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By Mr. Chadwick of Winchester, petition of the Massachusetts Society of Certi-
fied Public Accountants, Inc., for clarifying legislative intent with respect to com-
bining net income of two or more domestic corporations where a federal consoli-
dated income tax return is filed. Taxation.

In the Year One Thousand Nine Hundred and Fifty-Nine,

An Act to clarify original legislative intent with respect
TO COMBINING NET INCOME OF TWO OR MORE DOMESTIC CORPORA-

TIONS WHERE A FEDERAL CONSOLIDATED INCOME TAX RETURN IS

FILED.

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

1 Section 1. Section 34 of chapter 63 of the General Laws, as
2 last amended by chapter 327 of the acts of 1933, is hereby
3 amended by inserting the parenthetical letter: (a), after
4 the heading: Net income where federal return consolidated,
5 and by inserting at the end thereof the following new subsec-
-6 tion:
7 (b) For the purposes of subsection (a) the phrase “partici-
-8 pated in the filing of a consolidated return of income to the
9 federal government” refers to two or more domestic corpora-

-10 lions whose income for the taxable year was included in a con-
-11 solidated income tax return to the federal government, whether
12 or not such consolidated return included income from one or

*l3 more foreign corporations. The phrase “combined net income”
14 shall mean the combined net income of all the domestic corpora-
ls tions whose income was included in the consolidated federal
16 income tax return adjusted to eliminate unrealized profits and
17 losses in transactions between such domestic corporations and
18 dividend distributions from one of such domestic corporations
19 to another of such domestic corporations. In determining gross
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20 receipts for the purposes of clause six of section thirty-eight
21 intercorporate transactions between the domestic corporations
22 whose income was combined in accordance with this section -shall
23 be eliminated.

1 Section 2. Section 39 (d) of chapter 63 of the General Laws,
2 as last amended by chapter 577 of the acts of 1957, is hereby
3 amended by inserting the parenthetical numeral: (1), after
4 the parenthetical letter ( d) and by inserting at the end thereoG,
5 the following new subparagraph:
6 (2) For the purposes of subparagraph (1) the phrase “partici-
7 pated in the filing of a consolidated return of income to the
8 federal government ” refers to two or more foreign corporations
9 doing business in this commonwealth whose income for the

10 taxable year was included in a consolidated income tax return
11 to the federal government, whether or not such consolidated
12 return included income from one or more other corporations.
13 The phrase “combined net income” shall mean the combined
14 net income of all the foreign corporations doing business in this
15 commonwealth whose income was included in the consolidated
16 federal income tax return adjusted to eliminate unrealized
17 profits and losses in transactions between such foreign corpora-
-18 tions and dividend distributions from one of such foreign corpo-
-19 rations to another of such foreign corporations. In determining
20 gross receipts for the purposes of clause six of section thirty-
-21 eight intercorporate transactions between the foreign corpora-
-22 tions whose income was combined in accordance with this section
23 shall be eliminated.
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