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Public Law 94-452
94th Congress

An Act
To amend the Internal Revenue Code of 1954 with respect to the tax treatment M
of certain divestitures of assets by bank holding companies. [H.R. 11997]

Be it enacted by the Senate and House of Representatives of the
L nited States of Amevica in Congress assembled, Bank Holding

SECTION 1. SHORT TITLE. Comany Taxiat
This Act may be cited as the “Bank Holding Company Tax Act of 96 Usc 1101
19767 note.
SEC. 2. DISTRIBUTIONS PURSUANT TO BANK HOLDING COMPANY ACT
AMENDMENTS OF 1970,
(a) Tax-Free Distrisurions.—Part VIII of subchapter O of chap-
ter 1 of the Internal Revenue Clode of 1954 (relating to distributions
pursuant to Bank Holding Company Act of 1956) is amended to read 12 USC 1841
as follows : note

“PART VIII—DISTRIBUTIONS PURSUANT TO BANK
HOLDING COMPANY ACT

“See. 1101, Distributions pursuant to Bank Holding Company Act.
“See, 1102, Special rules.
“See. 1103, Definitions,

“SEC. 1101. DLS&RIBUTIONS PURSUANT TO BANK HOLDING COMPANY 26 USC 1101.

*(a) Distrisurions oF CErraiN NoN-Banking ProrerTYy.—
*(1) DISTRIBUTIONS OF PROHIBITED PROPERTY.—I1f—

*(A) a qualified bank holding corporation distributes pro-
hibited property (other than stock received in an exchange to
which subsection (¢) (2) applies)—

(1) to a shareholder (with respect to its stock held by
such shareholder), without the surrender by such share-
holder of stock in such corporation, or

“(ii) to a shareholder, in exchange for its preferred
stock, or

“(1i1) to a security holder, in exchange for its securi-
ties, and

“(B) the Board has, before the distribution, certified that
the distribution of such prohibited property is necessary or
aPpmprinte to effectuate section 4 of the Bank Holding
Company Act,

then no gain to the shareholder or security holder from the receipt
of such property shall be recognized.

#(2) DISTRIBUTIONS OF STOCK AND SECURITIES RECEIVED IN AN
EXCHANGE TO WHICH SUBSECTION (c¢) (2) appLies.—If—

“(A) a qualified bank holding corporation distributes—

“(i) common stock received in an exchange to which
subsection (c) (2) applies to a shareholder (with respect
to its stock held by such shareholder), without the sur-
render by such shareholder of stock in such corporation,
or
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“(i1) common stock received in an exchange to which
subsection (c¢) (2) applies to a shareholder, in exchange
for its common stock, or

“(ii1) preferred stock or common stock received in an
exchange to which subsection (¢) (2) applies to a share-
holder, in exchange for its preferred stock, or

“(iv) securities or preferred or common stock received
in an exchange to which subsection (¢) (2) ap(Flies to a
security holder in exchange for its securities, an

“(B) any preferred stock received has substantially the
same terms as the preferred stock exchanged, and any securi-
ties received have substantially the same terms as the securi-
ties exchanged,

then, except as provided in subsection (f), no gain to the share-
holder or security holder from the receipt of such stock or such
securities or such stock and securities shall be recognized.

“(3) Pro RATA AND OTHER REQUIREMENTS.—

“(A) In generan.—Paragraphs (1) and (2) of this sub-
sectlon, or paru%i‘aphs (1) and (2) of subsection (b), as the
case may be, shall apply to any distribution to the sharehold-
ers of a qualified bank holding corporation only if each
distribution—

“(i) which is made by such corporation to its share-
holders after July 7, 1970, and on or before the date on
which the Board makes its final certification under sub-
section (e), and

“(ii) to which such paragraph (1) or (2) applies
(determined without regard to this paragraph),

meets the requirements of subparagraph (B), (C), or (D).

“(B) Pro rara rREQUIREMENTS.—A distribution meets the
requirements of this subparagraph if the distribution is pro
rata with respect to all shareholders of the distributing quali-
fied bank holding corporation or with respect to al% are-
holders of common stock of such corporation.

“(C) REDEMPTIONS WHEN UNIFORM OFFER IS MADE.—A dis-
tribution meets the requirements of this subparagraph if the
distribution is in exchange for stock of the distributing quali-
fied bank holding corporation and such distribution is pur-
suant to a good faith offer made on a uniform basis to all
shareholders of the distributing qualified bank holding cor-
poration or to all shareholders of common stock of such
corporation.

“(D) NON-PRO RATA DISTRIBUTIONS FROM CERTAIN CLOSELY-
HELD CORPORATIONS.—A distribution meets the requirements
of this subparagraph if such distribution is made by a quali-
fied bank holding corporation which does not have more than
10 shareholders (within the meaning of section 1371 (a) (1))
and does not have as a shareholder a person (other than an
estate) which is not an individual, and if the Board (after
ggns tation with the Secretary or his delegate) certifies

at—

(i) a distribution which meets the requirements of
subparagraph (B) or (C) is not appropriate to effectuate
section 4 or the policies of the Bank Holding Company
Act, and

“(ii) the distribution being made is necessary or
ippmpriabe to effectnate section 4 of the policies of such

ct.
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“(4) Exceprion.—This subsection shall not apply to any dis-
tribution by a corporation if such corporation, a corporation
having control of such corporation, or a subsidiary of such cor-
poration has made any distribution pursuant to subsection (bf{
or has made an election under section 6158 with respect to ban
property (as defined in section 6158 (f) (3)).

“(5) DISTRIBUTIONS INVOLVING GIFT OR COMPENSATION.—In the
caﬁngs ﬁf a distribution to which paragraph (1) or (2) applies but
which—

“(A) results in a gift, see section 2501 and following, or ~ 26 USC 2501.
“(B) has the effect of the payment of compensation, see
section 61. 26 USC 61.
“(b) CorrporatioNn Crasine To Be a4 Baxnk Horpine CoMPANY.—

“(1) DISTRIBUTIONS OF PROPERTY WHICH CAUSE A CORPORATION
TO BE A BANK HOLDING COMPANY.—If—

“(A) aqualified bank holding corporation distributes prop-
erty (other than stock received in an exchange to which
subsection (¢) (3) applies)—

“(i) to a shareholder (with respect to its stock held
by such shareholder), without the surrender by such
shareholder of stock in such corporation, or

“(ii) to a sharcholder, in exchange for its preferred
stock, or

‘(iii) to a security holder, in exchange for its securities,

Post, p. 1512.

an
“(B) the Board has, before the distribution, certified that—
‘(i) such property is all or part of the property by
reason of which such corporation controls (within the
meaning of section 2(a) of the Bank Holding Com-
pany Act) a bank or bank holdin% company, or such 12 USC 1841
property is part of the property by reason of which
such corporation did control a bank or a bank holding
company before any property of the same kind was
distributed under this subsection or exchanged under
subsection (c) (3), and
“(i1) the distribution is necessary or appropriate to
effectuate the policies of such Act,
then no gain to the shareholder or security holder from the receipt
of such %roperty shall be recognized.
“(2) DISTRIBUTIONS OF STOCK AND SECURITIES RECEIVED IN AN
EXCHANGE TO WHICH SUBSECTION ic} (3)apprLies.—If—
“(A? a qualified bank holding corporation distributes—
‘(i) common stock received in an exchange to which
subsection (c) (3) applies to a shareholder (with respect
to its stock held by such shareholder), without the sur-
render by such shareholder of stock in such corporation,
or
#(ii) common stock received in an exchange to which
subsection (c) (3) applies to a shareholder in exchange
for its common stock, or
“(iii) preferred stock or common stock received in an
exchange to which subsection (c¢)(3) applies to a share-
holder, in exchange for its preferred stocl, or
_ “(iv) securities or preferred or common stock received
in an exchange to which subsection (¢)(3) applies to a
security holder, in exchange for its securities, and
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“(B) any preferred stock received has substantially the
same terms as the preferred stock exchanged, and any securi-
ties received have substantially the same terms as the securi-
ties exchanged,

then, except as provided in subsection (f), no gain to the share-
holder or security holder from the receipt of such stock or such
securities or such stock and securities shall be recognized.

“(3) Pro RATA AND OTHER REQUIREMENTS.—For pro rata and
other requirements, see subsection (a) (3).

“(4) Excerrion.—This subsection shall not apply to any dis-
tribution by a corporation if such corporation, a corporation
having control of such corporation, or a subsidiary of such cor-
Eoration has made any distribution pursuant to subsection (a) or

as made an election under section 6158 with respect to prohibited
property.

#(5) DISTRIBUTIONS INVOLVING GIFT OR COMPENSATION.—In
the case of a distribution to which paragraph (1) or (2) applies
but which—

* fA results in a gift, see section 2501 and following, or
*(B) has the effect of the payment of compensation, see
section 61.

“(c) Prorerty Acquirep Arrer Juny 7,1970.—

“(1) In eenEraAL—Except as provided in paragraphs (2) and
(3), subsection (a) or (b) sHall not apply to—

“(A) any property aequired by the distributing corpora-
tion after July 7, 1970, unless (1) gain to such corporation
with respect to the receipt of such property was not recog-
nized by reason of subsection (a) or (b),or (ii) such property
was received by it in exchange for all of its stock in an
exchange to which paragraph (2) or (3) applies, or (iii) such
property was acquired by the distributing corporation in a
transaction in which gain was not recognized under section
305 (a) or section 332, or under section 354 or 356 (but only
with respeet to property permitted by section 354 or 356 to
be received without the recognition of gain or loss) with
respect to a reorganization deseribed in section 368(a) (1)
(AY, (BY, (E),or( F),or : o

“(B) any property which was acquired by the distributin

corporation in a distribution with respect to stock acquire
by such corporation after July 7, 1970, unless such stock was
acquired by such corporation (i) in a distribution (with
respect to stock held by it on July 7, 1970, or with respect
to stock in respect of which all previous applications of this
clause are satisfied) with respect to which gain to it was not
recognized by reason of subsection (a) or (b), or (ii) in
exchange for all of its stock in an exchange to which para-
graph (2) or (3) applies, or (iii) in a transaction in which
gain was not recognized under section 305(a) or section 332,
or under section 354 or 356 (but only with respect to property
permitted by section 354 or 356 to be received without the
recognition of gain or loss) with respect to a reorganization
described in section 368(a) (1) (A), (B), (E),or (F),or

“(C) any property acquired by the distributing corporation
in a transaction in which gain was not recognized under
section 332, unless such property was acquired from a corpo-
ration which, if it had been a qualified bank holding corpora-
tion, could have distributed such property under subsection
(a) (1) or (b) (1),0r
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“(D) any property acquired by the distributing corporation
in a transaction in which gain was not recognized under sec-
tion 354 or 356 with respect to a reorganization deseribed in 26 USC 354,
section 368(a)(1) (A) or (B), unless such property was 356.
acquired by the distributing corporation in exchange for prop- 26 USC 368.
erty which the distributing corporation could have distributed
unger subsection (a)(1) or (b)(1).

“(2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—If—

“(A) any qualified bank holding corporation exchanges (i)
property, which, under subsection (1?) 1), such corporation
could distribute directly to its shareholders or security hold-
ers without the recognition of gain to such shareholders or
securil&y holders, and other property (except Froperty de-
scribed in subsection (b) (1) (B) (i) ), for (ii) all of the stock
of a second corporation created and availed of solely for the
purpose of receiving such property,

“(B) immediately after the exchange, the qualified bank
holding corporation distributes all of such stock in a manner
preseribed in subseetion (a) (2) (A), and !

£ (Cg before such distribution, the Board has certified (with
res to the property exchanged which consists of property

which, under subsection (a) (1), such corporation could dis-

tribute directly to its shareholders or security holders without

the recognition of gain) that the exchange and distribution

are necessary or appropriate to effectuate section 4 of the Bank

Holding Company Act, 12 USC 1843.

then paragraph (1) shall not apply with respect to such
distribution.
“(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If—

“(A) any qualified bank holding corporation exchanges (i)
property which, under subsection (b) (1), such corporation
could distribute directly to its shareholders or security holders
without the recognition of gain to such shareholders or
security holders, and other property (except prohibited prop-
ertg) , for (ii) all of the stock of a second corporation created
and availed of solely for the purpose of receiving such

property.

“(Plg:) immediately after the exchange, the gqualified bank
holding corporation distributes all of such stock in a man-
ner preseribed in subsection (b) (2) (A), and

“(C) before such distribution, the Board has certified
(with respect to the property exchanged which consists of
pI'OFBI‘tj’ which, under subsection (b)(1), such corporation
could distribute directly to its shareholders or security holders
without the recognition of gain) that—

(1) such property is all or part of the property by
reason of which such corporation controls (within the
meaning of section 2(a) of the Bank Holding Company
Act) a bank or bank holding company, or such property 12 USC 1841.
is part of the progerty by reason of which such corpora-
tion did control a bank or a bank holding company before
anz property of the same kind was distributed under

sudsectmn (b) (1) or exchanged under this paragraph,
an:

“(ii) the exchange and distribution are necessary or
appropriate to effectuate the policies of such Act,
then paragraph (1) shall not apply with respect to such
distribution.
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“(d) DistriBurions To Avorp Feperan Income Tax.—

“(1) PromIBITED PROPERTY.—Subsection (a) shall not apply to
a distribution if, in connection with such distribution, the dis-
tributing corporation retains, or transfers after July 7, 1970, to
any corporation, property (other than prohibited property) as
part of a plan one of the principal purposes of which is the dis-
tribution of the earnings and profits of any corporation.

“(2) Bankine proPERTY.—Subsection (b) shall not apply to a
distribution if, in connection with such distribution, the dis-
tributing corporation retains, or transfers after July 7, 1970 to
any corporation, property (other than property described in sub-
section (b) (1) (B) (1)) as part of a plan one ofythe principal pur-
poses of which is the distribution of the earnings and profits of
any corporation.

*(e) Fryar CERTIFICATION.—

*(1) For sursecTioN (a).—Subsection (a) shall not apply with
respect to any distribution by a corporation unless the Board cer-
tifies, before the close of the calendar year following the calendar
year in which the last distribution occurred, that the corporation
has (before the expiration of the period prohibited property is
permitted under the Bank Holding Company Act to be held by a
bank holding company) disposed of all of the property the dis-
position of which is necessary or appropriate to effectuate sec-
tion 4 of the Bank Holding Company Act.

“(2) For sussecrioN (b).—Subsection (b) shall not apply with
respect to any distribution by a corporation unless tll"ie Board
certifies, before the close of the calendar year following the calen-
dar year in which the last distribution occurred, that tie corpora-
tion has (before the expiration of the geriod prohibited property is

ermitted under the Bank Holding Company Act to be held by a
ank holding company) ceased to be a bank holding company.
“(f) Cerrain Excuaxces oF SEcuriTiES.—In the case of an excha
described in subsection (a) (2%)(A) (iv) or subsection (b) ﬂ2) (A) (iv),
subsection (a) or subsection (b) (as the case may be) shall apply only
to the extent that the principal amount of the securities received does
not exceed the principal amount of the securities exchanged.

“SEC. 1102. SPECIAL RULES.

*(a) Basis or ProrERTY AcQUIRED IN DistriuTIONs.—If, by reason
of section 1101, gain is not recognized with respect to the receipt of any
property, then, under regulations prescribed by the Secretary or
his delegate—

“(1) if the property is received by a shareholder with respect
to stock without the surrender by such shareholder of stock, the
basis of the property received and of the stock with respect to
which it is distributed shall, in the distributee’s hands, be deter-
mined by allocating between such property and such stock the
adjusted basis of such stock, or

(2) if the property is received by a shareholder in exchange
for stock or by a security holder in exchange for securities, the
basis of the property received shall, in the distributee’s hands, be
the same as tge adjusted basis of the stock or securities exchanged,
increased by the amount of gain to the taxpayer recognized on

the property received.

“(b) Emuons oF Limitarion.—The periods of limitation provided
in section 6501 (relating to limitations on assessment and collection)
shall not expire, with respect to any deficiency (includin% interest and
additions to the tax) resulting solely from the receipt of property by



PUBLIC LAW 94-452—OCT. 2, 1976

shareholders in a distribution which is certified by the Board under sub-
section (a), (b), or (c) of section 1101, until 5 years after the dis-
tributing corporation notifies the Secretary or his delegate (in such
manner and with such accompanying information as the Secretary or
his delegam may b ations prescribe) —

“(1) that l;ie al certification required by subsection (e) of
section 1101 has been made, or

“(2) that such final certification will not be made;

and such assessment may be made notwithstanding any provision
of law or rule of law which would otherwise prevent such assessment.

“(e) ArrocartoN oF EARNINGS AND PrOFITS.—

(1) DISTRIBUTION OF STOCK IN A CONTROLLED CORPORATION.—In
the case of a distribution by a qualified bank holding corporation
under section 1101 (a% (1) or (b)(1) of stock in a controlled
corporation, proper allocation with respect to the earning and
profits of the distributing corporation and the controlled corpora-
tion shall be made under regulations prescribed by the Secretary
or his delegate.

“(2) ExXcHANGES DESCRIBED IN SECTION 1101(C) (2) OR (3).—In
the case of any exchange described in section 1101 (c¢) (2) or (3),
proper allocation with respect to the earnings and profits of the
corporation transferring the property and the corporation
receiving such property shall be made under regulations preseribed
by the Secretary or his delegate.

“(8) DEFINITION OF CONTROLLED CORPORATION.—For purposes
of paragraph (1), the term ‘controlled corporation’ means a cor-
poration with respect to which at least 80 percent of the total
combined voting power of all classes of stock entitled to vote and
at least 80 percent of the total number of shares of all other
classes of stock is owned by the distributing qualified bank hold-
ing corporation,

“(d) Iremization or Properry.—In any certification under this
part, the Board shall make such specification and itemization of prop-
erty as may be necessary to carry out the provisions of this part.
“SEC. 1103. DEFINITIONS.

“(a) Bank Howping CompanNy; Bank Howpine Company Acr—
For purposes of this part—

“(1) Baxk sHoLpiNG comPANY.—The term ‘bank holding com-
pany’ means—

“(A) a bank holding company within the meaning of sec-
tion 2(a) of the Bank Holding Company Act, or

“(B) a bank holding company suﬂsi iary within the mean-
ing of section 2(d) of such Act.

“(2) Bank HOLDING coMPANY AcT.—The term ‘Bank Holding
Company Act’ means the Bank Holding Com%a.ny Act of 1956,
as amended through December 31, 1970 (12 U.S.C. 1841 et seq.).

“(b) QuarrFiep Bank Horpine CorPORATION.—

“(1) I~ eeNeraL.—Except as provided in paragraph (2), for
purposes of this part the term ‘qualified b holding corpora-
tion’ means any corporation (as defined in section 7701(a) (3))
which is a bank holding company and which holds prohibited
property acquired by it—

“(A) on or before July 7, 1970,

“(B) in a distribution in which gain to such corporation
with respect to the receipt of such property was not recog-
nized by reason of subsection (a) or (b) of section 1101, or

90 STAT. 1509

Regulations.

Regulations.

26 USC 1103.

12 USC 1841
note.

12 USC 1841.

26 USC 7701.
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“(C) in exchange for all of its stock in an exchange
described in section 1101 (¢) (2) or (c) (3).

#(2) LimrTaTIONS.—

“(A) A bank holding company shall not be a qualified bank
holding corporation, unless it would have been a bank hold-
ing company on July 7, 1970, if the Bank Holding Company
Act Amendments of 1970 had been in effect on such date,
or unless it is a bank holding company determined solely by
reference to—

¥(1) property acquired by it on or before July 7, 1970,

“(i1) property acquired by it in a distribution in which
gain to such corporation with respect to the receipt of
such property was not recognized by reason of subsec-
tion (a) or (b) of section 1101, or

“(iii) property acquired by it in exchange for all of

its stock 1n an exchange deseribed in section 1101 (¢) (2)

or (3).

For puf‘poses of this subparagraph, property held by a cor-

poration having control of the corporation or by a subsidiary

of the corporation shall be treated as held by the corporation.

“(B) A bank holding company sl.all not be a qualified bank
holding corporation by reason of property described in sub-
paragraph (B) of paragraph (1) or clause (ii) of subpara-
graph (A) of this paragraph, unless such property was
acquired in a distribution with respect to stock, which stock
was acquired by such bank holding company—

“(i) on or before July 7, 1970,

“%ii) in a distribution (with respect to stock held by
it on July 7, 1970, or with respect to stock in respect of
which all previous applications of this clause are satis-
fied) with respect to which gain to it was not recognized
by reason of subsection (a) or (b) of section 1101, or

“(iil) in exchange for all of its stock in an exchange
described in section 1101 (c) (2) or (3).

“(C) A corporation shall be treated as a qualified bank
holding corporation only if the Board certifies that it satis-
fies the foregoing requirements of this subsection.

“(8) CerraiN sUCCESSOR CORPORATIONS.—For purposes of this
subsection, a successor corporation in a reorganization described
in section 368(a) (1) (F) shall succeed to the status of its prede-
cessor corporation as a qualified bank holding corporation.

“(c) Prouisrrep Properry.—For purposes of this part, the term
‘prohibited property’ means, in the case of any bank holding com-
pany, property (other than nonexempt property) the disposition of
which would be necessary or appropriate to effectuate section 4 of the
Bank Holding Company Act if such company continued to be a bank
holding compan yond the period (including any extensions
thereof) speciﬁetf in subsection (a) of such section. The term ‘pro-
hibited property’ also includes shares of any company not in excess
of 5 percent of the outstanding voting shares of such company if the
prohibitions of section 4 of such Act apply to the shares of such
company in excess of such 5 percent.

“(d) No~nexemer ProrerrTy.— For purposes of this part, the term

‘nonexempt property’ means—

“(1) obhgations (including notes, drafts, bills of exchange,
and bankers’ acceptances) having a maturity at the time of issu-
ance of not exceeding 24 months, exclusive of days of grace,
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*(2) securities issued by or guaranteed as to prineipal or inter-
est by a government or subdivision thereof or by any instru-
mentality of a government or subdivision, or

“(3) money, and the right to receive money not evidenced by
a security or obligation (other than a security or obligation
deseribed in paragraph (1) or S:J,) )7

“(e) Boarn.—For purposes of this part, the term ‘Board’ means
the Board of Governors of the Federal Reserve System,

“(f) CoxrtroL: Sussiiary.—For pur(i)o:-;es of this part—

“(1) Coxrron.—Execept as provided in section 1102(c) (3), a
corporation shall be treated as having control of another corpora-
tion if such corporation has control (within the meaning of
section 2(a)(2) of the Bank Holding Company Act) of such
other corporation,

*(2) Stsswiary.—The term ‘subsidiary’ has the meaning given
t;) such term by section 2(d) of the Bank Holding Company
Act,

*(g) Ereceriox To Foreco GraxpraTiner ProvisioNn For Ann Prop-
rrry Represextine Pre-Juse 30, 1968, Acrivities—Any bank hold-
ing company may elect, for purposes of this part and section 6158, to
have the determination of \\‘ll(’f}lel' property 1s property described in
subsection (¢) or is property eligible to be distributed without recog-
nition of gain under section 1101 (b) (1) made under the Bank Holding
Company Act as if such Act did not contain the proviso of section
+(a) (2) thereof. Any election under this subsection shall apply to all
property described in such proviso and shall be made at Sll[‘}l time and
i such manner as the Secretary or his delegate may by regulations
presceribe. Any such election, once made, shall be irrevocable. An elec-
tion under this subsection or subsgection (h) shall not apply unless the
final certification referred to in section 1101 (e) or section 6158(c) (2),
as the case may be, ineludes a certifieation by the Board that the bank
holding company has disposed of either all banking property or all
nonbanking property.

“(h) Evecrioxy To Divest Aun BaxkiNe or NoxpaNgiNG ProreRTY
1y Case or Cerrary Crosery Hewn Baxk Howpixe Comreaxies.—Any
bank holding company may eleet, for purposes of this part and section
6138, to have the determination of whether property is property
described in subsection (¢) or is property eligible to be distributed
without recognition of gain under section 1101 (b) (1) made under the
Bank Holding Company Aet as if such Act did not contain clause (ii)
of section 4(¢) of such Aect. Any election under this subsection shall
apply to all property deseribed in subsection (e), or to all property
eligible to be distributed without recognition of gain under section
1101(b) (1), as the ease may be. and shall be made at such time and in
such manner as the Secretary or his delegate may by regulations pre-
seribe. Any such election, once made. shall be irrevocable.™

(b) AseExpMENT oF Secriox 311(d).—Paragraph (2) of section
311(d) of such Code (relating to exceptions and limitations to the
recognition of gain where appreciated property is used to redeem
stock) is amended by striking out “and™ at the end of subparagraph
(F). by striking out the period at the end of subparagraph (G) and
mserting in lieu thereof *; and”, and by adding af the end thereof the
following new subparagraph:

“(H) a distribution of stock to a distributee which is not an
organization exempt from tax under section 501(a), if with
respect to such distributee, subsection (a) (1) or (h)(1) of
section 1101 (relating to distributions pursuant to Bank
Holding Company Act) applies to such distribution.”

90 STAT. 1511

12 USC 1841.

Post, p. 1512.

Regulations.

12 USC 1843.

26 UsC 311.

26 USC 501.
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(¢) CrericaL AMENDMENT.—The table of parts for subchapter O of
chapter 1 of such Code is amended by striking out “of 1956".

26 USC 1101 (d) Errecrive Date.— .

note. (1) For sussecrion (a).—The amendments made by subsections
éa.) and (c) shall take effect on October 1, 1977, with respect to

istributions after July 7, 1970, in taxable years ending after
July 7, 1970, but only in the case of qualified bank holding corpo-
rations (within the meaning of section 1103(b) of the Internal
Revenue Code of 1954, as amended by subsection (a) of this
section).

(2) SPECIAL RULE FOR CERTIFYING DISTRIBUTIONS WHICH HAVE
ALREADY TAKEN PLACE.—For purposes of sections 1101 (a) (1) (B),
1101(a) (3) (D), 1101(b)(1)(B), 1101(c)(2)(C), 1101(c)(3)
(C), and 1101(e) of the Internal Revenue Code of 1954 (as
amended by subsection (a) of this section), in the case of any dis-
tribution which takes place on or before the 90th d&{n after the
date of the enactment of this Act, a certification by the Federal
Reserve Board described in any such section shall be treated as
made before the distribution (or, in the case of section 1101(e),
before the close of the calendar year following the calendar year
in which the last distribution occurred) if application for such
certification is made before the close of the 90th day after the date
of the enactment of this Act.

(3) Periop oF nimrraTioNs.—If refund or credit of any over-
payment of income tax attributable to the amendment made by
subsection (a) is prevented at any time before Qctober 1, 1978, by
the operation of any law or rule of law, refund or credit of such
overpayment may, nevertheless, be made or allowed if claim
therefor is filed before October 1, 1978.

26 USC 311 note. (4) For sussectioN (b).—The amendment made by subsection
(b) shall take effect on October 1, 1977, with respect to distri-
butions after December 31, 1975, in taxable years ending after
December 31, 1975.

SEC. 3. INSTALLMENT PAYMENT OF TAX.

(a) InsravpmeNT PaymMeENT.—Subchapter A of chapter 62 of the
Internal Revenue Code of 1954 (relating to place and due date for pay-
ment of tax) is amended by adding at the end thereof the following
new section :

26 USC 6158. “SEC. 6158. INSTALLMENT PAYMENT OF TAX ATTRIBUTABLE TO
DIVESTITURES PURSUANT TO BANK HOLDING COMPANY
ACT AMENDMENTS OF 1970.

“(a.z1 Erecrion or Exrension.—If, after July 7, 1970, a qualified
bank holding corporation sells bank property or prohibited property,
the divestiture of either of which the Board certifies, before such sale,
is necessary or appropriate to effectuate section 4 or the policies of the

12 USC 1843. Bank Holding Company Act, the tax under chapter 1 attributable to
such sale shall, at the election of the taxpayer, be payable in equal
annual installments beginning with the due date (determined without
e.tension) for the taxpayer’s return of tax under chapter 1 for the
taxable year in which the sale occurred and ending with the corre-
sponding date in 1985. If the number of installments determined under
the preceding sentence is less than 10, such number shall be increased
to 10 equal annual installments which begin as provided in the pre-
ceding sentence and which end on the corresponding date 10 years

Regulations. later. An election under this subsection shall be made at such time and
in such manner as the Secretary or his delegate may by regulations
prescribe.
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“(b) LiMmrraTroNs.—

“(1) TREATMENT NOT AVAILABLE TO TAXPAYER FOR BOTH BANK
PROPERTY AND PROHIBITED PROPERTY.—This section shall not apply
to any sale of prohibited property if the taxpayer (or a corpora-
tion having control of the taxpayer or a subsidiary of the tax-
payer) has made an election under subsection (a) with respect to
bank property or has made any distribution pursuant to section
1101(b). This section shall not apply to bank property if the tax-
payer (or a corporation having control of the taxpayer or a sub-
sidiary of the taxpayer) has made an election under subseetion
(a) with respect to prohibited property or has made any distri-
bution pursuant to section 1101 (a).

“(2) TREATMENT NOT AVAILABLE FOR CERTAIN INSTALLMENT
sates.—No election may be made under subsection (a) with
respect to a sale if the income from such sale is being returned at
the time and in the manner provided in section 4563 (relating to
installment method).

“(c) AccereratioNn or Payments.—If an clection is made under
?lll)iﬁ%tion (a) and before the tax attributable to such sale is paid in

nll—

“(1) any installment under this section is not paid on or before
the date fixed by this section for its payment, or

“(2) the Board fails to make a certification similar to the
applicable certification provided in section 1101(e) within the
time prescribed therein (for this purpose treating the last such
sale as constituting the last distributionl; s

then the extension of time for payment of tax provided in this section
shall cease to apply, and any portion of the tax payable in installments
shall be paid on notice and demand from the Secretary or his delegate.

“(d) ProraTioxn or Dericiexcy To InstarrmeEnTs.—If an election
is made under subsection (a) and a deficiency attributable to the sale
has been assessed, the deficiency shall be prorated to such installments.
The part of the deficiency so prorated to any installment the date for
payment of which has not arrived shall be collected at the same time
as, and as part of, such installment. The part of the deficiency so
prorated to any installment the date for payment of which has arrived
shall be paid on notice and demand from the Secretary or his delegate.
This subsection shall not apply if the deficiency is due to negligence,
to intentional disregard of rus)es and regulations, or to fraud with intent
toevade tax.

“(e) Bonp May Be Requiren.—If an election is made under this
section, section 6165 shall apply as though the Secretary were extending
the time for payment of the tax,

“(f) Derinrrions.—For purposes of this section—

“(1) TERMS HAVE MEANINGS GIVEN TO TH3M BY SECTION 1108, —
The terms ‘qualified bank holding corporation’, ‘Bank Holding
Company Act’, ‘Board’; ‘contm%’, and ‘subsidiary’ have the
respective meanings given to such terms by section 1103.

“(2) PronisiTeEp PROPERTY.—The term ‘prohibited property’
means property held by a qualified bank holding corporation
which could be distributed without recognition of gain under
section 1101 (a) (1).

“(3) Bank propErTY.—The term ‘bank property’ means prop-
erty held by a qualified bank holding corporation which cmﬁd
distributed without recognition of gain under section 1101 (b) (1).

“(g) Cross REFERENCES.—

“(1) Security—For authority of the Secretary or his delegate to

require security in the case of an extension under this section, see
section 6165.
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26 USC 1101.

26 USC 453.
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“(2) Period of limitation.—For extension of the period of limitation

in the case of an extension under this section, see section 6503(i).”

S})) Exrension or Trme ror CorrectioN oF Tax.—Section 6503 of
such Code (relating to suspension of running of period of limitation)
is amended by redesignating subsection (i) as subsection (j) and by
inserting after subsection (%1} the following new subsection :

“(1) Exrension or Time ror Correcring TAx ATIRIBUTABLE TO
Divestirures Pursvant 1o Baxk Howping Comrany Aer Amenp-
»ENTS OF 1970.—The running of the period of limitations for collection
of the tax attributable to a sale with respect to which the taxpayer
makes an election under section 6158 (a) shall be suspended for the
period during which there are any unpaid installments of such tax.”

(¢) TECHNTICAL AMENDMENTS.—

(1) The table of sections for subchapter A of chapter 62 of
such Code is amended by adding at the end thereof the follow-
ing new 1tem:

“Sec. 6158. Installment payment of tax attributable to divestitures pur-

3155‘1)11':. to Bank Holding Company Act Amendments of
(A8

(2) Subsection (a) of section 6151 of such Code (relatiél{f to
time and place for paying tax shown on returns) is amend b’y
striking out “section,” and inserting in lieu thereof “subchapter,”.

(3) f’aragraph (2) of section 6601(b) of such Code (relating
to interest) is amended—

(A) by striking out “or 6156(a)” and inserting in lieu
thereof *, 6156(a), or 61568(a)”,
(B) by striking out “or 6156(13” and inserting in lieu
thereof “, 6156 (b), or 6158(a)”; an
(C) by inserting at the end thereof the following new
sentence:
“For purposes of subparagraph (A), section 6158(a) shall be
treated as providing that the date prescribed for payment of
each installment shall not be later than the date prescribed for
payment of the 1985 installment.”

id) ArprrcapiLity To CErRTAIN Stccessor CorroraTions—If, after
July 7, 1970, and before Angust 1, 1974—

(1) a corporation acquires substantially all of the properties
of a qualified bank holding corporation E_as defined in section
1103 (?1) of the Internal Revenue Code of 1954) in a transac-
tion deseribed in sections 368 (a) (1) (A) and 368 (a) (2) (D), and

(2) the acquiring corporation (or a corporation in control of
the ncquiring corporation) acquires beneficial interests in shares
described in section 2(g) (2) of the Bank Holding Company Act
(as defined in section 1103(a) (2) of the Internal Revenue Code
of 1954) in a transaction to which section 351 applies,

then, the acquiring corporation (or a corporation which is in con-
trol (within the meaning of section 2(a)(2) of such Act) of the
acquiring corporation or a subsidiary (within the meaning of section
2(d) of such Aet) of the corporation so in control) shall be treated
as a qualified bank holding corporation for purpeses of section 1103

b) and 6158 of the Internal Revenue Code of 1954 and the shares

escribed in such section 2(g) (2) shall be considered property which
is acquired by such corporation, for purposes of section 1101(e¢) (1)
(A) (iii) of the Internal Revenue Code of 1954, after July 7, 1970.

(e) Errecrive DaTes.—



PUBLIC LAW 94-452—O0CT. 2, 1976

(1) I~ generaL—The amendments made by this section shall
take effect on October 1, 1977, with respect to sales after July 7,
1970, in taxable years ending after July 7, 1970, but only in
the case of qualified bank holding corporations (witilin the mean-
ing of section 1103(b) of the Internal Revenue Code of 1954,
as amended by section 2(a) of this Act).

(2) SPECIAL RULE FOR CERTIFYING SALES WHICH HAVE ALREADY
TAKEN PLACE—For purposes of section 6158(a) of the Internal
Revenue Code of 1954 (as added by subsection (a) of this sec-
tion) in the case of any sale which takes place on or before
the 90th day after the date of the enactment of this Act, a
certification by the Federal Reserve Board described in sec-
tion 6158(a) shall be treated as made before the sale if application
for such certification is made before the close of the 90th day
after the date of the enactment of this Act.

(3) REFUND OF TAX.—

(A) Iy eeneran—If any tax attributable to a sale which
occurred before October 1, 1977, is payable in annual install-
ments by reason of an election under section 6158(a) of the
Internal Revenue Code of 1954, any portion of such tax for
which the due date of the installment does not occur before
October 1, 1977, shall, on application of the taxpayer, be
treated as an overpayment of tax.

(B) INTEREST ON OVERPAYMENTS.—For purposes of section
6611(b), in the case of any overpayment attributable to sub-
paragraph (A), the date of the overpayment shall be the day
which is 6 months after the latest of the following :

(1) the date on which application for refund or credit
of such overpayment is filed,

(ii) the due date preseribed by law (determined with-
out extensions) for filing the return of tax under chapter
1 of the Internal Revenue Code of 1954 for the taxable
year the tax of which is being refunded or credited, or

iii) the date of the enactment of this Act.
(C) SION OF PERIOD OF LIMITATIONS.—If any refund
or credit of tax attributable to the application of subpara-
raph (A) is prevented at any time before October 1, 1978,
¥ the operation of any law or rule of law, refund or credit
of such overpayment may, nevertheless, be made or allowed if
claim therefor 1s filed before October 1, 1978.

Approved October 2, 1976.

LEGISLATIVE HISTORY:

HOUSE REPORT No. 94-879 (Comm. on Ways and Means).
SENATE REPORT No. 94-1192 (Comm. on Finance).
CONGRESSIONAL RECORD, Vol. 122 (1976):

Mar. 15, considered and passed House.
Sept. 21, considered and passed Senate.

90 STAT. 1515

Ante, p. 1512.



