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(Similar Matter Filed During Previous Session —See House, No. 6219.)

By Mr. Schlosstein, a petition (accompanied by bill, Senate, No. 1315) of
Frederic W. Schlosstein, Jr., and another for legislation to make certain
corrective changes in the tax laws of the Commonwealth. Taxation.

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

An Act making certain corrective changes in the
TAX LAWS OF THE COMMONWEALTH.

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

1 Section 1. Clause twenty-eighth of section sof chapter
2 59 of the General Laws is hereby repealed.

1 Section 2. Chapter 62 of the General Laws is hereby
2 amended by striking out sections 1 to 8, inclusive, as most
3 recently amended by section 5 of chapter 555 of the acts of
4 1971, and inserting in place thereof the following sections:
5 Section 1. When used in this chapter the following words or
6 terms shall, unless the context indicates otherwise, have the
7 following meanings:
8 (a) “Commissioner”, the commissioner of corporations and
9 taxation.

10 (b) “Commission”, the state tax commission.
11 (c) “Code”, the Internal Revenue Code of the United States,
12 as amended on January first, nineteen hundred and seventy-one.
13 (d) “Federal gross income”, gross income as defined under
14 the Code.
15 (e) As used in this chapter, the word “dividend” shall mean
16 any distribution of property made by a corporation, partner-
-17 ship, association or trust, the beneficial interest in which is
18 represented by transferable shares, to its shareholder—(l)
19 out of its accumulated earning and profits, or (2) out of its
20 earnings and profits of the year in which such dividend is paid,
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21 computed as of the close of such year without diminution by
22 reason of any distributions made during such year, without
23 regard to the amount of the earnings and profits at the time
24 the distribution was made.
25 Every distribution is made out of earnings and profits to the
26 extent thereof, and from the most recently accumulated earn-
-27 ings and profits. Earnings and profits, as used herein, mean
28 the earnings and profits shown by the books of the corpora-
-29 tion or other entity making the distribution.
30 (f) “Resident” or “inhabitant”, any natural person domiciled
31 in the commonwealth. The word “non-resident” shall mean any
32 natural person whose domicile is outside the commonwealth.
33 (g) The determination of whether the taxpayer is married
34 shall be made as of the close of his taxable year, except that if
35 his spouse dies during his taxable year such determination
36 shall be made as of the time of such death. An individual
37 legally separated from his spouse under a decree of divorce or
38 of separate maintenance shall not be considered as married.
39 (h) “Taxable year” shall have the same meaning as in the
40 Code, except as otherwise provided in section sixty-two of this
41 chapter.
42 (i) “Interest” shall have the same meaning as in Code
43 section one hundred and sixty-three (including all amounts
44 treated as interest by virtue of the operation of any other
45 Code sections, including, without limitation, Code section four
46 hundred and eighty-three, and including any amount required
47 to be included currently in income under Code sections four
48 hundred and fifty-four or one thousand two hundred and
49 thirty-two (a) (3) ).

50 (j) “Corporate trust” means any partnership, association or
51 trust, the beneficial interest of which is represented by trans-
-52 ferable shares.
53 (k) “Net Capital gain” means the excess of all capital gains
54 over all capital losses recognized during the year; and “net
55 capital loss” means the excess of all capital losses over all
56 capital gains recognized during the year. The term “capital
57 gain” means any item of federal gross income (modified as
58 required by section seven) which is, or is treated as being, de-
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59 rived from the sale or exchange of a capital asset under the
60 Code. The term “capital loss” means any item of loss allow-
-61 able under section one hundred and sixty-five of the Code in
62 computing taxable income and arising from the sale, exchange,
63 or other disposition of property but only if, had such sale,
64 exchange or other disposition resulted in a gain, such gain
65 would have been capital gain in whole or in part; provided
66 however, that the term “capital loss” does not include any
67 item the deduction of which is, or but for some other section
68 would be, prohibited by section two hundred and sixty-two of
69 the Code.
70 (1) “Trade or business” has the same meaning as in section
71 sixty-two of the Code.
72 Section 2. (a) Massachusetts gross income shall be the fed-
-73 eral gross income (modified as required by section seven) with
74 the following further modifications:
75 (1) The items to be added thereto are:
76 (A) Interest on governmental obligations excluded under
77 section one hundred and three of the Code, other than interest
78 from any such obligation issued by the commonwealth, any
79 political subdivision thereof, or any agency or instrumentality
80 of either of the foregoing, which is exempt from taxation
81 under clause thirty-fifth of section five of chapter fifty-nine
82 or any other provision of law.
83 (B) The dividends excluded under section one hundred and
84 sixteen of the Code.
85 (C) Earned income from foreign sources excluded under
86 section nine hundred and eleven.
87 (D) Contributions for annuity contracts excluded under
88 section four hundred and three (b) of the Code to the extent
89 that such contributions were made pursuant to a salary re-
-90 duction agreement authorized under said section and were not
91 required under a retirement program of the employer.
92 (E) Amounts excluded under Subchapter S of the Code.
93 (2) The items to be deducted therefrom are:
94 (A) Interest on obligations of the United States to the
95 extent included in federal gross income.
96 (B) Amounts included in federal gross income under Sub-
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97 chapter S of the Code.
98 (C) Income received from any trustee or other fiduciary,
99 which income is taxable under this chapter to the trustee or

100 other fiduciary.
101 (D) Dividends received from a corporate trust subject to
102 taxation under this chapter to the extent that such dividends
103 are exempt from taxation under section eight of this chapter.
104 (E) Income from a contributory annuity, pension, endow-
-105 ment or retirement fund of the United States government or
106 the commonwealth or any political subdivision thereof, to any
107 of which the employee has contributed.
108 (F) Income from annuity contracts described in section
109 four hundred and three (b) of the Code until an aggregate
110 amount of such income has been deducted under this sub-
-111 paragraph equal to the aggregate of all amounts previously
112 added to federal gross income under section two (a) (1) (D)
113 or other comparable sections.
114 (b) Massachusetts gross income shall be divided into two
115 classes:
116 (1) Part A gross income shall be the total interest, dividends
117 and net capital gain, included in Massachusetts gross income,
118 other than;
119 (A) Interest and dividends from savings deposits, savings
120 accounts, share or share savings accounts in any savings or
121 cooperative bank, trust company or credit union incorporated
122 in or chartered by the commonwealth; in any national banking
123 association, federal savings or loan association or federal credit
124 union located in the commonwealth; in any banking company
125 or Morris Plan company subject to chapter one hundred and
126 seventy-two A; in any savings or loan association under the
127 supervision of the commissioner of banks; or in the Massa-
-128 chusetts Hospital Life Insurance Company.
129 (B) Interest from loans made in the course of business by
130 persons subject to the provisions of sections seventy to eighty-
-131 five, inclusive, of chapter one hundred and forty.
132 (2) Part B gross income shall be the remainder of the
133 Massachusetts gross income.
134 (c) Part A adjusted gross income shall be the Part A gross
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135 income less the following deductions:
136 (1) Any excess of the deductions allowable under subsection
137 (d) below over the Part B gross income; but the amount
138 deductible under this paragraph shall not exceed the amount
139 of Part A gross income which is effectively connected with
140 the active conduct of a trade or business of the taxpayer.
141 (2) The net capital loss or one thousand dollars, whichever

|142 is smaller, shall be applied against any interest and dividends
143 taxable under this subsection. Any excess of such net capital
144 loss shall be applied to reduce the net capital gain of the tax-
145 payer and one thousand dollars of interest and dividends tax-
146 able under this subsection in each of the five succeeding tax-
147 able years to the extent that such amount exceeds the total of
148 any net capital gain and one thousand dollars of interest and
149 dividends taxable under this subsection of any taxable year
150 intervening between the taxable year in which the net capital
151 loss arose and such succeeding taxable year.
152 (d) Part B adjusted gross income shall be the Part B gross
153 income less the deductions allowable under sections sixty-two
154 and four hundred and four (without regard to section two
155 hundred and sixty,five) of the Code, provided, however, the
156 following deductions shall not be allowed:
157 (1) The deduction for long-term capital gains allowed by
158 section one thousand two hundred and two of the Code.
159 (2) The deductions allowed to life tenants and income bene-
160 ficiaries by paragraph six of section sixty-two of the Code,
161 insofar as such deductions are allowed to a trust or estate
162 subject to taxation under this chapter.
163 (3) The deduction for moving expenses allowed by section
164 two hundred and seventeen of the Code to the extent that such

T65 expenses relate to moving to a new principal place of work
*166 where the income from such work is not subject to taxation
167 in the commonwealth.
168 (4) Any deduction allowed by Subchapter Sof the Code.
169 (5) Any deduction relating or allocable to any income not
170 includable in Massachusetts gross income, or a proportionate
171 part of any deduction which is in part so relating or allocable.
172 (6) Any net operating loss deduction allowed by section one
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173 hundred and seventy-two of the Code.
174 (e) The Part A taxable income shall be the Part A adjusted
175 gross income less the deductions and exemptions allowable
176 under Section three A of this chapter.
177 (f) The Part B taxable income shall be the Part B adjusted
178 gross income less the deductions and exemptions allowable
179 under Section three B of this chapter.
180 Section 3A. In determining the Part A taxable income, the^
181 Part A adjusted gross income shall be reduced by the following
182 deductions and exemptions.
183 (a) There shall be deducted from the Part A adjusted gross
184 income in determining the Part A taxable income:
185 (1) Such net amount of the Part A adjusted gross income
186 of trustees or other fiduciaries subject to taxation under sec-
-187 tions nine or ten of this chapter as is payable to or accumu-
-188 lated for persons not inhabitants of the commonwealth to the
189 extent that such income would not be subject to taxation under
190 section five A of this chapter if received by a non-resident.
191 (2) Such net amount of the Part A adjusted gross income
192 of trustees, executors or administrators as is pursuant to the
193 terms of the will, deed or other instrument governing the
194 estate or trust currently payable or irrevocably set aside for
195 public charitable purposes, or to or for the benefit of any
196 organization or organizations established and operated exclu-
-197 sively for charitable purposes.
198 (b) An exemption shall be allowed under this section equal
199 to the amount by which the total exemptions allowable under
200 section three B of this chapter exceed the Part B adjusted
201 gross income less the deductions allowable under section three
202 B (a) of this chapter. No exemption shall be allowed here-
-203 under to any married person unless a joint return is filed.
204 Section SB. In determining the Part B taxable income, the 4'
205 Part B adjusted gross income shall be reduced by the follow-
-206 ing deductions and exemptions:
207 (a) There shall be deducted from the Part B adjusted gross
208 income in determining the Part B taxable income:
209 (1) Such net amount of the Part B adjusted gross income
210 of trustees or other fiduciaries subject to taxation under sec-
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tions nine or ten of this chapter as is payable to or accumu-
lated for persons not inhabitants of the commonwealth to the
extent that such income would not be subject to taxation under
section five A of this chapter if received by a non-resident.

211
212
213
214

(2) Such net amount of the Part B adjusted gross income
of trustess, executors or administrators as is pursuant to the
terms of the will, deed or other instrument governing the estate
or trust currently payable or irrevocably set aside for public
charitable purposes, or to or for the benefit of any organization
or organizations established and operated exclusively for chari-
table purposes.

215
216
217

1218
219
220
221
222 (3) Taxes paid to the United States under the provisions

of the Federal Insurance Contributions Act or the Federal
Railroad Retirement Act.

223
224

(4) All sums deducted from wages as contributions to an
annuity, pension, endowment or retirement fund of the United
State government, the commonwealth or any political sub-
division thereof, and any income from a contributory annuity,
pension, endowment or retirement fund of the United States
government or the commonwealth or any political subdivision
thereof, to any of which the employee has contributed, or any
income from a contributory annuity, pension, endowment or
retirement fund of any other state or any political subdivision
thereof, provided that income from any such similar fund
established under the laws of the commonwealth is not subject
to taxation in such other state or political subdivision.

225
226
227
228
229
230
231
232
233
234
235
236
237 (5) All amounts deductible as alimony under section two

hundred and fifteen of the Code.238
239 (6) Interests and dividends in the amount of one hundred

dollars for a single person or a married person filing a separate
return or two hundred dollars for a husband and wife filing a
joint return from savings deposits, savings accounts, shares or
share savings accounts subject to taxation under section two
(b) (2).

240
241

h42
243
244
245 (b) The following exemptions shall be allowable to indi-

viduals against the Part B income:246
247 (1) In the case of a single person,
248 (A) a personal exemption of two thousand dollars,
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249 (b) an additional exemption of two thousand dollars if
250 the taxpayer was totally blind at the close of his taxable year,
251 and
252 (C) an additional exemption of six hundred dollars if
253 the taxpayer had attained the age of sixty-five before the close
254 of his taxable year.
255 (2) In the case of a husband and wife filing a joint return,
256 (A) A personal exemption of two thousand six hundred
257 dollars and an amount, not exceeding two thousand dollars,
258 equal to the earned income, as defined under section nine
259 hundred and eleven (b) of the Code included in Part B gross
260 income of the spouse having the smaller amount of such
261 income.
262 (B) an additional exemption of two thousand dollarsfor
263 each spouse who was totally blind at the close of his taxable
264 year, and
265 (C) an additional exemption of six hundred dollars for
266 each spouse who had attained the age of sixty-five before the
267 close of his taxable year.
268 (3) In the case of a married person filing a separate return,
269 (A) a personal exemption of one thousand dollars,
270 (B) an additional exemption of two thousand dollars if
271 the taxpayer was totally blind at the close of his taxable year,
272 and
273 (C) an additional exemption of six hundred dollars if
274 the taxpayer had attained the age of sixty-five before the close
275 of his taxable year.
276 (4) An exemption of six hundred dollars for each individual
277 who qualifies for exemption as a dependent under section one
278 hundred and fifty-one (e) of the Code.
279 (5) An amount equal to the deduction for medical, dental
280 and other expenses allowed under section two hundred and
281 thirteen of the Code. No exemption shall be allowable under
282 this paragraph to an individual who elects the standard deduc-
-283 tion under section one hundred and forty-one of the Code on
284 his federal income tax return or to one who files a joint federal
285 income tax return with his spouse unless a joint return is also
286 filed under this chapter.
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287 (6) An amount equal to the fees, in excess of three per cent
288 of the Part B adjusted gross income paid within the taxable
289 year to any agency licensed to place children for adoption by
290 the taxpayer on account of the adoption of a minor child.
291 (c) If the taxable year of any person subject to tax under
292 this chapter is a short taxable year, and such short taxable
293 year is not due to the death of such person, any exemption
294 under subsection (b) of this section shall be limited to an
295 amount equal to the exemption otherwise allowable by this
296 section multiplied by a fraction the numerator of which is the
297 number of days in the taxable year and the denominator of
298 which three hundred and sixty-five. If a taxpayer is a non-
-299 resident for all or any part of a taxable year, he shall be
300 allowed exemptions under this section equal to the amount
301 otherwise determined under this section multiplied by a frac-
-302 tion the numerator of which is his Massachusetts gross income
303 and the denominator of which is the amount which would have
304 been his Massachusetts gross income had he been a resident
305 of the commonwealth throughout the taxable year.
306 Section Jf. Residents shall be taxed on their taxable income,
307 non-residents shall be taxed, (to the extent specified in sub-
-308 section five A of this chapter) on their taxable income, and
309 corporate trusts shall be taxed (to the extent specified in
310 subsection eight of this chapter) as follows:
311 (a) The Part A taxable income of the taxable year shall be
312 taxed at the rate of nine percent.
313 (b) The Part B taxable income of the taxable year shall be
314 taxed at the rate of five percent.
315 Sections, (a) Notwithstanding the provisions of section 4of
316 this chapter, taxable income of Part A and Part B shall be
317 exempt from all taxes imposed by this chapter if the total

* 318 income of the taxable year does not exceed three thousand
319 dollars for a single individual or five thousand dollars in the
320 aggregate for a husband and wife. No tax shall be imposed
321 under this chapter which shall reduce such total income below
322 three thousand dollars and five thousand dollars respectively.
323 No exemption shall be allowed under this section to any mar-
-324 ried individual unless a joint return is filed. In the case of a
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325 short taxable year, occurring for any reason other than resi-
-326 dence during one portion of the normal taxable year and non-
-327 residence during another portion, there shall be substituted
328 for “three thousand dollars” and “five thousand dollars” those
329 amounts which bear the same relation to such sums as the
330 number of days in the taxable year bears to three hundred
331 and sixty-five. For purposes of this section, “total income”
332 means the sum of (i) the Part A adjusted gross income, (ii)
333 the Part B adjusted gross income, (iii) the amount deducted"
334 under subpargraphs (A) and (C) of section two (a) (2) of
335 this chapter, and (iv) interest on governmental obligations
336 excluded under section one hundred and three of the Code to
337 the extent not includable in Massachusetts gross income under
338 section two (a) (1) (A) of this chapter. With respect to a
339 person who is a non-resident for all or part of the taxable
340 year, total income shall be determined as if he were a resident
341 of the commonwealth throughout the entire taxable year.
342 (b) Notwithstanding any other provision of this chapter,
343 no tax shall be imposed under this chapter upon any stock
344 bonus, pension or profit-sharing trust qualifying under section
345 four hundred and one of the Code.
346 Section SA. (a) The amount of the Part A taxable income
347 and the Part B taxable income of any non-resident of the
348 commonwealth derived from the Massachusetts gross income
349 of such person shall be taxed in accordance with the pro-
-350 visions of section four of this chapter. The Massachusetts
351 gross income shall be determined soley with respect to items
352 of gross income from sources within the commonwealth of
353 such person and in determining the adjusted gross income of
354 each Part only those deductions shall be allowed which are
355 attributable to items included in Massachusetts gross income
356 as so determined. Items of gross income from sources within||
357 the commonwealth are items of gross income derived from or
358 effectively connected with any trade or business (including
359 employment carried on by the taxpayer in the commonwealth)
360 or derived from the ownership of any interest in real or
361 tangible personal property located in the commonwealth. In
362 computing the taxable income of each Part, the non-resident



1973.] SENATE —No. 1315. 11

363 shall be allowed the deductions and exemptions provided as to
364 each Part in sections three A and three B of this chapter.
365 (b) The Commission shall adopt regulations providing for
366 the method of determining the items and amounts of Massa-
-367 chusetts gross income derived from sources within the corn-
-368 monwealth by a non-resident, based upon the method set
369 forth in section thirty-eight of chapter sixty-three or upon

1370 any other reasonable method.
371 (c) In applying this section, the compensation paid by the
372 United States to its unformed military personnel assigned to
373 duty at military posts, bases or stations within the common-
-374 wealth for services rendered by said personnel while on active
375 duty, shall be deemed to be from sources other than sources
376 within the commonwealth.
377 Section 6. The following credits shall be allowed against the
378 tax imposed by this chapter:
379 (a) A credit shall be allowed against taxes imposed by this
380 chapter to a resident for taxes due any other state, territory or
381 possession of the United States, or the Dominion of Canada or
382 any of its provinces on account of any item of Massachusetts
383 gross income subject to the following restrictions and limita-
-384 tions: (i) the amount of such taxes due on such income shall
385 exclude interest and penalties; (ii) the amount such taxes due
386 shall be reduced by any federal credit therefor allowable on
387 the resident’s federal income tax return; and (iii) the amount
388 of the credit allowable shall be the lesser of such taxes as re-
-389 duced by (i) and (ii), or the amount of tax imposed by this
390 chapter multiplied by a fraction the numerator of which is
391 such item of Massachusetts Part A or Part B gross income
392 and the denominator of which is the total Massachusetts Part
393 A or Part B gross income, as the case may be.
394 (b) (1) Every qualified taxpayer, as defined in paragraph
395 three of this subsection, shall be entitled to a credit of four
396 dollars for himself, four dollars for his spouse, if any, and
397 eight dollars for each qualified dependent, as hereinafter
398 defined, provided, however, that no such credit shall be allow-
-399 able if the total income of such individual and his spouse, as
400 defined in section five (a) of this chapter, exceeds five
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401 thousand dollars for such year. No such credit shall be allow-
-402 able to a married individual unless a joint return is filed. If
403 the tax due as shown by the return of any individual is less
404 than the total amount of the credits which he is entitled to
405 claim pursuant to this paragraph, such individual shall be
406 entitled to a refund in the amount of the excess of the credits
407 over the tax otherwise due.
408 (2) Any individual entitled to claim any credit pursuant to.
409 paragraph one of this subsection and not otherwise required™
410 to file a return under this chapter may obtain a refund in the
411 amount of such credit by filing a return and claiming a refund.
412 Any refund to which an individual is entitled under the
413 provisions of this paragraph shall be made in the same manner
414 as other refunds under this chapter. No refund or credit shall
415 be allowed pursuant to this paragraph unless credit or refund
416 is claimed on a return filed on or before the fifteenth day of
417 the fourth month following the close of the taxable year or
418 within any extension of time granted for filing such return.
419 (3) As used in this subsection, the term “qualified tax-
-420 payer” means an individual who was an inhabitant of the
421 commonwealth for not less than six months during the pre-
-422 ceding calendar year, and who was not a person whom another
423 taxpayer was entitled to claim as a dependent under section
424 three B of this chapter, and the term “qualified dependent”
425 means an individual other than a spouse whom a qualified
426 taxpayer was entitled to claim as a dependent under said
427 section three B.

429 (a) In determining Massachusetts gross income, if the
430 federal gross income includes any item of gain or has been
431 reduced by any item of loss, with respect to property, then
432 the federal gross income shall be increased by the excess of^
433 the federal adjusted basis of such property over the Massa-
-434 chusetts adjusted basis thereof; and shall be decreased by the
435 excess of the Massachusetts adjusted basis of such property
436 over the federal adjusted basis thereof.
437 (b) The Massachusetts adjusted basis of property shall be
438 the Massachusetts initial basis determined under subsection

428 Section 7.
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439 (c) of this section, adjusted as provided in subsections (d)
440 and (e) of this section.
441 (c) (1) The Massachusetts initial basis of property held on
442 December thirty-first, nineteen hundred and seventy shall be
443 determined as follows:
444 (A) In the case of property as to which, if it had been sold
445 on December thirty-first, nineteen hundred and seventy in the

1446 course of business, a gain realized on such sale would have
447 been taxable under this chapter to its then owner.
448 (i) the Massachusetts initial basis shall, for purposes of
449 computing gain, be its adjusted basis as computed under this
450 chapter as in effect on December thirty-first, nineteen hundred
451 and seventy, and
452 (ii) the Massachusetts initial basis shall, for the purpose
453 of computing loss, be the lower of the basis computed under
454 clause (i) of this subparagraph or the federal adjusted basis
455 for the determination of loss as of such date.
456 (B) In the case of any other property the Massachusetts
457 initial basis shall be its federal adjusted basis on such date
458 (determined without regard to any federal adjustment made
459 under section one thousand and fifteen (d) of the Code.)
460 (2) The Massachusetts initial basis of property acquired
461 after December thirty-first, nineteen hundred and seventy
462 shall be determined as follows:
463 (A) if the taxpayer’s federal basis of the property at
464 acquisition is determined without regard to the basis of such
465 property in the hands of the transferor or of other property in
466 the hands of the transferee (hereinafter in this paragraph two
467 called the “basis of prior property”) the Massachusetts initial
468 basis shall be the such federal basis (determined without
469 regard to any federal adjustment made under section one
470 thousand and fifteen (d) of the Code).
471 (B) if such federal basis is determined in whole or in part
472 by application of the basis of prior property, and
473 (i) if no item of gain is includable in federal gross income
474 and federal gross income has not been reduced by any item of
475 loss, with respect to the transaction, the Massachusetts initial
476 basis shall be the initial federal basis, increased by the excess
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477 of the Massachusetts adjusted basis over the federal adjusted
478 basis of prior property, or decreased by the excess of the
479 federal adjusted basis over the Massachusetts adjusted basis
480 of prior property, or
481 (ii) otherwise, the Massachusetts initial basis shall be the
482 initial federal basis of the acquired property.
483 (d) (1) The Massachusetts initial basis of property shall be
484 adjusted by applying the same adjustments as are made to the^
485 federal basis for periods after determinationof the initial basis, W

486 except that the federal adjustments specified in paragraphs
487 (two), (three), (four) and (five) of this subsection shall not
488 be taken into account.
489 (2 In determining adjustments to the Massachusetts basis of
490 any bond or other evidence of indebtedness the income from
491 which is included in federal gross income but excluded from
492 Massachusetts gross income there shall be disregarded any
493 federal adjustment to basis under subsection one thousand two
494 hundred and thirty-two (a) (3) (E) of the Code.
495 (3) In determining adjustments to the Massachusetts basis
496 of property there shall be disregarded any federal adjustment
497 to basis under Code subsection one thousand three hundred
498 and seventy-six, and any federal adjustment to basis under
499 Code section three hundred and one (c) with respect to dis-
-500 tributions under Code subsection one thousand three hundred
501 and seventy-five (d).
502 (4) In determining adjustments to the Massachusetts basis
503 of property there shall be disregarded any federal adjustment
504 under Code section one thousand and sixteen (a) (6) to the
505 extent relating to any “municipal bond” the interest from
506 which is includable in Massachusetts gross income.
507 (5) In determining adjustments to the Massachusetts basis
508 of property (and in determining the Massachusetts initial
509 basis of property) there shall be disregarded (and the federal
510 basis shall be modified to the extent necessary to disregard)
511 any federal adjustment under section one thousand and fifteen
512 (d) of the Code.
513 (e) The rules prescribed in this section shall apply to non-
-514 residents; except that if any non-resident has owned any
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515 items of property during a period when the income or gains
516 from such item were not subject to taxation under this chap-
517 ter, and if the income or gains from such item subsequently
518 became or become subject to taxation under this chapter, then
519 the special limitations of paragraphs (two), (three), and
520 (four) of subsection (d) of this section shall not apply as to
521 such period.

|522 Section 8. (a) A corporate trust engaged within the com-
KOQ vyi /~»v»TTr/"»ol+V* i nrnr niioi-nnoo onfunfir <~»v» +r*nvioonfinn nlh nr*523 monwealth in any business, activity or transaction, whether
524 or not it maintains an office or place of business within the
525 commonwealth, shall be subject to the taxes imposed by this

527 The Massachusetts adjusted gross income of such corporate
528 trust shall be redetermined as if it were a resident natural
529 person, provided however, that for purposes of any determina-
530 tion involving Code sections three hundred and fifty-one
531 through three hundred and sixty-eight any corporate trust
532 shall be treated as a corporation. No deductions or exemptions
533 allowable under sections three A or three B of this chapter
534 shall be allowed to a corporate trust. The taxable income of
535 each Part shall be the Massachusetts adjusted gross income
536 of such Part apportioned to Massachusetts in accordance with
537 section thirty-eight of chapter sixty-three.
538 (6) The provisions of subsection (a) shall not apply to any
539 corporate trust which (i) is a regulated investment company
540 under section eight hundred and fifty-one of the Code or a real
541 estate investment trust under section eight hundred and fifty-
542 six of the Code; (ii) is a holding company as hereinafter
543 defined; or (iii) its apportionment percentage for apportion-
544 ing its Massachusetts adjusted gross income under subsection
545 (a) of this section is less than ten percent. As used in this
546 subsection, the term “holding company” means any corporate
547 trust in which ninety per cent of the book value of its assets,
548 at the end of the taxable year, are securities and at least
549 seventy-five per cent of such securities are issued by affiliates
550 and at least nine per cent of its Massachusetts gross income
551 is Part A gross income; the word “affiliate” means a member
552 of an affiliated group as defined under section one thousand

526 chapter.
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553 five hundred and four of the Code; and the word “securities”
554 means transferable shares of beneficial interest in any corpor-
-555 ation or other entity, bonds or debentures of any issuer or
556 notes and other evidences of indebtedness of affiliates.
557 (c) Dividends on shares of any corporate trust subject to
558 taxation under this chapter shall be exempt from taxation
559 except as hereinafter provided. Any earnings and profits
560 accumulated prior to the effective date of this section and^
561 during a period, if any, that such corporate trust was not
562 subject to taxation under this chapter solely by reason of the
563 fact that it had elected not to file with the commissioner an
564 agreement to pay a tax shall be considered tax-free earnings
565 and profits and the amount thereof shall be determined as of
566 the first day of the first taxable year commencing after
567 December thirty-first, nineteen hundred and seventy. Any
568 earnings and profits accumulated for taxable years com-
-569 mencing after December thirty-first, nineteen hundred and
570 seventy, to the extent that such earnings and profits were not
571 subject to tax under this chapter, shall also be considered
572 tax-free earnings and profits. Notwitstanding any other pro-
-573 vision of this chapter, dividends paid by any corporate trust
574 at any time while it has tax-free earnings and profits, as so
575 determined, shall be deeemed to have been made from such
576 tax-free earnings and profits to the extent threof; and any
577 such dividends deemed to have been made from tax-free earn-
-578 ings and profits shall be includable in Massachusetts gross
579 income, and the deduction provided for in section two (a) (2)
580 (D) of this chapter shall not apply to such dividends. Except
581 for dividends paid from tax-free earnings and profits, all such
582 dividends shall be exempt from taxation.

1 Section 3. Clause (B) of subsection (b) of section 10 of||
2 said chapter 62, as appearing in section 5 of chapter 555 of
3 the acts of 1971, is hereby amended by striking out, in lines
4 4 and 5, the words “persons or persons” and inserting in
5 place thereof the words: person or persons.

1 Section 4. Section 12 of said chapter 62, as appearing in
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2
3
4

section 7 of chapter 555 of the acts of 1971, is hereby amended
by striking out in line 2 the words “section five” and inserting
in place thereof the words: subsection (a) of section five.

Section 5. Section 12A of said chapter 62, as appearing in
section 7 of chapter 555 of the acts of 1971, is hereby amended
by striking out in line 2 and in lines 8 and 9 the words “section
five B” and inserting in place thereof the words: paragraphs
one, two, three, and four of subsection (b) of section 38.

1
2
3

* 4
5

Section 6. Subsection (c) of section 17 of said chapter
62, as appearing in section 10 of chapter 555 of the acts of
1971, is hereby amended by striking out paragraph (1) and
inserting in place thereof the following paragraph:

1
2
3
4

(1) the offset against interest and dividends and the carry-
over on account of net capital loss provided in pargraph two
of subsection (c) of section two; (2) the exemptions provided
in section five and paragraphs one, two, three, and four of
subsection (b) of section three; (3) the credit for taxes pro-
vided in subsection (a) of section six to the extent that such
taxes are assessed to the partners in their individual capaci-
ties, but such credit shall be allowed to the partners in their
individual returns, and (4) the credits provided in subsection
(b) of section six.

5
6
7
8
9

10
11
12
13
14

Section 7. Section 22 of said chapter 62, as appearing in
section 13 of chapter 555 of the acts of 1971, is hereby
amended by striking out in lines two, six, eight, and fifteen
the words “gross income” and inserting in place thereof the
words; Massachusetts gross income.

1
2
3
4
5

> 1 Section 8. Said section 22 of said chapter 62 is hereby
further amended by striking out the second, and third para-
graphs of section 22, as so appearing, and inserting in place
thereof the following paragraph: Every non-resident,
whose Massachusetts gross income (determined in accordance
with section five A of this chapter) exceeds two thousand
dollars, every corporate trust taxable under section eight of

2
3
4
5

6
7
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8 this chapter, and every other corporate trust doing business
9 within the commonwealth and every other partnership, associ-

10 ation or trust whose federal gross income exceeds one hundred
11 dollars, shall make a return of such income.

1 Section 9. Section 36A of said chapter 62, as appearing in
2 section 22 of chapter 698 of the acts of 1966, is hereby
3 amended by striking out in line 3 the words “section five A”^
4 and inserting in place thereof the words: section four.

1 Section 10. Said chapter 62 is hereby further amended by
2 adding at the end of section 378, as appearing in section 16 of
3 chapter 555 of the acts of 1971, the following paragraph:
4 For the purposes of this section, the term “person” shall in-
-5 elude any individual, partnership, trust, corporate trust or any
6 other fiduciary subject to taxation under this chapter.

1 Section 11. Section 63 of said chapter 62 is amended by
2 striking out said section and inserting in its place the follow-
-3 ing section:
4 Section 63. (a) For purposes of this section, the term
5 “installment transaction” means any transaction which:
6 (1) is treated for federal income tax purposes under sec-
-7 tions four hundred and fifty-three (a) or (to) of the Code, and
8 (2) would, but for the application of section four hundred
9 and fifty-three of the Code, result in an item of Massachusetts

10 gross income for the taxable year of the transaction.
11 (b) In the case of any person having an installment trans-
-12 action for a taxable year, the federal gross income of such
13 taxable year shall be modified for the purpose of applying
14 section two of this chapter as follows:
15 (1) the federal gross income shall be increased by the excess w,
16 of the federal adjusted basis of the property disposed of in the
17 transaction over the Massachusetts adjusted basis of such
18 property (or, if there is more than one such transaction by the
19 sum of all such excesses); and
20 (2) the federal gross income shall be decreased by the ex-
-21 cess of the Massachusetts adjusted basis of the property dis-
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posed of in the transaction over the federal adjusted basis of
such property (or, if there is more than one such transaction,
by thesame of all such excesses).

22
23
24

(3) No modification shall be made under this subsection to
the extent that such modification would duplicate a modifica-
tion required under section seven of this chapter.

25
26
27
28 (c) Any person having an installment transaction in a tax-

able year shall file a return for such taxable year and shall,
with respect to all such transactions in such year (as a group
and not separately), file with the return an election to be
treated either under subsection (d) or subsection (e) of this
section. Once made election shall not be revoked without the
consent of the Commission. In the case of a person having an
installment transaction treated under section four hundred
and fifty-three (a) of the Code such election shall apply to the
taxable year and to all subsequent taxable years, unless the
Commission consents to a new election for any taxable year
and all subsequent taxable years.

| 29
30
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37
38
39

(d) If installment transaction treatment under this subsec-
tion is elected for any taxable year no further modifications
with respect to installment transactions of such taxable year
shall be made to federal gross income in determining Massa-
chusetts gross income for such taxable year or for any subse-
quent taxable year of any person. There shall be computed
the excess, if any, of the tax which would have been imposed
under this chapter for the taxable year had the method of
subsection (e) of this section been elected over the tax actually
imposed by this chapter for such taxable year. The person
making the election shall deposit with the Commissioner se-
curity (in a form satisfactory to the Commissioner) in an
amount equal to such excess for the payment of future taxes
under this chapter. When all federal gross income to be in-
cluded with respect to installment transactions of such tax-
able year has been included in federal gross income, and all
resulting taxes have been paid to the commonwealth, the
Commissioner shall release the security deposited for such
taxable year. The State Tax Commission shall by regulation
provide for proportionate releases in intervening years. All

40
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59
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60 items of federal gross income arising from such installment
61 transactions shall be deemed to be income from sources with-
-62 in the commonwealth.
63 (e) If installment transaction treatment under this sub-
-64 section is elected for any taxable year the federal gross income
65 of such taxable year shall be further modified, for the purpose
66 of applying section two of this chapter, by eliminating the
67 effect of the treatment under Code section four hundred and
68 fifty-three of all installment transactions of such taxable year.
69 For each subsequent taxable year as to which an item of fed-
-70 eral gross income is includable by any person with respect to
71 such an installment transaction, the federal gross income of
72 such person shall be modified, for purposes of applying sec-
-73 tion two of this chapter, by reducing federal gross income by
74 the sum of all such items.

1 Section 12. The paragraph defining taxable charge in
2 section 1 of chapter 648 of the General Laws, as appearing in
3 section 44A of chapter 555 of the acts of 1971, is hereby
4 amended by inserting after the comma, in line 6, the words:—
5 including cover and other charges.

1 Section 13. The first sentence of section lof chapter 65
2 of the General Laws, as most recently amended by section 51
3 of chapter 555 of the acts of 1971, is hereby further amended
4 by striking out the words “and the proceeds of insurance re-
-5 ceivable under policies of the life of the decedent”, as so insert-
-6 ed, and said sentence is further amended by adding in line 21,
7 as appearing in chapter 566 of the acts of 1970, after the word
8 “trust” the following words: —and the proceeds of insurance
9 receivable under policies on the life of the decedent.

k
1 Section 14. Said section lof said chapter 65 is hereby
2 further amended by striking out the fourth paragraph, in-
-3 serted by section 52 of chapter 555 of the acts of 1971, and
4 inserting in place thereof the following paragraph: ■— Provid-
-5 ed, however, that proceeds of insurance receivable under poli-
-6 cies on the life of the decedent shall be subject to the tax
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7 imposed by this chapter to the extent of (1) the amounts
8 receivable by the executor or administrator of the estate of
9 the decedent and (2) the amounts receivable by all other

10 beneficiaries under policies with respect to which the decedent
11 possessed at his death any incidents of ownership, exercisable
12 either alone or in conjunction with any other person, within
13 the meaning of Section two thousand forty-two of the Federal

114 Internal Revenue Code, as amended and in effect at the date of
15 death of the decedent; and provided, further, that twenty-
16 five thousand dollars of the proceeds receivable as named
17 beneficiaries under said policies by a surviving husband, wife
18 or issue (or any combination of the foregoing) or by trustees
19 for their benefit shall be exempt from tax; and if the proceeds
20 receivable by such persons and trustees exceeds twenty-five
21 thousand dollars, the exemption shall first apply to proceeds
22 receivable by the surviving husband or wife, secondly, to the
23 proceeds receivable by the surviving issue, allocated among
24 them in proportion to the amounts receivable each, thirdly to
25 the proceeds receivable by the trustees for the benefit of the
26 surviving husband or wife and fourthly to the proceeds re-
27 ceivable by trustees for the benefit of issue.

Section 15. Section 7 of said chapter 65, as appearing in
Section 54, chapter 555 of the acts of 1971, is hereby amended
by striking out in lines 5 and 6 the words “a devise, descent or
bequest” and inserting in place thereof the words: —an in-
terest which is.

1
2
3
4
5

Section 16. Said section 7 of said chapter 65, as so appear-
ing, is further amended by inserting in line 21 after the words
“joint ownership” the following words: —or any proceeds of
insurance.

1
2
3

t 4

Section 17. The last sentence of section 13 of said chapter
65, as appearing in section 56 of chapter 555 of the acts of
1971, is hereby further amended by inserting in line 7, after
the word “tenant,” the following word: and.

1
2
3
4

Section 18. Section 1 of chapter 62 of the General Laws,1



SENATE —No. 1315. [Mar. 1973.22

{

i

2 as amended by section 2 of this act, is further amended, by
3 striking out subsection (e) thereof and inserting in its place
4 the following subsection:
5 (e) “Dividend”, means any item of federal gross income
6 which is a dividend under section three hundred and sixteen of
7 the Code or which is treated as a dividend under any other
8 provision of the Code.

*

1 Section 19. Section twenty-four of chapter five hundred
2 and fifty-five of the acts of nineteen hundred and seventy-one
3 is hereby repealed.

1 Section 20. Sections one to eleven, inclusive, of this act
2 shall apply to taxable years commencing after December
3 thirty-first, nineteen hundred and seventy-two. Section twelve
4 shall apply to taxable charges made on or after August first,
5 nineteen hundred and seventy-two. Sections thirteen to sev-
-6 enteen, inclusive, shall apply with respect to proprty or in-
-7 terest therein passing or accruing upon the death of persons
8 who die on or after July twenty-second, nineteen hundred and
9 seventy-two. Section eighteen shall apply to taxable years

10 commencing after December thirty-first, nineteen hundred
11 and seventy-three. Section nineteen shall apply to taxable
12 years commencing after December thirty-first, nineteen hun-
-13 dred and seventy-one.
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