26 U.S. Code § 302. Distributions in redemption of stock

U.S. Code Notes

(a) GENERAL RULE

(b) REDEMPTIONS TREATED AS EXCHANGES

(1) REDEMPTIONS NOT EQUIVALENT TO DIVIDENDS

(2) SUBSTANTIALLY DISPROPORTIONATE REDEMPTION OF STOCK

(A) In general
Subsection (a) shall apply if the distribution is substantially disproportionate with respect to the
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shareholder.

(C) Definitions For purposes of this paragraph, the distribution is substantially
disproportionate if—

time,

is less than 80 percent of—

time.

For purposes of this paragraph, no distribution shall be treated as substantially

reference to fair market value.

(D) Series of redemptions


https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302
https://www.law.cornell.edu/uscode/text/26/302

(3) TERMINATION OF SHAREHOLDER'S INTEREST

(4) REDEMPTION FROM NONCORPORATE SHAREHOLDER IN PARTIAL LIQUIDATION Subsection (a)
shall apply to a distribution if such distribution is—

(6) APPLICATION OF PARAGRAPHS

In determining whether a redemption meets the requirements of paragraph (1), the fact that such
redemption fails to meet the requirements of paragraph (2), (3), or (4) shall not be taken into
account. If a redemption meets the requirements of paragraph (3) and also the requirements of
paragraph (1), (2), or (4), then so much of subsection (c)(2) as would (but for this sentence)

beginning on the date of the distribution shall not apply.

(c) CONSTRUCTIVE OWNERSHIP OF STOCK

(1) IN GENERAL
Except as provided in paragraph (2) of this subsection, section 318(a) shall apply in determining
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collection may be made notwithstanding any provision of law or rule of law which
otherwise would prevent such assessment and collection.

(B) Subparagraph (A) of this paragraph shall not apply if—
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(ii) of subparagraph (A).

In any case to which the preceding sentence applies, the second sentence of
subparagraph (A) and subparagraph (B)(ii) shall be applied by substituting “distributee or
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(d) REDEMPTIONS TREATED AS DISTRIBUTIONS OF PROPERTY

(e) PARTIAL LIQUIDATION DEFINED

(1) IN GENERAL For purposes of subsection (b)(4), a distribution shall be treated as in partial

(2) TERMINATION OF BUSINESS The distributions which meet the requirements of paragraph (1)
(A) shall include (but shall not be limited to) a distribution which meets the requirements of
subparagraphs (A) and (B) of this paragraph:
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(4) REDEMPTION MAY BE PRO RATA
Whether or not a redemption meets the requirements of subparagraphs (A) and (B) of paragraph
(2) shall be determined without regard to whether or not the redemption is pro rata with respect to

(f) Cross REFERENCES For special rules relating to redemption—

(1) DEATH TAXES.—
Of stock to pay death_taxes, see section 303.

(Aug. 16, 1954, ch. 736, 68A Stat. 85; Pub. L. 94-455, title XIX, § 1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1834; Pub. L. 96-589, §5(b), Dec. 24, 1980, 94 Stat. 3405; Pub. L. 97-248, title II, §§222(c),
228(a), Sept. 3, 1982, 96 Stat. 478, 493; Pub. L. 98-369, div. A, title VII, §712(i)(1), July 18, 1984, 98
Stat. 948; Pub. L. 111-325, title ITI, § 306(a), Dec. 22, 2010, 124 Stat. 3549.)
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