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ON CONVERS!ON OF GI.IDDEN ’
CONVERTIBLE PREFERRED STOCK

The Commissioner of Internz| Revenue has issued
a ruling holding that the surrendei by the holders

of our convertible prefersed stock in exchange - | -’
"¢ for our common stock resulted in no recognizable
gain or loss to the shareholders for Federal in- .

come tax purposes, and the basis of the stock t

surrendered became the basis of the stock re-
ceived in exchange. Where a shareholder re-
ceived cash in lieu of any fractional share of
stock to which he was entitled, the recognizable
gain or loss is measured by the difference be-
tween that amount which would have repre-
sented the basis of such fractional share of stock

had the old basis been allocated in part thereto _

and the amount_of cash receivec.
in determining the period for which the common

stock, acquired upon the conversion of the pre- . °
" ferred stock, was held, there shall be included
the period for which the preferred stock was *

held. (Section 117 (h) (5) of the ln!em
Revenue Code.) : ‘ -
The following is a suggested m-*thod of detel-

mining the recognizable gein or loss on the re- .

ceipt of cash in lieu of a fracticnal share: . -

1. Multiply the number of Preferred shares sur-
. rendered by 1,498 to determine the number .

i FOR WALLS - CEILlNGS WOODWORK

The favorite paint film throughout America is

'SPRED_SATIN. It is tha' “feature Film' of the

" - entire paint Industry .. the only 100% Tatex-
emulsion wall paint on’ the” markef! This amaz-

. ing. rubbofdough SPRED SATIN paum film ‘is

of Common shares to v/hich ndu were enmled o

2. Divide your total cost or othar basis of Pre- o
ferred stock by the number of shares of Com- -
mon to which you were entitied {determined _

in (1) above) to arrive at th basis per share

. of the common stock received and the frac-"
- tional share of Common stoc& for Wthh cash

was received,

3. The difference between the basis of the frac'-
tional share as outlined above and the cash’

received represents the recognized capltal gain
_or loss. Such capital gain or loss would be long *
term if the Preferred stock was held for more '

" than six momhs and shcrt term if held not
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semng the pace in paint sales everywhere' [T




