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This bill eliminates the tax avoidance possibility under present law
by providing that installment notes transferred in a liquidation of the
type described above are to be treated as ‘““disposed of”” for purposes of
the installment sale provision (sec. 453(d)). Accordingly, gain is to be
recognized to the distributing corporation, in the same manner as if it
had sold the notes. ‘ :

This provision is effective with respect to distributions made after
the date of enactment. : ‘

III. CHANGES IN EXISTING LAW MADE BY THE BILL: AS
' - . REPORTED ' ' ‘

In dompliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as
reported, are shown as follows (existing Iaw proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman): '

SECTIONS 334 AND 453 OF THE INTERNAL REVENUE CODE

OF 1954 |
SEC 334. BASIS OF PROPERTY RECEIVED IN LIQUIDATIONS.
¥ - * % Tk * : * ST

(b) LIQUIDATION OF SUBSIDIARY.— :

‘ (1) I~ cenEraL.—If property is received by a corporation in a
distribution in complete liquidation of another corporation (with-
in the meaning of section 332(b)), then, except as provided in
paragraph (2), the basis of the property in the hands of the dis-

_tributee shall be the same as it would be in the hands of the
transferor. If property is received by a corporation in a transfer
to which section 332(c) applies, and if paragraph (2) of this sub-
section does not apply, then the basis of the property in the hands
of the transferee shall be the same as it would be in the hands of
the transferor. ‘ ' o

. (2) Exceprion.—If property is received by a corporation in a
distribution in complete liquidation of another corporation
(within the meaning of section 332(b)), and if—

(A) the distribution is pursuant to a plan of liquidation
adopted—

(i) on or after June 22, 1954, and '

(i1) not more than 2 years after the date of the trans-
action described in subparagraph (B) (or, in the case of
a series of transactions, the date of the last such trans-
action); and '

(B) stock of the distributing corporation possessing at
least 80 percent of the total combined voting power of all
classes of stock entitled to vote, and at least 80 percent of
the total number of shares of all other classes of stock
(except nonvoting stock which is limited and preferred as to
dividends), was acquired by the distributee by purchase (as
defined in paragraph (3)) [during a period of not more than
12 months,] during a 12-month period beginning with the
earlier of—

(z) the date of the first acquisition by purchase of such
stock, or
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