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(c), any transfer) occurring after April 16, 1997, if such
acquisition or transfer is—
“(A) made pursuant to an agreement which was
binding on such date and at all times thereafter,
‘“(B) described in a ruling request submitted to the

Internal Revenue Service on or before such date, or

‘(C) described on or before such date in a public an-
nouncement or in a filing with the Securities and Ex-
change Commission required solely by reason of the
acquisition or transfer.

This paragraph shall not apply to any agreement, rul-
ing request, or public announcement or filing unless it
identifies the acquirer of the distributing corporation
or any controlled corporation, or the transferee, which-
ever is applicable.”

Pub. L. 105-34, title X, §1014(f), Aug. 5, 1997, 111 Stat.
921, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and sections 354 to 356 and
1036 of this title] shall apply to transactions after June
8, 1997.

‘“(2) TRANSITION RULE.—The amendments made by
this section shall not apply to any transaction after
June 8, 1997, if such transaction is—

‘“(A) made pursuant to a written agreement which
was binding on such date and at all times thereafter,
‘(B) described in a ruling request submitted to the

Internal Revenue Service on or before such date, or

‘(C) described on or before such date in a public an-
nouncement or in a filing with the Securities and Ex-
change Commission required solely by reason of the
transaction.”

EFFECTIVE DATE OF 1989 AMENDMENT

Pub. L. 101-239, title VII, §7203(c), Dec. 19, 1989, 103
Stat. 2334, provided that:

“(1) IN GENERAL.—Except as provided in this sub-
section, the amendments made by this section [amend-
ing this section] shall apply to transfers after October
2, 1989, in taxable years ending after such date.

‘“(2) BINDING CONTRACT.—The amendments made by
this section shall not apply to any transfer pursuant to
a written binding contract in effect on October 2, 1989,
and at all times thereafter before such transfer.

‘“(3) CORPORATE TRANSFERS.—In the case of property
transferred (directly or indirectly through a partner-
ship or otherwise) by a C corporation, paragraphs (1)
and (2) shall be applied by substituting ‘July 11, 1989’
for ‘October 2, 1989’. The preceding sentence shall not
apply where the corporation meets the requirements of
section 1504(a)(2) of the Internal Revenue Code of 1986
with respect to the transferee corporation (and where
the transfer is not part of a plan pursuant to which the
transferor subsequently fails to meet such require-
ments).”’

EFFECTIVE DATE OF 1988 AMENDMENT

Pub. L. 100-647, title I, §1018(d)(5)(G), Nov. 10, 1988, 102
Stat. 3580, provided that the amendment made by that
section is effective with respect to transfers on or after
June 21, 1988.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97-248 applicable to transfers
occurring after Aug. 31, 1982, except for certain trans-
fers pursuant to an application to form a BHC filed
with the Federal Reserve Board before Aug. 16, 1982, see
section 226(c) of Pub. L. 97-248, set out as a note under
section 304 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-589 applicable to trans-
actions which occur after Dec. 31, 1980, other than
transactions which occur in proceedings in bankruptcy
cases or similar judicial proceedings or in proceedings
under Title 11, Bankruptcy, commencing on or before
Dec. 31, 1980, except as otherwise provided, see section
7 of Pub. L. 96-589, set out as a note under section 108
of this title.

TITLE 26—INTERNAL REVENUE CODE

§354

EFFECTIVE DATE OF 1976 AMENDMENT

Pub. L. 94455, title XIX, §1901(a)(48)(C), Oct. 4, 1976,
90 Stat. 1772, provided that: ‘“The amendments made by
this paragraph [amending this section] shall take effect
with respect to transfers of property occurring after
the date of the enactment of this Act [Oct. 4, 1976].”

EFFECTIVE DATE OF 1966 AMENDMENT

Pub. L. 89-809, title II, §203(c), Nov. 13, 1966, 80 Stat.
1577, provided that: ‘“The amendments made by sub-
sections (a) and (b) [amending this section] shall apply
with respect to transfers of property to investment
companies whether made before, on, or after the date of
the enactment of this Act [Nov. 13, 1966].”’

SUBPART B—EFFECTS ON SHAREHOLDERS AND
SECURITY HOLDERS

Sec.

354. Exchanges of stock and securities in certain
reorganizations.

355. Distribution of stock and securities of a con-
trolled corporation.

356. Receipt of additional consideration.

357. Assumption of liability.

358. Basis to distributees.

§354. Exchanges of stock and securities in cer-
tain reorganizations

(a) General rule
(1) In general

No gain or loss shall be recognized if stock
or securities in a corporation a party to a re-
organization are, in pursuance of the plan of
reorganization, exchanged solely for stock or
securities in such corporation or in another
corporation a party to the reorganization.

(2) Limitation
(A) Excess principal amount

Paragraph (1) shall not apply if—

(i) the principal amount of any such se-
curities received exceeds the principal
amount of any such securities surrendered,
or

(ii) any such securities are received and
no such securities are surrendered.

(B) Property attributable to accrued interest

Neither paragraph (1) nor so much of sec-
tion 356 as relates to paragraph (1) shall
apply to the extent that any stock (includ-
ing nonqualified preferred stock, as defined
in section 351(g)(2)), securities, or other
property received is attributable to interest
which has accrued on securities on or after
the beginning of the holder’s holding period.

(C) Nongqualified preferred stock
(i) In general

Nonqualified preferred stock (as defined
in section 351(g)(2)) received in exchange
for stock other than nonqualified preferred
stock (as so defined) shall not be treated
as stock or securities.

(ii) Recapitalizations of family-owned cor-
porations
(I) In general
Clause (i) shall not apply in the case of
a recapitalization under section

368(a)(1)(E) of a family-owned corpora-
tion.
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