
HOUSE .... No. 1226
By Mr. Vaitses of Melrose (by request), petition of Henry F. Long

(Commissioner of Corporations and Taxation) for legislation to define
“cost” in case of securities acquired by gift. Taxation.

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

An Act defining cost in case of securities acquired

BY GIFT.

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

1 Section 1. Section sof chapter 62 of the General
2 Laws, as amended, is hereby further amended by
3 striking out in paragraph (c) the words “or value
4 when acquired by gift” and by inserting a new
5 sentence at the end of said subsection to read as
6 follows: If capital distributions have been made
7 by a corporation reducing the taxpayer’s cost to zero,
8 any amount subsequently received as a capital dis-
-9 tribution shall be taxed under this subsection, so

10 that this subsection shall read as follows: — (c) The
11 excess of the gains over the losses received by the
12 taxpayer from purchases or sales of intangible personal
13 property, whether or not said taxpayer is engaged in
14 the business of dealing in such property, shall be taxed
15 at the rate of three per cent per annum. When shares
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16 of new stock of the company, or of a partnership,
17 association or trust, the beneficial interest in which
18 is represented by transferable shares, issuing the same
19 received as a stock dividend, or shares of stock which
20 were the basis of such stock dividend, are sold, the
21 basis of determination of gain or loss shall be the cost,
22 when acquired by purchase, or the cost to the donor
23 when acquired by gift, of the stock which was the
24 ba,sis of such stock dividend, apportioned over the old
25 and the new shares held after the receipt of such stock
26 dividend, except that when the new stock received as
27 a dividend has been taxed, under this chapter or under
28 chapter three hundred and seven of the acts of nine-
-29 teen hundred and thirty-three, to the seller as a divi-
-30 dend, the cost of such new stock when sold shall be
31 the value at which such stock was taxed. For the
32 purposes of this subsection, the cost of rights to sub-
-33 scribe to corporation securities and similar rights
34 issued by unincorporated associations shall be taken
35 as zero, except that when acquired by actual purchase
36 in the open market the amount actually paid therefor
37 shall be taken as their cost. Any trustee or other
38 fiduciary may charge any taxes paid under this sub-
-39 section against principal in any accounting which he
40 makes as such fiduciary. If, in any exchange of shares
41 upon the reorganization of one or more corporations,
42 or one or more partnerships, associations or trusts,
43 the beneficial interest in which is represented by
44 transferable shares, the new shares received in ex-

-45 change for the shares surrendered represent the same
46 interest in the same assets, no gain or loss shall be
47 deemed to accrue from the transaction until a sale or

48 further exchange of such new shares is made. If
49 capital distributions have been made by a corporation
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50 reducing the taxpayer’s cost to zero any amount sub-
-51 sequently received as a capital distribution shall be
52 taxed under this subsection.

1 Section 2. This act shall take effect on January
2 first, nineteen hundred and fifty, and shall apply to
3 income received in the calendar year nineteen hundred
4 and forty-nine and thereafter.




