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By Mr. Doane, a petition (accompaniedby bill, Senate, No. 1982) of PaulV. Doane
and K. Heinz Muehlmann for legislation relative to the unitary taxation of business
corporations. Taxation.

31fc (Commonwealth of UHaoßadiuorttH
In the Year One Thousand Nine Hundred and Eighty-five

An Act relative to the unitary taxation of business
CORPORATIONS.

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

1 Section 1. Paragraph (5) of section 30 of chapter 63 of the
2 General Laws, as most recently amended by section 10 of
3 chapter 796 of the acts of 1979, is hereby further amended by
4 adding at the end thereof the following clause:
5 (c) The gross income or net income of any corporation, as
6 hereinbefore defined, may be further increased, decreased or
7 otherwise modified through the application of the provisions
8 of sections thirty-three, thirty-nine, or any other provision of
9 this chapter.

1 Section 2. Said chapter 63 is hereby amended by striking
2 out section 42, as most recently amended by section 1 of
3 chapter 599 of the acts of 1969, and inserting in place thereof
4 the following section:
5 Section 42. If the apportionment provisions of this chapter do
6 not fairly represent the extent of the activity in this com-
-7 monwealth of any corporation subject to taxation under this
8 chapter which is taxable both within and without the com-
-9 monwealth, such corporation may elect, or the commissioner

10 may require, in respect to all or any part of the corporation’s
11 business activity, if reasonable:
12 (1) separate accounting,
13 (2) exclusion of any one or more factors,
14 (3) inclusion of one or more additional factors which will
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15 fairly represent the corporation’s business activities in this
16 commonwealth, or
17 (4) employment of any other method to effectuate an
18 equitable apportionment of the corporation’s income.
19 Under clause (4), the income of the corporation may be
20 determinedby apportioning the combined income of the unitary
21 business of the affiliated group of corporations of which the
22 corporation is a memberpursuant to regulations issued by the.*
23 commissioner: provided, however, that any such affiliatec'23

group shall only include corporations required to be included24
25 in a federal consolidated income tax return, whether or not
26 electedby the corporation, under the provisions of section fif-
27 teen hundred and one of the Federal Internal Revenue Code
28 as amended and in effect for the taxable year. Such affiliated
29 group, however, shallnot includea corporation deriving eighty
30 percent or more of its gross income from sources without the
31 United States.
32 Notwithstanding the provisions of sections thirty-three and
33 thirty-nine Aor clause (4) of this section, a corporation or the
34 commissioner may not determine the income of the corpora-
35 tion by including any affiliate that would not be included in
36 an affiliatedgroup pursuant to the preceding paragraph. Such
37 affiliated group, however, shall not include a corporation
38 deriving eighty percent or more of its gross income from
39 sources without the United States.
40 As used in this section, ‘ ‘affiliated group’ ’ means one or more
41 corporations connected through stock ownership with a com-
42 mon owner or owners in which eighty percent or more of the
43 voting stock of each member is directly or indirectly owned
44 by such common owner or owners.
45 A business carried on by a group of affiliated corporations
46 is unitary where the activities of the corporations are depen-
-47 dent upon or integrated with or contribute to each other in £ f
48 material way. The business carried on by members of an af-
49 filiated group, as above defined, shall be presumed to be
50 unitary. However, where there is no flow of goods or services
51 among the affiliates except of an incidental nature, the
52 business carried on shall be presumed to be nonunitary. The
53 corporation or the commissioner, as the case may be, may
54 rebut any presumption and establish that a unitary business
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exists or does not exist based upon the existence or lack of
functional integration, centralization of operational manage-
ment or economics of scale.

The corporation may determine its income under the provi-
sions of this sectionby a written election filed with its return,
or after its return is filed by a timely filed application for
abatement under section thirty-seven of chapter sixty-two C.

Section 3. This act shall take effect for taxable years begin-
ning January 1, 1982.




