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(1)30% of the excess of net ncome from foreclosure property over the tax on such
income:

(8)any excess noncash income (os determined under S857(6)) ™
5857 aN AN, ST KDL o v seicsn o e fomua

SES7(aN1). 5 Formulas usaced, $857(a)1): REIT Minimum Distributon
Requiremenc.

Real Estate Investment Trusts (REITs): §857(a)(1) Requirement

ummary: To qualy s a RET,a minmum ditibuton fequement must be met each avabe year

90%x
{netincome fiom
foresiosure property

Exces
noncash
income

Notes and sources:
a5 dafined n 5561, derarmines wihout agard 1 caial gains dividends.
SEST(aN1). Fr furter 4525500, 5o8 742 TM, ol Sote mvesment TS
*Rer casablencome s dacarmined wichout regrd o the deducton for
s e e 561 20 & exclusing sny st B S8 SESTANNA)
o

“SESTI@UINANi The ax imposed on suchincome i computed by mulcpling
thent income from fracisure roprty By 21% L2 the ighest rate of tax
spaciied inS11(b) SESTINANAL

“Deremined under SESTE)SBSTN1NE

o Souioad sisFormua useates, cick here.

Several poins concerning this requirement are noteworthy. First. the requirement s defined by
reference to the DPD; therefore, only distributions that quaifyfor that deduction will count in
mesting th distibution requirement ™ Second, for purposes of measuring the DPD and the
required distribution. capical gain dvidends and net capital gains are excuded ™ Fially,there
is Satutory refef for certain, but not 2l irems of noncash income ™

% 5561, 5562 S22 o ascussan 0 V. s, ragering Ssusans st
auaityforhe 0PD.

5 A REIT mayreai caical gin, and pay x on hem, o dsiouce apial
g3 dhidencs o % snarahoders Ses the dscusion nV.C.2. below
7% S th discussion o excess noncashincome n V..3. belon.
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~the lesser of two amouns:

~the aggregate of the nec operating losses arising n tax years beginring after
December 31,2017, carried forward 1o the tx year, or

~80% of the excess of (1) xable income (computed without regard to the net
operating oss deduction, the qualfied business income deducton, or the FDIl and
‘GILT! deducton). over (2) the aggregate amount of et operating losses arsing in
taxyears beginning before January 1. 2018, crried to the wxyear. ™

5 o 805 mitaion doss ok agpy 0 non i nsurance
companies. 172(001)

Net Operating Losses (NOLs): §172(a)(2) Post-2020 Deduction

‘Summan.The NOL sttt rescrbes e llwable NOL deducion o tarai yars begvingafe 202,

v

Notes and sources:
«Forurther discussion, see 539 TM . et Operoing Losss — Concepts and
computotions

e sggregae amoun:of NOLS arsingn wiabe yers beginning bsore
201, cared o such asabl year S172aK2AA)

©The ageragace amount 6T NOLS ariing n xatle yaarsbegining ater
201, cared o such asable year. S172NDABNN

“Tacabe ncoms compurad ithou regad o the deducions under 172,
51998, 300 5250 S1T2NABHIND

*Tne amouncderarmined under S1TZaI2NA) S72EN2XEN

Todomnloas i Formuialscaced, ickhere.

03 imittion appies. T, 2 calendiar year taxpayer, incurs 2 5100000 net Gperating

lossin Year 1.2 ax year beginning afer December 31, 2020, The Year 1 net operat
52 Garyoverto Year 2 and succesding tx years. ®® For Year 2, has taxble income of
580,000, computed without regard to th et operating loss dduction. Tne 80% imitaton
appies because 554,000 ($50.000 % 80% = $64.000) i ess than the net operating loss
carryover of $100.000. T taxable income for Year 21 516,000 (880,000 @xable income -
564,000 net operating oss deduction = $16,000) Tne remaining oss of $36,000 (5100.000
Year 1 netoperating loss

carried over to Year 3.5

- 564000 Vear 2 xable income = 536,000 remaining 1655)can be
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9 5358(a)2). Th IRS has suggested that & may disregard the $358 ules
for determiing basis when a capical contribution adficilly ncresses he
basis of a contralled carporation'sstock. Se FSA 199939014 (s corporate
parent contribuced cash it whally owned Subsicary, which then lent
contriouted money back o parent: the parentater sld the subsidiary and
ciaimed los; the National Ofice, ciing Gregory v.Helverig, 293 US. 465
(1535), avised that the parent vas ok entiied o th los because 1
suffered 70 real economic 1o on th seris of ransactons)

Summary. I cerain nonvecogniton ransactions, he basis of property permied o be receied wthout gain
orloss fecogniton s the same as hat o the proporty axchanged,subjectto adjustmans

Notes and sources:

# 5358(a)(1) is applicable o an exchange ©o which 5351, 5354, 5355, 5356
07 5361 appiies. The bass of other property (sxcept money) receved
equals its FAV. 5358(a)(2) . or further discussion, see 758 TM. . Tansers
o Controlld Corporations: In General.

® Except money. S358(aN1ANI)

© In general if the taxpayer's iabily s assumed by anotner party o the.
exchange 25 part of the taxpayer's consideration, the assumprion s
<reated 35 money received by the taxpayer. S358()1) . But see S3SE(ANZ)
(exception for liabity excluded under S357(c)3) .

4 Not including any portion of the gain which was treated as a dividend.
S358(a)(1B)

To downloag this Formula llustrated, click here.

following discussion analyzes 5358 by applying it to the following three situations
separately: (1) the transferor receives only qualifying property (ie., stock of the transferee
corporation) from the transferee corporation (discussed in VIL.B.2., below); (2)the
transferor receives money or other property (i, boot) from the transferee corporation in
‘addition to stock of the transferee corporation (discussed in VIL.B.3, below); and (3) the
transferor transfers more than one item of property to the transferee corporation in






 




 

