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any dividend not based on earnings ...”
is a reduction of corporate paid-in
capital and, to that extent, it is a

»(liquidating dividend.[14
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Distributions that are a return of the »
amount received when stock was issued
rather than assets acquired through
earnings are called liquidating

»[dividends.[15
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Stockholders should be informed of the »
portion of any dividend that represents a
return of capital. Such dividends are not
investor-income and usually are not
taxable to stockholders as income. Rather,
they reduce the cost basis of the stock

7[6investment.[2
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