§546

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by section 32(a) of Pub. L. 85-866 applica-
ble to taxable years beginning after Dec. 31, 1953, and
ending 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 I, §32(c), Sept. 2, 1958, 72 Stat.
1632, as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095, provided that: ‘“The amendment made by
subsection (b) of this section [amending this section]
shall apply with respect to adjustments under section
545(b)(4) of the Internal Revenue Code of 1986 [formerly
I.R.C. 1954] for taxable years beginning 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 456K of this title.

Pub. L. 94-455, title XIX, §1951(b)(9)(B), Oct. 4, 1976, 90
Stat. 1839, provided that: ‘‘Notwithstanding subpara-
graph (A) [amending this section], if any amount was
deducted under paragraph (9) of section 545(b) in a tax-
able year beginning before January 1, 1977, on account
of a lien which is satisfied or released in a taxable year
beginning on or after such date, the amount so de-
ducted shall be included in income, for purposes of sec-
tion 545, as provided in the second sentence of such
paragraph. Shareholders of any corporation which has
amounts included in its income by reason of the preced-
ing sentence may elect to compute the income tax on
dividends attributable to amounts so included as pro-
vided in the third sentence of such paragraph.’’

§546. 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 personal hold-
ing company tax imposed by section 541.

(Aug. 16, 1954, ch. 736, 68A Stat. 191.)

§547. Deduction for deficiency dividends

(a) General rule

If a determination (as defined in subsection
(c)) with respect to a taxpayer establishes liabil-
ity for personal holding company tax imposed
by section 541 (or by a corresponding provision
of a prior income tax law) for any taxable year,
a deduction shall be allowed to the taxpayer for
the amount of deficiency dividends (as defined
in subsection (d)) for the purpose of determining
the personal holding company tax for such year,
but not for the purpose of determining interest,
additional amounts, or assessable penalties com-
puted with respect to such personal holding
company tax.

(b) Rules for application of section
(1) Allowance of deduction
The deficiency dividend deduction shall be
allowed as of the date the claim for the defi-
ciency dividend deduction is filed.
(2) Credit or refund

If the allowance of a deficiency dividend de-
duction results in an overpayment of personal
holding company tax for any taxable year,
credit or refund with respect to such overpay-
ment shall be made as if on the date of the de-
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termination 2 years remained before the expi-
ration of the period of limitation on the filing
of claim for refund for the taxable year to
which the overpayment relates. No interest
shall be allowed on a credit or refund arising
from the application of this section.

(c) Determination

For purposes of this section, the term ‘‘deter-
mination’ means—

(1) a decision by the Tax Court or a judg-
ment, decree, or other order by any court of
competent jurisdiction, which has become
final;

(2) a closing agreement made under section
7121; or

(3) under regulations prescribed by the Sec-
retary, an agreement signed by the Secretary
and by, or on behalf of, the taxpayer relating
to the liability of such taxpayer for personal
holding company tax.

(d) Deficiency dividends
(1) Definition

For purposes of this section, the term ‘‘defi-
ciency dividends’” means the amount of the
dividends paid by the corporation on or after
the date of the determination and before filing
claim under subsection (e), which would have
been includible in the computation of the de-
duction for dividends paid under section 561
for the taxable year with respect to which the
liability for personal holding company tax ex-
ists, if distributed during such taxable year.
No dividends shall be considered as deficiency
dividends for purposes of subsection (a) unless
distributed within 90 days after the determina-
tion.

(2) Effect on dividends paid deduction
(A) For taxable year in which paid

Deficiency dividends paid in any taxable
year (to the extent of the portion thereof
taken into account under subsection (a) in
determining personal holding company tax)
shall not be included in the amount of divi-
dends paid for such year for purposes of com-
puting the dividends paid deduction for such
year and succeeding years.

(B) For prior taxable year

Deficiency dividends paid in any taxable
year (to the extent of the portion thereof
taken into account under subsection (a) in
determining personal holding company tax)
shall not be allowed for purposes of section
563(b) in the computation of the dividends
paid deduction for the taxable year preced-
ing the taxable year in which paid.

(e) Claim required

No deficiency dividend deduction shall be al-
lowed under subsection (a) unless (under regula-
tions prescribed by the Secretary) claim there-
for is filed within 120 days after the determina-
tion.
(f) Suspension of statute of limitations and stay

of collection
(1) Suspension of running of statute

If the corporation files a claim, as provided
in subsection (e), the running of the statute of
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