§536

EFFECTIVE DATE OF 1976 AMENDMENT

For effective date of amendment by section 1033(b)(3)
of Pub. L. 94-455, see section 1033(c) of Pub. L. 94-455,
set out as a note under section 960 of this title.

Amendment by section 1901(a)(74), (b)(20)(A), (32)(C),
(33)(D) of Pub. L. 94-455 applicable with respect to tax-
able years beginning after Dec. 31, 1976, see section
1901(d) of Pub. L. 94-455, set out as a note under section
2 of this title.

EFFECTIVE DATE OF 1975 AMENDMENT

Pub. L. 94-12, title III, §305(c), Mar. 29, 1975, 89 Stat.
45, provided that: ‘“The amendments made by section
304 [amending this section and sections 243, 15651, and
1561 of this title] apply to taxable years beginning after
December 31, 1974.”

EFFECTIVE DATE OF 1969 AMENDMENT

Amendment by section 401(b)(2)(C) of Pub. L. 91-172
applicable with respect to taxable years beginning after
Dec. 31, 1969, see section 401(h)(2) of Pub. L. 91-172, set
out as a note under section 1561 of this title.

Amendment by section 512(f)(5), (6) of Pub. L. 91-172
applicable with respect to net capital losses sustained
in taxable years beginning after Dec. 31, 1969, see sec-
tion 512(g) of Pub. L. 91-172, set out as a note under sec-
tion 1212 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by Pub. L. 88-272 applicable to taxable
years beginning after Dec. 31, 1963, see section 207(c) of
Pub. L. 88-272, set out as a note under section 164 of
this title.

EFFECTIVE DATE OF 1962 AMENDMENTS

Amendment by Pub. L. 87-834 applicable in respect of
any distribution received by a domestic corporation
after Dec. 31, 1964, and in respect of any distribution re-
ceived by a domestic corporation before Jan. 1, 1965, in
a taxable year of such corporation beginning after Dec.
31, 1962, but only to the extent that such distribution is
made out of the accumulated profits of a foreign cor-
poration for a taxable year (of such foreign corpora-
tion) beginning after Dec. 31, 1962, see section 9(e) of
Pub. L. 87-834, set out as an Effective Date note under
section 78 of this title.

Amendment by Pub. L. 87-403 applicable only with re-
spect to distributions made after Feb. 2, 1962, see sec-
tion 3(g) of Pub. L. 87-403, set out as a note under sec-
tion 312 of this title.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by section 31 of Pub. L. 85-866 applicable
to taxable years beginning after Dec. 31, 1953, and end-
ing after Aug. 16, 1954, see section 1(c)(1) of Pub. L.
85-866, set out as a note under section 165 of this title.

Pub. L. 85-866, title II, §205(b), Sept. 2, 1958, 72 Stat.
1680, provided that: ‘“The amendments made by sub-
section (a) [amending this section and section 1551 of
this title] shall apply with respect to taxable years be-
ginning after December 31, 1957.”

SAVINGS PROVISION

For provisions that nothing in amendment by Pub. L.
101-508 be construed to affect treatment of certain
transactions occurring, property acquired, or items of
income, loss, deduction, or credit taken into account
prior to Nov. 5, 1990, for purposes of determining liabil-
ity for tax for periods ending after Nov. 5, 1990, see sec-
tion 11821(b) of Pub. L. 101-508, set out as a note under
section 45K of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
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amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§536. Income not placed on annual basis

Section 443(b) (relating to computation of tax
on change of annual accounting period) shall not
apply in the computation of the accumulated
earnings tax imposed by section 531.

(Aug. 16, 1954, ch. 736, 68A Stat. 182.)

§537. Reasonable needs of the business
(a) General rule

For purposes of this part, the term ‘‘reason-
able needs of the business’ includes—

(1) the reasonably anticipated needs of the
business,

(2) the section 303 redemption needs of the
business, and

(3) the excess business holdings redemption
needs of the business.

(b) Special rules
For purposes of subsection (a)—
(1) Section 303 redemption needs

The term ‘‘section 303 redemption needs”
means, with respect to the taxable year of the
corporation in which a shareholder of the cor-
poration died or any taxable year thereafter,
the amount needed (or reasonably anticipated
to be needed) to make a redemption of stock
included in the gross estate of the decedent
(but not in excess of the maximum amount of
stock to which section 303(a) may apply).

(2) Excess business holdings redemption needs

The term ‘‘excess business holdings redemp-
tion needs’” means the amount needed (or rea-
sonably anticipated to be needed) to redeem
from a private foundation stock which—

(A) such foundation held on May 26, 1969
(or which was received by such foundation
pursuant to a will or irrevocable trust to
which section 4943(c)(5) applies), and

(B) constituted excess business holdings on
May 26, 1969, or would have constituted ex-
cess business holdings as of such date if
there were taken into account (i) stock re-
ceived pursuant to a will or trust described
in subparagraph (A), and (ii) the reduction in
the total outstanding stock of the corpora-
tion which would have resulted solely from
the redemption of stock held by the private
foundation.

(3) Obligations incurred to make redemptions

In applying paragraphs (1) and (2), the dis-
charge of any obligation incurred to make a
redemption described in such paragraphs shall
be treated as the making of such redemption.

(4) Product liability loss reserves

The accumulation of reasonable amounts for
the payment of reasonably anticipated prod-
uct liability losses (as defined in section 172(f)
(as in effect before the date of enactment of
the Tax Cuts and Jobs Act)), as determined
under regulations prescribed by the Secretary,
shall be treated as accumulated for the rea-
sonably anticipated needs of the business.
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