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or before the 15th day of the third month follow-
ing the close of such taxable year shall, to the 
extent the taxpayer elects in its return for the 
taxable year, be considered as paid during such 
taxable year. The amount allowed as a dividend 
by reason of the application of this subsection 
with respect to any taxable year shall not ex-
ceed either— 

(1) The undistributed personal holding com-
pany income of the corporation for the taxable 
year, computed without regard to this sub-
section, or 

(2) 20 percent of the sum of the dividends 
paid during the taxable year, computed with-
out regard to this subsection. 

(c) Dividends considered as paid on last day of 
taxable year 

For the purpose of applying section 562(a), 
with respect to distributions under subsection 
(a) or (b) of this section, a distribution made 
after the close of a taxable year and on or before 
the 15th day of the third month following the 
close of the taxable year shall be considered as 
made on the last day of such taxable year. 

(Aug. 16, 1954, ch. 736, 68A Stat. 199; Pub. L. 
91–172, title IX, § 914(a), Dec. 30, 1969, 83 Stat. 723; 
Pub. L. 101–239, title VII, § 7401(b), Dec. 19, 1989, 
103 Stat. 2356; Pub. L. 108–357, title IV, 
§ 413(c)(10), Oct. 22, 2004, 118 Stat. 1507.) 

AMENDMENTS 

2004—Subsecs. (c), (d). Pub. L. 108–357 redesignated 
subsec. (d) as (c), substituted ‘‘subsection (a) or (b)’’ for 
‘‘subsection (a), (b), or (c)’’, and struck out former sub-
sec. (c) which related to foreign personal holding com-
pany tax. 

1989—Subsec. (c). Pub. L. 101–239, § 7401(b)(1), added 
subsec. (c). Former subsec. (c) redesignated (d). 

Subsec. (d). Pub. L. 101–239, § 7401(b)(2), substituted 
‘‘subsection (a), (b), or (c)’’ for ‘‘subsection (a) or (b)’’. 

Pub. L. 101–239, § 7401(b)(1), redesignated former sub-
sec. (c) as (d). 

1969—Subsec. (b)(2). Pub. L. 91–172 substituted ‘‘20 per-
cent’’ for ‘‘10 percent’’. 

EFFECTIVE DATE OF 2004 AMENDMENT 

Amendment by Pub. L. 108–357 applicable to taxable 
years of foreign corporations beginning after Dec. 31, 
2004, and to taxable years of United States shareholders 
with or within which such taxable years of foreign cor-
porations end, see section 413(d)(1) of Pub. L. 108–357, 
set out as an Effective and Termination Dates of 2004 
Amendments note under section 1 of this title. 

EFFECTIVE DATE OF 1989 AMENDMENT 

Amendment by Pub. L. 101–239 applicable to taxable 
years of foreign corporations beginning after July 10, 
1989, with special rules for any foreign corporation re-
quired by the amendments made by section 7401 of Pub. 
L. 101–239 to change its taxable year for its first taxable 
year beginning after July 10, 1989, see section 7401(d) of 
Pub. L. 101–239, set out as an Effective Date note under 
section 898 of this title. 

EFFECTIVE DATE OF 1969 AMENDMENT 

Pub. L. 91–172, title IX, § 914(b), Dec. 30, 1969, 83 Stat. 
723, provided that: ‘‘The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1969.’’ 

§ 564. Dividend carryover 

(a) General rule 

For purposes of computing the dividends paid 
deduction under section 561, in the case of a per-

sonal holding company the dividend carryover 
for any taxable year shall be the dividend carry-
over to such taxable year, computed as provided 
in subsection (b), from the two preceding tax-
able years. 

(b) Computation of dividend carryover 

The dividend carryover to the taxable year 
shall be determined as follows: 

(1) For each of the 2 preceding taxable years 
there shall be determined the taxable income 
computed with the adjustments provided in 
section 545 (whether or not the taxpayer was a 
personal holding company for either of such 
preceding taxable years), and there shall also 
be determined for each such year the deduc-
tion for dividends paid during such year as 
provided in section 561 (but determined with-
out regard to the dividend carryover to such 
year). 

(2) There shall be determined for each such 
taxable year whether there is an excess of such 
taxable income over such deduction for divi-
dends paid or an excess of such deduction for 
dividends paid over such taxable income, and 
the amount of each such excess. 

(3) If there is an excess of such deductions 
for dividends paid over such taxable income 
for the first preceding taxable year, such ex-
cess shall be allowed as a dividend carryover 
to the taxable year. 

(4) If there is an excess of such deduction for 
dividends paid over such taxable income for 
the second preceding taxable year, such excess 
shall be reduced by the amount determined in 
paragraph (5), and the remainder of such ex-
cess shall be allowed as a dividend carryover 
to the taxable year. 

(5) The amount of the reduction specified in 
paragraph (4) shall be the amount of the ex-
cess of the taxable income, if any, for the first 
preceding taxable year over such deduction for 
dividends paid, if any, for the first preceding 
taxable year. 

(Aug. 16, 1954, ch. 736, 68A Stat. 200; Pub. L. 
94–455, title XIX, § 1901(a)(81), Oct. 4, 1976, 90 
Stat. 1778.) 

AMENDMENTS 

1976—Subsec. (c). Pub. L. 94–455 struck out subsec. (c) 
which related to the determination of dividend carry-
over from taxable years to which this subtitle does not 
apply. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Amendment by Pub. L. 94–455 applicable with respect 
to taxable years beginning after Dec. 31, 1976, see sec-
tion 1901(d) of Pub. L. 94–455, set out as a note under 
section 2 of this title. 

§ 565. Consent dividends 

(a) General rule 

If any person owns consent stock (as defined in 
subsection (f)(1)) in a corporation on the last 
day of the taxable year of such corporation, and 
such person agrees, in a consent filed with the 
return of such corporation in accordance with 
regulations prescribed by the Secretary, to treat 
as a dividend the amount specified in such con-
sent, the amount so specified shall, except as 
provided in subsection (b), constitute a consent 
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