a non-resident, based upon the method set forth in section thirty-
296 eight of chapter sixty-three or upon any other reasonable method.
297 (c) In applying this section, the compensation paid by the
298 United States to its uniformed military personnel assigned to duty
299 at military posts, bases or stations within the commonwealth for
300 services rendered by said personnel while on active duty, shall be
301 deemed to be from sources other than sources within the
302 commonwealth.
303 Section 6. The following credits shall be allowed against the
304 tax imposed by this chapter:
305 (a) A credit shall be allowed against taxes imposed by this
306 chapter to a resident for taxes due any other state, territory or
307 possession of the United States, or the Dominion of Canada or
308 any of its provinces on account of any item of Massachusetts
309 gross income subject to the following restrictions and limitations:
310 (i) the am ount of such taxes due on such income shall exclude
311 interest and penalties; (ii) the am ount of such taxes due shall be
312 reduced by any federal credit therefor allowable on the resident’s
313 federal income tax return; and (iii) the am ount of the credit
314 allowable shall be the lesser of such taxes as reduced by (i) and
315 (ii), or the am ount of tax imposed by this chapter multiplied by a
316 fraction the num era tor of which is such item of Massachusetts
317 gross income and the denom inator of which is the total
318 Massachusetts gross income, as the case may be.
319 (b) (1) Every qualified taxpayer, as defined in paragraph three
320 of this subsection, shall be entitled to a credit of four dollars for
321 himself, four dollars for his spouse, if any, and eight dollars for
322 each qualified dependent, as hereinafter defined, provided,
323 however, that n o su c h  credit shall be allowable if the total income
324 of such individual and his spouse, as defined in paragraph (a) of
325 section five, exceeds five thousand  dollars for such year. No such
326 credit shall be allowable to a married individual unless a joint
327 return is filed. If the tax  due as shown by the return of any
328 individual is less than the total am ount of the credits which he is



329 entitled to claim pursuant to this paragraph, such individual shall
330 be entitled to a refund in the am ount of the excess of the credits
331 over the tax otherwise due.
332 (2) Any individual entitled to claim any credit pursuant to
333 paragraph one of this subsection and not otherwise required to
334 file a return under this chapter may obtain a refund in the amount
335 of such credit by filing a return and claiming a refund. Any refund
336 to which an individual is entitled under the provisions of this
337 paragraph  shall be made in the same manner as other refunds
338 under this chapter. No refund or credit shall be allowed pursuant
339 to this paragraph unless such credit or refund is claimed on a
340 return filed on or before the fifteenth day of the fourth month
341 following the close of the taxable year or within any extension of
342 time granted for filing such return.
343 (3) As used in this subsection, the term “qualified taxpayer”
344 means an individual who was an inhabitant of the commonwealth
345 for not less than six months during the preceding calendar year,
346 and who was not a person whom ano ther taxpayer was entitled to
347 claim as a dependent under section three, and the term “qualified
348 dependent” means an individual other than  a spouse whom a
349 qualified taxpayer was entitled to claim as a dependent under said
350 section three.
35 1 (c) In the instance in which Massachusetts gross income of an
352 individual includes an item of income from a trustee or other
353 fiduciary, which income is to be taxed to the trustee or fiduciary
354 pursuant to section ten, a credit shall be allowed against the tax
355 imposed equal to the am ount of tax to be paid on such item of
356 income by the fiduciary or trustee.

1 SECTIO N 2. Said chapter 62 is hereby further amended by
2 striking out section 8, as appearing in section 2 of chapter 723 of
3 the acts of 1973, and inserting in place thereof the following
4 section:
5 Section 8. (a) A corporate trust engaged within the com-
6 monwealth in any business, activity or transaction, whether or
7 not it maintains an office or place of business within the
8 com m onwealth, shall be subject to the taxes imposed by this
9 chapter.

10 1 he Massachusetts adjusted gross income of such corporate
11 trust shall be determined as if it were a resident natural person,
12 provided, however, that for purposes of any determination



13 involving sectiqns three hundred and fifty-one through three
14 hundred and sixty-eight of the Code any corporate trust shall be
15 treated as a corporation. No deductions or exemptions allowable
16 under section three of this chapter shall be allowed to a corporate
17 trust. The taxable income shall be the Massachusetts adjusted
18 gross income apportioned to Massachusetts in accordance with
19 section thirty-eight of chapter sixty-three.
20 (b) The provisions of paragraph (a) shall not apply to any
21 corporate trust which (i) is a regulated investment company under
22 section eight hundred and fifty-one of the Code or a real estate
23 investment trust under section eight hundred and fifty-six of the
24 Code; (ii) is a holding company as hereinafter defined; or (iii) its
25 apportionm ent percentage for apportioning its Massachusetts
26 adjusted gross income under paragraph (a) of this section is less
27 than ten per cent. As used in this paragraph, the term “holding
28 com pany” means any corporate trust in which ninety per cent of
29 the book value of its assets, at the end of the taxable year, are
30 securities and at least seventy-five per cent of such securities are
31 issued by affiliates and at least ninety per cent of its
32 Massachusetts gross income consists o f  interest, dividends and
33 gains from the sale or exchange of capital assets; the word
34 “affiliate” means a member of an affiliated group as defined
35 under section one thousand five hundred and four of the Code;
36 and the word “securities” means transferable shares of beneficial
37 interest in any corporation or other entity, bonds or debentures of
38 any issuer or notes and other evidences of indebtedness of
39 affiliates.
40 (c) Dividends on shares of any corporate trust subject to
41 taxation under this chapter shall be exempt from taxation except
42 as hereinafter provided. Any earnings and profits accumulated
43 prior to taxable years commencing after December thirty-first.
44 nineteen hundred and seventy, and during a period, if any, that
45 such corporate trust was not subject to taxation under this
46 chapter solely by reason of the fact that it had elected not to  file
47 with the commissioner an agreement to pay a tax shall be
48 considered tax-free earnings and profits and the am ount thereof
49 shall be determined as of the first day of the first taxable year
50 commencing after December thirty-first, nineteen hundred and
51 seventy. Any earnings and profits accumulated for taxable years
52 commencing after December thirty-first, nineteen hundred and



53 seventy, to  the extent that such earnings and profits were not
54 subject to tax under this chapter, shall also be considered tax-free
55 earnings and profits. Notwithstanding any other provision of this
56 chapter, dividends paid by any corporate trust at any time while it
57 has tax-free earnings and profits, as so determined, shall be
58 deemed to have been made from such tax-free earnings and
59 profits to the extent thereof; and any such dividends deemed to
60 have been made from  tax-free earnings and profits shall be
61 includable in Massachusetts gross income, and the deduction
62 provided for in section two (a) (2) (D) shall not apply to such
63 dividends. Except for dividends paid from tax-free earnings and
64 profits, all such dividends shall be exempt from taxation.

1 SEC T IO N  3. Said chapter 62 is hereby further amended by
2 striking out section 10, as most recently amended by section 3 of
3 chapter 723 of the acts of 1973, and inserting in place thereof the
4 following section: —
5 Section 10. The income received by trustees or other
6 fiduciaries shall be taxed in the following manner:
7 (a) The income received by trustees or other fiduciaries
8 described in subsection (c) of this section shall be subject to the
9 taxes imposed by this chapter to the extent that the persons to

10 whom the same is payable, or for whose benefit it is accumulated.
11 are inhabitants of the com m onwealth; provided, however, if the
12 income received by such trustees or other fiduciaries would be
13 subject to taxation under section five A if received by a
14 nonresident, such income shall be taxable regardless of whether
15 the persons to whom  the income from  the trust is payable or for
16 whose benefit it is accumulated are residents or nonresidents of
17 the commonwealth. Income received by trustees or other
18 fiduciaries described in subsection (c) of this section which is
19 accumulated for unborn  or unascertained persons, or persons
20 with uncertain interests shall be taxed as if accumulated for the
21 benefit of a known inhabitan t of the commonwealth.
22 For the purposes of this section and of section nine income 
23! shall be deemed to be accumulated for unborn  or unascertained
24 persons or persons with uncertain interests when thus ac-
25 cumulated by estates, by trustees or other fiduciaries, who are 
26! subject to  the provisions of this section or of  section nine, for the



27 benefit of any future interest other than a remainder presently
28 vested in a person or persons in being not subject to be divested
29 by the happening of any contingency expressly mentioned in the
30 instrument creating the trust.
31 (b) In addition to the deductions allowable under other sections
32 of this chapter, trustees or other fiduciaries may deduct (1) from
33 the income taxable under section four a proper am ount for the
34 amortization, according to any approved method, of premiums
35 paid upon bonds owned by them, the income of which is taxable
36 under said section and (2) from income taxable under section four
37 before the income of the beneficiaries shall finally be determined:
38 (A) such proportion of the following items paid within the year
39 as the amounts of income taxable under said subsection bear to
40 the total income received by the fiduciary from all sources, (i)
41 amounts paid for rental of safe deposit boxes; and (ii) amounts
42 paid for premiums on surety bonds of the fiduciary; and (B) the
43 compensation actually paid during the year to the fiduciary upon
44 such income taxable under section four as is payable to or
45 accumulated for inhabitants of the commonwealth , or for unborn
46 or unascertained persons with uncertain interests, to an am ount
47 not exceeding seven pre cent of such income subject to taxation.
48 (c) The provisions of subsections (a) and (b) of this section shall
49 apply to guardians and conservators appointed by a
50 Massachusetts court; trustees under the will of a person who died
51 an inhabitant of the commonwealth; and trustees under a trust
52 created by a person or persons, any one of whom  was an
53 inhabitant of the commonwealth at the time of the creation of the
54 trust or at any time during the year for which the income is
55 computed, or who died an inhabitant of the commonwealth, any
56 one of which trustees or other fiduciaries is an inhabitant of the
57 commonwealth; provided, however, that said provisions shall not
58 apply to trustees of pooled income funds, as defined in section six
59 hundred and forty-two (c)(5) of the Code, or to trustees of
60 charitable remainder annuity trusts or charitable remainder
61 unitrusts, as defined in section six hundred and sixty-four (d) of
62 the Code.
63 (d) Income received by estates held in trust by trustees or other
64 fiduciaries, other than  the trustees and fiduciaries described in
65 subsection (c) of this section, which income would be subject to
66 taxation under section five A if received by a nonresident, shall be



67 taxed at the same rate and in the same manner as is provided in
68 section five A, and subject to the same exemptions and
69 deductions.

1 SECT IO N  4. Said chapter 62 is hereby further amended by
2 striking out section 12A, as most recently amended by section 5 of
3 chapter 723 of the acts of 1973, and inserting in place thereof the
4 following section: -
5 Section  12A . For any beneficiary whose exemptions provided
6 under clauses one, two, three, and four of paragraph (b) of
7 section three exceed said beneficiary’s income subject to taxation
8 for the preceding calendar year, a fiduciary may, upon
9 application by such beneficiary, claim an exemption in the

10 am ount of such excess. In the event an inhabitant of the
11 com m onwealth is a beneficiary of more than  one fiduciary, the
12 aggregate of the exemptions allowable against said inhabitant’s
13 shares of income from all fiduciaries shall not exceed the amount
14 by which said inhabitant's  exemptions allowable under clauses
15 one, two, three, and four of paragraph  (b) of section three exceed
16 the am ount of said inhabitan t’s income subject to taxation for the
17 preceding calendar year.

1 SECT IO N  5. Subsection (c) of section 17 of said chapter 62 is
2 hereby am ended by striking out paragraph (1), as amended by
3 section 6 of said chapter 723, and inserting in place thereof the
4 following paragraph:
5 (1) the offset against interest and dividends and the carryover
6 on account of net capital loss provided in clause one of subsection
7 (b) of section two; (2) the exemptions provided in section five and
8 clauses one, two, three, and four of paragraph  (b) of section three;
9 (3) the credit for taxes provided in subsection (a) of section six to 

10 the extent that such taxes are assessed to the partners in their 
1 1 individual capacities, but such credit shall be allowed to the
12 partners in their individual returns, (4) the credits provided in
13 subsection (b) of section six, and (5) the credit provided in
14 subsection (c) o f  section six.

1 SEC TION 6. Said section 17 is hereby further amended by
2 striking out subsection (e), as inserted by section I ofchapter912



3 of the acts of 1973, and inserting in place thereof the following
4 subsection: —
5 (e) A common trust fund which qualifies as such under section
6 five hundred and eighty-four of the Code shall be treated as a
7 partnership for the purposes of taxation  under this chapter. Such
8 partnership shall compute all items of income, loss, deduction or
9 credit without reference to any item of income, loss, deduction or

10 credit of any participating account except that the provisions of
11 section ten shall be applicable to such partnership. No loss of
12 such partnership may be allocated to  any participating account
13 but such loss may be used by the partnership as provided in
14 paragraph (1) of subsection (b) of section two. No participating
15 account deriving income from other sources than such
16 partnership may use any item of income, loss, deduction or credit
17 from such other sources to reduce any income derived from such
18 partnership except as provided in sections twelve and twelve A.

1 SECTION 7. Section eighty-eight of chapter six hundred and
2 eighty four of the acts of nineteen hundred and seventy-five is
3 hereby repealed.

1 SECTION 8. The provisions of this act shall take effect on
2 January first nineteen hundred and seventy-eight and apply to
3 taxable years commencing after December thirty-first nineteen
4 hundred and seventy-six, provided that the voters, in the Biennial
5 state election of nineteen hundred and seventy-six shall have
6 approved an am endm ent to the state constitution repealing
7 Article Forty-four, and empowering the General Court to enact a
8 graduated income tax.




