
HOUSE . . . .  No. 976

Accompanying the petition of Henry Herrick Bond for an amend
ment of the law relative to the taxation of incomes with reference to 
the taxation of gains and deduction of losses. Taxation. January 18 .

C h e  C o m m o n t o e a l t h  of M a s s a c h u s e t t s .

In the Year One Thousand Nine Hundred and Twenty-Two.

To provide Certain Remedies relative to the Taxation of
Incomes.

1 Whereas, The deferred operation of this act would
2 cause substantial inconvenience, inasmuch as it applies
3 to taxes levied in the current year; therefore, it is hereby
4 declared to be an emergency law, necessary for the im-
5 mediate preservation of the public convenience.

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

1 S e c t io n  1. Section seven of chapter sixty-two of the
2 General Lawrs is hereby amended by striking out, in the
3 tenth to thirteenth lines, inclusive, the words, “ In de-
4 termining gains or losses realized from sale of capital
5 assets, the basis of determination, in case of property
6 owned on January first, nineteen hundred and sixteen,
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7 shall be the value on that date, and in case of property
8 acquired thereafter, the value on the date when it is
9 acquired” , and by inserting in place thereof, the fol-

10 lowing:
11 (a) The basis for ascertaining the gain derived or loss
12 sustained from a sale or other disposition of intangible
13 capital assets, acquired after December thirty-first, nine-
14 teen hundred and fifteen, shall be the cost of such prop-
15 erty; except that —
16 (1) In the case of such property, acquired by gift after
17 December thirty first, nineteen hundred and twenty-one,
18 the basis shall be the same as that which it would have
19 in the hands of the donor or the last preceding owner
20 by whom it was not acquired by gift. If the facts
21 necessary to determine such basis are unknown to the
22 donee, the commissioner shall, if possible, obtain such
23 facts from such donor or last preceding owner, or any
24 other person cognizant thereof. If the commissioner
25 finds it impossible to obtain such facts, the basis shall
26 be the value of such property as found by the commis-
27 sioner, as of the date or approximate date at which, ac-
28 cording to the best information the commissioner is able
29 to obtain, such property was acquired by such donor or
30 last preceding owner. In the case of such property
31 acquired by 'gift on or before December thirty-first, 
.32 nineteen hundred and twenty-one, the basis for ascer-
33 taining gain or loss from a sale or other disposition
34 thereof, shall be the fair market price or value of such
35 property at the time of such acquisition;
36 (2) In the case of such property, acquired by bequest,
37 devise, or inheritance, the basis shall be the fair market

38 price or value of such property at the time of such

39 acquisition.
40 (b) The basis for ascertaining the gain derived or loss
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41 sustained from the sale or other disposition of intangible
42 capital assets acquired before January first, nineteen
43 hundred and sixteen, shall be the same as that provided
44 by sub-division (a) ; but —
45 (1) If their fair market price or value as of January
46 first, nineteen hundred and sixteen, is in excess of such
47 basis, the gain to be included shall be the excess of the
48 amount realized therefor over such fair market price or
49 value;
50 (2) If their fair market price or value as of January
51 first, nineteen hundred and sixteen, is lower than such
52 basis, the deductible loss is the excess of the fair market
53 value price or value as of January first, nineteen hundred
54 and sixteen, over the amount realized therefor, and
55 (3) If the amount realized therefor is more than such
56 basis, but not more than the fair market price or value
57 as of January first, nineteen hundred and sixteen, or
58 less than such basis, but not less than such fair market
59 price or value, no gain shall be included and no loss
60 deducted.
61 (c) For the purpose of this act, on an exchange of
62 intangible capital assets for any other such property,
63 no gain or loss shall be recognized unless the property
64 received in exchange has a readily realizable market
65 value; but even if the property received in exchange
66 has a readily realizable market value no gain or loss
67 shall be recognized, —
68 (1) When any such property held for investment is
69 exchanged for property of a like kind or use;
70 (2) When in the reorganization of one or more cor-
71 porations a person receives in place of any stock or
72 securities owned by him, stock or securities in a cor-
73 poration a party to or resulting from such reorganiza-
74 tion. The word “ reorganization”  as used in this para-



75 graph, includes a merger or consolidation (including the
76 acquisition by one corporation of at least a majority of
77 the voting stock and at least a majority of the total
78 number of shares of all other classes of stock of another
79 corporation, or of substantially all the properties of an-
80 other corporation), recapitalization, or mere change in
81 identity, form or place of organization of a corporation
82 (however affected); or
83 (3) When (a) a person transfers any intangible cap-
84 ital assets to a corporation, and immediately after the
85 transfer is in control of such corporation, or (b) two or
86 more persons transfer any such property to a corpora-
87 tion, and immediately after the transfer are in control
88 of such corporation, and the amounts of stock, securi-
89 ties, or both, received by such persons, are in substan-
90 tially the same proportion as their interests in the prop-
91 erty before such transfer. For the purposes of this
92 paragraph a person is, or two or more persons are, “ in
93 control”  of a corporation when owning at least eighty
94 per centum of the voting stock and at least eighty per
95 centum of the total number of shares of all other classes
96 of stock of the corporation.
97 id) (1) Where property is exchanged for other prop-
98 erty and no gain or loss is recognized under the pro-
99 vision of sub-division (c), the property received shall,

100 for the purposes of this section be treated as taking the
101 place of the property exchanged therefor, except as pro-
102 vided in sub-division (e);
103 (2) Where property is compulsorily or involuntarily
104 converted into cash or its equivalent, and the taxpayer
105 proceeds in good faith to expend or set aside the pro-
106 ceeds of such conversion, the property acquired shall,
107 for the purpose of this section be treated as taking the
108 place of a like proportion of the property converted.



109 N o deduction shall be allowed under this section for
110 any loss claimed to have been sustained in any sale or
111 other disposition of intangible personal property made
112 after the passage of this act, where it appears that
113 within thirty days before or after the date of such sale
114 or other disposition the taxpayer has acquired (other-
115 wise than by bequest or inheritance) substantially iden-
116 tical property and the property so acquired is held by
117 the taxpayer for any period after such sale or other
118 disposition. If such acquisition is to the extent of part
119 only of substantially identical property, then only a
120 proportionate part of the loss shall be disallowed:
121 (3) When no deduction is allowed for a loss or a part
122 thereof, under the provisions of paragraph (2) of sub-
123 division (d) of this act, that part of the property ac-
124 quired with relation to which such loss is disallowed,
125 shall for the purposes of this section, be treated as tak-
126 ing the place of the property sold or disposed of;
127 (e) Where property is exchanged for other property
128 which has no readily realizable market value, together
129 with money or other property which has a readily real-
130 izable market value, then the money or the fair market
131 value of the property having such readily realizable
132 market value received in exchange shall be applied
133 against and reduce the basis, provided in this act, of the
134 property exchanged, and if in excess of such basis, shall
135 be taxable to the extent of the excess; but when prop-
136 erty is exchanged for property specified in paragraphs
137 (1), (2) and (3) of sub-division (c) as received in ex-
138 change, together with money or other property of a
139 readily realizable market value other than that speci-
140 fied in such paragraphs, the money or the fair market
141 value of such other property, received in exchange, shall
142 be applied against and reduce the basis provided in



143 this section, of the property exchanged and if in excess
144 of such basis, shall be taxable to the extent of the
145 excess.
146 (/) Nothing in this section shall be construed to pre-
147 vent (in the case of property sold under contract pro-
148 viding for payment in installments) the taxation of that
149 portion of any installment payment representing gain or
150 profit in the year in which such payment is received.

1 S e c t i o n  2. This act shall take effect January first,
2 nineteen hundred and twenty-three, and shall apply to
3 all income, the taxation of which has been postponed,
4 and to all income received in the calendar year ending
5 December thirty-first, nineteen hundred and twenty-
6 two, and thereafter.






