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[VII. Repealed.]

AMENDMENTS

1990—Pub. L. 101-508, title XI, §11801(b)(5), Nov. 5,
1990, 104 Stat. 1388-522, struck out item for part IV ‘‘In-
solvency reorganizations’’.

1988—Pub. L. 100-647, title I, §1006(e)(8)(C), Nov. 10,
1988, 102 Stat. 3401, struck out item for part VII ‘“Mis-
cellaneous corporate provisions”’.

1984—Pub. L. 98-369, div. A, title I, §75(d), July 18,
1984, 98 Stat. 595, added item for part VII.

1976—Pub. L. 94-455, title XIX, §1901(b)(15), Oct. 4,
1976, 90 Stat. 1796, struck out item for part VII ‘‘Effec-
tive date of subchapter C.”’

1969—Pub. L. 91-172, title IV, §415(b), Dec. 30, 1969, 83
Stat. 614, redesignated item for part VI as VII and
added part VI.
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§301. Distributions of property

(a) In general

Except as otherwise provided in this chapter, a
distribution of property (as defined in section
317(a)) made by a corporation to a shareholder
with respect to its stock shall be treated in the
manner provided in subsection (c).

(b) Amount distributed
(1) General rule

For purposes of this section, the amount of
any distribution shall be the amount of money
received, plus the fair market value of the
other property received.

(2) Reduction for liabilities

The amount of any distribution determined
under paragraph (1) shall be reduced (but not
below zero) by—

(A) the amount of any liability of the cor-
poration assumed by the shareholder in con-
nection with the distribution, and

(B) the amount of any liability to which
the property received by the shareholder is
subject immediately before, and imme-
diately after, the distribution.

(3) Determination of fair market value

For purposes of this section, fair market
value shall be determined as of the date of the
distribution.

(c) Amount taxable

In the case of a distribution to which sub-
section (a) applies—
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(1) Amount constituting dividend

That portion of the distribution which is a
dividend (as defined in section 316) shall be in-
cluded in gross income.

(2) Amount applied against basis

That portion of the distribution which is not
a dividend shall be applied against and reduce
the adjusted basis of the stock.
(3) Amount in excess of basis

(A) In general

Except as provided in subparagraph (B),
that portion of the distribution which is not
a dividend, to the extent that it exceeds the
adjusted basis of the stock, shall be treated
as gain from the sale or exchange of prop-
erty.

(B) Distributions out of increase in value ac-
crued before March 1, 1913

That portion of the distribution which is
not a dividend, to the extent that it exceeds
the adjusted basis of the stock and to the ex-
tent that it is out of increase in value ac-
crued before March 1, 1913, shall be exempt
from tax.

(d) Basis

The basis of property received in a distribu-
tion to which subsection (a) applies shall be the
fair market value of such property.

(e) Special rule for certain distributions received
by 20 percent corporate shareholder

(1) In general

Except to the extent otherwise provided in
regulations, solely for purposes of determining
the taxable income of any 20 percent corporate
shareholder (and its adjusted basis in the
stock of the distributing corporation), section
312 shall be applied with respect to the distrib-
uting corporation as if it did not contain sub-
sections (k) and (n) thereof.

(2) 20 percent corporate shareholder

For purposes of this subsection, the term ‘20
percent corporate shareholder’” means, with
respect to any distribution, any corporation
which owns (directly or through the applica-
tion of section 318)—

(A) stock in the corporation making the
distribution possessing at least 20 percent of
the total combined voting power of all class-
es of stock entitled to vote, or

(B) at least 20 percent of the total value of
all stock of the distributing corporation (ex-
cept nonvoting stock which is limited and
preferred as to dividends),

but only if, but for this subsection, the dis-
tributee corporation would be entitled to a de-
duction under section 243 or 245 with respect
to such distribution.

(3) Application of section 312(n)(7) not affected

The reference in paragraph (1) to subsection
(n) of section 312 shall be treated as not in-
cluding a reference to paragraph (7) of such
subsection.

(4) Regulations

The Secretary shall prescribe such regula-
tions as may be necessary or appropriate to
carry out the purposes of this subsection.
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