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By Mr. Demers of Chicopee, petition of Marvin A. Stolberg,
Richard H. Demers, Marie E. Howe and Nils L. Nordberg for
legislation to encourage primary investment in Massachusetts
corporations. Commerce and Labor.

In the Year One Thousand Nine Hundred and Seventy-Eight

An Act to encourage primary investment in Massachusetts
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 two of chapter sixty-two of the General Laws, as most
2 recently amended by chapter six hundred eighty-four of the Acts of
3 nineteen hundred and seventy-five, is hereby amended by adding
4 after paragraph (two) of subsection (c) the following paragraph:
5 (three) any capital gain realized from a primary investment in
6 certain Massachusetts corporations. For purposes of this
7 paragraph, the following terms shall have the following
8 meanings: “Primary investment,” the purchase of stock, a
9 security that is convertible into stock, or rights or warrants to

10 purchase such stock of a corporation which receives the entire
11 proceeds, after expenses, paid by the purchaser. If a stock offering
12 includes any sale of stock which does not constitute a primary
13 investment, then the portion of the gain which may be deducted
14 under this paragraph shall be the same as the portion of the stock
15 which is defined as a “primary investment” of the total stock
16 issued. “Massachusetts corporation,” any corporation, domestic
17 or foreign, which, at the end of its last preceding fiscal year, is
18 deemed t< be a manufacturing corporation or a research and
19 developm* nt corporation within the meaning of sections thirty-
-20 eight C or forty-two B of chapter sixty-three and whose payroll
21 factor determined in accordance with clause (e) of section thirty-
-22 eight of chapter sixty-three is at least fifty percent, provided,
23 however, that if the corporation had no prior fiscal year, its status
24 as a Mas'achusetts corporation shall be determined by the
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25 commissioner as of the date of the issue of the primary investment
26 by the corporation. “Capital gain,” any long-term capital gain as
27 defined in section one thousand two hundred twenty-two (four) of
28 the federal Internal Revenue Code, as amended and in effect for
29 the taxable year. In any case where stock eligible under this
30 paragraph is transferred, the transferee shall be eligible for a
31 deduction under this paragraph only if his basis in the stock is
32 determined by reference to the transferor’s basis. In any case where
33 stock eligible under this section is exchanged for other stock, the
34 stock shall continue to be eligible only if its basis is determined by
35 reference to the basis of the stock exchanged. Stock received in
36 stock splits, stock dividends, and similar adjustments on stock
37 which are eligible under this paragraph shall also be eligible after
38 appropriate adjustment of basis and providing such splits,
39 dividends, etc. are not taxable transactions. This provision will
40 take effect on January first, nineteen hundred and seventy-nine,
41 and apply only to primary investments made after this date.
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