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1996—Pub. L. 104–188, title I, § 1621(c), Aug. 20, 1996, 110 
Stat. 1867, added item for part V. 

1988—Pub. L. 100–647, title I, § 1018(u)(30), Nov. 10, 1988, 
102 Stat. 3591, added item for part IV. 

1978—Pub. L. 95–600, title III, § 362(d)(8), Nov. 6, 1978, 92 
Stat. 2852, added item for part III. 

PART I—REGULATED INVESTMENT 
COMPANIES 

Sec. 

851. Definition of regulated investment company. 
852. Taxation of regulated investment companies 

and their shareholders. 
853. Foreign tax credit allowed to shareholders. 
853A. Credits from tax credit bonds allowed to 

shareholders. 
854. Limitations applicable to dividends received 

from regulated investment company. 
855. Dividends paid by regulated investment com-

pany after close of taxable year. 

AMENDMENTS 

2009—Pub. L. 111–5, div. B, title I, § 1541(b)(3), Feb. 17, 
2009, 123 Stat. 362, added item 853A. 

1980—Pub. L. 96–223, title IV, § 404(b)(7), Apr. 2, 1980, 94 
Stat. 307, inserted ‘‘and taxable interest’’ after ‘‘divi-
dends’’ in item 854 for taxable years after Dec. 31, 1980, 
and before Jan. 1, 1982. 

1960—Pub. L. 86–779, § 10(b)(1), Sept. 14, 1960, 74 Stat. 
1008, inserted ‘‘and Real Estate Investment Trusts’’ in 
subchapter M heading, part I and part II designations 
thereunder and part I designation preceding table of 
sections numbered 851 to 855. 

§ 851. Definition of regulated investment com-
pany 

(a) General rule 

For purposes of this subtitle, the term ‘‘regu-
lated investment company’’ means any domestic 
corporation— 

(1) which, at all times during the taxable 
year— 

(A) is registered under the Investment 
Company Act of 1940, as amended (15 U.S.C. 
80a–1 to 80b–2) as a management company or 
unit investment trust, or 

(B) has in effect an election under such 
Act to be treated as a business development 
company, or 

(2) which is a common trust fund or similar 
fund excluded by section 3(c)(3) of such Act (15 
U.S.C. 80a–3(c)) from the definition of ‘‘invest-
ment company’’ and is not included in the def-
inition of ‘‘common trust fund’’ by section 
584(a). 

(b) Limitations 

A corporation shall not be considered a regu-
lated investment company for any taxable year 
unless— 

(1) it files with its return for the taxable 
year an election to be a regulated investment 
company or has made such election for a pre-
vious taxable year; 

(2) at least 90 percent of its gross income is 
derived from— 

(A) dividends, interest, payments with re-
spect to securities loans (as defined in sec-
tion 512(a)(5)), and gains from the sale or 
other disposition of stock or securities (as 
defined in section 2(a)(36) of the Investment 
Company Act of 1940, as amended) or foreign 
currencies, or other income (including but 

not limited to gains from options, futures or 
forward contracts) derived with respect to 
its business of investing in such stock, secu-
rities, or currencies, and 

(B) net income derived from an interest in 
a qualified publicly traded partnership (as 
defined in subsection (h)); and 

(3) at the close of each quarter of the taxable 
year— 

(A) at least 50 percent of the value of its 
total assets is represented by— 

(i) cash and cash items (including receiv-
ables), Government securities and securi-
ties of other regulated investment compa-
nies, and 

(ii) other securities for purposes of this 
calculation limited, except and to the ex-
tent provided in subsection (e), in respect 
of any one issuer to an amount not greater 
in value than 5 percent of the value of the 
total assets of the taxpayer and to not 
more than 10 percent of the outstanding 
voting securities of such issuer, and 

(B) not more than 25 percent of the value 
of its total assets is invested in— 

(i) the securities (other than Govern-
ment securities or the securities of other 
regulated investment companies) of any 
one issuer, 

(ii) the securities (other than the securi-
ties of other regulated investment compa-
nies) of two or more issuers which the tax-
payer controls and which are determined, 
under regulations prescribed by the Sec-
retary, to be engaged in the same or simi-
lar trades or businesses or related trades 
or businesses, or 

(iii) the securities of one or more quali-
fied publicly traded partnerships (as de-
fined in subsection (h)). 

For purposes of paragraph (2), there shall be 
treated as dividends amounts included in gross 
income under section 951(a)(1)(A)(i) or 1293(a) for 
the taxable year to the extent that, under sec-
tion 959(a)(1) or 1293(c) (as the case may be), 
there is a distribution out of the earnings and 
profits of the taxable year which are attrib-
utable to the amounts so included. For purposes 
of paragraph (2), the Secretary may by regula-
tion exclude from qualifying income foreign cur-
rency gains which are not directly related to the 
company’s principal business of investing in 
stock or securities (or options and futures with 
respect to stock or securities). For purposes of 
paragraph (2), amounts excludable from gross in-
come under section 103(a) shall be treated as in-
cluded in gross income. Income derived from a 
partnership (other than a qualified publicly 
traded partnership as defined in subsection (h)) 
or trust shall be treated as described in para-
graph (2) only to the extent such income is at-
tributable to items of income of the partnership 
or trust (as the case may be) which would be de-
scribed in paragraph (2) if realized by the regu-
lated investment company in the same manner 
as realized by the partnership or trust. 

(c) Rules applicable to subsection (b)(3) 

For purposes of subsection (b)(3) and this sub-
section— 
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(1) In ascertaining the value of the tax-
payer’s investment in the securities of an is-
suer, for the purposes of subparagraph (B), 
there shall be included its proper proportion of 
the investment of any other corporation, a 
member of a controlled group, in the securi-
ties of such issuer, as determined under regu-
lations prescribed by the Secretary. 

(2) The term ‘‘controls’’ means the owner-
ship in a corporation of 20 percent or more of 
the total combined voting power of all classes 
of stock entitled to vote. 

(3) The term ‘‘controlled group’’ means one 
or more chains of corporations connected 
through stock ownership with the taxpayer 
if— 

(A) 20 percent or more of the total com-
bined voting power of all classes of stock en-
titled to vote of each of the corporations (ex-
cept the taxpayer) is owned directly by one 
or more of the other corporations, and 

(B) the taxpayer owns directly 20 percent 
or more of the total combined voting power 
of all classes of stock entitled to vote, of at 
least one of the other corporations. 

(4) The term ‘‘value’’ means, with respect to 
securities (other than those of majority-owned 
subsidiaries) for which market quotations are 
readily available, the market value of such se-
curities; and with respect to other securities 
and assets, fair value as determined in good 
faith by the board of directors, except that in 
the case of securities of majority-owned sub-
sidiaries which are investment companies such 
fair value shall not exceed market value or 
asset value, whichever is higher. 

(5) The term ‘‘outstanding voting securities 
of such issuer’’ shall include the equity securi-
ties of a qualified publicly traded partnership 
(as defined in subsection (h)). 

(6) All other terms shall have the same 
meaning as when used in the Investment Com-
pany Act of 1940, as amended. 

(d) Determination of status 

(1) In general 

A corporation which meets the requirements 
of subsections (b)(3) and (c) at the close of any 
quarter shall not lose its status as a regulated 
investment company because of a discrepancy 
during a subsequent quarter between the value 
of its various investments and such require-
ments unless such discrepancy exists imme-
diately after the acquisition of any security or 
other property and is wholly or partly the re-
sult of such acquisition. A corporation which 
does not meet such requirements at the close 
of any quarter by reason of a discrepancy ex-
isting immediately after the acquisition of 
any security or other property which is wholly 
or partly the result of such acquisition during 
such quarter shall not lose its status for such 
quarter as a regulated investment company if 
such discrepancy is eliminated within 30 days 
after the close of such quarter and in such 
cases it shall be considered to have met such 
requirements at the close of such quarter for 
purposes of applying the preceding sentence. 

(2) Special rules regarding failure to satisfy re-
quirements 

If paragraph (1) does not preserve a corpora-
tion’s status as a regulated investment com-
pany for any particular quarter— 

(A) In general 

A corporation that fails to meet the re-
quirements of subsection (b)(3) (other than a 
failure described in subparagraph (B)(i)) for 
such quarter shall nevertheless be consid-
ered to have satisfied the requirements of 
such subsection for such quarter if— 

(i) following the corporation’s identifica-
tion of the failure to satisfy the require-
ments of such subsection for such quarter, 
a description of each asset that causes the 
corporation to fail to satisfy the require-
ments of such subsection at the close of 
such quarter is set forth in a schedule for 
such quarter filed in the manner provided 
by the Secretary, 

(ii) the failure to meet the requirements 
of such subsection for such quarter is due 
to reasonable cause and not due to willful 
neglect, and 

(iii)(I) the corporation disposes of the as-
sets set forth on the schedule specified in 
clause (i) within 6 months after the last 
day of the quarter in which the corpora-
tion’s identification of the failure to sat-
isfy the requirements of such subsection 
occurred or such other time period pre-
scribed by the Secretary and in the man-
ner prescribed by the Secretary, or 

(II) the requirements of such subsection 
are otherwise met within the time period 
specified in subclause (I). 

(B) Rule for certain de minimis failures 

A corporation that fails to meet the re-
quirements of subsection (b)(3) for such 
quarter shall nevertheless be considered to 
have satisfied the requirements of such sub-
section for such quarter if— 

(i) such failure is due to the ownership of 
assets the total value of which does not ex-
ceed the lesser of— 

(I) 1 percent of the total value of the 
corporation’s assets at the end of the 
quarter for which such measurement is 
done, or 

(II) $10,000,000, and 

(ii)(I) the corporation, following the 
identification of such failure, disposes of 
assets in order to meet the requirements of 
such subsection within 6 months after the 
last day of the quarter in which the cor-
poration’s identification of the failure to 
satisfy the requirements of such sub-
section occurred or such other time period 
prescribed by the Secretary and in the 
manner prescribed by the Secretary, or 

(II) the requirements of such subsection 
are otherwise met within the time period 
specified in subclause (I). 

(C) Tax 

(i) Tax imposed 

If subparagraph (A) applies to a corpora-
tion for any quarter, there is hereby im-
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posed on such corporation a tax in an 
amount equal to the greater of— 

(I) $50,000, or 
(II) the amount determined (pursuant 

to regulations promulgated by the Sec-
retary) by multiplying the net income 
generated by the assets described in the 
schedule specified in subparagraph (A)(i) 
for the period specified in clause (ii) by 
the highest rate of tax specified in sec-
tion 11. 

(ii) Period 

For purposes of clause (i)(II), the period 
described in this clause is the period begin-
ning on the first date that the failure to 
satisfy the requirements of subsection 
(b)(3) occurs as a result of the ownership of 
such assets and ending on the earlier of 
the date on which the corporation disposes 
of such assets or the end of the first quar-
ter when there is no longer a failure to sat-
isfy such subsection. 

(iii) Administrative provisions 

For purposes of subtitle F, a tax imposed 
by this subparagraph shall be treated as an 
excise tax with respect to which the defi-
ciency procedures of such subtitle apply. 

(e) Investment companies furnishing capital to 
development corporations 

(1) General rule 

If the Securities and Exchange Commission 
determines, in accordance with regulations is-
sued by it, and certifies to the Secretary not 
earlier than 60 days prior to the close of the 
taxable year of a management company or a 
business development company described in 
subsection (a)(1), that such investment com-
pany is principally engaged in the furnishing 
of capital to other corporations which are 
principally engaged in the development or ex-
ploitation of inventions, technological im-
provements, new processes, or products not 
previously generally available, such invest-
ment company may, in the computation of 50 
percent of the value of its assets under sub-
paragraph (A) of subsection (b)(3) for any quar-
ter of such taxable year, include the value of 
any securities of an issuer, whether or not the 
investment company owns more than 10 per-
cent of the outstanding voting securities of 
such issuer, the basis of which, when added to 
the basis of the investment company for secu-
rities of such issuer previously acquired, did 
not exceed 5 percent of the value of the total 
assets of the investment company at the time 
of the subsequent acquisition of securities. 
The preceding sentence shall not apply to the 
securities of an issuer if the investment com-
pany has continuously held any security of 
such issuer (or of any predecessor company of 
such issuer as determined under regulations 
prescribed by the Secretary) for 10 or more 
years preceding such quarter of such taxable 
year. 

(2) Limitation 

The provisions of this subsection shall not 
apply at the close of any quarter of a taxable 
year to an investment company if at the close 

of such quarter more than 25 percent of the 
value of its total assets is represented by secu-
rities of issuers with respect to each of which 
the investment company holds more than 10 
percent of the outstanding voting securities of 
such issuer and in respect of each of which or 
any predecessor thereof the investment com-
pany has continuously held any security for 10 
or more years preceding such quarter unless 
the value of its total assets so represented is 
reduced to 25 percent or less within 30 days 
after the close of such quarter. 

(3) Determination of status 

For purposes of this subsection, unless the 
Securities and Exchange Commission deter-
mines otherwise, a corporation shall be con-
sidered to be principally engaged in the devel-
opment or exploitation of inventions, techno-
logical improvements, new processes, or prod-
ucts not previously generally available, for at 
least 10 years after the date of the first acqui-
sition of any security in such corporation or 
any predecessor thereof by such investment 
company if at the date of such acquisition the 
corporation or its predecessor was principally 
so engaged, and an investment company shall 
be considered at any date to be furnishing cap-
ital to any company whose securities it holds 
if within 10 years prior to such date it has ac-
quired any of such securities, or any securities 
surrendered in exchange therefor, from such 
other company or predecessor thereof. For 
purposes of the certification under this sub-
section, the Securities and Exchange Commis-
sion shall have authority to issue such rules, 
regulations and orders, and to conduct such 
investigations and hearings, either public or 
private, as it may deem appropriate. 

(4) Definitions 

The terms used in this subsection shall have 
the same meaning as in subsections (b)(3) and 
(c) of this section. 

(f) Certain unit investment trusts 

For purposes of this title— 
(1) A unit investment trust (as defined in the 

Investment Company Act of 1940)— 
(A) which is registered under such Act and 

issues periodic payment plan certificates (as 
defined in such Act) in one or more series, 

(B) substantially all of the assets of which, 
as to all such series, consist of (i) securities 
issued by a single management company (as 
defined in such Act) and securities acquired 
pursuant to subparagraph (C), or (ii) securi-
ties issued by a single other corporation, and 

(C) which has no power to invest in any 
other securities except securities issued by a 
single other management company, when 
permitted by such Act or the rules and regu-
lations of the Securities and Exchange Com-
mission, 

shall not be treated as a person. 
(2) In the case of a unit investment trust de-

scribed in paragraph (1)— 
(A) each holder of an interest in such trust 

shall, to the extent of such interest, be 
treated as owning a proportionate share of 
the assets of such trust; 

(B) the basis of the assets of such trust 
which are treated under subparagraph (A) as 
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being owned by a holder of an interest in 
such trust shall be the same as the basis of 
his interest in such trust; and 

(C) in determining the period for which the 
holder of an interest in such trust has held 
the assets of the trust which are treated 
under subparagraph (A) as being owned by 
him, there shall be included the period for 
which such holder has held his interest in 
such trust. 

This subsection shall not apply in the case of a 
unit investment trust which is a segregated 
asset account under the insurance laws or regu-
lations of a State. 

(g) Special rule for series funds 

(1) In general 

In the case of a regulated investment com-
pany (within the meaning of subsection (a)) 
having more than one fund, each fund of such 
regulated investment company shall be treat-
ed as a separate corporation for purposes of 
this title (except with respect to the defini-
tional requirement of subsection (a)). 

(2) Fund defined 

For purposes of paragraph (1) the term 
‘‘fund’’ means a segregated portfolio of assets, 
the beneficial interests in which are owned by 
the holders of a class or series of stock of the 
regulated investment company that is pre-
ferred over all other classes or series in re-
spect of such portfolio of assets. 

(h) Qualified publicly traded partnership 

For purposes of this section, the term ‘‘quali-
fied publicly traded partnership’’ means a pub-
licly traded partnership described in section 
7704(b) other than a partnership which would 
satisfy the gross income requirements of section 
7704(c)(2) if qualifying income included only in-
come described in subsection (b)(2)(A). 

(i) Failure to satisfy gross income test 

(1) Disclosure requirement 

A corporation that fails to meet the require-
ment of paragraph (2) of subsection (b) for any 
taxable year shall nevertheless be considered 
to have satisfied the requirement of such para-
graph for such taxable year if— 

(A) following the corporation’s identifica-
tion of the failure to meet such requirement 
for such taxable year, a description of each 
item of its gross income described in such 
paragraph is set forth in a schedule for such 
taxable year filed in the manner provided by 
the Secretary, and 

(B) the failure to meet such requirement is 
due to reasonable cause and not due to will-
ful neglect. 

(2) Imposition of tax on failures 

If paragraph (1) applies to a regulated in-
vestment company for any taxable year, there 
is hereby imposed on such company a tax in an 
amount equal to the excess of— 

(A) the gross income of such company 
which is not derived from sources referred to 
in subsection (b)(2), over 

(B) 1⁄9 of the gross income of such company 
which is derived from such sources. 

(Aug. 16, 1954, ch. 736, 68A Stat. 268; Pub. L. 
85–866, title I, § 38, Sept. 2, 1958, 72 Stat. 1638; 

Pub. L. 91–172, title IX, § 908(a), Dec. 30, 1969, 83 
Stat. 717; Pub. L. 94–12, title VI, § 602(a)(2), Mar. 
29, 1975, 89 Stat. 58; Pub. L. 94–455, title XIX, 
§§ 1901(a)(109), 1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 
1783, 1834; Pub. L. 95–345, § 2(a)(3), Aug. 15, 1978, 92 
Stat. 481; Pub. L. 95–600, title VII, § 701(s)(1), Nov. 
6, 1978, 92 Stat. 2911; Pub. L. 97–424, title V, 
§ 547(b)(1), Jan. 6, 1983, 96 Stat. 2199; Pub. L. 
98–369, div. A, title X, § 1071(a)(1), July 18, 1984, 98 
Stat. 1049; Pub. L. 99–514, title VI, §§ 652(a), (b), 
653(a)–(c), 654(a), title XII, § 1235(f)(3), Oct. 22, 
1986, 100 Stat. 2297, 2298, 2575; Pub. L. 100–647, 
title I, § 1006(m), (n)(1), (2)(A), (B), (4), (5), (o), 
Nov. 10, 1988, 102 Stat. 3415, 3416; Pub. L. 105–34, 
title XII, § 1271(a)–(b)(7), Aug. 5, 1997, 111 Stat. 
1036, 1037; Pub. L. 108–357, title III, § 331(a)–(d), 
(f), Oct. 22, 2004, 118 Stat. 1476; Pub. L. 111–325, 
title II, § 201(a), (b), Dec. 22, 2010, 124 Stat. 3539, 
3540.) 

REFERENCES IN TEXT 

The Investment Company Act of 1940, as amended, re-
ferred to in subsecs. (a)(1), (b)(2)(A), (c)(6), and (f)(1), is 
title I of act Aug. 22, 1940, ch. 686, 54 Stat. 789, as 
amended, which is classified generally to subchapter I 
(§ 80a–1 et seq.) of chapter 2D of Title 15, Commerce and 
Trade. Section 2(a)(36) of the Act is classified to section 
80a–2(a)(36) of Title 15. For complete classification of 
this Act to the Code, see section 80a–51 of Title 15 and 
Tables. 

AMENDMENTS 

2010—Subsec. (d). Pub. L. 111–325, § 201(a), designated 
existing provisions as par. (1), inserted heading, and 
added par. (2). 

Subsec. (i). Pub. L. 111–325, § 201(b), added subsec. (i). 
2004—Subsec. (b). Pub. L. 108–357, § 331(b), inserted 

‘‘(other than a qualified publicly traded partnership as 
defined in subsection (h))’’ after ‘‘derived from a part-
nership’’ in concluding provisions. 

Subsec. (b)(2). Pub. L. 108–357, § 331(a), amended par. 
(2) generally. Prior to amendment, par. (2) read as fol-
lows: ‘‘at least 90 percent of its gross income is derived 
from dividends, interest, payments with respect to se-
curities loans (as defined in section 512(a)(5)), and gains 
from the sale or other disposition of stock or securities 
(as defined in section 2(a)(36) of the Investment Com-
pany Act of 1940, as amended) or foreign currencies, or 
other income (including but not limited to gains from 
options, futures, or forward contracts) derived with re-
spect to its business of investing in such stock, securi-
ties, or currencies; and’’. 

Subsec. (b)(3)(B). Pub. L. 108–357, § 331(f), amended 
subpar. (B) generally. Prior to amendment, subpar. (B) 
read as follows: ‘‘not more than 25 percent of the value 
of its total assets is invested in the securities (other 
than Government securities or the securities of other 
regulated investment companies) of any one issuer, or 
of two or more issuers which the taxpayer controls and 
which are determined, under regulations prescribed by 
the Secretary, to be engaged in the same or similar 
trades or businesses or related trades or businesses.’’ 

Subsec. (c)(5), (6). Pub. L. 108–357, § 331(c), added par. 
(5) and redesignated former par. (5) as (6). 

Subsec. (h). Pub. L. 108–357, § 331(d), added subsec. (h). 
1997—Subsec. (b). Pub. L. 105–34, § 1271(b)(1), in con-

cluding provisions, substituted ‘‘paragraph (2), amounts 
excludable’’ for ‘‘paragraphs (2) and (3), amounts ex-
cludable’’ and struck out ‘‘In the case of the taxable 
year in which a regulated investment company is com-
pletely liquidated, there shall not be taken into ac-
count under paragraph (3) any gain from the sale, ex-
change, or distribution of any property after the adop-
tion of the plan of complete liquidation.’’ at end. 

Subsec. (b)(2). Pub. L. 105–34, § 1271(a), inserted ‘‘and’’ 
at end. 

Subsec. (b)(3), (4). Pub. L. 105–34, § 1271(a), redesig-
nated par. (4) as (3) and struck out former par. (3) which 
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read as follows: ‘‘less than 30 percent of its gross in-
come is derived from the sale or disposition of any of 
the following which was held for less than 3 months: 

‘‘(A) stock or securities (as defined in section 
2(a)(36) of the Investment Company Act of 1940, as 
amended), 

‘‘(B) options, futures, or forward contracts (other 
than options, futures, or forward contracts on foreign 
currencies), or 

‘‘(C) foreign currencies (or options, futures, or for-
ward contracts on foreign currencies) but only if such 
currencies (or options, futures, or forward contracts) 
are not directly related to the company’s principal 
business of investing in stock or securities (or op-
tions and futures with respect to stocks or securi-
ties), and’’. 
Subsec. (c). Pub. L. 105–34, § 1271(b)(2), substituted 

‘‘subsection (b)(3)’’ for ‘‘subsection (b)(4)’’ in heading 
and introductory provisions. 

Subsec. (d). Pub. L. 105–34, § 1271(b)(3), substituted 
‘‘subsections (b)(3)’’ for ‘‘subsections (b)(4)’’. 

Subsec. (e)(1). Pub. L. 105–34, § 1271(b)(4), substituted 
‘‘subsection (b)(3)’’ for ‘‘subsection (b)(4)’’. 

Subsec. (e)(4). Pub. L. 105–34, § 1271(b)(5), substituted 
‘‘subsections (b)(3)’’ for ‘‘subsections (b)(4)’’. 

Subsec. (g). Pub. L. 105–34, § 1271(b)(6), redesignated 
subsec. (h) as (g) and struck out former subsec. (g) 
which provided for treatment of certain hedging trans-
actions. 

Subsec. (g)(3). Pub. L. 105–34, § 1271(b)(7), struck out 
par. (3) which provided special rule for abnormal re-
demptions. 

Subsec. (h). Pub. L. 105–34, § 1271(b)(6), redesignated 
subsec. (h) as (g). 

1988—Subsec. (a)(1). Pub. L. 100–647, § 1006(m)(1), 
amended par. (1) generally. Prior to amendment, par. 
(1) read as follows: ‘‘which, at all times during the tax-
able year, is registered under the Investment Company 
Act of 1940, as amended (15 U.S.C. 80a–1 to 80b–2), as a 
management company, business development company, 
or unit investment trust, or’’. 

Subsec. (b). Pub. L. 100–647, § 1006(n)(1), (5), inserted at 
end ‘‘Income derived from a partnership or trust shall 
be treated as described in paragraph (2) only to the ex-
tent such income is attributable to items of income of 
the partnership or trust (as the case may be) which 
would be described in paragraph (2) if realized by the 
regulated investment company in the same manner as 
realized by the partnership or trust. In the case of the 
taxable year in which a regulated investment company 
is completely liquidated, there shall not be taken into 
account under paragraph (3) any gain from the sale, ex-
change, or distribution of any property after the adop-
tion of the plan of complete liquidation.’’ 

Pub. L. 100–647, § 1006(n)(2)(B), substituted ‘‘which are 
not directly related’’ for ‘‘which are not ancillary’’ in 
last sentence. 

Subsec. (b)(3). Pub. L. 100–647, § 1006(n)(2)(A), amended 
par. (3) generally. Prior to amendment, par. (3) read as 
follows: ‘‘less than 30 percent of its gross income is de-
rived from the sale or other disposition of stock or se-
curities held for less than 3 months; and’’. 

Subsec. (e)(1). Pub. L. 100–647, § 1006(m)(2), substituted 
‘‘a management company or a business development 
company described in subsection (a)(1)’’ for ‘‘a reg-
istered management company or registered business 
development company’’. 

Subsec. (g)(2)(A)(i). Pub. L. 100–647, § 1006(n)(4), sub-
stituted ‘‘contractual obligation’’ for ‘‘contractual op-
tion’’. 

Subsec. (h). Pub. L. 100–647, § 1006(o)(1), redesignated 
subsec. (q) as (h). 

Subsec. (h)(3). Pub. L. 100–647, § 1006(o)(2), added par. 
(3). 

Subsec. (q). Pub. L. 100–647, § 1006(o)(1), redesignated 
subsec. (q) as (h). 

1986—Subsec. (a)(1). Pub. L. 99–514, § 652(a), sub-
stituted ‘‘as a management company, business develop-
ment company, or unit investment trust’’ for ‘‘either 
as a management company or as a unit investment 
trust’’. 

Subsec. (b). Pub. L. 99–514, § 1235(f)(3), inserted ‘‘or 
1293(a)’’ and ‘‘or 1293(c) (as the case may be)’’, in con-
cluding provision. 

Pub. L. 99–514, § 653(c), inserted before last sentence 
‘‘For purposes of paragraph (2), the Secretary may by 
regulation exclude from qualifying income foreign cur-
rency gains which are not ancillary to the company’s 
principal business of investing in stock or securities (or 
options and futures with respect to stock or securi-
ties).’’ 

Subsec. (b)(2). Pub. L. 99–514, § 653(b), inserted ‘‘(as de-
fined in section 2(a)(36) of the Investment Company Act 
of 1940, as amended) or foreign currencies, or other in-
come (including but not limited to gains from options, 
futures, or forward contracts) derived with respect to 
its business of investing in such stock, securities, or 
currencies’’. 

Subsec. (e)(1). Pub. L. 99–514, § 652(b), substituted 
‘‘registered management company or registered busi-
ness development company’’ for ‘‘registered manage-
ment company’’. 

Subsec. (g). Pub. L. 99–514, § 653(a), added subsec. (g). 
Subsec. (q). Pub. L. 99–514, § 654(a), added subsec. (q). 
1984—Subsec. (a). Pub. L. 98–369 struck out ‘‘(other 

than a personal holding company as defined in section 
542)’’ after ‘‘any domestic corporation’’ in introductory 
provisions. 

1983—Subsec. (b). Pub. L. 97–424 substituted ‘‘section 
103(a)’’ for ‘‘section 103(a)(1)’’ after ‘‘gross income 
under’’. 

1978—Subsec. (b). Pub. L. 95–600 required that for pur-
poses of pars. (2) and (3), amounts excludable from gross 
income under section 103(a)(1) shall be treated as in-
cluded in gross income. 

Subsec. (b)(2). Pub. L. 95–345 inserted provision relat-
ing to payments with respect to securities loans. 

1976—Subsec. (a)(1). Pub. L. 94–455, § 1901(a)(109)(A), 
struck out ‘‘54 Stat. 789;’’ before ‘‘15 U.S.C. 80a–1 to 
80b–2)’’. 

Subsec. (b)(1), (4)(B). Pub. L. 94–455, § 1901(a)(109)(B), 
struck out ‘‘which began after December 31, 1941’’ after 
‘‘previous taxable year’’ in par. (1), and ‘‘or his dele-
gate’’ after ‘‘Secretary’’ in par. (4)(B). 

Subsecs. (c), (d). Pub. L. 94–455, § 1906(b)(13)(A), struck 
out ‘‘or his delegate’’ after ‘‘Secretary’’ wherever ap-
pearing. 

1975—Subsec. (b). Pub. L. 94–12 inserted provisions di-
recting that, for purposes of par. (2), there shall be 
treated as dividends amounts included in gross income 
under section 951(a)(1)(A)(i) for the taxable year to the 
extent that, under section 959(a)(1), there is a distribu-
tion out of earnings and profits of the taxable year 
which are attributable to the amounts so included. 

1969—Subsec. (f). Pub. L. 91–172 added subsec. (f). 
1958—Subsec. (e)(1). Pub. L. 85–866, § 38(a), substituted 

‘‘not earlier than 60 days’’ for ‘‘not less than 60 days’’ 
in first sentence. 

Subsec. (e)(2). Pub. L. 85–866, § 38(b), substituted ‘‘is-
suer’’ for ‘‘issues’’. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Pub. L. 111–325, title II, § 201(d), Dec. 22, 2010, 124 Stat. 
3541, provided that: ‘‘The amendments made by this 
section [amending this section and section 852 of this 
title] shall apply to taxable years with respect to which 
the due date (determined with regard to any exten-
sions) of the return of tax for such taxable year is after 
the date of the enactment of this Act [Dec. 22, 2010].’’ 

EFFECTIVE DATE OF 2004 AMENDMENT 

Amendment by Pub. L. 108–357 applicable to taxable 
years beginning after Oct. 22, 2004, see section 331(h) of 
Pub. L. 108–357, set out as a note under section 469 of 
this title. 

EFFECTIVE DATE OF 1997 AMENDMENT 

Amendment by Pub. L. 105–34 applicable to taxable 
years beginning after Aug. 5, 1997, see section 1271(c) of 
Pub. L. 105–34, set out as a note under section 817 of 
this title. 
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EFFECTIVE DATE OF 1988 AMENDMENT 

Section 1006(n)(2)(C) of Pub. L. 100–647 provided that: 
‘‘Subparagraph (C) of section 851(b)(3) of the 1986 Code 
(as amended by subparagraph (A)), and the amendment 
made by subparagraph (B) [amending this section], 
shall apply to taxable years beginning after the date of 
the enactment of this Act [Nov. 10, 1988].’’ 

Amendment by section 1006(m), (n)(1), (2)(A), (4), (5), 
(o) of Pub. L. 100–647 effective, except as otherwise pro-
vided, as if included in the provision of the Tax Reform 
Act of 1986, Pub. L. 99–514, to which such amendment 
relates, see section 1019(a) of Pub. L. 100–647, set out as 
a note under section 1 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Section 652(c) of Pub. L. 99–514 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after De-
cember 31, 1986.’’ 

Section 653(d) of Pub. L. 99–514 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to taxable years beginning after the 
date of the enactment of this Act [Oct. 22, 1986].’’ 

Section 654(b) of Pub. L. 99–514 provided that: 
‘‘(1) IN GENERAL.—The amendment made by sub-

section (a) [amending this section] shall apply to tax-
able years beginning after the date of the enactment of 
this Act [Oct. 22, 1986]. 

‘‘(2) TREATMENT OF CERTAIN EXISTING SERIES FUNDS.— 
In the case of a regulated investment company which 
has more than one fund on the date of the enactment 
of this act, and has before such date been treated for 
Federal income tax purposes as a single corporation— 

‘‘(A) the amendment made by subsection (a), and 
the resulting treatment of each fund as a separate 
corporation, shall not give rise to the realization or 
recognition of income or loss by such regulated in-
vestment company, its funds, or its shareholders, and 

‘‘(B) the tax attributes of such regulated invest-
ment company shall be appropriately allocated 
among its funds.’’ 
Amendment by section 1235(f)(3) of Pub. L. 99–514 ap-

plicable to taxable years of foreign corporations begin-
ning after Dec. 31, 1986, see section 1235(h) of Pub. L. 
99–514, set out as an Effective Date note under section 
1291 of this title. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by Pub. L. 98–369 applicable to taxable 
years beginning after Dec. 31, 1982, with certain excep-
tions, see section 1071(a)(5) of Pub. L. 98–369, set out as 
a note under section 852 of this title. 

EFFECTIVE DATE OF 1978 AMENDMENTS 

Section 701(s)(3) of Pub. L. 95–600 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and section 852 of this title] shall apply to taxable 
years beginning after December 31, 1975.’’ 

Amendment by Pub. L. 95–345 applicable with respect 
to amounts received after Dec. 31, 1976, as payments 
with respect to securities loans (as defined in section 
512(a)(5) of this title), and transfers of securities, under 
agreements described in section 1058 of this title, oc-
curring after such date, see section 2(e) of Pub. L. 
95–345, set out as a note under section 509 of this title. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Amendment by section 1901(a)(109) of Pub. L. 94–455 
effective for taxable 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 

Amendment by Pub. L. 94–12 applicable to taxable 
years of foreign corporations beginning after Dec. 31, 
1975, and to taxable years of United States shareholders 
(within the meaning of section 951(b) of this title) with-
in which or with which such taxable years of such for-

eign corporations end, see section 602(f) of Pub. L. 94–12, 
set out as an Effective Date note under section 955 of 
this title. 

EFFECTIVE DATE OF 1969 AMENDMENT 

Section 908(b) of Pub. L. 91–172 provided that: ‘‘The 
amendment made by subsection (a) [amending this sec-
tion] shall apply to taxable years of unit investment 
trusts ending after December 31, 1968, and to taxable 
years of holders of interests in such trusts ending with 
or within such taxable years of such trusts. The enact-
ment of this section shall not be construed to result in 
the realization of gain or loss by any unit investment 
trust or by any holder of an interest in a unit invest-
ment trust.’’ 

EFFECTIVE DATE OF 1958 AMENDMENT 

Amendment by Pub. L. 85–866 applicable 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. 

§ 852. Taxation of regulated investment compa-
nies and their shareholders 

(a) Requirements applicable to regulated invest-
ment companies 

The provisions of this part (other than sub-
section (c) of this section) shall not be applica-
ble to a regulated investment company for a 
taxable year unless— 

(1) the deduction for dividends paid during 
the taxable year (as defined in section 561, but 
without regard to capital gain dividends) 
equals or exceeds the sum of— 

(A) 90 percent of its investment company 
taxable income for the taxable year deter-
mined without regard to subsection (b)(2)(D); 
and 

(B) 90 percent of the excess of (i) its inter-
est income excludable from gross income 
under section 103(a) over (ii) its deductions 
disallowed under sections 265, 171(a)(2), and 

(2) either— 
(A) the provisions of this part applied to 

the investment company for all taxable 
years ending on or after November 8, 1983, or 

(B) as of the close of the taxable year, the 
investment company has no earnings and 
profits accumulated in any taxable year to 
which the provisions of this part (or the cor-
responding provisions of prior law) did not 
apply to it. 

The Secretary may waive the requirements of 
paragraph (1) for any taxable year if the regu-
lated investment company establishes to the 
satisfaction of the Secretary that it was unable 
to meet such requirements by reason of distribu-
tions previously made to meet the requirements 
of section 4982. 

(b) Method of taxation of companies and share-
holders 

(1) Imposition of tax on regulated investment 
companies 

There is hereby imposed for each taxable 
year upon the investment company taxable in-
come of every regulated investment company 
a tax computed as provided in section 11, as 
though the investment company taxable in-
come were the taxable income referred to in 
section 11. In the case of a regulated invest-
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1 So in original. Probably should be capitalized. 

ment company which is a personal holding 
company (as defined in section 542) or which 
fails to comply for the taxable year with regu-
lations prescribed by the Secretary for the 
purpose of ascertaining the actual ownership 
of its stock, such tax shall be computed at the 
highest rate of tax specified in section 11(b). 

(2) Investment company taxable income 

The investment company taxable income 
shall be the taxable income of the regulated 
investment company adjusted as follows: 

(A) There shall be excluded the amount of 
the net capital gain, if any. 

(B) The net operating loss deduction pro-
vided in section 172 shall not be allowed. 

(C) The deductions for corporations pro-
vided in part VIII (except section 248) in sub-
chapter B (section 241 and following, relat-
ing to the deduction for dividends received, 
etc.) shall not be allowed. 

(D) the 1 deduction for dividends paid (as 
defined in section 561) shall be allowed, but 
shall be computed without regard to capital 
gain dividends and exempt-interest divi-
dends. 

(E) The taxable income shall be computed 
without regard to section 443(b) (relating to 
computation of tax on change of annual ac-
counting period). 

(F) The taxable income shall be computed 
without regard to section 454(b) (relating to 
short-term obligations issued on a discount 
basis) if the company so elects in a manner 
prescribed by the Secretary. 

(G) There shall be deducted an amount 
equal to the tax imposed by subsections 
(d)(2) and (i) of section 851 for the taxable 
year. 

(3) Capital gains 

(A) Imposition of tax 

There is hereby imposed for each taxable 
year in the case of every regulated invest-
ment company a tax, determined as provided 
in section 1201(a), on the excess, if any, of 
the net capital gain over the deduction for 
dividends paid (as defined in section 561) de-
termined with reference to capital gain divi-
dends only. 

(B) Treatment of capital gain dividends by 
shareholders 

A capital gain dividend shall be treated by 
the shareholders as a gain from the sale or 
exchange of a capital asset held for more 
than 1 year. 

(C) Definition of capital gain dividend 

For purposes of this part— 

(i) In general 

Except as provided in clause (ii), a cap-
ital gain dividend is any dividend, or part 
thereof, which is reported by the company 
as a capital gain dividend in written state-
ments furnished to its shareholders. 

(ii) Excess reported amounts 

If the aggregate reported amount with 
respect to the company for any taxable 

year exceeds the net capital gain of the 
company for such taxable year, a capital 
gain dividend is the excess of— 

(I) the reported capital gain dividend 
amount, over 

(II) the excess reported amount which 
is allocable to such reported capital gain 
dividend amount. 

(iii) Allocation of excess reported amount 

(I) In general 

Except as provided in subclause (II), 
the excess reported amount (if any) 
which is allocable to the reported capital 
gain dividend amount is that portion of 
the excess reported amount which bears 
the same ratio to the excess reported 
amount as the reported capital gain divi-
dend amount bears to the aggregate re-
ported amount. 

(II) Special rule for noncalendar year 
taxpayers 

In the case of any taxable year which 
does not begin and end in the same cal-
endar year, if the post-December re-
ported amount equals or exceeds the ex-
cess reported amount for such taxable 
year, subclause (I) shall be applied by 
substituting ‘‘post-December reported 
amount’’ for ‘‘aggregate reported 
amount’’ and no excess reported amount 
shall be allocated to any dividend paid 
on or before December 31 of such taxable 
year. 

(iv) Definitions 

For purposes of this subparagraph— 

(I) Reported capital gain dividend 
amount 

The term ‘‘reported capital gain divi-
dend amount’’ means the amount re-
ported to its shareholders under clause 
(i) as a capital gain dividend. 

(II) Excess reported amount 

The term ‘‘excess reported amount’’ 
means the excess of the aggregate re-
ported amount over the net capital gain 
of the company for the taxable year. 

(III) Aggregate reported amount 

The term ‘‘aggregate reported 
amount’’ means the aggregate amount of 
dividends reported by the company under 
clause (i) as capital gain dividends for 
the taxable year (including capital gain 
dividends paid after the close of the tax-
able year described in section 855). 

(IV) Post-December reported amount 

The term ‘‘post-December reported 
amount’’ means the aggregate reported 
amount determined by taking into ac-
count only dividends paid after Decem-
ber 31 of the taxable year. 

(v) Adjustment for determinations 

If there is an increase in the excess de-
scribed in subparagraph (A) for the taxable 
year which results from a determination 
(as defined in section 860(e)), the company 
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may, subject to the limitations of this sub-
paragraph, increase the amount of capital 
gain dividends reported under clause (i). 

(vi) Special rule for losses late in the cal-
endar year 

For special rule for certain losses after October 
31, see paragraph (8). 

(D) Treatment by shareholders of undistrib-
uted capital gains 

(i) Every shareholder of a regulated invest-
ment company at the close of the company’s 
taxable year shall include, in computing his 
long-term capital gains in his return for his 
taxable year in which the last day of the 
company’s taxable year falls, such amount 
as the company shall designate in respect of 
such shares in a written notice mailed to its 
shareholders at any time prior to the expira-
tion of 60 days after close of its taxable year, 
but the amount so includible by any share-
holder shall not exceed that part of the 
amount subjected to tax in subparagraph (A) 
which he would have received if all of such 
amount had been distributed as capital gain 
dividends by the company to the holders of 
such shares at the close of its taxable year. 

(ii) For purposes of this title, every such 
shareholder shall be deemed to have paid, for 
his taxable year under clause (i), the tax im-
posed by subparagraph (A) on the amounts 
required by this subparagraph to be included 
in respect of such shares in computing his 
long-term capital gains for that year; and 
such shareholder shall be allowed credit or 
refund, as the case may be, for the tax so 
deemed to have been paid by him. 

(iii) The adjusted basis of such shares in 
the hands of the shareholder shall be in-
creased, with respect to the amounts re-
quired by this subparagraph to be included 
in computing his long-term capital gains, by 
the difference between the amount of such 
includible gains and the tax deemed paid by 
such shareholder in respect of such shares 
under clause (ii). 

(iv) In the event of such designation the 
tax imposed by subparagraph (A) shall be 
paid by the regulated investment company 
within 30 days after close of its taxable year. 

(v) The earnings and profits of such regu-
lated investment company, and the earnings 
and profits of any such shareholder which is 
a corporation, shall be appropriately ad-
justed in accordance with regulations pre-
scribed by the Secretary. 

(E) Certain distributions 

In the case of a distribution to which sec-
tion 897 does not apply by reason of the sec-
ond sentence of section 897(h)(1), the amount 
of such distribution which would be included 
in computing long-term capital gains for the 
shareholder under subparagraph (B) or (D) 
(without regard to this subparagraph)— 

(i) shall not be included in computing 
such shareholder’s long-term capital gains, 
and 

(ii) shall be included in such sharehold-
er’s gross income as a dividend from the 
regulated investment company. 

(4) Loss on sale or exchange of stock held 6 
months or less 

(A) Loss attributable to capital gain dividend 

If— 
(i) subparagraph (B) or (D) of paragraph 

(3) provides that any amount with respect 
to any share is to be treated as long-term 
capital gain, and 

(ii) such share is held by the taxpayer for 
6 months or less, 

then any loss (to the extent not disallowed 
under subparagraph (B)) on the sale or ex-
change of such share shall, to the extent of 
the amount described in clause (i), be treat-
ed as a long-term capital loss. 

(B) Loss attributable to exempt-interest divi-
dend 

If— 
(i) a shareholder of a regulated invest-

ment company receives an exempt-interest 
dividend with respect to any share, and 

(ii) such share is held by the taxpayer for 
6 months or less, 

then any loss on the sale or exchange of such 
share shall, to the extent of the amount of 
such exempt-interest dividend, be dis-
allowed. 

(C) Determination of holding periods 

For purposes of this paragraph, in deter-
mining the period for which the taxpayer 
has held any share of stock— 

(i) the rules of paragraphs (3) and (4) of 
section 246(c) shall apply, and 

(ii) there shall not be taken into account 
any day which is more than 6 months after 
the date on which such share becomes ex- 
dividend. 

(D) Losses incurred under a periodic liquida-
tion plan 

To the extent provided in regulations, sub-
paragraphs (A) and (B) shall not apply to 
losses incurred on the sale or exchange of 
shares of stock in a regulated investment 
company pursuant to a plan which provides 
for the periodic liquidation of such shares. 

(E) Exception to holding period requirement 
for certain regularly declared exempt-in-
terest dividends 

(i) Daily dividend companies 

Except as otherwise provided by regula-
tions, subparagraph (B) shall not apply 
with respect to a regular dividend paid by 
a regulated investment company which de-
clares exempt-interest dividends on a daily 
basis in an amount equal to at least 90 per-
cent of its net tax-exempt interest and dis-
tributes such dividends on a monthly or 
more frequent basis. 

(ii) Authority to shorten required holding 
period with respect to other companies 

In the case of a regulated investment 
company (other than a company described 
in clause (i)) which regularly distributes at 
least 90 percent of its net tax-exempt in-
terest, the Secretary may by regulations 
prescribe that subparagraph (B) (and sub-
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paragraph (C) to the extent it relates to 
subparagraph (B)) shall be applied on the 
basis of a holding period requirement 
shorter than 6 months; except that such 
shorter holding period requirement shall 
not be shorter than the greater of 31 days 
or the period between regular distributions 
of exempt-interest dividends. 

(5) Exempt-interest dividends 

If, at the close of each quarter of its taxable 
year, at least 50 percent of the value (as de-
fined in section 851(c)(4)) of the total assets of 
the regulated investment company consists of 
obligations described in section 103(a), such 
company shall be qualified to pay exempt-in-
terest dividends, as defined herein, to its 
shareholders. 

(A) Definition of exempt-interest dividend 

(i) In general 

Except as provided in clause (ii), an ex-
empt-interest dividend is any dividend or 
part thereof (other than a capital gain div-
idend) paid by a regulated investment 
company and reported by the company as 
an exempt-interest dividend in written 
statements furnished to its shareholders. 

(ii) Excess reported amounts 

If the aggregate reported amount with 
respect to the company for any taxable 
year exceeds the exempt interest of the 
company for such taxable year, an exempt- 
interest dividend is the excess of— 

(I) the reported exempt-interest divi-
dend amount, over 

(II) the excess reported amount which 
is allocable to such reported exempt-in-
terest dividend amount. 

(iii) Allocation of excess reported amount 

(I) In general 

Except as provided in subclause (II), 
the excess reported amount (if any) 
which is allocable to the reported ex-
empt-interest dividend amount is that 
portion of the excess reported amount 
which bears the same ratio to the excess 
reported amount as the reported exempt- 
interest dividend amount bears to the 
aggregate reported amount. 

(II) Special rule for noncalendar year 
taxpayers 

In the case of any taxable year which 
does not begin and end in the same cal-
endar year, if the post-December re-
ported amount equals or exceeds the ex-
cess reported amount for such taxable 
year, subclause (I) shall be applied by 
substituting ‘‘post-December reported 
amount’’ for ‘‘aggregate reported 
amount’’ and no excess reported amount 
shall be allocated to any dividend paid 
on or before December 31 of such taxable 
year. 

(iv) Definitions 

For purposes of this subparagraph— 

(I) Reported exempt-interest dividend 
amount 

The term ‘‘reported exempt-interest 
dividend amount’’ means the amount re-

ported to its shareholders under clause 
(i) as an exempt-interest dividend. 

(II) Excess reported amount 

The term ‘‘excess reported amount’’ 
means the excess of the aggregate re-
ported amount over the exempt interest 
of the company for the taxable year. 

(III) Aggregate reported amount 

The term ‘‘aggregate reported 
amount’’ means the aggregate amount of 
dividends reported by the company under 
clause (i) as exempt-interest dividends 
for the taxable year (including exempt- 
interest dividends paid after the close of 
the taxable year described in section 
855). 

(IV) Post-December reported amount 

The term ‘‘post-December reported 
amount’’ means the aggregate reported 
amount determined by taking into ac-
count only dividends paid after Decem-
ber 31 of the taxable year. 

(V) Exempt interest 

The term ‘‘exempt interest’’ means, 
with respect to any regulated invest-
ment company, the excess of the amount 
of interest excludable from gross income 
under section 103(a) over the amounts 
disallowed as deductions under sections 
265 and 171(a)(2). 

(B) Treatment of exempt-interest dividends 
by shareholders 

An exempt-interest dividend shall be 
treated by the shareholders for all purposes 
of this subtitle as an item of interest exclud-
able from gross income under section 103(a). 
Such purposes include but are not limited 
to— 

(i) the determination of gross income 
and taxable income, 

(ii) the determination of distributable 
net income under subchapter J, 

(iii) the allowance of, or calculation of 
the amount of, any credit or deduction, 
and 

(iv) the determination of the basis in the 
hands of any shareholder of any share of 
stock of the company. 

(6) Section 311(b) not to apply to certain dis-
tributions 

Section 311(b) shall not apply to any dis-
tribution by a regulated investment company 
to which this part applies, if such distribution 
is in redemption of its stock upon the demand 
of the shareholder. 

(7) Time certain dividends taken into account 

For purposes of this title, any dividend de-
clared by a regulated investment company in 
October, November, or December of any cal-
endar year and payable to shareholders of 
record on a specified date in such a month 
shall be deemed— 

(A) to have been received by each share-
holder on December 31 of such calendar year, 
and 

(B) to have been paid by such company on 
December 31 of such calendar year (or, if ear-
lier, as provided in section 855). 
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The preceding sentence shall apply only if 
such dividend is actually paid by the company 
during January of the following calendar year. 

(8) Elective deferral of certain late-year losses 

(A) In general 

Except as otherwise provided by the Sec-
retary, a regulated investment company 
may elect for any taxable year to treat any 
portion of any qualified late-year loss for 
such taxable year as arising on the first day 
of the following taxable year for purposes of 
this title. 

(B) Qualified late-year loss 

For purposes of this paragraph, the term 
‘‘qualified late-year loss’’ means— 

(i) any post-October capital loss, and 
(ii) any late-year ordinary loss. 

(C) Post-October capital loss 

For purposes of this paragraph, the term 
‘‘post-October capital loss’’ means the great-
est of— 

(i) the net capital loss attributable to 
the portion of the taxable year after Octo-
ber 31, 

(ii) the net long-term capital loss attrib-
utable to such portion of the taxable year, 
or 

(iii) the net short-term capital loss at-
tributable to such portion of the taxable 
year. 

(D) Late-year ordinary loss 

For purposes of this paragraph, the term 
‘‘late-year ordinary loss’’ means the excess 
(if any) of— 

(i) the sum of— 
(I) the specified losses (as defined in 

section 4982(e)(5)(B)(ii)) attributable to 
the portion of the taxable year after Oc-
tober 31, plus 

(II) the ordinary losses not described in 
subclause (I) attributable to the portion 
of the taxable year after December 31, 
over 

(ii) the sum of— 
(I) the specified gains (as defined in 

section 4982(e)(5)(B)(i)) attributable to 
the portion of the taxable year after Oc-
tober 31, plus 

(II) the ordinary income not described 
in subclause (I) attributable to the por-
tion of the taxable year after December 
31. 

(E) Special rule for companies determining 
required capital gain distributions on 
taxable year basis 

In the case of a company to which an elec-
tion under section 4982(e)(4) applies— 

(i) if such company’s taxable year ends 
with the month of November, the amount 
of qualified late-year losses (if any) shall 
be computed without regard to any in-
come, gain, or loss described in subpara-
graphs (C), (D)(i)(I), and (D)(ii)(I), and 

(ii) if such company’s taxable year ends 
with the month of December, subpara-
graph (A) shall not apply. 

(9) Dividends treated as received by company 
on ex-dividend date 

For purposes of this title, if a regulated in-
vestment company is the holder of record of 
any share of stock on the record date for any 
dividend payable with respect to such stock, 
such dividend shall be included in gross in-
come by such company as of the later of— 

(A) the date such share became ex-dividend 
with respect to such dividend, or 

(B) the date such company acquired such 
share. 

(c) Earnings and profits 

(1) Treatment of nondeductible items 

(A) Net capital loss 

If a regulated investment company has a 
net capital loss for any taxable year— 

(i) such net capital loss shall not be 
taken into account for purposes of deter-
mining the company’s earnings and prof-
its, and 

(ii) any capital loss arising on the first 
day of the next taxable year by reason of 
clause (ii) or (iii) of section 1212(a)(3)(A) 
shall be treated as so arising for purposes 
of determining earnings and profits. 

(B) Other nondeductible items 

(i) In general 

The earnings and profits of a regulated 
investment company for any taxable year 
(but not its accumulated earnings and 
profits) shall not be reduced by any 
amount which is not allowable as a deduc-
tion (other than by reason of section 265 or 
171(a)(2)) in computing its taxable income 
for such taxable year. 

(ii) Coordination with treatment of net cap-
ital losses 

Clause (i) shall not apply to a net capital 
loss to which subparagraph (A) applies. 

(2) Coordination with tax on undistributed in-
come 

For purposes of applying this chapter to dis-
tributions made by a regulated investment 
company with respect to any calendar year, 
the earnings and profits of such company shall 
be determined without regard to any net cap-
ital loss attributable to the portion of the tax-
able year after October 31 and without regard 
to any late-year ordinary loss (as defined in 
subsection (b)(8)(D)). The preceding sentence 
shall apply— 

(A) only to the extent that the amount dis-
tributed by the company with respect to the 
calendar year does not exceed the required 
distribution for such calendar year (as deter-
mined under section 4982 by substituting 
‘‘100 percent’’ for each percentage set forth 
in section 4982(b)(1)), and 

(B) except as provided in regulations, only 
if an election under section 4982(e)(4) is not 
in effect with respect to such company. 

(3) Distributions to meet requirements of sub-
section (a)(2)(B) 

Any distribution which is made in order to 
comply with the requirements of subsection 
(a)(2)(B)— 
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(A) shall be treated for purposes of this 
subsection and subsection (a)(2)(B) as made 
from earnings and profits which, but for the 
distribution, would result in a failure to 
meet such requirements (and allocated to 
such earnings on a first-in, first-out basis), 
and 

(B) to the extent treated under subpara-
graph (A) as made from accumulated earn-
ings and profits, shall not be treated as a 
distribution for purposes of subsection 
(b)(2)(D) and section 855. 

(4) Regulated investment company 

For purposes of this subsection, the term 
‘‘regulated investment company’’ includes a 
domestic corporation which is a regulated in-
vestment company determined without regard 
to the requirements of subsection (a). 

(d) Distributions in redemption of interests in 
unit investment trusts 

In the case of a unit investment trust— 
(1) which is registered under the Investment 

Company Act of 1940 (15 U.S.C. 80a–1 and fol-
lowing) and issues periodic payment plan cer-
tificates (as defined in such Act), and 

(2) substantially all of the assets of which 
consist of securities issued by a management 
company (as defined in such Act), 

section 562(c) (relating to preferential dividends) 
shall not apply to a distribution by such trust to 
a holder of an interest in such trust in redemp-
tion of part or all of such interest, with respect 
to the capital gain net income of such trust at-
tributable to such redemption. 

(e) Procedures similar to deficiency dividend 
procedures made applicable 

(1) In general 

If— 
(A) there is a determination that the pro-

visions of this part do not apply to an in-
vestment company for any taxable year 
(hereinafter in this subsection referred to as 
the ‘‘non-RIC year’’), and 

(B) such investment company meets the 
distribution requirements of paragraph (2) 
with respect to the non-RIC year, 

for purposes of applying subsection (a)(2) to 
subsequent taxable years, the provisions of 
this part shall be treated as applying to such 
investment company for the non-RIC year. If 
the determination under subparagraph (A) is 
solely as a result of the failure to meet the re-
quirements of subsection (a)(2), the preceding 
sentence shall also apply for purposes of ap-
plying subsection (a)(2) to the non-RIC year 
and the amount referred to in paragraph 
(2)(A)(i) shall be the portion of the accumu-
lated earnings and profits which resulted in 
such failure. 

(2) Distribution requirements 

(A) In general 

The distribution requirements of this 
paragraph are met with respect to any non- 
RIC year if, within the 90-day period begin-
ning on the date of the determination (or 
within such longer period as the Secretary 
may permit), the investment company 

makes 1 or more qualified designated dis-
tributions and the amount of such distribu-
tions is not less than the excess of— 

(i) the portion of the accumulated earn-
ings and profits of the investment com-
pany (as of the date of the determination) 
which are attributable to the non-RIC 
year, over 

(ii) any interest payable under paragraph 
(3). 

(B) Qualified designated distribution 

For purposes of this paragraph, the term 
‘‘qualified designated distribution’’ means 
any distribution made by the investment 
company if— 

(i) section 301 applies to such distribu-
tion, and 

(ii) such distribution is designated (at 
such time and in such manner as the Sec-
retary shall by regulations prescribe) as 
being taken into account under this para-
graph with respect to the non-RIC year. 

(C) Effect on dividends paid deduction 

Any qualified designated distribution shall 
not be included in the amount of dividends 
paid for purposes of computing the dividends 
paid deduction for any taxable year. 

(3) Interest charge 

(A) In general 

If paragraph (1) applies to any non-RIC 
year of an investment company, such invest-
ment company shall pay interest at the 
underpayment rate established under sec-
tion 6621— 

(i) on an amount equal to 50 percent of 
the amount referred to in paragraph 
(2)(A)(i), 

(ii) for the period— 
(I) which begins on the last day pre-

scribed for payment of the tax imposed 
for the non-RIC year (determined with-
out regard to extensions), and 

(II) which ends on the date the deter-
mination is made. 

(B) Coordination with subtitle F 

Any interest payable under subparagraph 
(A) may be assessed and collected at any 
time during the period during which any tax 
imposed for the taxable year in which the 
determination is made may be assessed and 
collected. 

(4) Provision not to apply in the case of fraud 

The provisions of this subsection shall not 
apply if the determination contains a finding 
that the failure to meet any requirement of 
this part was due to fraud with intent to evade 
tax. 

(5) Determination 

For purposes of this subsection, the term 
‘‘determination’’ has the meaning given to 
such term by section 860(e). Such term also in-
cludes a determination by the investment 
company filed with the Secretary that the 
provisions of this part do not apply to the in-
vestment company for a taxable year. 

(f) Treatment of certain load charges 

(1) In general 

If— 
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(A) the taxpayer incurs a load charge in 
acquiring stock in a regulated investment 
company and, by reason of incurring such 
charge or making such acquisition, the tax-
payer acquires a reinvestment right, 

(B) such stock is disposed of before the 91st 
day after the date on which such stock was 
acquired, and 

(C) the taxpayer acquires, during the pe-
riod beginning on the date of the disposition 
referred to in subparagraph (B) and ending 
on January 31 of the calendar year following 
the calendar year that includes the date of 
such disposition, stock in such regulated in-
vestment company or in another regulated 
investment company and the otherwise ap-
plicable load charge is reduced by reason of 
the reinvestment right, 

the load charge referred to in subparagraph 
(A) (to the extent it does not exceed the reduc-
tion referred to in subparagraph (C)) shall not 
be taken into account for purposes of deter-
mining the amount of gain or loss on the dis-
position referred to in subparagraph (B). To 
the extent such charge is not taken into ac-
count in determining the amount of such gain 
or loss, such charge shall be treated as in-
curred in connection with the acquisition re-
ferred to in subparagraph (C) (including for 
purposes of reapplying this paragraph). 

(2) Definitions and special rules 

For purposes of this subsection— 

(A) Load charge 

The term ‘‘load charge’’ means any sales 
or similar charge incurred by a person in ac-
quiring stock of a regulated investment 
company. Such term does not include any 
charge incurred by reason of the reinvest-
ment of a dividend. 

(B) Reinvestment right 

The term ‘‘reinvestment right’’ means any 
right to acquire stock of 1 or more regulated 
investment companies without the payment 
of a load charge or with the payment of a re-
duced charge. 

(C) Nonrecognition transactions 

If the taxpayer acquires stock in a regu-
lated investment company from another per-
son in a transaction in which gain or loss is 
not recognized, the taxpayer shall succeed to 
the treatment of such other person under 
this subsection. 

(g) Special rules for fund of funds 

(1) In general 

In the case of a qualified fund of funds— 
(A) such fund shall be qualified to pay ex-

empt-interest dividends to its shareholders 
without regard to whether such fund satis-
fies the requirements of the first sentence of 
subsection (b)(5), and 

(B) such fund may elect the application of 
section 853 (relating to foreign tax credit al-
lowed to shareholders) without regard to the 
requirement of subsection (a)(1) thereof. 

(2) Qualified fund of funds 

For purposes of this subsection, the term 
‘‘qualified fund of funds’’ means a regulated 

investment company if (at the close of each 
quarter of the taxable year) at least 50 percent 
of the value of its total assets is represented 
by interests in other regulated investment 
companies. 

(Aug. 16, 1954, ch. 736, 68A Stat. 271; July 11, 1956, 
ch. 573, § 2(a), 70 Stat. 530; Pub. L. 85–866, title I, 
§§ 39(a), 101(a), (b), Sept. 2, 1958, 72 Stat. 1638, 
1674; Pub. L. 86–779, § 10(b)(2), (3), Sept. 14, 1960, 74 
Stat. 1009; Pub. L. 88–272, title II, § 229(a)(1), (2), 
(b), Feb. 26, 1964, 78 Stat. 99; Pub. L. 91–172, title 
V, § 511(c)(2), Dec. 30, 1969, 83 Stat. 637; Pub. L. 
94–455, title XIV, § 1402(b)(1)(N), (2), title XIX, 
§§ 1901(a)(110)(A), (B)(i), (C), (b)(1)(V), (6)(B), 
(33)(I), (J), (N), 1906(b)(13)(A), title XXI, 
§ 2137(a)–(c), Oct. 4, 1976, 90 Stat. 1732, 1783, 1792, 
1794, 1801, 1802, 1834, 1930, 1931; Pub. L. 95–600, 
title III, §§ 301(b)(11), 362(c), title VII, § 701(s)(2), 
Nov. 6, 1978, 92 Stat. 2822, 2851, 2911; Pub. L. 
96–222, title I, § 104(a)(3)(B), Apr. 1, 1980, 94 Stat. 
215; Pub. L. 97–424, title V, § 547(b)(2), Jan. 6, 1983, 
96 Stat. 2199; Pub. L. 98–369, div. A, title I, § 55(a), 
title X, §§ 1001(b)(11), (e), 1071(a)(2)–(4), (b)(1), 
July 18, 1984, 98 Stat. 571, 1011, 1012, 1049, 1050, 
1052; Pub. L. 99–514, title III, § 311(b)(1), title VI, 
§§ 631(e)(11), 651(b)(1)(A), (2), (3), 655(a)(1), (2), 
title XI, § 1173(b)(1)(B), title XV, § 1511(c)(6), title 
XVIII, §§ 1804(c)(1)–(5), 1878(j), Oct. 22, 1986, 100 
Stat. 2219, 2274, 2296, 2298, 2299, 2515, 2745, 2799, 
2800, 2905; Pub. L. 100–647, title I, §§ 1006(l)(1)(A), 
(3), (4), (7)–(10), 1011B(h)(4), 1018(p), Nov. 10, 1988, 
102 Stat. 3413–3415, 3491, 3585; Pub. L. 101–239, 
title VII, § 7204(b)(1), (c)(1), Dec. 19, 1989, 103 Stat. 
2334, 2335; Pub. L. 103–66, title XIII, § 13221(c)(1), 
Aug. 10, 1993, 107 Stat. 477; Pub. L. 104–188, title 
I, § 1602(b)(3), Aug. 20, 1996, 110 Stat. 1833; Pub. L. 
105–34, title XI, § 1122(c)(2), (3), title XII, 
§ 1254(b)(2), Aug. 5, 1997, 111 Stat. 977, 1033; Pub. 
L. 106–170, title V, § 566(a)(1), (c), Dec. 17, 1999, 113 
Stat. 1950; Pub. L. 109–222, title V, § 505(c)(1), 
May 17, 2006, 120 Stat. 356; Pub. L. 110–172, 
§ 11(a)(17)(A), Dec. 29, 2007, 121 Stat. 2486; Pub. L. 
111–325, title II, § 201(c), title III, §§ 301(a)(1), (b), 
302(a), (b)(1), 303(a), 308(a)–(b)(2), 309(a), (b), title 
V, § 502(a), Dec. 22, 2010, 124 Stat. 3541, 3542, 3547, 
3548, 3550–3552, 3554.) 

REFERENCES IN TEXT 

The Investment Company Act of 1940, referred to in 
subsec. (d), is title I of act Aug. 22, 1940, ch. 686, 54 Stat. 
789, as amended, which is classified generally to sub-
chapter I (§ 80a–1 et seq.) of chapter 2D of Title 15, Com-
merce and Trade. For complete classification of this 
Act to the Code, see section 80a–51 of Title 15 and 
Tables. 

AMENDMENTS 

2010—Subsec. (b)(2)(G). Pub. L. 111–325, § 201(c), added 
subpar. (G). 

Subsec. (b)(3)(C). Pub. L. 111–325, § 301(a)(1), amended 
subpar. (C) generally. Prior to amendment, subpar. (C) 
related to definition of capital gain dividend. 

Subsec. (b)(4)(E). Pub. L. 111–325, § 309(a), (b), sub-
stituted ‘‘Exception to holding period requirement for 
certain regularly declared exempt-interest dividends’’ 
for ‘‘Authority to shorten required holding period’’ in 
heading, added cl. (i), inserted cl. (ii) designation and 
heading before ‘‘In the case of’’, and inserted ‘‘(other 
than a company described in clause (i))’’ after ‘‘regu-
lated investment company’’. 

Subsec. (b)(5)(A). Pub. L. 111–325, § 301(b), amended 
subpar. (A) generally. Prior to amendment, text read as 
follows: ‘‘An exempt-interest dividend means any divi-
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dend or part thereof (other than a capital gain divi-
dend) paid by a regulated investment company and des-
ignated by it as an exempt-interest dividend in a writ-
ten notice mailed to its shareholders not later than 60 
days after the close of its taxable year. If the aggregate 
amount so designated with respect to a taxable year of 
the company (including exempt-interest dividends paid 
after the close of the taxable year as described in sec-
tion 855) is greater than the excess of— 

‘‘(i) the amount of interest excludable from gross 
income under section 103(a), over 

‘‘(ii) the amounts disallowed as deductions under 
sections 265 and 171(a)(2), 

the portion of such distribution which shall constitute 
an exempt-interest dividend shall be only that propor-
tion of the amount so designated as the amount of such 
excess for such taxable year bears to the amount so 
designated.’’ 

Subsec. (b)(8). Pub. L. 111–325, § 308(a), amended par. 
(8) generally. Prior to amendment, text read as follows: 
‘‘To the extent provided in regulations, the taxable in-
come of a regulated investment company (other than a 
company to which an election under section 4982(e)(4) 
applies) shall be computed without regard to any net 
foreign currency loss attributable to transactions after 
October 31 of such year, and any such net foreign cur-
rency loss shall be treated as arising on the 1st day of 
the following taxable year.’’ 

Subsec. (b)(10). Pub. L. 111–325, § 308(b)(1), struck out 
par. (10). Text read as follows: ‘‘To the extent provided 
in regulations, the taxable income of a regulated in-
vestment company (other than a company to which an 
election under section 4982(e)(4) applies) shall be com-
puted without regard to any net reduction in the value 
of any stock of a passive foreign investment company 
with respect to which an election under section 1296(k) 
is in effect occurring after October 31 of the taxable 
year, and any such reduction shall be treated as occur-
ring on the first day of the following taxable year.’’ 

Subsec. (c)(1). Pub. L. 111–325, § 302(a), amended par. 
(1) generally. Prior to amendment, text read as follows: 
‘‘The earnings and profits of a regulated investment 
company for any taxable year (but not its accumulated 
earnings and profits) shall not be reduced by any 
amount which is not allowable as a deduction in com-
puting its taxable income for such taxable year. For 
purposes of this subsection, the term ‘regulated invest-
ment company’ includes a domestic corporation which 
is a regulated investment company determined without 
regard to the requirements of subsection (a).’’ 

Subsec. (c)(2). Pub. L. 111–325, § 308(b)(2), in introduc-
tory provisions, substituted ‘‘For purposes of applying 
this chapter to distributions made by a regulated in-
vestment company with respect to any calendar year, 
the earnings and profits of such company shall be de-
termined without regard to any net capital loss attrib-
utable to the portion of the taxable year after October 
31 and without regard to any late-year ordinary loss (as 
defined in subsection (b)(8)(D)).’’ for ‘‘For purposes of 
applying this chapter to distributions made by a regu-
lated investment company with respect to any calendar 
year, the earnings and profits of such company shall be 
determined without regard to any net capital loss (or 
net foreign currency loss) attributable to transactions 
after October 31 of such year, without regard to any net 
reduction in the value of any stock of a passive foreign 
investment company with respect to which an election 
under section 1296(k) is in effect occurring after Octo-
ber 31 of such year, and with such other adjustments as 
the Secretary may by regulations prescribe.’’ 

Subsec. (c)(4). Pub. L. 111–325, § 302(b)(1), added par. 
(4). 

Subsec. (f)(1)(C). Pub. L. 111–325, § 502(a), substituted 
‘‘acquires, during the period beginning on the date of 
the disposition referred to in subparagraph (B) and end-
ing on January 31 of the calendar year following the 
calendar year that includes the date of such disposi-
tion,’’ for ‘‘subsequently acquires’’. 

Subsec. (g). Pub. L. 111–325, § 303(a), added subsec. (g). 
2007—Subsec. (b)(4)(C). Pub. L. 110–172 reenacted head-

ing without change and amended text generally. Prior 

to amendment, text read as follows: ‘‘For purposes of 
this paragraph, the rules of paragraphs (3) and (4) of 
section 246(c) shall apply in determining the period for 
which the taxpayer has held any share of stock; except 
that ‘6 months’ shall be substituted for each number of 
days specified in subparagraph (B) of section 246(c)(3).’’ 

2006—Subsec. (b)(3)(E). Pub. L. 109–222 added subpar. 
(E). 

1999—Subsec. (c)(3). Pub. L. 106–170, § 566(a)(1), added 
par. (3). 

Subsec. (e)(1). Pub. L. 106–170, § 566(c), inserted at end 
‘‘If the determination under subparagraph (A) is solely 
as a result of the failure to meet the requirements of 
subsection (a)(2), the preceding sentence shall also 
apply for purposes of applying subsection (a)(2) to the 
non-RIC year and the amount referred to in paragraph 
(2)(A)(i) shall be the portion of the accumulated earn-
ings and profits which resulted in such failure.’’ 

1997—Subsec. (b)(3)(D)(iii). Pub. L. 105–34, § 1254(b)(2), 
substituted ‘‘by the difference between the amount of 
such includible gains and the tax deemed paid by such 
shareholder in respect of such shares under clause (ii).’’ 
for ‘‘by 65 percent of so much of such amounts as equals 
the amount subject to tax in accordance with section 
1201(a).’’ 

Subsec. (b)(10). Pub. L. 105–34, § 1122(c)(2), added par. 
(10). 

Subsec. (c)(2). Pub. L. 105–34, § 1122(c)(3), inserted 
‘‘, without regard to any net reduction in the value of 
any stock of a passive foreign investment company 
with respect to which an election under section 1296(k) 
is in effect occurring after October 31 of such year,’’ 
after ‘‘October 31 of such year’’. 

1996—Subsec. (b)(5)(C). Pub. L. 104–188 struck out sub-
par. (C). Prior to amendment, subpar. (C) read as fol-
lows: 

‘‘(C) INTEREST ON CERTAIN LOANS USED TO ACQUIRE EM-
PLOYER SECURITIES.—For purposes of this section— 

‘‘(i) 50 percent of the amount of any loan of the reg-
ulated investment company which qualifies as a secu-
rities acquisition loan (as defined in section 133) shall 
be treated as an obligation described in section 103(a), 
and 

‘‘(ii) 50 percent of the interest received on such loan 
shall be treated as interest excludable from gross in-
come under section 103.’’ 
1993—Subsec. (b)(3)(D)(iii). Pub. L. 103–66 substituted 

‘‘65 percent’’ for ‘‘66 percent’’. 
1989—Subsec. (b)(9). Pub. L. 101–239, § 7204(c)(1), added 

par. (9). 
Subsec. (f). Pub. L. 101–239, § 7204(b)(1), added subsec. 

(f). 
1988—Subsec. (a). Pub. L. 100–647, § 1006(l)(8), inserted 

at end ‘‘The Secretary may waive the requirements of 
paragraph (1) for any taxable year if the regulated in-
vestment company establishes to the satisfaction of 
the Secretary that it was unable to meet such require-
ments by reason of distributions previously made to 
meet the requirements of section 4982.’’ 

Subsec. (b)(3)(C). Pub. L. 100–647, § 1006(l)(4), sub-
stituted ‘‘net capital loss or net long-term capital loss’’ 
for ‘‘net capital loss’’ in two places in third sentence, 
and ‘‘computing the taxable income of the regulated in-
vestment company’’ for ‘‘computing regulated invest-
ment company taxable income’’ in fourth sentence. 

Subsec. (b)(5)(C). Pub. L. 100–647, § 1011B(h)(4), sub-
stituted ‘‘section’’ for ‘‘paragraph’’. 

Subsec. (b)(6). Pub. L. 100–647, § 1006(l)(1)(A), redesig-
nated par. (6), relating to time certain dividends are 
taken into account, as (7). 

Subsec. (b)(7). Pub. L. 100–647, § 1006(l)(9), substituted 
‘‘in October, November, or December’’ for ‘‘in Decem-
ber’’ and ‘‘in such a month’’ for ‘‘in such month’’, in in-
troductory text, ‘‘on December 31 of such calendar 
year’’ for ‘‘on such date’’ in subpars. (A) an (B), and 
‘‘during January’’ for ‘‘before February 1’’ in last sen-
tence. 

Pub. L. 100–647, § 1006(l)(1)(A), redesignated par. (6), re-
lating to time certain dividends are taken into ac-
count, as (7). 
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Subsec. (b)(8). Pub. L. 100–647, § 1006(l)(7), added par. 
(8). 

Subsec. (c)(2). Pub. L. 100–647, § 1006(l)(3), amended 
par. (2) generally. Prior to amendment, par. (2) read as 
follows: ‘‘A regulated investment company shall be 
treated as having sufficient earnings and profits to 
treat as a dividend any distribution (other than in a re-
demption to which section 302(a) applies) which is 
treated as a dividend by such company. The preceding 
sentence shall not apply to the extent that the amount 
distributed during any calendar year by the company 
exceeds the required distribution for such calendar year 
(as determined under section 4982).’’ 

Subsec. (e)(1). Pub. L. 100–647, §§ 1006(l)(10), 1018(p), 
amended par. (1) identically, substituting ‘‘subsection 
(a)(2)’’ for ‘‘subsection (a)(3)’’ in last sentence. 

1986—Subsec. (a)(2), (3). Pub. L. 99–514, § 1878(j)(1), re-
designated par. (3) as (2) and struck out former par. (2) 
which read as follows: ‘‘the investment company com-
plies for such year with regulations prescribed by the 
Secretary for the purpose of ascertaining the actual 
ownership of its outstanding stock, and’’. 

Subsec. (b)(1). Pub. L. 99–514, § 1878(j)(2), substituted 
last sentence for former last sentence which read as fol-
lows: ‘‘In the case of a regulated investment company 
which is a personal holding company (as defined in sec-
tion 542), that tax shall be computed at the highest rate 
of tax specified in section 11(b).’’ 

Subsec. (b)(3)(C). Pub. L. 99–514, § 655(a)(1), substituted 
‘‘60 days’’ for ‘‘45 days’’. 

Pub. L. 99–514, § 651(b)(3), inserted provision for deter-
mination of the amount of the net capital gain for a 
taxable year (to which an election under section 
4982(e)(4) does not apply) and made such provision ap-
plicable also for purposes of computing regulated in-
vestment company taxable income. 

Subsec. (b)(3)(D)(i). Pub. L. 99–514, § 655(a)(1), sub-
stituted ‘‘60 days’’ for ‘‘45 days’’. 

Subsec. (b)(3)(D)(iii). Pub. L. 99–514, § 311(b)(1), sub-
stituted ‘‘66 percent’’ for ‘‘72 percent’’. 

Subsec. (b)(4). Pub. L. 99–514, § 1804(c)(5), substituted 
‘‘6 months or less’’ for ‘‘less than 31 days’’ in heading. 

Subsec. (b)(4)(B)(ii). Pub. L. 99–514, § 1804(c)(1), sub-
stituted ‘‘6 months or less’’ for ‘‘less than 31 days’’. 

Subsec. (b)(4)(C). Pub. L. 99–514, § 1804(c)(2), amended 
subpar. (C) generally. Prior to amendment, subpar. (C) 
read as follows: ‘‘For purposes of this paragraph, the 
rules of paragraphs (3) and (4) of section 246(c) shall 
apply in determining the period for which the taxpayer 
held any share of stock; except that for the number of 
days specified in subparagraph (B) of section 246(c)(3) 
there shall be substituted— 

‘‘(i) ‘6 months’ for purposes of subparagraph (A), 
and 

‘‘(ii) ‘30 days’ for purposes of subparagraph (B).’’ 
Subsec. (b)(4)(D). Pub. L. 99–514, § 1804(c)(3), sub-

stituted ‘‘subparagraphs (A) and (B)’’ for ‘‘subpara-
graph (A)’’. 

Subsec. (b)(4)(E). Pub. L. 99–514, § 1804(c)(4), added sub-
par. (E). 

Subsec. (b)(5)(A). Pub. L. 99–514, § 655(a)(2), sub-
stituted ‘‘60 days’’ for ‘‘45 days’’. 

Subsec. (b)(5)(C). Pub. L. 99–514, § 1173(b)(1)(B), added 
subpar. (C). 

Subsec. (b)(6). Pub. L. 99–514, § 651(b)(1)(A), added par. 
(6) relating to time certain dividends are taken into ac-
count. 

Pub. L. 99–514, § 631(e)(11), added par. (6) relating to 
inapplicability of section 311(b) to certain distribu-
tions. 

Subsec. (c). Pub. L. 99–514, § 651(b)(2), amended subsec. 
(c) generally, designating existing provisions as par. 
(1), inserting heading, and adding par. (2). 

Subsec. (e)(3)(A). Pub. L. 99–514, § 1511(c)(6), sub-
stituted ‘‘the underpayment rate established under sec-
tion 6621’’ for ‘‘the annual rate established under sec-
tion 6621’’. 

1984—Subsec. (a)(3). Pub. L. 98–369, § 1071(a)(3), added 
par. (3). 

Subsec. (b)(1). Pub. L. 98–369, § 1071(a)(2), inserted pro-
vision that in the case of a regulated investment com-

pany which is a personal holding company (as defined 
in section 542), that tax shall be computed at the high-
est rate of tax specified in section 11. 

Subsec. (b)(2)(F). Pub. L. 98–369, § 1071(b)(1), added sub-
par. (F). 

Subsec. (b)(3)(B). Pub. L. 98–369, § 1001(b)(11), (e), sub-
stituted ‘‘6 months’’ for ‘‘1 year’’, applicable to prop-
erty acquired after June 22, 1984, and before Jan. 1, 1988. 
See Effective Date of 1984 Amendment note below. 

Subsec. (b)(4)(A)(i). Pub. L. 98–369, § 55(a)(1), sub-
stituted ‘‘subparagraph (B) or (D) of paragraph (3) pro-
vides that any amount with respect to any share is to 
be treated as long-term capital gain’’ for ‘‘under sub-
paragraph (B) or (D) of paragraph (3) a shareholder of 
a regulated investment company is required, with re-
spect to any share, to treat any amount as a long-term 
capital gain’’. 

Subsec. (b)(4)(A)(ii). Pub. L. 98–369, § 55(a)(1), sub-
stituted ‘‘6 months or less’’ for ‘‘less than 31 days’’. 

Subsec. (b)(4)(C). Pub. L. 98–369, § 55(a)(2), substituted 
‘‘the rules of paragraphs (3) and (4) of section 246(c) 
shall apply in determining the period for which the tax-
payer held any share of stock;’’ for ‘‘the rules of section 
246(c)(3) shall apply in determining whether any share 
of stock has been held for less than 31 days;’’ and sub-
stituted provisions dealing with the applicable number 
of days for former provisions which set forth different 
applicable days. 

Subsec. (b)(4)(D). Pub. L. 98–369, § 55(a)(3), added sub-
par. (D). 

Subsec. (e). Pub. L. 98–369, § 1071(a)(4), added subsec. 
(e). 

1983—Subsec. (b)(5). Pub. L. 97–424 substituted ‘‘sec-
tion 103(a)’’ for ‘‘section 103(a)(1)’’ wherever appearing. 

1980—Subsec. (b)(3)(D)(iii). Pub. L. 96–222 substituted 
‘‘72 percent’’ for ‘‘70 percent’’. 

1978—Subsec. (b)(1). Pub. L. 95–600, § 301(b)(11), sub-
stituted ‘‘a tax’’ for ‘‘a normal tax and surtax’’. 

Subsec. (b)(3)(C). Pub. L. 95–600, § 362(c), inserted 
‘‘, except that, if there is an increase in the excess de-
scribed in subparagraph (A) of this paragraph for such 
year which results from a determination (as defined in 
section 860(e)), such designation may be made with re-
spect to such increase at any time before the expiration 
of 120 days after the date of such determination’’ after 
‘‘amount so designated’’. 

Subsec. (b)(4). Pub. L. 95–600, § 701(s)(2), designated 
first sentence, including subpars. (A) and (B), as subpar. 
(A), cls. (i) and (ii); added subpar. (A) heading and sub-
stituted ‘‘shall, to the extent of the amount described 
in clause (i), be treated as a long-term capital loss’’ for 
‘‘shall, to the extent of the amount described in sub-
paragraph (A) of this paragraph, be treated as loss from 
the sale or exchange of a capital asset held for more 
than 1 year’’; added subpar. (B); and designated second 
sentence as subpar. (C). 

1976—Subsec. (a)(1). Pub. L. 94–455, §§ 1901(b)(6)(B), 
2137(a), designated existing provisions as introductory 
material and subpar. (A) and added subpar. (B). 

Subsec. (a)(2). Pub. L. 94–455, § 1906(b)(13)(A), struck 
out ‘‘or his delegate’’ after ‘‘Secretary’’. 

Subsec. (b)(1). Pub. L. 94–455, § 1901(b)(1)(V), struck 
out provision relating to the computation of the nor-
mal tax under section 11 of this title. 

Subsec. (b)(2)(A). Pub. L. 94–455, § 1901(b)(33)(I), sub-
stituted ‘‘the amount of the net capital gain, if any’’ 
for ‘‘the excess, if any, of the net long-term capital 
gain over the short-term capital loss’’. 

Subsec. (b)(2)(D). Pub. L. 94–455, § 2137(b), inserted ref-
erence to exempt-interest dividends. 

Subsec. (b)(3)(A). Pub. L. 94–455, § 1901(b)(33)(J)(i), 
among other changes, struck out reference to the sum 
of the net short-term capital loss. 

Subsec. (b)(3)(B). Pub. L. 94–455, § 1402(b)(2), provided 
that ‘‘9 months’’ would be changed to ‘‘1 year’’. 

Pub. L. 94–455, § 1402(b)(1)(N), provided that ‘‘6 
months’’ would be changed to ‘‘9 months’’ for taxable 
years beginning in 1977. 

Subsec. (b)(3)(C). Pub. L. 94–455, § 1901(a)(110)(A), 
(b)(33)(J)(ii), substituted ‘‘net capital gain’’ for ‘‘excess 
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of the net long-term capital gain over the net short- 
term capital loss’’ in two places and struck out provi-
sion requiring for purpose of the deduction for capital 
gains dividends paid, the deductions shall in the case of 
a taxable year beginning before Jan. 1, 1975, first be 
made from the amount subject to tax in accordance 
with section 1201(a)(1)(B), to the extent thereof, and 
then from the amount subject to tax in accordance 
with section 1201(a)(1)(A). 

Subsec. (b)(3)(D)(iii). Pub. L. 94–455, § 1901(a)(110)(B)(i), 
struck out ‘‘by 75 percent of so much of such amounts 
as equals the amount subject to tax in accordance with 
section 1201(a)(1)(A) and’’ after ‘‘his long term capital 
gains,’’ and ‘‘(72 percent in the case of a taxable year 
beginning after December 31, 1969, and before January 
1, 1971)’’ after ‘‘by 70 percent’’ and substituted ‘‘section 
1201(a)’’ for ‘‘section 1201(a)(1)(B) or (2)’’. 

Subsec. (b)(3)(D)(v). Pub. L. 94–455, § 1906(b)(13)(A), 
struck out ‘‘or his delegate’’ after ‘‘Secretary’’. 

Subsec. (b)(4). Pub. L. 94–455, § 1402(b)(2), provided 
that ‘‘9 months’’ would be changed to ‘‘1 year’’. 

Pub. L. 94–455, § 1402(b)(1)(N), provided that ‘‘6 
months’’ would be changed to ‘‘9 months’’ for taxable 
years beginning in 1977. 

Subsec. (b)(5). Pub. L. 94–455, § 2137(c), added par. (5). 
Subsec. (d). Pub. L. 94–455, § 1901(a)(110)(C), (b)(33)(N), 

inserted in par. (1) ‘‘(15 U.S.C. 80a–1 and following)’’ 
after ‘‘Investment company Act of 1940’’ and sub-
stituted in provision following par. (2) ‘‘capital gain net 
income’’ for ‘‘net capital gain’’. 

1969—Subsec. (b)(3)(A). Pub. L. 91–172, § 511(c)(2)(A), 
substituted ‘‘determined as provided in section 1201(a), 
on’’ for ‘‘of 25 percent of’’. 

Subsec. (b)(3)(C). Pub. L. 91–172, § 511(c)(2)(B), inserted 
provision requiring for the purposes of the deduction 
for capital gains dividends paid the deduction shall, in 
the case of a taxable year beginning before Jan. 1, 1975, 
first be made from the amount subject to tax in accord-
ance with section 1201(a)(1)(B), to the extent thereof, 
and then from the amount subject to tax in accordance 
with section 1201(a)(1)(A). 

Subsec. (b)(3)(D). Pub. L. 91–172, § 511(c)(2)(C), (D), 
struck out ‘‘of 25 percent’’ in cl. (ii), substituted ref-
erence in cl. (iii) to the increase of the adjusted basis 
of shares in the hands of the shareholder, with respect 
to the amounts required by this subpar., by 75 percent 
of so much of such amounts as equals the amount sub-
ject to tax in accordance with section 1201(a)(1)(A) and 
by 70 percent (72 percent in the case of a taxable year 
beginning after Dec. 31, 1969, and before Jan. 1, 1971) of 
so much of such amounts as equals the amount subject 
to tax in accordance with section 1201(a)(1)(B) or (2), for 
reference to the increase of the adjusted basis of shares 
in the hand of the shareholder by 75 percent of the 
amounts required by this subpar. to be included in com-
puting his long-term capital gains. 

1964—Subsec. (b)(3)(C), (D)(i). Pub. L. 88–272, 
§ 229(a)(1), (2), substituted ‘‘45 days’’ for ‘‘30 days’’. 

Subsec. (d). Pub. L. 88–272, § 229(b), added subsec. (d). 
1960—Subsec. (a). Pub. L. 86–779, § 10(b)(2), substituted 

‘‘this part’’ for ‘‘this subchapter’’. 
Subsec. (b)(3)(C). Pub. L. 86–779, § 10(b)(3), substituted 

‘‘For purposes of this part, a capital gain dividend is’’ 
for ‘‘A capital gain dividend means’’. 

1958—Subsec. (a). Pub. L. 85–866, § 101(a), inserted 
‘‘(other than subsection (c) of this section)’’. 

Subsec. (b)(4). Pub. L. 85–866, § 39(a), added par. (4). 
Subsec. (c). Pub. L. 85–866, § 101(b), inserted sentence 

defining regulated investment company. 
1956—Subsec. (b)(3)(D). Act July 11, 1956, added sub-

par. (D). 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by section 201(c) of Pub. L. 111–325 appli-
cable to taxable years with respect to which the due 
date (determined with regard to any extensions) of the 
return of tax for such taxable year is after Dec. 22, 2010, 
see section 201(d) of Pub. L. 111–325, set out as a note 
under section 851 of this title. 

Pub. L. 111–325, title III, § 301(h), Dec. 22, 2010, 124 
Stat. 3547, provided that: ‘‘The amendments made by 

this section [amending this section and sections 853, 
853A, 854, 855, 860, and 871 of this title] shall apply to 
taxable years beginning after the date of the enactment 
of this Act [Dec. 22, 2010].’’ 

Pub. L. 111–325, title III, § 302(c), Dec. 22, 2010, 124 
Stat. 3548, provided that: ‘‘The amendments made by 
this section [amending this section and section 871 of 
this title] shall apply to taxable years beginning after 
the date of the enactment of this Act [Dec. 22, 2010].’’ 

Pub. L. 111–325, title III, § 303(b), Dec. 22, 2010, 124 
Stat. 3548, provided that: ‘‘The amendment made by 
this section [amending this section] shall apply to tax-
able years beginning after the date of the enactment of 
this Act [Dec. 22, 2010].’’ 

Pub. L. 111–325, title III, § 308(c), Dec. 22, 2010, 124 
Stat. 3551, provided that: ‘‘The amendments made by 
this section [amending this section and section 871 of 
this title] shall apply to taxable years beginning after 
the date of the enactment of this Act [Dec. 22, 2010].’’ 

Pub. L. 111–325, title III, § 309(c), Dec. 22, 2010, 124 
Stat. 3552, provided that: ‘‘The amendments made by 
this section [amending this section] shall apply to 
losses incurred on shares of stock for which the tax-
payer’s holding period begins after the date of the en-
actment of this Act [Dec. 22, 2010].’’ 

Pub. L. 111–325, title V, § 502(b), Dec. 22, 2010, 124 Stat. 
3555, provided that: ‘‘The amendment made by this sec-
tion [amending this section] shall apply to charges in-
curred in taxable years beginning after the date of the 
enactment of this Act [Dec. 22, 2010].’’ 

EFFECTIVE DATE OF 2006 AMENDMENT 

Pub. L. 109–222, title V, § 505(d), May 17, 2006, 120 Stat. 
357, provided that: ‘‘The amendments made by this sec-
tion [amending this section and sections 871, 897, and 
1445 of this title] shall apply to taxable years of quali-
fied investment entities beginning after December 31, 
2005, except that no amount shall be required to be 
withheld under section 1441, 1442, or 1445 of the Internal 
Revenue Code of 1986 with respect to any distribution 
before the date of the enactment of this Act [May 17, 
2006] if such amount was not otherwise required to be 
withheld under any such section as in effect before such 
amendments.’’ 

EFFECTIVE DATE OF 1999 AMENDMENT 

Pub. L. 106–170, title V, § 566(d), Dec. 17, 1999, 113 Stat. 
1950, provided that: ‘‘The amendments made by this 
section [amending this section and section 857 of this 
title] shall apply to distributions after December 31, 
2000.’’ 

EFFECTIVE DATE OF 1997 AMENDMENT 

Amendment by section 1122(c)(2), (3) of Pub. L. 105–34 
applicable to taxable years of United States persons be-
ginning after Dec. 31, 1997, and to taxable years of for-
eign corporations ending with or within such taxable 
years of United States persons, see section 1124 of Pub. 
L. 105–34, set out as a note under section 532 of this 
title. 

Section 1263 of title XII of Pub. L. 105–34 provided 
that: ‘‘The amendments made by this part [probably 
means subtitle D (§§ 1251–1263) of title XII of Pub. L. 
105–34, amending this section and sections 856 and 857 of 
this title] shall apply to taxable years beginning after 
the date of the enactment of this Act [Aug. 5, 1997].’’ 

EFFECTIVE DATE OF 1996 AMENDMENT 

Amendment by section 1602(b)(1) of Pub. L. 104–188 ap-
plicable to loans made after Aug. 20, 1996, with excep-
tion and provisions relating to certain refinancings, see 
section 1602(c) of Pub. L. 104–188, set out as an Effective 
Date of Repeal note under former section 133 of this 
title. 

EFFECTIVE DATE OF 1993 AMENDMENT 

Amendment by Pub. L. 103–66 applicable to taxable 
years beginning on or after Jan. 1, 1993, see section 
13221(d) of Pub. L. 103–66 set out as a note under section 
11 of this title. 
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EFFECTIVE DATE OF 1989 AMENDMENT 

Section 7204(b)(2) of Pub. L. 101–239 provided that: 
‘‘The amendment made by paragraph (1) [amending this 
section] shall apply to charges incurred after October 3, 
1989, in taxable years ending after such date.’’ 

Section 7204(c)(2) of Pub. L. 101–239 provided that: 
‘‘The amendment made by paragraph (1) [amending this 
section] shall apply to dividends in cases where the 
stock becomes ex-dividend after the date of the enact-
ment of this Act [Dec. 19, 1989].’’ 

EFFECTIVE DATE OF 1988 AMENDMENT 

Section 1006(l)(9) of Pub. L. 100–647 provided that the 
amendment made by that section is effective with re-
spect to dividends declared in 1988 and subsequent cal-
endar years. 

Amendment by sections 1006(l)(1)(A), (3), (4), (7), (8), 
(10), 1011B(h)(4), and 1018(p) of Pub. L. 100–647 effective, 
except as otherwise provided, as if included in the pro-
vision of the Tax Reform Act of 1986, Pub. L. 99–514, to 
which such amendment relates, see section 1019(a) of 
Pub. L. 100–647, set out as a note under section 1 of this 
title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by section 311(b)(1) of Pub. L. 99–514 ap-
plicable to taxable years beginning after Dec. 31, 1986, 
see section 311(c) of Pub. L. 99–514, set out as a note 
under section 1201 of this title. 

Amendment by section 631(e)(11) of Pub. L. 99–514 ap-
plicable to any distribution in complete liquidation, 
and any sale or exchange, made by a corporation after 
July 31, 1986, unless such corporation is completely liq-
uidated before Jan. 1, 1987, any transaction described in 
section 338 of this title for which the acquisition date 
occurs after Dec. 31, 1986, and any distribution, not in 
complete liquidation, made after Dec. 31, 1986, with ex-
ceptions and special and transitional rules, see section 
633 of Pub. L. 99–514, set out as an Effective Date note 
under section 336 of this title. 

Amendment by section 651(b)(1)(A), (2), (3) of Pub. L. 
99–514 applicable to calendar years beginning after Dec. 
31, 1986, see section 651(d) of Pub. L. 99–514, set out as 
an Effective Date note under section 4982 of this title. 

Section 655(b) of Pub. L. 99–514 provided that: ‘‘The 
amendments made by subsection (a) [amending this 
section and sections 853 to 855 of this title] shall apply 
to taxable years beginning after the date of the enact-
ment of this Act [Oct. 22, 1986].’’ 

Section 1173(c)(2)(A) of Pub. L. 99–514 provided that: 
‘‘The amendments made by subsection (b)(1) [amending 
this section and former section 133 of this title] shall 
apply to loans used to acquire employer securities after 
the date of the enactment of this Act [Oct. 22, 1986], in-
cluding loans used to refinance loans used to acquire 
employer securities before such date if such loans were 
used to acquire employer securities after May 23, 1984.’’ 

Amendment by section 1511(c)(6) of Pub. L. 99–514 ap-
plicable for purposes of determining interest for periods 
after Dec. 31, 1986, see section 1511(d) of Pub. L. 99–514, 
set out as a note under section 47 of this title. 

Section 1804(c)(6) of Pub. L. 99–514 provided that: 
‘‘The amendments made by this subsection [amending 
this section] shall apply to stock with respect to which 
the taxpayer’s holding period begins after March 28, 
1985.’’ 

Amendment by section 1878(j) of Pub. L. 99–514 effec-
tive, except as otherwise provided, as if included in the 
provisions of the Tax Reform Act of 1984, Pub. L. 98–369, 
div. A, to which such amendment relates, see section 
1881 of Pub. L. 99–514, set out as a note under section 48 
of this title. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Section 55(c) of Pub. L. 98–369 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and section 857 of this title] shall apply to losses 
incurred with respect to shares of stock and beneficial 
interests with respect to which the taxpayer’s holding 

period begins after the date of the enactment of this 
Act [July 18, 1984].’’ 

Amendment by section 1001(b)(11) of Pub. L. 98–369 ap-
plicable to property acquired after June 22, 1984, and 
before Jan. 1, 1988, see section 1001(e) of Pub. L. 98–369, 
set out as a note under section 166 of this title. 

Section 1071(a)(5) of Pub. L. 98–369, as amended by 
Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided 
that: 

‘‘(A) IN GENERAL.—Except as otherwise provided in 
this paragraph, the amendments made by this sub-
section [amending this section and section 851 of this 
title] shall apply to taxable years beginning after De-
cember 31, 1982. 

‘‘(B) INVESTMENT COMPANIES WHICH WERE REGULATED 
INVESTMENT COMPANIES FOR YEARS ENDING BEFORE NO-
VEMBER 8, 1983.—In the case of any investment company 
to which the provisions of part I of subchapter M of 
chapter 1 of the Internal Revenue Code of 1986 [for-
merly I.R.C. 1954] applied for any taxable year ending 
before November 8, 1983, for purposes of section 
852(a)(3)(B) of the Internal Revenue Code of 1986 (as 
amended by this subsection), no earnings and profits 
accumulated in any taxable year ending before January 
1, 1984, shall be taken into account. 

‘‘(C) INVESTMENT COMPANIES BEGINNING BUSINESS IN 
1983.—In the case of an investment company which 
began business in 1983 (and was not a successor corpora-
tion), earnings and profits accumulated during its first 
taxable year shall not be taken into account for pur-
poses of section 852(a)(3)(B) of such Code (as so amend-
ed). 

‘‘(D) INVESTMENT COMPANIES REGISTERING BEFORE NO-
VEMBER 8, 1983.—In the case of any investment com-
pany— 

‘‘(i) which, during the period after December 31, 
1981, and before November 8, 1983— 

‘‘(I) was engaged in the active conduct of a trade 
or business, 

‘‘(II) sold substantially all of its operating assets, 
and 

‘‘(III) registered under the Investment Company 
Act of 1940 [15 U.S.C. § 80a–1 et seq.] as either a man-
agement company or a unit investment trust, and 
‘‘(ii) to which the provisions of part I of subchapter 

M of chapter 1 of the Internal Revenue Code of 1986 
applied for its first taxable year beginning after No-
vember 8, 1983, 

for purposes of section 852(a)(3)(A) of such Code (as 
amended by paragraph (3)), the provisions of part I of 
subchapter M of chapter 1 of such Code shall be treated 
as applying to such investment company for its first 
taxable year ending after November 8, 1983. For pur-
poses of the preceding sentence, all members of an af-
filiated group (as defined in section 1504(a) of such 
Code) filing a consolidated return shall be treated as 1 
taxpayer.’’ 

Section 1071(b)(2) of Pub. L. 98–369 provided that: 
‘‘The amendment made by paragraph (1) [amending this 
section] shall apply to taxable years beginning after 
December 31, 1978.’’ 

EFFECTIVE DATE OF 1980 AMENDMENT 

Amendment by Pub. L. 96–222 effective, except as 
otherwise provided, as if it had been included in the 
provisions of the Revenue Act of 1978, Pub. L. 95–600, to 
which such amendment relates, see section 201 of Pub. 
L. 96–222, set out as a note under section 32 of this title. 

EFFECTIVE DATE OF 1978 AMENDMENT 

Amendment by section 301(b)(11) of Pub. L. 95–600 ap-
plicable to taxable years beginning after Dec. 31, 1978, 
see section 301(c) of Pub. L. 95–600, set out as a note 
under section 11 of this title. 

Amendment by section 362(c) of Pub. L. 95–600 appli-
cable with respect to determinations (as defined in sec-
tion 860(e) of this title) after Nov. 6, 1978, see section 
362(e) of Pub. L. 95–600, set out as an Effective Date 
note under section 860 of this title. 
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Amendment by section 701(s)(2) of Pub. L. 95–600 ap-
plicable to taxable years beginning after Dec. 31, 1975, 
see section 701(s)(3) of Pub. L. 95–600, set out as a note 
under section 851 of this title. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Section 1402(b)(1) of Pub. L. 94–455 provided that the 
amendment made by that section is effective with re-
spect to taxable years beginning in 1977. 

Section 1402(b)(2) of Pub. L. 94–455 provided that the 
amendment made by that section is effective with re-
spect to taxable years beginning after Dec. 31, 1977. 

Amendment by section 1901(a)(110)(A), (C), (b)(1)(V), 
(6)(B), (33)(I), (J), (N) of Pub. L. 94–455 effective for tax-
able years beginning after Dec. 31, 1976, see section 
1901(d) of Pub. L. 94–455, set out as an Effective Date of 
1976 Amendment note under section 2 of this title. 

Section 1901(a)(110)(B)(ii) of Pub. L. 94–455, as amend-
ed by Pub. L. 99–514, § 2, Oct. 22, 1986, 100 Stat. 2095, pro-
vided that: ‘‘The amendment made by clause (i) 
[amending this section] shall not be considered to af-
fect the amount of any increase in the basis of stock 
under the provisions of section 852(b)(3)(D)(iii) of the 
Internal Revenue Code of 1986 [formerly I.R.C. 1954] 
which is based upon amounts subject to tax under sec-
tion 1201 of such Code [section 1201 of this title] in tax-
able years beginning before January 1, 1975.’’ 

Section 2137(e) of Pub. L. 94–455 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and sections 103 and 265 of this title] shall apply to 
taxable years beginning after December 31, 1975.’’ 

EFFECTIVE DATE OF 1969 AMENDMENT 

Amendment by Pub. L. 91–172 applicable with respect 
to taxable years beginning after Dec. 31, 1969, see sec-
tion 511(d) of Pub. L. 91–172, set out as an Effective Date 
note under section 1201 of this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Section 229(c) of Pub. L. 88–272 provided that: ‘‘The 
amendments made by subsection (a) [amending this 
section and sections 853, 854, and 855 of this title] shall 
apply to taxable years of regulated investment compa-
nies ending on or after the date of the enactment of 
this Act [Feb. 26, 1964]. The amendment made by sub-
section (b) [amending this section] shall apply to tax-
able years of regulated investment companies ending 
after December 31, 1963.’’ 

EFFECTIVE DATE OF 1960 AMENDMENT 

Amendment of section by Pub. L. 86–779 applicable 
with respect to taxable years of real estate investment 
trusts beginning after Dec. 31, 1960, see section 10(k) of 
Pub. L. 86–779, set out as an Effective Date note under 
section 856 of this title. 

EFFECTIVE DATE OF 1958 AMENDMENT 

Section 39(b) of Pub. L. 85–866 provided that: ‘‘The 
amendment made by subsection (a) [amending this sec-
tion] shall apply with respect to taxable years ending 
after December 31, 1957, but only with respect to shares 
of stock acquired after December 31, 1957.’’ 

Section 101(c) of Pub. L. 85–866 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply with respect to taxable years of regu-
lated investment companies beginning on or after 
March 1, 1958.’’ 

EFFECTIVE DATE OF 1956 AMENDMENT 

Section 2(b) of act July 11, 1956, provided that: ‘‘The 
amendment made by this section [amending this sec-
tion] shall apply only with respect to taxable years of 
regulated investment companies beginning after De-
cember 31, 1956.’’ 

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 
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. 

§ 853. Foreign tax credit allowed to shareholders 

(a) General rule 

A regulated investment company— 
(1) more than 50 percent of the value (as de-

fined in section 851(c)(4)) of whose total assets 
at the close of the taxable year consists of 
stock or securities in foreign corporations, 
and 

(2) which meets the requirements of section 
852(a) for the taxable year, 

may, for such taxable year, elect the application 
of this section with respect to income, war prof-
its, and excess profits taxes described in section 
901(b)(1), which are paid by the investment com-
pany during such taxable year to foreign coun-
tries and possessions of the United States. 

(b) Effect of election 

If the election provided in subsection (a) is ef-
fective for a taxable year— 

(1) the regulated investment company— 
(A) shall not, with respect to such taxable 

year, be allowed a deduction under section 
164(a) or a credit under section 901 for taxes 
to which subsection (a) is applicable, and 

(B) shall be allowed as an addition to the 
dividends paid deduction for such taxable 
year the amount of such taxes; 

(2) each shareholder of such investment com-
pany shall— 

(A) include in gross income and treat as 
paid by him his proportionate share of such 
taxes, and 

(B) treat as gross income from sources 
within the respective foreign countries and 
possessions of the United States, for pur-
poses of applying subpart A of part III of 
subchapter N, the sum of his proportionate 
share of such taxes and the portion of any 
dividend paid by such investment company 
which represents income derived from 
sources within foreign countries or posses-
sions of the United States. 

(c) Statements to shareholders 

The amounts to be treated by the shareholder, 
for purposes of subsection (b)(2), as his propor-
tionate share of— 

(1) taxes paid to any foreign country or pos-
session of the United States, and 

(2) gross income derived from sources within 
any foreign country or possession of the 
United States, 

shall not exceed the amounts so reported by the 
company in a written statement furnished to 
such shareholder. 

(d) Manner of making election 

The election provided in subsection (a) shall 
be made in such manner as the Secretary may 
prescribe by regulations. 

(e) Treatment of certain taxes not allowed as a 
credit under section 901 

This section shall not apply to any tax with 
respect to which the regulated investment com-
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pany is not allowed a credit under section 901 by 
reason of subsection (k) or (l) of such section. 

(f) Cross references 

(1) For treatment by shareholders of taxes paid to 
foreign countries and possessions of the United 
States, see section 164(a) and section 901. 

(2) For definition of foreign corporation, see sec-
tion 7701(a)(5). 

(Aug. 16, 1954, ch. 736, 68A Stat. 272; Pub. L. 
88–272, title II, § 229(a)(3), Feb. 26, 1964, 78 Stat. 
99; Pub. L. 94–455, title XIX, § 1906(b)(13)(A), Oct. 
4, 1976, 90 Stat. 1834; Pub. L. 99–514, title VI, 
§ 655(a)(3), Oct. 22, 1986, 100 Stat. 2299; Pub. L. 
105–34, title X, § 1053(b), Aug. 5, 1997, 111 Stat. 943; 
Pub. L. 105–206, title VI, § 6010(k)(1), (2), July 22, 
1998, 112 Stat. 815; Pub. L. 109–135, title IV, 
§ 403(aa)(1), Dec. 21, 2005, 119 Stat. 2630; Pub. L. 
111–325, title III, § 301(c), Dec. 22, 2010, 124 Stat. 
3544.) 

AMENDMENTS 

2010—Subsec. (c). Pub. L. 111–325, § 301(c)(1)(B), sub-
stituted ‘‘Statements’’ for ‘‘Notice’’ in heading. 

Pub. L. 111–325, § 301(c)(1)(A), which directed amend-
ment by substituting ‘‘so reported by the company in a 
written statement furnished to such shareholder’’ for 
‘‘so designated by the company in a written notice 
mailed to its shareholders not later than 60 days after 
the close of the taxable year’’, was executed by making 
the substitution for ‘‘so designated by the company in 
a written notice mailed to its shareholders not later 
than 60 days after the close of its taxable year’’ in con-
cluding provisions to reflect the probable intent of Con-
gress. 

Subsec. (d). Pub. L. 111–325, § 301(c)(2), struck out ‘‘and 
notifying shareholders’’ after ‘‘election’’ in heading and 
‘‘and the notice to shareholders required by subsection 
(c)’’ after ‘‘subsection (a)’’ in text. 

2005—Subsec. (e). Pub. L. 109–135 amended heading 
and text of subsec. (e) generally. Prior to amendment, 
text read as follows: ‘‘This section shall not apply to 
any tax with respect to which the regulated investment 
company is not allowed a credit under section 901 by 
reason of section 901(k).’’ 

1998—Subsec. (c). Pub. L. 105–206, § 6010(k)(2), struck 
out at end ‘‘Such notice shall also include the amount 
of such taxes which (without regard to the election 
under this section) would not be allowable as a credit 
under section 901(a) to the regulated investment com-
pany by reason of section 901(k).’’ 

Subsecs. (e), (f). Pub. L. 105–206, § 6010(k)(1), added 
subsec. (e) and redesignated former subsec. (e) as (f). 

1997—Subsec. (c). Pub. L. 105–34 inserted at end ‘‘Such 
notice shall also include the amount of such taxes 
which (without regard to the election under this sec-
tion) would not be allowable as a credit under section 
901(a) to the regulated investment company by reason 
of section 901(k).’’ 

1986—Subsec. (c). Pub. L. 99–514 substituted ‘‘60 days’’ 
for ‘‘45 days’’. 

1976—Subsec. (d). Pub. L. 94–455 struck out ‘‘or his 
delegate’’ after ‘‘Secretary’’. 

1964—Subsec. (c). Pub. L. 88–272 substituted ‘‘45 days’’ 
for ‘‘30 days’’. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–325 applicable to taxable 
years beginning after Dec. 22, 2010, see section 301(h) of 
Pub. L. 111–325, set out as a note under section 852 of 
this title. 

EFFECTIVE DATE OF 2005 AMENDMENT 

Amendment by Pub. L. 109–135 effective as if included 
in the provision of the American Jobs Creation Act of 
2004, Pub. L. 108–357, to which such amendment relates, 
see section 403(nn) of Pub. L. 109–135, set out as a note 
under section 26 of this title. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Amendment by Pub. L. 105–206 effective, except as 
otherwise provided, as if included in the provisions of 
the Taxpayer Relief Act of 1997, Pub. L. 105–34, to which 
such amendment relates, see section 6024 of Pub. L. 
105–206, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1997 AMENDMENT 

Section 1053(c) of Pub. L. 105–34 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion and section 901 of this title] shall apply to divi-
dends paid or accrued more than 30 days after the date 
of the enactment of this Act [Aug. 5, 1997].’’ 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by Pub. L. 99–514 applicable to taxable 
years beginning after Oct. 22, 1986, see section 655(b) of 
Pub. L. 99–514, set out as a note under section 852 of 
this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Amendment by Pub. L. 88–272 applicable to taxable 
years of regulated investment companies ending on or 
after Feb. 26, 1964, see section 229(c) of Pub. L. 88–272, 
set out as a note under section 852 of this title. 

§ 853A. Credits from tax credit bonds allowed to 
shareholders 

(a) General rule 

A regulated investment company— 
(1) which holds (directly or indirectly) one or 

more tax credit bonds on one or more applica-
ble dates during the taxable year, and 

(2) which meets the requirements of section 
852(a) for the taxable year, 

may elect the application of this section with 
respect to credits allowable to the investment 
company during such taxable year with respect 
to such bonds. 

(b) Effect of election 

If the election provided in subsection (a) is in 
effect for any taxable year— 

(1) the regulated investment company shall 
not be allowed any credits to which subsection 
(a) applies for such taxable year, 

(2) the regulated investment company 
shall— 

(A) include in gross income (as interest) 
for such taxable year an amount equal to the 
amount that such investment company 
would have included in gross income with re-
spect to such credits if this section did not 
apply, and 

(B) increase the amount of the dividends 
paid deduction for such taxable year by the 
amount of such income, and 

(3) each shareholder of such investment com-
pany shall— 

(A) include in gross income an amount 
equal to such shareholder’s proportionate 
share of the interest income attributable to 
such credits, and 

(B) be allowed the shareholder’s propor-
tionate share of such credits against the tax 
imposed by this chapter. 

(c) Statements to shareholders 

For purposes of subsection (b)(3), the share-
holder’s proportionate share of— 

(1) credits described in subsection (a), and 
(2) gross income in respect of such credits, 
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shall not exceed the amounts so reported by the 
regulated investment company in a written 
statement furnished to such shareholder. 

(d) Manner of making election 

The election provided in subsection (a) shall 
be made in such manner as the Secretary may 
prescribe. 

(e) Definitions and special rules 

(1) Definitions 

For purposes of this subsection— 

(A) Tax credit bond 

The term ‘‘tax credit bond’’ means— 
(i) a qualified tax credit bond (as defined 

in section 54A(d)), 
(ii) a build America bond (as defined in 

section 54AA(d)), and 
(iii) any bond for which a credit is allow-

able under subpart H of part IV of sub-
chapter A of this chapter. 

(B) Applicable date 

The term ‘‘applicable date’’ means— 
(i) in the case of a qualified tax credit 

bond or a bond described in subparagraph 
(A)(iii), any credit allowance date (as de-
fined in section 54A(e)(1)), and 

(ii) in the case of a build America bond 
(as defined in section 54AA(d)), any inter-
est payment date (as defined in section 
54AA(e)). 

(2) Stripped tax credit bonds 

If the ownership of a tax credit bond is sepa-
rated from the credit with respect to such 
bond, subsection (a) shall be applied by ref-
erence to the instruments evidencing the enti-
tlement to the credit rather than the tax cred-
it bond. 

(f) Regulations, etc. 

The Secretary shall prescribe such regulations 
or other guidance as may be necessary or appro-
priate to carry out the purposes of this section, 
including methods for determining a sharehold-
er’s proportionate share of credits. 

(Added Pub. L. 111–5, div. B, title I, § 1541(a), Feb. 
17, 2009, 123 Stat. 360; amended Pub. L. 111–325, 
title III, § 301(d), Dec. 22, 2010, 124 Stat. 3544.) 

AMENDMENTS 

2010—Subsec. (c). Pub. L. 111–325, § 301(d)(1), sub-
stituted ‘‘Statements’’ for ‘‘Notice’’ in heading and ‘‘so 
reported by the regulated investment company in a 
written statement furnished to such shareholder’’ for 
‘‘so designated by the regulated investment company in 
a written notice mailed to its shareholders not later 
than 60 days after the close of its taxable year’’ in con-
cluding provisions. 

Subsec. (d). Pub. L. 111–325, § 301(d)(2), struck out 
‘‘and notifying shareholders’’ after ‘‘election’’ in head-
ing and ‘‘and the notice to shareholders required by 
subsection (c)’’ after ‘‘subsection (a)’’ in text. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by Pub. L. 111–325 applicable to taxable 
years beginning after Dec. 22, 2010, see section 301(h) of 
Pub. L. 111–325, set out as a note under section 852 of 
this title. 

EFFECTIVE DATE 

Section applicable to taxable years ending after Feb. 
17, 2009, see section 1541(c) of Pub. L. 111–5, set out as 

an Effective Date of 2009 Amendment note under sec-
tion 54 of this title. 

§ 854. Limitations applicable to dividends re-
ceived from regulated investment company 

(a) Capital gain dividend 

For purposes of section 1(h)(11) (relating to 
maximum rate of tax on dividends) and section 
243 (relating to deductions for dividends received 
by corporations), a capital gain dividend (as de-
fined in section 852(b)(3)) received from a regu-
lated investment company shall not be consid-
ered as a dividend. 

(b) Other dividends 

(1) Amount treated as dividend 

(A) Deduction under section 243 

In any case in which— 
(i) a dividend is received from a regu-

lated investment company (other than a 
dividend to which subsection (a) applies), 
and 

(ii) such investment company meets the 
requirements of section 852(a) for the tax-
able year during which it paid such divi-
dend, 

then, in computing any deduction under sec-
tion 243, there shall be taken into account 
only that portion of such dividend reported 
by the regulated investment company as eli-
gible for such deduction in written state-
ments furnished to its shareholders and such 
dividend shall be treated as received from a 
corporation which is not a 20-percent owned 
corporation. 

(B) Maximum rate under section 1(h) 

(i) In general 

In any case in which— 
(I) a dividend is received from a regu-

lated investment company (other than a 
dividend to which subsection (a) applies), 

(II) such investment company meets 
the requirements of section 852(a) for the 
taxable year during which it paid such 
dividend, and 

(III) the qualified dividend income of 
such investment company for such tax-
able year is less than 95 percent of its 
gross income, 

then, in computing qualified dividend in-
come, there shall be taken into account 
only that portion of such dividend reported 
by the regulated investment company as 
qualified dividend income in written state-
ments furnished to its shareholders. 

(ii) Gross income 

For purposes of clause (i), in the case of 
1 or more sales or other dispositions of 
stock or securities, the term ‘‘gross in-
come’’ includes only the excess of— 

(I) the net short-term capital gain 
from such sales or dispositions, over 

(II) the net long-term capital loss from 
such sales or dispositions. 

(C) Limitations 

(i) Subparagraph (a) 

The aggregate amount which may be re-
ported as dividends under subparagraph 
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(A) shall not exceed the aggregate divi-
dends received by the company for the tax-
able year. 

(ii) Subparagraph (b) 

The aggregate amount which may be re-
ported as qualified dividend income under 
subparagraph (B) shall not exceed the sum 
of— 

(I) the qualified dividend income of the 
company for the taxable year, and 

(II) the amount of any earnings and 
profits which were distributed by the 
company for such taxable year and accu-
mulated in a taxable year with respect 
to which this part did not apply. 

(2) Aggregate dividends 

For purposes of this subsection— 

(A) In general 

In computing the amount of aggregate 
dividends received, there shall only be taken 
into account dividends received from domes-
tic corporations. 

(B) Dividends 

For purposes of subparagraph (A), the term 
‘‘dividend’’ shall not include any distribu-
tion from— 

(i) a corporation which, for the taxable 
year of the corporation in which the dis-
tribution is made, or for the next preced-
ing taxable year of the corporation, is a 
corporation exempt from tax under section 
501 (relating to certain charitable, etc., or-
ganizations) or section 521 (relating to 
farmers’ cooperative associations), or 

(ii) a real estate investment trust which, 
for the taxable year of the trust in which 
the dividend is paid, qualifies under part II 
of subchapter M (section 856 and follow-
ing). 

(C) Limitations on dividends from regulated 
investment companies 

In determining the amount of any dividend 
for purposes of this paragraph, a dividend re-
ceived from a regulated investment company 
shall be subject to the limitations prescribed 
in this section. 

(3) Special rule for computing deduction under 
section 243 

For purposes of subparagraph (A) of para-
graph (1), an amount shall be treated as a divi-
dend for the purpose of paragraph (1) only if a 
deduction would have been allowable under 
section 243 to the regulated investment com-
pany determined— 

(A) as if section 243 applied to dividends re-
ceived by a regulated investment company, 

(B) after the application of section 246 (but 
without regard to subsection (b) thereof), 
and 

(C) after the application of section 246A. 

(4) Qualified dividend income 

For purposes of this subsection, the term 
‘‘qualified dividend income’’ has the meaning 
given such term by section 1(h)(11)(B). 

(Aug. 16, 1954, ch. 736, 68A Stat. 273; Pub. L. 
88–272, title II, §§ 201(d)(8)–(10), 229(a)(4), Feb. 26, 

1964, 78 Stat. 32, 99; Pub. L. 96–223, title IV, 
§ 404(b)(6), Apr. 2, 1980, 94 Stat. 307; Pub. L. 97–34, 
title III, § 302(c)(4), (d)(1), Aug. 13, 1981, 95 Stat. 
272, 274; Pub. L. 98–369, div. A, title I, §§ 16(a), 
52(a)–(c), July 18, 1984, 98 Stat. 505, 564, 565; Pub. 
L. 99–514, title VI, §§ 612(b)(6), 655(a)(4), Oct. 22, 
1986, 100 Stat. 2250, 2299; Pub. L. 100–203, title X, 
§ 10221(d)(3), Dec. 22, 1987, 101 Stat. 1330–409; Pub. 
L. 100–647, title I, § 1006(b)(2), Nov. 10, 1988, 102 
Stat. 3393; Pub. L. 108–27, title III, § 302(c), May 
28, 2003, 117 Stat. 762; Pub. L. 108–311, title IV, 
§ 402(a)(5)(A)–(D), Oct. 4, 2004, 118 Stat. 1184; Pub. 
L. 111–325, title III, § 301(e), Dec. 22, 2010, 124 
Stat. 3544.) 

AMENDMENT OF SECTION 

For termination of amendment by section 

301(i) of Pub. L. 111–325, see Effective and Ter-

mination Dates of 2010 Amendment note below. 

For termination of amendment by section 303 

of Pub. L. 108–27, see Effective and Termination 

Dates of 2003 Amendment note below. 

AMENDMENTS 

2010—Subsec. (b)(1)(A). Pub. L. 111–325, § 301(e)(1)(A), 
in concluding provisions, substituted ‘‘reported by the 
regulated investment company as eligible for such de-
duction in written statements furnished to its share-
holders’’ for ‘‘designated under this subparagraph by 
the regulated investment company’’. 

Subsec. (b)(1)(B)(i). Pub. L. 111–325, § 301(e)(1)(B), (i), 
in concluding provisions, temporarily substituted ‘‘re-
ported by the regulated investment company as quali-
fied dividend income in written statements furnished 
to its shareholders’’ for ‘‘designated by the regulated 
investment company’’. See Effective and Termination 
Dates of 2010 Amendment note below. 

Subsec. (b)(1)(C)(i). Pub. L. 111–325, § 301(e)(1)(C), sub-
stituted ‘‘reported’’ for ‘‘designated’’. 

Subsec. (b)(1)(C)(ii). Pub. L. 111–325, § 301(e)(1)(D), (i), 
temporarily substituted ‘‘reported’’ for ‘‘designated’’ in 
introductory provisions. See Effective and Termination 
Dates of 2010 Amendment note below. 

Subsec. (b)(2) to (5). Pub. L. 111–325, § 301(e)(2), redes-
ignated pars. (3) to (5) as (2) to (4), respectively, and 
struck out former par. (2). Prior to amendment, text 
read as follows: ‘‘The amount of any distribution by a 
regulated investment company which may be taken 
into account as qualified dividend income for purposes 
of section 1(h)(11) and as dividends for purposes of the 
deduction under section 243 shall not exceed the 
amount so designated by the company in a written no-
tice to its shareholders mailed not later than 60 days 
after the close of its taxable year.’’ 

2004—Subsec. (b)(1)(B)(i). Pub. L. 108–311, 
§ 402(a)(5)(A)(ii), reenacted heading without change and 
amended text generally. Prior to amendment, text read 
as follows: ‘‘If the aggregate dividends received by a 
regulated investment company during any taxable year 
are less than 95 percent of its gross income, then, in 
computing the maximum rate under section 1(h)(11), 
rules similar to the rules of subparagraph (A) shall 
apply.’’ 

Subsec. (b)(1)(B)(iii), (iv). Pub. L. 108–311, 
§ 402(a)(5)(A)(i), struck out cls. (iii) and (iv) which relat-
ed to dividends from real estate investment trusts and 
dividends from qualified foreign corporations, respec-
tively. 

Subsec. (b)(1)(C). Pub. L. 108–311, § 402(a)(5)(B), amend-
ed heading and text of subpar. (C) generally. Prior to 
amendment, text read as follows: ‘‘The aggregate 
amount which may be designated as dividends under 
subparagraph (A) or (B) shall not exceed the aggregate 
dividends received by the company for the taxable 
year.’’ 

Subsec. (b)(2). Pub. L. 108–311, § 402(a)(5)(C), sub-
stituted ‘‘as qualified dividend income for purposes of 
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section 1(h)(11) and as dividends for purposes of’’ for ‘‘as 
a dividend for purposes of the maximum rate under sec-
tion 1(h)(11) and’’. 

Subsec. (b)(5). Pub. L. 108–311, § 402(a)(5)(D), amended 
heading and text of par. (5) generally. Prior to amend-
ment, text read as follows: ‘‘For purposes of paragraph 
(1)(B), an amount shall be treated as a dividend only if 
the amount is qualified dividend income (within the 
meaning of section 1(h)(11)(B)).’’ 

2003—Subsec. (a). Pub. L. 108–27, §§ 302(c)(1), 303, tem-
porarily inserted ‘‘section 1(h)(11) (relating to maxi-
mum rate of tax on dividends) and’’ after ‘‘For purposes 
of’’. See Effective and Termination Dates of 2003 
Amendment note below. 

Subsec. (b)(1)(B). Pub. L. 108–27, §§ 302(c)(2), 303, tem-
porarily added subpar. (B). Former subpar. (B) redesig-
nated (C). See Effective and Termination Dates of 2003 
Amendment note below. 

Subsec. (b)(1)(C). Pub. L. 108–27, §§ 302(c)(2), (3), 303, 
temporarily redesignated subpar. (B) as (C) and sub-
stituted ‘‘subparagraph (A) or (B)’’ for ‘‘subparagraph 
(A)’’. See Effective and Termination Dates of 2003 
Amendment note below. 

Subsec. (b)(2). Pub. L. 108–27, §§ 302(c)(4), 303, tempo-
rarily inserted ‘‘the maximum rate under section 
1(h)(11) and’’ after ‘‘for purposes of’’. See Effective and 
Termination Dates of 2003 Amendment note below. 

Subsec. (b)(5). Pub. L. 108–27, §§ 302(c)(5), 303, tempo-
rarily added par. (5). See Effective and Termination 
Dates of 2003 Amendment note below. 

1988—Subsec. (b)(3). Pub. L. 100–647 substituted ‘‘Ag-
gregate dividends’’ for ‘‘Definitions’’ in heading and 
amended text generally, substituting subpars. (A) to (C) 
for former subpars. (A) and (B). 

1987—Subsec. (b)(1)(A). Pub. L. 100–203 inserted ‘‘and 
such dividend shall be treated as received from a cor-
poration which is not a 20-percent owned corporation’’ 
before period at end. 

1986—Subsec. (a). Pub. L. 99–514, § 612(b)(6)(A), which 
directed that ‘‘section 116 (relating to an exclusion for 
dividends received by individuals), and’’ be struck out, 
was executed by striking out ‘‘section 116 (relating to 
an exclusion for dividends received by individuals) and’’ 
before ‘‘section 243’’ as the probable intent of Congress. 

Subsec. (b)(1)(B), (C). Pub. L. 99–514, § 612(b)(6)(B)(i), 
(ii), redesignated subpar. (C) as (B), struck out ‘‘or (B)’’ 
before ‘‘shall not exceed’’, and struck out former sub-
par. (B), exclusion under section 116, which read as fol-
lows: ‘‘If the aggregate dividends received by a regu-
lated investment company during any taxable year are 
less than 95 percent of its gross income, then, in com-
puting the exclusion under section 116, rules similar to 
the rules of subparagraph (A) shall apply.’’ 

Subsec. (b)(2). Pub. L. 99–514, § 655(a)(4), substituted 
‘‘60 days’’ for ‘‘45 days’’. 

Pub. L. 99–514, § 612(b)(6)(B)(iii), struck out ‘‘the ex-
clusion under section 116 and’’ before ‘‘the deduction 
under section 243’’. 

Subsec. (b)(3)(B). Pub. L. 99–514, § 612(b)(6)(B)(iv), 
amended subpar. (B) generally. Prior to amendment, 
subpar. (B) read as follows: ‘‘The term ‘aggregate divi-
dends received’ includes only dividends received from 
domestic corporations other than dividends described 
in section 116(b) (relating to dividends excluded from 
gross income). In determining the amount of any divi-
dend for purposes of this subparagraph, the rules pro-
vided in section 116(c) (relating to certain distribu-
tions) shall apply.’’ 

1984—Subsec. (b). Pub. L. 98–369, § 16(a), repealed 
amendments made by Pub. L. 97–34, § 302(c). See 1981 
Amendment note below. 

Subsec. (b)(1). Pub. L. 98–369, § 52(a), increased the re-
quired amount of dividends by substituting provisions 
directing that in any case in which (i) a dividend is re-
ceived from a regulated investment company (other 
than a dividend to which subsection (a) applies), and 
(ii) such investment company meets the requirements 
of section 852(a) for the taxable year during which it 
paid such dividend, then, in computing any deduction 
under section 243, there shall be taken into account 

only that portion of such dividend thus designated by 
the regulated investment company, that if the aggre-
gate dividends received by a regulated investment com-
pany during any taxable year are less than 95 percent 
of its gross income, then, in computing the exclusion 
under section 116, similar rules applied, and that the 
aggregate amount which may be designated thus divi-
dends shall not exceed the aggregate dividends received 
by the company for the taxable year for provisions 
which had directed that in the case of a dividend re-
ceived from a regulated investment company (other 
than a dividend to which subsection (a) applied) (A) if 
such investment company met the requirements of sec-
tion 852(a) for the taxable year during which it paid 
such dividend; and (B) the aggregate dividends received 
by such company during such taxable year were less 
than 75 percent of its gross income, then, in computing 
the exclusion under section 116 and the deduction under 
section 243, there was taken into account only that por-
tion of the dividend which bore the same ratio to the 
amount of such dividend as the aggregate dividends re-
ceived by such company during such taxable year to its 
gross income for such taxable year. 

Subsec. (b)(3)(A). Pub. L. 98–369, § 52(c), substituted 
provisions directing that in the case of 1 or more sales 
or other dispositions of stock and securities, the term 
‘‘gross income’’ include only the excess of (i) the net 
short-term capital gain from such sales or dispositions, 
over (ii) the net long-term capital loss from such sales 
or dispositions for provisions which had directed that 
the term ‘‘gross income’’ not include gain from the sale 
or other disposition of stock or securities. 

Subsec. (b)(4). Pub. L. 98–369, § 52(b), added par. (4). 
1981—Subsec. (b). Pub. L. 97–34, § 302(c)(4), (d)(1), pro-

vided for general amendment of subsec. (b) so as to in-
clude provisions relating to taxable interest described 
in section 128 of this title, applicable to taxable years 
beginning after Dec. 31, 1984. Section 16(a) of Pub. L. 
98–369, repealed section 302(c) of Pub. L. 97–34, and pro-
vided that this title shall be applied and administered 
as if section 302(c), and the amendments made by sec-
tion 302(c), had not been enacted. 

1980—Subsec. (b). Pub. L. 96–223, § 404(b)(6), tempo-
rarily substituted ‘‘Other dividends and taxable inter-
est’’ for ‘‘Other dividends’’ in heading, substituted ‘‘De-
duction under section 243’’ for ‘‘General rule’’ in head-
ing for par. (1), struck out ‘‘the exclusion under section 
116 and’’ after ‘‘in computing’’ in text of par. (1) follow-
ing subpar. (B), added par. (2), redesignated former 
pars. (2) and (3) as (3) and (4), respectively, and, in par. 
(4) as so redesignated, substituted ‘‘116(b)(2)’’ for 
‘‘116(b)’’ and ‘‘116(c)(2)’’ for ‘‘116(c)’’ in subpar. (B) and 
added subpar. (C). 

1964—Subsec. (a). Pub. L. 88–272, § 201(d)(8), struck out 
‘‘section 34(a) (relating to credit for dividends received 
by individuals),’’ before ‘‘section 116’’ and the comma 
before ‘‘and’’. 

Subsec. (b). Pub. L. 88–272, §§ 201(d)(9), (10), 229(a)(4), 
substituted ‘‘45 days’’ for ‘‘30 days’’ in par. (2), and 
struck out ‘‘the credit under section 34(a),’’ before ‘‘the 
exclusion’’ in par. (1), and ‘‘the credit under section 
34,’’ before ‘‘the exclusion’’ in par. (2). 

EFFECTIVE AND TERMINATION DATES OF 2010 
AMENDMENT 

Amendment by Pub. L. 111–325 applicable to taxable 
years beginning after Dec. 22, 2010, see section 301(h) of 
Pub. L. 111–325, set out as an Effective Date of 2010 
Amendment note under section 852 of this title. 

Pub. L. 111–325, title III, § 301(i), Dec. 22, 2010, 124 Stat. 
3547, provided that: ‘‘Section 303 of the Jobs and 
Growth Tax Relief Reconciliation Act of 2003 [Pub. L. 
108–27, set out as an Effective and Termination Dates of 
2003 Amendment note under section 1 of this title] shall 
apply to the amendments made by subparagraphs (B) 
and (D) of subsection (e)(1) [amending this section] to 
the same extent and in the same manner as section 303 
of such Act applies to the amendments made by section 
302 of such Act [amending this section and sections 1, 
163, 301, 306, 338, 467, 531, 541, 584, 702, 857, 1255, and 1257 
of this title and repealing section 341 of this title].’’ 
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EFFECTIVE DATE OF 2004 AMENDMENT 

Amendment by Pub. L. 108–311 effective as if included 
in section 302 of the Jobs and Growth Tax Relief Rec-
onciliation Act of 2003, Pub. L. 108–27, see section 402(b) 
of Pub. L. 108–311, set out a note under section 1 of this 
title. 

EFFECTIVE AND TERMINATION DATES OF 2003 
AMENDMENT 

Amendment by Pub. L. 108–27 applicable, except as 
otherwise provided, to taxable years beginning after 
Dec. 31, 2002, see section 302(f) of Pub. L. 108–27, set out 
as a note under section 1 of this title. 

Amendment by Pub. L. 108–27 inapplicable to taxable 
years beginning after Dec. 31, 2012, and the Internal 
Revenue Code of 1986 to be applied and administered to 
such years as if such amendment had never been en-
acted, see section 303 of Pub. L. 108–27, as amended, set 
out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–647 effective, except as 
otherwise provided, as if included in the provision of 
the Tax Reform Act of 1986, Pub. L. 99–514, to which 
such amendment relates, see section 1019(a) of Pub. L. 
100–647, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1987 AMENDMENT 

Amendment by Pub. L. 100–203 applicable to dividends 
received or accrued after Dec. 31, 1987, in taxable years 
ending after such date, see section 10221(e)(1) of Pub. L. 
100–203, set out as a note under section 243 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by section 612(b)(6) of Pub. L. 99–514 ap-
plicable to taxable years beginning after Dec. 31, 1986, 
see section 612(c) of Pub. L. 99–514, set out as a note 
under section 301 of this title. 

Amendment by section 655(a)(4) of Pub. L. 99–514 ap-
plicable to taxable years beginning after Oct. 22, 1986, 
see section 655(b) of Pub. L. 99–514, set out as a note 
under section 852 of this title. 

EFFECTIVE DATE OF 1984 AMENDMENT 

Amendment by section 16(a) of Pub. L. 98–369 applica-
ble to taxable years ending after Dec. 31, 1983, see sec-
tion 18(a) of Pub. L. 98–369, set out as a note under sec-
tion 48 of this title. 

Section 52(d) of Pub. L. 98–369 provided that: ‘‘The 
amendments made by this section [amending this sec-
tion] shall apply to taxable years of regulated invest-
ment companies beginning after the date of the enact-
ment of this Act [July 18, 1984].’’ 

EFFECTIVE AND TERMINATION DATES OF 1980 
AMENDMENT 

Amendment by Pub. L. 96–223 applicable with respect 
to taxable years beginning after Dec. 31, 1980, and be-
fore Jan. 1, 1982, see section 404(c) of Pub. L. 96–223, set 
out as a note under section 265 of this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Amendment by section 201(d)(8)–(10) of Pub. L. 88–272 
applicable to dividends received after Dec. 31, 1964, in 
taxable years ending after such date, see section 201(e) 
of Pub. L. 88–272, set out as a note under section 22 of 
this title. 

Amendment by section 229(a)(4) of Pub. L. 88–272 ap-
plicable to taxable years of regulated investment com-
panies ending on or after Feb. 26, 1964, see section 229(c) 
of Pub. L. 88–272, set out as a note under section 852 of 
this title. 

QUALIFIED DIVIDEND NOTICE PERIOD 

Pub. L. 108–311, title IV, § 402(a)(5)(F), Oct. 4, 2004, 118 
Stat. 1185, provided that: ‘‘With respect to any taxable 
year of a regulated investment company or real estate 

investment trust ending on or before November 30, 2003, 
the period for providing notice of the qualified dividend 
amount to shareholders under [former, as to 854(b)(2)] 
sections 854(b)(2) and 857(c)(2)(C) of the Internal Reve-
nue Code of 1986, as amended by this section, shall not 
expire before the date on which the statement under 
section 6042(c) of such Code is required to be furnished 
with respect to the last calendar year beginning in such 
taxable year.’’ 

§ 855. Dividends paid by regulated investment 
company after close of taxable year 

(a) General rule 

For purposes of this chapter, if a regulated in-
vestment company— 

(1) declares a dividend before the later of— 
(A) the 15th day of the 9th month following 

the close of the taxable year, or 
(B) in the case of an extension of time for 

filing the company’s return for the taxable 
year, the due date for filing such return tak-
ing into account such extension, and 

(2) distributes the amount of such dividend 
to shareholders in the 12-month period follow-
ing the close of such taxable year and not 
later than the date of the first dividend pay-
ment of the same type of dividend made after 
such declaration, 

the amount so declared and distributed shall, to 
the extent the company elects in such return in 
accordance with regulations prescribed by the 
Secretary, be considered as having been paid 
during such taxable year, except as provided in 
subsections (b) and (c). For purposes of para-
graph (2), a dividend attributable to any short- 
term capital gain with respect to which a notice 
is required under the Investment Company Act 
of 1940 shall be treated as the same type of divi-
dend as a capital gain dividend. 

(b) Receipt by shareholder 

Except as provided in section 852(b)(7), 
amounts to which subsection (a) is applicable 
shall be treated as received by the shareholder 
in the taxable year in which the distribution is 
made. 

(c) Foreign tax election 

If an investment company to which section 853 
is applicable for the taxable year makes a dis-
tribution as provided in subsection (a) of this 
section, the shareholders shall consider the 
amounts described in section 853(b)(2) allocable 
to such distribution as paid or received, as the 
case may be, in the taxable year in which the 
distribution is made. 

(Aug. 16, 1954, ch. 736, 68A Stat. 274; Pub. L. 
86–779, § 10(b)(2), Sept. 14, 1960, 74 Stat. 1009; Pub. 
L. 88–272, title II, § 229(a)(5), Feb. 26, 1964, 78 Stat. 
99; Pub. L. 94–455, title XIX, § 1906(b)(13)(A), Oct. 
4, 1976, 90 Stat. 1834; Pub. L. 99–514, title VI, 
§§ 651(b)(1)(B), 655(a)(5), Oct. 22, 1986, 100 Stat. 
2296, 2299; Pub. L. 100–647, title I, § 1006(l)(1)(B), 
Nov. 10, 1988, 102 Stat. 3413; Pub. L. 111–325, title 
III, §§ 301(g), 304(a)–(c), Dec. 22, 2010, 124 Stat. 
3547–3549.) 

REFERENCES IN TEXT 

The Investment Company Act of 1940, referred to in 
subsec. (a), is title I of act Aug. 22, 1940, ch. 686, 54 Stat. 
789, which is classified generally to subchapter I (§ 80a–1 
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et seq.) of chapter 2D of Title 15, Commerce and Trade. 
For complete classification of this Act to the Code, see 
section 80a–51 of Title 15 and Tables. 

AMENDMENTS 

2010—Subsec. (a). Pub. L. 111–325, § 304(c), in conclud-
ing provisions, inserted at end ‘‘For purposes of para-
graph (2), a dividend attributable to any short-term 
capital gain with respect to which a notice is required 
under the Investment Company Act of 1940 shall be 
treated as the same type of dividend as a capital gain 
dividend.’’ 

Pub. L. 111–325, § 301(g)(2), substituted ‘‘and (c)’’ for 
‘‘, (c) and (d)’’ in concluding provisions. 

Subsec. (a)(1). Pub. L. 111–325, § 304(a), amended par. 
(1) generally. Prior to amendment, par. (1) read as fol-
lows: ‘‘declares a dividend prior to the time prescribed 
by law for the filing of its return for a taxable year (in-
cluding the period of any extension of time granted for 
filing such return), and’’. 

Subsec. (a)(2). Pub. L. 111–325, § 304(b), substituted 
‘‘the first dividend payment of the same type of divi-
dend’’ for ‘‘the first regular dividend payment’’. 

Subsecs. (c), (d). Pub. L. 111–325, § 301(g)(1), redesig-
nated subsec. (d) as (c) and struck out former subsec. 
(c). Text of former subsec. (c) read as follows: ‘‘In the 
case of amounts to which subsection (a) is applicable, 
any notice to shareholders required under this part 
with respect to such amounts shall be made not later 
than 60 days after the close of the taxable year in 
which the distribution is made.’’ 

1988—Subsec. (b). Pub. L. 100–647 substituted ‘‘section 
852(b)(7)’’ for ‘‘section 852(b)(6)’’. 

1986—Subsec. (b). Pub. L. 99–514, § 651(b)(1)(B), sub-
stituted ‘‘Except as provided in section 852(b)(6), 
amounts’’ for ‘‘Amounts’’. 

Subsec. (c). Pub. L. 99–514, § 655(a)(5), substituted ‘‘60 
days’’ for ‘‘45 days’’. 

1976—Subsec. (a). Pub. L. 94–455 struck out ‘‘or his 
delegate’’ after ‘‘Secretary’’. 

1964—Subsec. (c). Pub. L. 88–272 substituted ‘‘45 days’’ 
for ‘‘30 days’’. 

1960—Subsec. (c). Pub. L. 86–779 substituted ‘‘this 
part’’ for ‘‘this subchapter’’. 

EFFECTIVE DATE OF 2010 AMENDMENT 

Amendment by section 301(g) of Pub. L. 111–325 appli-
cable to taxable years beginning after Dec. 22, 2010, see 
section 301(h) of Pub. L. 111–325, set out as a note under 
section 852 of this title. 

Pub. L. 111–325, title III, § 304(d), Dec. 22, 2010, 124 
Stat. 3549, provided that: ‘‘The amendments made by 
this section [amending this section] shall apply to dis-
tributions in taxable years beginning after the date of 
the enactment of this Act [Dec. 22, 2010].’’ 

EFFECTIVE DATE OF 1988 AMENDMENT 

Amendment by Pub. L. 100–647 effective, except as 
otherwise provided, as if included in the provision of 
the Tax Reform Act of 1986, Pub. L. 99–514, to which 
such amendment relates, see section 1019(a) of Pub. L. 
100–647, set out as a note under section 1 of this title. 

EFFECTIVE DATE OF 1986 AMENDMENT 

Amendment by section 651(b)(1)(B) of Pub. L. 99–514 
applicable to calendar years beginning after Dec. 31, 
1986, see section 651(d) of Pub. L. 99–514, set out as an 
Effective Date note under section 4982 of this title. 

Amendment by section 655(a)(5) of Pub. L. 99–514 ap-
plicable to taxable years beginning after Oct. 22, 1986, 
see section 655(b) of Pub. L. 99–514, set out as a note 
under section 852 of this title. 

EFFECTIVE DATE OF 1964 AMENDMENT 

Amendment by Pub. L. 88–272 applicable to taxable 
years of regulated investment companies ending on or 
after Feb. 26, 1964, see section 229(c) of Pub. L. 88–272, 
set out as a note under section 852 of this title. 

EFFECTIVE DATE OF 1960 AMENDMENT 

Amendment by Pub. L. 86–779 applicable with respect 
to taxable years of real estate investment trusts begin-

ning after Dec. 31, 1960, see section 10(k) of Pub. L. 
86–779, set out as an Effective Date note under section 
856 of this title. 

PART II—REAL ESTATE INVESTMENT 
TRUSTS 

Sec. 

856. Definition of real estate investment trust. 
857. Taxation of real estate investment trusts and 

their beneficiaries. 
858. Dividends paid by real estate investment 

trust after close of taxable year. 
859. Adoption of annual accounting period. 

AMENDMENTS 

1978—Pub. L. 95–600, title III, § 362(d)(7), Nov. 6, 1978, 92 
Stat. 2852, substituted in item 859 ‘‘Adoption of annual 
accounting period’’ for ‘‘Deduction of deficiency divi-
dends’’ and struck out item 860 ‘‘Adoption of annual ac-
counting period’’. 

1976—Pub. L. 94–455, title XVI, §§ 1601(a)(2), 1604(i)(2), 
Oct. 4, 1976, 90 Stat. 1745, 1752, added items 859 and 860. 

1960—Pub. L. 86–779, § 10(a), Sept. 14, 1960, 74 Stat. 1003, 
added part II analysis. 

§ 856. Definition of real estate investment trust 

(a) In general 

For purposes of this title, the term ‘‘real es-
tate investment trust’’ means a corporation, 
trust, or association— 

(1) which is managed by one or more trustees 
or directors; 

(2) the beneficial ownership of which is evi-
denced by transferable shares, or by transfer-
able certificates of beneficial interest; 

(3) which (but for the provisions of this part) 
would be taxable as a domestic corporation; 

(4) which is neither (A) a financial institu-
tion referred to in section 582(c)(2), nor (B) an 
insurance company to which subchapter L ap-
plies; 

(5) the beneficial ownership of which is held 
by 100 or more persons; 

(6) subject to the provisions of subsection 
(k), which is not closely held (as determined 
under subsection (h)); and 

(7) which meets the requirements of sub-
section (c). 

(b) Determination of status 

The conditions described in paragraphs (1) to 
(4), inclusive, of subsection (a) must be met dur-
ing the entire taxable year, and the condition 
described in paragraph (5) must exist during at 
least 335 days of a taxable year of 12 months, or 
during a proportionate part of a taxable year of 
less than 12 months. 

(c) Limitations 

A corporation, trust, or association shall not 
be considered a real estate investment trust for 
any taxable year unless— 

(1) it files with its return for the taxable 
year an election to be a real estate investment 
trust or has made such election for a previous 
taxable year, and such election has not been 
terminated or revoked under subsection (g); 

(2) at least 95 percent (90 percent for taxable 
years beginning before January 1, 1980) of its 
gross income (excluding gross income from 
prohibited transactions) is derived from— 

(A) dividends; 
(B) interest; 
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