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By Mr. Sears of Boston, petition of John W. Sears for legislation to reorganize
the income tax structure of the Commonwealth. Taxation.

In the Year One Thousand Nine Hundred and Sixty-Seven.

An Act reorganizing the income tax structure of the

COMMONWEALTH.

1 Section 1. The General Laws are hereby amended by in-
-2 serting after chapter 628 the following chapter:

3

Personal Income Tax4

5 Section 1. (a) A tax at the rate of four per cent is hereby
6 imposed for each taxable year on the Massachusetts taxable
7 income of every individual, estate and trust.
8 ( b ) A partnership as such shall not be subject to tax. Per-
-9 sons carrying on business as partners shall be liable for tax

10 only in their separate or individual capacities
11 (c) An association, trust or other unincorporated organiza-
-12 tion which is taxable as a corporation for federal income tax
13 purposes shall not be subject to tax.
14 (d) A trust or other unincorporated organization which by
15 reason of its purposes or activities is exempt from federal in-
-16 come tax shall be exempt from tax regardless of whether sub-
-17 ject to federal income tax on unrelated business taxable income.
18 Section 2. (a) A taxpayer’s taxable year shall bo the same
19 as his taxable year for federal income tax purposes.
20 (6) If a taxpayer’s taxable year is changed for federal income
21 tax purposes, his taxable year shall be similarly changed. If a
22 taxable year of less than twelve months results from a change

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

Clje Commontoealit of tpaggadjusetts

Chapter 62C
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23 of taxable year, the Massachusetts standard deduction, the
24 Massachusetts personal exemptions and the specific credit shall
25 be prorated under regulations of the commissioner.
26 (c) A taxpayer’s method of accounting shall be the same as
27 his method of accounting for federal income tax purposes. In
28 the absence of any method of accounting for federal income tax
29 purposes, Massachusetts taxable income shall be computed
30 under such method as in the opinion of the commissioner clearly
31 reflects income.
32 (d) (1) If a taxpayer’s method of accounting is changed for
33 federal income tax purposes, his method of accounting for pur-
-34 poses of this chapter shall be similarly changed.
35 (2) If a taxpayer’s method of accounting is changed, other
36 than from an accrual to an installment method, any additional
37 tax which results from adjustments determined to be necessary
38 solely by reason of the change shall not be greater than if such
39 adjustments were ratably allocated and included for the tax-
-40 able year of the change and the preceding taxable years, not in
41 excess of two, during which the taxpayer used the method of
42 accounting from which the change is made.
43 (3) If a taxpayer’s method of accounting is changed from
44 an accrual to an installment method, any additional tax for the
45 year of such change of method and for any subsequent year
46 which is attributable to the receipt of installment payments
47 properly accrued in a prior year, shall be reduced by the portion
48 of tax for any prior taxable year attributable to the accrual of
49 such installment payments, in accordance with regulations of
50 the commissioner.
51 Section 3. (a) A resident individual means an individual:
52 (1) who is domiciled in this state, unless he maintains no
53 permanent place of abode in this state, maintains a permanent
54 place of abode elsewhere, and spends in the aggregate not more
55 than thirty days of the taxable year in this state, or
56 (2) who is not domiciled in this state but maintains a per-
-57 manent place of abode in this state and spends in the aggregate
58 more than 183 days of the taxable year in this state, unless
59 such individual is in the armed forces of the United States
60 during an induction period.
61 (b) A nonresident individual means an individual who is not
62 a resident.
63 (c) A resident estate or trust means:
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(1) the estate of a decedent who at his death was domiciled
in this state,

64
65
66 (2) a trust created by will of a decedent who at his death was

domiciled in this state, or67
68 (3) a trust created by, or consisting of property of, a person

domiciled in this state.69
70 ( d) A nonresident estate or trust means an estate or trust

which is not a resident.71
79 (e) The effect of a change of an individual’s resident status

shall be governed by regulations of the commissioner.73
74 Section 4- (a ) The following credits shall be allowed against

the tax for each taxable vear:lb
76 (1) A credit of twelve dollars and fifty cents for an individual

who is not married and is not the head of a household and is
not a surviving spouse;

II

78
79 (2) A credit of twenty-five dollars for husband and wife,

provided that if their taxes are separately computed (whether
or not on a single form), the credit allowable to each shall be
twelve dollars and fifty cents;

so
81
82

(3) A credit of twenty-five dollars for the head of a house-
hold, or for a surviving spouse.

83
84

( b ) A taxpayer’s marital or other status under this section
shall be the same as his marital or other status for purposes of
establishing the applicable federal income tax rates.

85
86
87

Section 5. Any term used in this chapter shall have the same
meaning as when used in a comparable context in the laws of
the United States relating to federal income taxes, unless a
different meaning is clearly required. Any reference in this
chapter to the laws of the United States shall mean the provi-
sions of the internal revenue code of nineteen hundred and
fifty-four, and amendments thereto, and other provisions of the
laws of the United States relating to federal income taxes, as
the same may be or become effective at any time or from time
to time for the taxable year.

88
89
90
91
92
93
94
95
96
97

Section 6. (a) The Massachusetts taxable income of a resi
dent individual shall be his Massachusetts adjusted gross in
come less his Massachusetts deduction and Massachusetts per
sonal exemptions, as determined under his part.

Ci 98
99

100
101

(1) If the federal taxable income of husband or wife is de-
termined on a separate federal return, their Massachusetts tax-
able incomes shall be separately determined.

102
103
lO4
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105 (2) If the federal taxable income of husband and wife is de-
-106 tcrmined on a joint federal return, or if neither files a federal
107 return:
108 (A) their tax shall be determined on their joint Massachu-
-109 setts taxable income, or
110 (B) separate taxes may be determined on their separate
111 Massachusetts taxable incomes if they so elect and if they
112 comply with the requirements of the commissioner in setting
113 forth information on a single form.
114 (3) If either husband or wife is a resident and the other is a^115 nonresident, separate taxes shall be determined on their separate
116 Massachusetts taxable incomes on such single or separate forms
117 as may be required by the commissioner, unless both elect to
118 determine their joint Massachusetts taxable income as if both
119 were residents.
120 Section 7. (a) The Massachusetts adjusted gross income of a
121 resident individual means his federal adjusted gross income as
122 defined in the laws of the United States for the taxable year,
123 with the modifications specified in this section.
124 (6) There shall be added to federal adjusted gross income:
125 (1) Interest income on obligations of any state other than
126 this state, or of a political subdivision of any such other state
127 unless created by compact or agreement to which this state is a
128 party;
129 (2) Interest or dividend income on obligations or securities
130 of any authority, commission, or instrumentality of the United
131 States, which the laws of the United States exempt from federal
132 income tax but not from state income taxes;
133 (3) Income taxes imposed by this state or any other taxing
134 jurisdiction, to the extent deductible in determining federal
135 adjusted gross income and not credited against federal income
136 tax; and

3S incurred or continued to pur-
securities the income from which
chapter, to the extent deductible*

137 (4) Interest on indebtedne
138 chase or carry obligations or
139 is exempt from tax under this
140 in determining federal adjust ■d gross income
141 (5) Expenses paid or incurred during the taxable year for
142 (A) the production or collection of income which is exempt
143 from tax under this article, or
144 (B) the management, conservation or maintenance of prop- W;
145 erty held for the production of such income, and the amortizable
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146 bond premium for the taxable year on any bond the interest on
which is exempt from tax under this chapter, to the extent that
such expenses and premiums are deductible in determining
federal adjusted gross income.

147
148
149
150 (c) There shall be subtracted from federal adjusted gross

income: —-151
152 (1) Interest income on obligations of the United States and

its possessions to the extent includible in gross income for
federal income tax purposes;

153
154

(2) Interest or dividend income on obligations or securities
of any authority, commission or instrumentality of the United
States to the extent includible in gross income for federal in-
come tax purposes but exempt from state income taxes under
the laws of the United States;

155
156
157
158
159

(3) The portion of any gain, from the sale or other disposition
of property having a higher adjusted basis for Massachusetts
income tax purposes than for federal income tax purposes on
December thirty-first, nineteen hundred and sixty-seven or the
last day of the last fiscal year for which the former income tax
laws imposed tax, that does not exceed such difference in basis;
but if such gain is considered a long-term capital gain for
federal income tax purposes, the modification shall be limited
to fifty per cent of such portion of the gain;

160
161
162
163

A 164
* 165

166
167
168

(4) The amount necessary to prevent the taxation under this
chapter of any annuity or other amount of income or gain which
was properly included in income or gain and was taxable under a
prior income tax law of this state to the taxpayer, or to a
decedent by reason of whose death the taxpayer acquired the
right to receive the income or gain, or to a trust or estate from
which the taxpayer received the income or gain;

169
170
171
172
173
174
175

(5) Interest or dividend income on obligations or securities
to the extent exempt from income tax under the laws of this
state authorizing the issuance of such obligations or securities
but includible in gross income for federal income tax purposes;
and

176
177
178
179

Ci 180
(6) The amount of any refund or credit for overpayment of

income taxes imposed by this state, or any other taxing juris-
diction, to the extent properly included in gross income for
federal income tax purposes.

181
182
183
184

(7) Interest on indebtedness incurred or continued to pur-
chase or carry obligations or securities the income from which

185
18G
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187 is subject to tax under this chapter but exempt from federal
income tax, to the extent that such interest is not deductible
in determining federal adjusted gross income and is attributable
to a trade or business carried on by the taxpayer.

188
189
190

(8) Ordinary and necessary expenses paid or incurred during
the taxable year for

191
192

(A) the production or collection of income which is subject
to tax under this chapter but exempt from federal income tax, or

193
194

(B) the management, conservation or maintenance of prop-
erty held for the production of such income, and the amortizable
bond premium for the taxable year on any bond the interest on
which is subject to tax under this chapter but exempt from
federal income tax, to the extent that such expenses and pre-
miums are not deductible in determining federal adjusted gross
income and are attributable to a trade or business carried on by
the taxpayer.

195
19G
197
198
199
200
201
202

(d) There shall be added to or subtracted from federal ad-
justed gross income (as the case may be) the taxpayer’s share,
as beneficiary of an estate or trust, of the Massachusetts fidu-
ciary adjustment determined under section fourteen.

203
201
205
206

(e) The amounts of modifications required to be made under
this section by a partner, which relate to items of income, gain,
loss or deduction of a partnership, shall be determined under
section twelve.

207
208
209
210

(/) If husband and wife determine their federal income tax
on a joint return but determine their Massachusetts income
taxes separately, they shall determine their Massachusetts ad-
justed gross incomes separately as if their federal adjusted
gross incomes had been determined separately.

211
212
213
214
215

Section 8. The Massachusetts deduction of a resident in-
dividual shall be his Massachusetts standard deduction unless
he elects to deduct his Massachusetts itemized deduction under
the conditions set forth in section ten.

216
217
218
219

Section 9. (a) Aresident individual shall be allowed a Massa-
chusetts standard deduction equal to the amount allowable for
the taxable year as a standard deduction for federal income tax

220
221
999

223 purposes.
(6) If the Massachusetts income taxes of a husband and wife

are separately determined but their federal income tax is de-
termined on a joint return, each of them shall be allowed a

224
225
226
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227 Massachusetts standard deduction equal to the amount which
228 would have been allowable for the taxable year as a standard
229 deduction for federal income tax purposes if their federal in-
-230 come taxes had been determined on separate returns. The ag-
-231 gregate Massachusetts standard deductions of a husband and
232 wife determining their Massachusetts income taxes separately
233 may be taken by either of them or divided between them as
234 they may elect.
235 (c) If an individual’s federal adjusted gross income is greater
236 or less than his Massachusetts adjusted gross income, the
237 Massachusetts standard deduction shall be increased or de-
238 creased, as the case may be by ten per cent of that difference.
239 The increase or decrease shall not raise or lower the Massachu-
240 setts standard deduction beyond the fixed maximum or mini-
241 mum amount which would have applied to the taxpayer for
242 federal income tax purposes if his federal adjusted gross income
243 had equalled the amount of his Massachusetts adjusted gross
244 income.
245 Section 10. (a) If federal taxable income of a resident in-
246 dividual is determined by itemizing deductions from his federal
247 adjusted gross income, he may elect to deduct his Massachu-
248 setts itemized deduction in lieu of his Massachusetts standard
249 deduction. The Massachusetts itemized deduction of a resident
250 individual means the total amount of his deductions from federal
251 adjusted gross income, other than federal deductions for per-
252 sonal exemptions, as provided in the laws of the United States
253 for the taxable year, with the modifications specified in this

255 (b) (1) A husband and wife, both of whom are required to
256 file returns under this article, shall be allowed Massachusetts
257 itemized deductions only if both elect to take Massachusetts
258 itemized deductions.
259 (2) The total of the Massachusetts itemized deductions of a
260 husband and wife whose federal taxable income is determined
261 on a joint return, but whose Massachusetts taxable incomes arc
262 determined separately, may be taken by either or divided be-
263 tween them as they may elect
264 (c) The total amount of deductions from federal adjusted
265 gross income shall be reduced by the amount of such federal
266 deductions for;

254 section.
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267 (1) income taxes imposed by this state or any other taxing
268 jurisdiction;
269 (2) interest on debtedness incurred or continued to purchase
270 or carry obligations or securities the income from which is
271 exempt from tax under this chapter; and
272 (3) ordinary and necessary expenses paid or incurred during
273 the taxable year for
274 (A) the production or collection of income which is exempt
275 from tax under this chapter, or
276 (B) the management, conservation or maintenance of prop-
-277 erty held for the production of such income, and the amortiz-
-278 able bond premium for the taxable year on any bond the
279 interest on which is exempt from tax under this chapter.
280 (d) The total amount of deductions from federal adjusted
281 gross income shall be increased by:
282 (1) interest on indebtedness incurred or continued to pur-
-283 chase or carry obligations or securities the income from which
284 is subject to tax under this chapter but exempt from federal in-
-285 come tax, to the extent that such interest is not deductible for
286 federal income tax purposes and is not subtracted from federal
287 adjusted gross income pursuant to section seven (c) (8); and
288 (2) ordinary and necessary expenses paid or incurred during
289 the taxable year for
290 (a) the production or collection of income which is subject to
291 tax under this chapter but exempt from federal income tax, or
292 (6) the management, conservation or maintenance ofproperty
293 held for the production of such income, and the amortizable
294 bond premium for the taxable year on any bond the interest
295 on which is subject to tax under this chapter but exempt from
296 federal income tax, to the extent that such expenses and pre-
-297 miums are not deductible in determining federal adjusted gross
298 income and are not subtracted from federal adjusted gross in-
-299 come pursuant to section seven (c) (9).
300 (c) The amounts of modifications under subsections (c) or
301 (d) required to be made by a partner with respect to items of
302 deduction of a partnership shall be determined under section
303 twelve.
304 Section 11. (a) A resident individual shall be allowed a
305 Massachusetts exemption of six hundred dollars for each ex-
-306 emption for which he is entitled to a deduction for the taxable
307 year for federal income tax purposes.
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308 ( b) If the Massachusetts income taxes of a husband and wife
are separately determined but their federal income tax is de-
termined on a joint return, each of them shall be separately
entitled to a Massachusetts exemption of six hundred dollars
for each federal exemption to which he would be separately
entitled for the taxable year if their federal income taxes had
been determined on separate returns.

309
310
311
312
313
314
315 Section 12. (a) In determiningMassachusetts adjusted gross

income and Massachusetts taxable income of a resident partner,
any modification described in subsections ( b ), (c) or (d) of sec-
tion seven, or subsections (c) or (d) of section ten, which relates
to an item of partnership income, gain, loss or deduction shall
be made in accordance with the partner’s distributive share,
for federal income tax purposes, of the item to which the
modification relates. Where a partner’s distributive share of

316
317
318«Wl
319
320
m
322

any such item is not required to be taken into account sepa-
rately for federal income tax purposes, the partner’s distributive324

determined in accordance with his
il income tax purposes, of partner-
generally.

share of such item shall 13ZO

326 distributive share, for feder
* 327 shin taxable income nr loss327 ship taxable income or 1

328 (6) Each item of partner hip income, gain, loss, or deduction
er for a partner under this chaptershall have the same char;'9

is for federal income ta purposes. Where an item is not
ome tax purposes, it shall have the

0

characterized for federal in331
332 same character for a partner as if realized directly from the
333 source from which realized by the partnership or incurred in

the same manner as incurred by the partnership.334
335 (c) Where a partner’s distributive share of an item of part-
336 nership income, gain, loss or deduction is determined for federal
337 income tax purposes by special provision in the partnership

agreement with respect to such item, and where the principal338
purpose of such provision is the avoidance or evasion of tax339
under this chapter, the partner’s distributive share of such340
item, and any modification required with respect thereto, shall341
be determined as if the partnership agreement made no special342C' provision with respect to such item.343

Section 13. The Massachusetts taxable income of a resident344
estate or trust means its federal taxable income as defined in the345
laws of the United States for the taxable year, with the follow-346
ing modifications:347I (1) There shall be subtracted the modifications described in348
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349 (3) and (4) of subsection (c) of section seven, with respect to
350 gains from the sale or other disposition of property, to the
351 extent such gains are excluded from federal distributable net
352 income of the estate or trust.
353 (2) There shall be added or subtracted (as the case may be)
354 the share of the estate or trust in the Massachusetts fiduciary
355 adjustment determined under section fourteen.
356 Section 14- (a ) An adjustment shall be made in determining
357 Massachusetts taxable income of a resident estate or trust un-
-358 der section thirteen, or Massachusetts adjusted gross income
359 of a resident beneficiary of any estate or trust under subsection
360 (d) of section seven in the amount of the share of each in the
361 Massachusetts fiduciary adjustment as determined in this
362 section.
363 (5) The Massachusetts fiduciary adjustment shall be the net
364 amount of the modification described in section seven (includ-
-365 ing (d) if the estate or trust is a beneficiary of another estate
366 or trust), and in subsections (c) and (d) of section ten, which
367 relate to items of income, gain, loss or deduction of an estate
368 or trust. The net amount of such modifications shall not in-
-369 elude any modification described in subsection (c) (4) and (c) (5)
370 of section seven, with respect to gains from the sale or other
371 disposition of property, to the extent such gains are ex-
-372 eluded from federal distributable net income of the estate or
373 trust.
374 (c) (1) The respective shares of an estate or trust and its
375 beneficiaries (including, solely for the purpose of this allocation,
376 nonresident beneficiaries) in the Massachusetts fiduciary ad-
-377 justment shall be in proportion to their respective shares of
378 federal distributable net income of the estate or trust.
379 (2) If the estate or trust has no federal distributable net
380 income for the taxable year, the share of each beneficiary in
381 the Massachusetts fiduciary adjustment shall be in proportion
382 to his share of the estate or trust income for such year, under
383 local law or the governing instrument, which is required to be
384 distributed currently and any other amounts of such income
385 distributed in such year. Any balance of the Massachusetts
386 fiduciary adjustment shall be allocated to the estate or trust.
387 (d) The commissioner may by regulation establish such other
388 method or methods of determining to whom the items compris-



1967.] HOUSE No. 2692. 11

I

389 ing the fiduciary adjustment shall be attributed, as may be ap-
propriate and equitable. Such method may be used by the
fiduciary in his discretion whenever the allocation of the fidu-
ciary adjustment pursuant to subsection (c) would result in an
inequity which is substantial both in amount and in relation
to the amount of the fiduciary adjustment.

390
391
392
393
394
395 Section 15. (a) Aresident beneficiary of a trust whose Massa-

chusetts adjusted gross income includes all or part of an ac-
cumulation distribution by such trust, as defined in section 665
of the internal revenue code, shall be allowed a credit against
the tax otherwise due under this chapter for all or a proportion-
ate part of any tax paid by the trust under this chapter or prior
income tax law of this state for any preceding taxable year
which would not have been payable if the trust had in fact
made distributions to its beneficiaries at the times and in the
amounts specified in section 666 of the internal revenue code.

396
397
398
399
400
401
402
403
404

(b ) The credit under this section shall not reduce the tax
otherwise due from the beneficiary under this chapter to an
amount less than would have been due if the accumulation dis-
tribution or his part thereof were excluded from his Massachu-
setts adjusted gross income.

405
406
407
408
409

Section 16. (a) A resident shall be allowed a credit against
the tax otherwise due under this chapter for any income tax
imposed for the taxable year by another state of the United
States, a political subdivision of such state or by the District
of Columbia, upon income both derived therefrom and sub-
ject to tax under this chapter.

410
411
412
413
414
415

(1) The credit under this section shall not exceed the per-
centage of the tax otherwise due under this chapter be deter-
mined by dividing the portion of the taxpayer’s Massachusetts
income subject to taxation by such other jurisdiction by the
total amount of the taxpayer’s Massachusetts income.

416
417
418
419
420

(2) The credit under this section shall not reduce the tax
otherwise due under this chapter to an amount less than would
have been due if the income subject to taxation by such other
jurisdiction were excluded from the taxpayer’s Massachusetts

421
422
423
424
425 income

c) For purposes of this section Massachusetts income means:426
1) the Massachusetts adjusted gross income of an individual427

428 or

the amount of the income of an estate or trust, determined4:29
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430 as if the estate or trust were an individual computing his
431 Massachusetts adjusted gross income under section seven.
432 Section 17. (a) The Massachusetts taxable income of a non-
-433 resident individual shall be his Massachusetts adjusted gross
434 income less his Massachusetts deduction and Massachusetts
435 personal exemptions, as determined under this part.
436 ( b ) (1) If the federal taxable income of husband or wife,
437 both of whom are nonresidents, is determined on a separate
438 federal return, their Massachusetts taxable incomes shall be
439 separately determined.
440 (2) If the federal taxable income of husband and wife, both
441 of whom are nonresidents, is determined on a joint federal re-
-442 turn, or if neither files a federal return:
443 (A) their tax shall be determined on their joint Massachu-
-444 setts taxable income, or
445 (B) separate taxes may be determined on their separate
446 Massachusetts taxable incomes if they so elect and if they
447 comply with the requirements of the commissioner in setting
448 forth information on a single form.
449 (3) If either husband or wife is a resident and the other is a
450 nonresident, separate taxes shall be determined on their sepa-
-451 rate Massachusetts taxable incomes on such single or separate
452 forms as may be required by the commissioner, unless both
453 elect to determine their joint Massachusetts taxable income as
454 if both were residents.
455 Section 18. (a) The Massachusetts adjusted gross income of
456 a nonresident individual shall be the sum of the following:
457 (1) The net amount of items of income, gain, loss, and de-
-458 duction entering into lois federal adjusted gross income, as de-
-459 fined in the laws of the United States for the taxable year, de-
-460 rived from or connected with Massachusetts sources, including:
461 (A) his distributive share of partnership income, gain, loss
462 and deduction, determined under section twenty-three, and
463 (B) his share of estate or trust income, gain, loss and deduc-
-464 tion, determined under section twenty-five; and
465 (2) The portion of the modifications described in subsections
466 (6) and (c) of section seven which relate to income derived from
467 Massachusetts sources (including any modifications attrib-
-468 utable to him as a partner).
469 (h) (1) Items of income, gain, loss and deduction derived
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470 from or connected with Massachusetts sources shall be those
items attributable to;471

472 (A) the ownership of any interest in real or tangible personal
property in this state; or473

474 (B) a business, trade, profession or occupation carried on in
this state.475

476 (2) Income from intangible personal property, including an-
nuities, dividends, interest, and gains from the disposition of
intangible personal property, shall constitute income derived
from Massachusetts sources only to the extent that such in-
come is from property employed in a business, trade, profession,
or occupation carried on in this state.

477
478
479
480
481

(3) Deductions with respect to capital losses, net long-term
capital gains and net operating losses shall be based solely on
income, gain, loss and deduction derived from or connected
with Massachusetts sources, under regulations of the commis-
sioner, but otherwise shall be determined in the same manner
as the corresponding federal deductions.

482
483
484
485
486
487

(4) For a nonresident individual who is a shareholder of a
corporation which is an electing small business corporation for
federal income tax purposes

488
489
i9O

(A) undistributed taxable income of such corporation shall
not constitute income or gain derived from Massachusetts

491
192
193 sources; and

(B) a net operating loss of such corporation shall not con-
stitute a loss or deduction derived from or connected with

194
495

Massachusetts source196
(c) If a business, trade, profession or occupation is carried

on partly within and partly without this state, as determined
under regulations of the commissioner, the items of income,
gain, loss and deduction derived from or connected with Massa-
chusetts sources shall be determined by apportionment and
allocation under such regulations.

i97
498
499
500
501
502

(d) A nonresident, other than a dealer holding property pri-
marily for sale to customers in the ordinary course of his trade
or business, shall not be deemed to carry on a business, trade,
profession or occupation in this state solely by reason of the
purchase and sale of property for his own account.

503
504
505
50G
507

(e) Compensation paid by the United States for service in
the armed forces of the United States, performed during an in-

508
509
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510 duction period by an individual not domiciled in this state,
511 shall not constitute income derived from Massachusetts sources.
512 (/) If husband and wife determine their federal income tax
513 on a joint return but determine their Massachusetts income
514 taxes separately, they shall determine their Massachusetts ad-
-515 justed gross incomes separately as if their federal adjusted gross
516 incomes had been determined separately.
517 Section 19. The Massachusetts deduction of a nonresident
518 individual shall be his Massachusetts standard deduction unless
519 he elects to deduct his Massachusetts itemized deduction under
520 the conditions set forth in section twenty-one.
521 Section 20. The Massachusetts standard deduction of a non-
-522 resident individual shall be equal to the amount allowable for
523 the taxable year as a standard deduction for federal income tax
524 purposes, subject to the special limit set forth in section nine (c).
525 The Massachusetts standard deduction of a nonresident hus-
-526 band or wife shall be determined under the rules of section
527 nine (6).
528 Section 21. (a) If federal taxable income of a nonresident in-
-529 dividual is determined by itemizing deductions from his federal
530 adjusted gross income, he may elect to deduct his Massachu-
-531 setts itemized deduction in lieu of his Massachusetts standard
532 deduction.
533 (b ) (1) A husband and wife, both of whom are required to file
534 returns under this chapter, shall be allowed Massachusetts
535 itemized deductions only if both elect to take Massachusetts
536 itemized deductions.
537 (2) The total of the Massachusetts itemized deductions of a
538 husband and wife whose federal taxable income is determined
539 on a joint return but whose Massachusetts taxable incomes are
540 determined separately may be taken by either or divided be-
-541 tween them as they may elect.
542 (c) (1) The Massachusetts itemized deduction of a nonresi-
-543 dent individual shall, except as provided in subsection id), be
544 the same as for a resident individual determined under section
545 ten, except that if
546 (A) his Massachusetts adjusted gross income determined
547 under section eighteen as a nonresident is exceeded by
548 (B) the Massachusetts adjusted gross income he would be
549 required to report under section seven if he were a resident, by
550 more than one hundred dollars, his Massachusetts itemized de-
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551 duction shall be limited by the percentage which (A) is of (B).
552 (2) For a husband and wife whose federal taxable income is
553 determined on a joint return but whose Massachusetts taxable
554 incomes are determined separately on a single form, the limita-
-555 tion under paragraph (1) of this subsection shall be determined
556 by reference to
557 (A) the total of their Massachusetts adjusted gross incomes
558 determined as nonresidents and
559 (B) the joint Massachusetts adjusted gross income they would
560 be required to report if both were residents determining their
561 tax on their joint Massachusetts taxable income.
562 Section 22. A nonresident individual shall be allowed the
563 same Massachusetts exemptions as are allowed by section
564 eleven to a resident individual.
565 Section 23. (a) (1) In determining Massachusetts adjusted
566 gross income of a nonresident partner of any partnership, there
567 shall be included only the portion derived from or connected
568 with Massachusetts sources of such partner’s distributive share
569 of items of partnership income, gain, loss and deduction enter-
-570 ing into his federal adjusted gross income, as such portion shall
571 be determined under regulations of the commissioner consistent
572 with the applicable rules of section eighteen.
573 (2) If a nonresident partner of any partnership elects to de-
-574 duct his Massachusetts itemized deduction under section
575 twenty-one, in determining his Massachusetts taxable income,
576 there shall be attributed to him his distributive share ofpartner-
-577 ship items of deduction from federal adjusted gross income
578 which are deductible by him under subsection (c) or (d) of sec-
-579 tion twenty-one, whichever is applicable.
580 ( b ) In determining the sources of a nonresident partner’s in-
-581 come, no effect shall be given to a provision in the partnership
582 agreement which
583 (1) characterizes payments to the partner as being for services
584 or for the use of capital, or
585 (2) allocates to the partner, as income or gain from sources
586 outside Massachusetts, a greater proportion of his distributive
587 share of partnership income or gain than the ratio of partner-
-588 ship income or gain from sources outside Massachusetts to
589 partnership income or gain from all sources, except as authorized
590 in subsection (d), or
591 (3) allocates to the partner a greater proportion of a partner-
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592 ship item of loss or deduction connected with Massachusetts
593 sources than his proportionate share, for federal income tax
594 purposes, of partnership loss or deduction generally, except as
595 authorized in subsection (d).
596 (c) Any modification described in subsection (6) or (c) of
597 section seven, which relates to an item of partnership income,
598 gain, loss or deduction, shall be made in accordance with the
599 partner’s distributive share for federal income tax purposes of
600 the item to which the modification relates, but limited to the
601 portion of such item derived from or connected with Massachu-
-602 setts sources.
603 (d) The commissioner may, on application, authorize the use
604 of such other methods of determining a nonresident partner’s
605 portion of partnership items derived from or connected with
606 Massachusetts sources, and the modifications related thereto,
607 as may be appropriate and equitable, on such terms and con-
-608 ditions as he may require.
609 ( e) (1) A nonresident partner’s distributive share of items
610 shall be determined by subsection (a) of section twelve.
611 (2) The character of partnership items for a nonresident
612 partner shall be determined under subsection (5) of section
613 twelve.
614 (3) The effect of a special provision in a partnership agree-
-615 ment (other than a provision referred to in subsection (5) of this
616 section) having the principal purpose of avoidance or evasion
617 of tax under this chapter shall be determined under subsec-
-618 tion (c) of section twelve.
619 Section 21+. (a) The Massachusetts taxable income of a non-
-620 resident estate or trust shall be determined as follows:
621 (1) There shall be determined its share of income gain, loss
622 and deduction from Massachusetts sources under section
623 twenty-five (relating to items entering into the definition of
624 distributable net income).
625 (2) There shall be added or subtracted (as the case may be)
626 the amount derived from or connected with Massachusetts
627 sources of any income, gain, loss and deduction recognized for
628 federal income tax purposes but excluded from the definition of
629 federal distributable net income of the estate or trust. The
630 source of such income, gain, loss and deduction shall be de-
-631 termined in accordance with the applicable rules of section
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632 eighteen and subsection (d) of section twenty-one as in the
case of a nonresident individual.633

634 (3) There shall be added or subtracted (as the case may be)
the amount of any modifications described in subsection (b) (6)
and in paragraphs (4), (5) and (10) of subsection (c) of section
seven with respect to income or gain referred to in paragraph
(2) of this subsection.

635
636
637
638
639 (4) There shall be subtracted the amount of six hundred

dollars as a Massachusetts exemption.640
(b) Deductions with respect to capital losses, net long-term

capital gains and net operating losses shall be based solely on
income, gains, losses and deductions derived from or connected
with Massachusetts sources, under regulations of the commis-
sioner but otherwise determined in the same manner as the
corresponding federal deductions.

641
642
643
644
645
646
647 Section 25. (a) The share of a nonresident estate or trust

under paragraph (1) of subsection (a) of section twenty-four,
and the share of a nonresident beneficiary of any estate or trust
under section eighteen, in estate or trust income, gain, loss and
deduction from Massachusetts sources shall be determined as
follows:

648
649
650
651
652

(1) There shall be determined the items of income, gain, loss
and deduction, derived from or connected with Massachusetts
sources, which enter into the definition of federal distributable
net income of the estate or trust for the taxable year (including
such items from another estate or trust of which the first estate
or trust is a beneficiary). Such determination of source shall
be made in accordance with the applicable rules of section
thirty-two and subsection (d) of section twenty-one as in the
case of a nonresident individual.

653
654
655
656
657
658
659
660
661

(2) There shall be added or subtracted (as the case may be)
the modifications described in subsections (b) and (c) of section

662
663

seven, to the extent relating to items of income, gain, loss and
deduction, derived from or connected with Massachusetts
sources, which enter into the definition of federal distributable
net income (including such items from another estate or trust
of which the first estate or trust is a beneficiary). No modifica-
tion shall be made under this subsection which has the effect of
duplicating an item already reflected in the definition of federal
distributable net income.

664
665
666
667
668
669
670
671
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672 (A) The amounts determined under paragraphs (1) and (2)
673 shall be allocated among the estate or trust and its beneficiaries
674 (including, solely for the purpose of this allocation, resident
675 beneficiaries) in proportion to their respective shares of federal
676 distributable net income.
677 (B) The amounts so allocated shall have the same character
678 under this chapter as for federal income tax purposes. Where
679 an item entering into the computation of such amounts is not
680 characterized for federal income tax purposes, it shall have the
681 same character as if realized directly from the source from
682 which realized by the estate or trust, or incurred in the same
683 manner as incurred by the estate or trust.
684 (5) (1) If the estate or trust has no federal distributable net
685 income for the taxable year, the share of each beneficiary (in
686 eluding, solely for the purpose of this allocation, resident bene
687 ficiaries) in the net amount determined under paragraphs (1)
688 and (2) of subsection (a) shall be in proportion to his share of
689 the estate or trust income for such year, under local law or the
690 governing instrument, which is required to be distributed cur-
691 rently and any other amounts of such income distributed in
692 such year. Any balance of such net amount shall be allocated
693 to the estate or trust.
694 (2) The commissioner may by regulation establish such other
695 method or methods of determining the respective shares of the
696 beneficiaries and of the estate or trust in its income derived from
697 Massachusetts sources, and in the modifications related thereto
698 as may be appropriate and equitable. Such method may be
699 used by the fiduciary in his discretion whenever the allocation
700 of such respective shares under subsection (a) or paragraph (1)
701 of subsection (b) would result in an inequity which is substantial
702 both in amount and in relation to the total amount of the
703 modifications referred to in paragraph (2) of subsection (a).
704 Section 26. A nonresident beneficiary of a trust whose
705 Massachusetts adjusted gross income includes a part of an ac-
706 cumulation distribution by such trust, as defined in section 665
707 of the internal revenue code, shall be allowed a credit against
708 the tax otherwise due under this chapter, computed in the same
709 manner and subject to the same limitation as provided by sec-
710 tion fifteen with respect to a resident beneficiary.
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1 Section 2. This act shall take effect immediately but
2 (1) the provisions of Chapter sixty-two Cof the General
3 Laws as added by this act shall apply only with respect to
4 taxable years ending on or after December thirty-first, nineteen
5 hundred and sixty-eight, and with respect to taxable periods of
6 less than a year ending in nineteen hundred and sixty-seven, and
7 (2) the provisions of Chapter sixty-two and Chapter sixty-
-8 two A insofar as they define the amount of tax due shall cor-
-9 respondingly cease to apply, but insofar as they define return

10 requirements, information at source, assessment and adminis-
-11 tration, collection, abatements, constitutionality, and penalties,
12 they shall continue to apply both to the taxes due under such
13 chapters sixty-two and sixty-two A but also under Chapter
14 sixty-two C, hereby enacted, and
15 (3) the provisions of Chapter sixty-three B relative to with-
-16 holding of taxes on wages and declaration of estimated income
17 tax shall continue in effect and apply to the taxes levied under
18 chapters sixty-two, sixty-two A, and sixty-two C.

1 Section 3. No return shall be required to be filed under
2 Chapter sixty-two C prior to April fifteenth, nineteen hundred
3 and sixty-nine.

1 Section 4. If any part, subdivision or section of Chapter
2 sixty-two C be declared unconstitutional, the validity of its
3 remaining provisions shall not be affected thereby.
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