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chapter 54

Subpart A—Tax on Greenmaiil

§156.5881-1 Imposition of excise tax
on greenmail.

(a) In general. Section 5881 of the
Code imposes a tax equal to 50 percent
of the gain or other income realized by
any person on the receipt of greenmail,
whether or not the gain or other in-
come is recognized.

(b) Tranmsactions occurring on or after
March 31, 1988. For transactions occur-
ring on or after March 31, 1988,
greenmail is defined as any consider-
ation transferred by a corporation (or
any person acting in concert with the
corporation) to directly or indirectly
acquire stock of the corporation from
any shareholder if:

(1) The transferring shareholder has
held the stock (as determined under
section 1223) for less than two years be-
fore entering into the agreement to
transfer the stock,

(2) The shareholder, any person act-
ing in concert with the shareholder, or
any person related to the shareholder
or to a person acting in concert with
the shareholder made or threatened to
make a public tender offer for stock of
the corporation at some time during
the two-year period ending on the date
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of the acquisition of the stock by the
corporation, and

(3) The acquisition is pursuant to an
offer that was not made on the same
terms to all shareholders.

(¢c) Transactions occurring before March
31, 1988. For transactions occurring be-
fore March 31, 1988, greenmail has the
same meaning as in paragraph (b) of
this section, except that it does not in-
clude any consideration transferred by
any person acting in concert with the
corporation described in that para-
graph.

(d) Effective date. Generally, section
5881 of the Code applies to consider-
ation received after December 22, 1987,
in taxable years ending after that date.
However, section 5881 does not apply to
any acquisition of stock pursuant to a
written binding contract in effect on
December 15, 1987, and at all times
thereafter before the acquisition.

Subpart B—Procedure and
Administration

§156.6001-1 Notice or regulations re-
quiring records, statements, and
special returns.

(a) In general. Any person subject to
tax under chapter 54 (Greenmail) of the
Code shall keep such complete and de-
tailed records as are sufficient to en-
able the district director to determine
accurately the amount of liability
under chapter 54.

(b) Notice by district director requiring
returns, statements, or the keeping of
records. The district director may re-
quire any person, by notice served upon
him, to make such returns, render such
statements, or keep such specific
records as will enable the district di-
rector to determine whether or not the
person is liable for tax under chapter 54
of the Code.

(c) Retention of records. The records
required by this section shall be kept
at all times available for inspection by
authorized internal revenue officers or
employees, and shall be retained so
long as the contents thereof may be-
come material in the administration of
any internal revenue law.

[T.D. 8379, 56 FR 65685, Dec. 18, 1991; 57 FR
5931, Feb. 18, 1992]
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