26 U.S. Code § 355. Distribution of stock and securities of a controlled
corporation

U.S. Code Notes Authorities (CFR)

(a) EFFECT ON DISTRIBUTEES

(1) GENERAL RULE If—

miAfit~r AF FlhA AirckviliibinAa ~mAviaAavrab Al A FhAa ~mAanbeAllAAd ~rAvAA LA Fiam Ar hathh 7Tlhiok FlhA o maAvA Fa A


https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355

sold or exchanged by all or some of the distributees (other than pursuant to an arrangement
negotiated or agreed upon prior to such distribution) shall not be construed to mean that the

was not in pursuance of a_plan having as one of its principal purposes the avoidance of
Federal income_tax,

(2) NON PRO RATA DISTRIBUTIONS, ETC. Paragraph (1) shall be applied without regard to the
following:

(3) LIMITATIONS
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(A) Excess principal amount Paragraph (1) shall not apply if—

connection with such distribution.

(B) Stock acquired in taxable transactions within 5 years treated as boot For purposes
of this section (other than paragraph (1)(D) of this subsection) and so much of section 356 as

(C) Property attributable to accrued interest
Neither paragraph (1) nor so much of section 356 as relates to paragraph (1) shall apply to the

on or after the beginning of the holder’s holding period.

(D) Nonqualified preferred stock

(4) CROSS REFERENCES

(A) For treatment of the exchange if any property is received which is not permitted to be received under this
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subsection (including nonqualified preferred stock and an excess principal amount of_securities received over

(b) REQUIREMENTS AS TO ACTIVE BUSINESS

(1) IN GeENERAL Subsection (a) shall apply only if either—
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(3) SPECIAL RULES FOR DETERMINING ACTIVE CONDUCT IN THE CASE OF AFFILIATED GROUPS

(A) In general

recognized in whole or in part.

(D) Regulations

purposes of this paragraph, including regulations which provide for the proper application of
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subparagraphs (B), (C), and (D) of paragraph (2), and modify the application of subsection (a)
(3)(B), in connection with the application of this paragraph.

(c) TAXABILITY OF CORPORATION ON DISTRIBUTION

(1) IN GENERAL

(2) DISTRIBUTION OF APPRECIATED PROPERTY

(A) In general If—

to the distributee at its fair market value.

(B) Qualified property

shall be treated as not less than the amount of such_liability.
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(3) COORDINATION WITH SECTIONS 311 AND 336(A)
Sections 311 and 336(a) shall not apply to any distribution referred to in paragraph (1).

(d) RECOGNITION OF GAIN ON CERTAIN DISTRIBUTIONS OF STOCK OR SECURITIES IN CONTROLLED
CORPORATION

(1) IN GENERAL

(ii) received in the distribution to the extent attributable to distributions on—
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period ending on the date of the distribution.

(4) 50-PERCENT OR GREATER INTEREST

(iii) any debt of the transferor.

(C) Carryover basis transactions If—
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(6) SPECIAL RULE WHERE SUBSTANTIAL DIMINUTION OF RISK

(A) In general

period set forth in subparagraph (A) or (B) of paragraph (3) (whichever applies) shall be
suspended during such period.

substantially diminished by—

(i) an option,

(7) AGGREGATION RULES


https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355
https://www.law.cornell.edu/uscode/text/26/355

(A) In general

(8) ATTRIBUTION FROM ENTITIES

(A) In general

the purposes of this subsection, including—

(A) regulations to prevent the avoidance of the purposes of this subsection through the use of
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(e) RECOGNITION OF GAIN ON CERTAIN DISTRIBUTIONS OF STOCK OR SECURITIES IN CONNECTION
WITH ACQUISITIONS

(1) GENERAL RULE

section or section 361(c)(2).

(2) DISTRIBUTIONS TO WHICH SUBSECTION APPLIES
(A) In general This subsection shall apply to any distribution—

(i) to which this section (or so much of section 356 as relates to this section) applies, and
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1504 without regard to subsection (b) thereof).
(D) Coordination with subsection (d)

This subsection shall not apply to any distribution to which subsection (d) applies.

(3) SPECIAL RULES RELATING TO ACQUISITIONS

(A) Certain acquisitions not taken into account Except as provided in regulations, the

(2)(A)(ii).

(B) Asset acquisitions
Except as provided in regulations, for purposes of this subsection, if the assets of the

a transaction described in subparagraph (A), (C), or (D) of section 368(a)(1) or any other
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(4) DEFINITION AND SPECIAL RULES For purposes of this subsection—

(A) 50-percent or greater interest

(C) Aggregation and attribution rules

(i) Aggregation
The rules of paragraph (7)(A) of subsection (d) shall apply.

(ii) Attribution

sentence.

(D) Successors and predecessors

(E) Statute of limitations If there is a distribution to which paragraph (1) applies—
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notwithstanding the provisions of any other law or rule of law which would otherwise prevent
such assessment.

the purposes of this subsection, including regulations—
(A) providing for the application of this subsection where there is more than 1 controlled

(B) treating 2 or more distributions as 1 distribution where necessary to prevent the avoidance
of such purposes, and

(C) providing for the application of rules similar to the rules of subsection (d)(6) where
appropriate for purposes of paragraph (2)(B).

(f) SECTION NOT TO APPLY TO CERTAIN INTRAGROUP DISTRIBUTIONS
Except as provided in regulations, this section (or so much of section 356 as relates to this section)

(g) SECTION NOT TO APPLY TO DISTRIBUTIONS INVOLVING DISQUALIFIED INVESTMENT
CORPORATIONS

(1) IN GeNERAL This section (and so much of section 356 as relates to this section) shall not apply
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(i) in the case of distributions after the end of the 1-year period beginning on the date of
the enactment of this subsection, % or more of the fair market value of all assets of the
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(VII) any similar asset.

(ii) Exception for assets used in active conduct of certain financial trades or
businesses Such term shall not include any asset which is held for use in the active and
regular conduct of—

regulated by an applicable insurance regulatory body.

This clause shall only apply with respect to any business if substantially all of the income

(iv) Stock or securities in a 20-percent controlled entity

(I) In general
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(4d) LOUK-LIINYU Tuice

section 1504(a)(4).

(v) Interests in certain partnerships

(I) In general

(b) are met with respect to the distribution.

(II) Look-thru rule

subclause (I).

(3) 50-PERCENT OR GREATER INTEREST For purposes of this subsection—

(A) In aeneral
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of this paragraph.

(4) TRANSACTION

out, or prevent the avoidance of, the purposes of this subsection, including regulations—

(A) to carry out, or prevent the avoidance of, the purposes of this subsection in cases involving

investment assets if, prior to the distribution, investment assets were used to acquire such
unrelated assets,

(B) which in appropriate cases exclude from the application of this subsection a distribution

exchange under section 302, and

(C) which modify the application of the attribution rules applied for purposes of this subsection.

(h) RESTRICTION ON DISTRIBUTIONS INVOLVING REAL ESTATE INVESTMENT TRUSTS

(1) IN GENERAL
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This section (and so much of section 356 as relates to this section) shall not apply to any

(2) EXCEPTIONS FOR CERTAIN DISTRIBUTIONS

(A) Distributions of a real estate investment trust by another real estate investment
trust
Paragraph (1) shall not apply to any distribution if, immediately after the distribution, the

(B) Distributions of certain taxable REIT subsidiaries Paragraph (1) shall not apply to any
distribution if—
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Stat. 1834; Pub. L. 96-589, § 4(e)(2), Dec. 24, 1980, 94 Stat. 3403; Pub. L. 100-203, title X,

§ 10223(b), Dec. 22, 1987, 101 Stat. 1330-411; Pub. L. 100-647, title I, § 1018(d)(5)(C), title II,
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