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§ 105-131.6(a) Subject to the provisions of subsection (c) of this section, a distribution made by 
an S Corporation with respect to its stock to a resident shareholder is taxable to 
the shareholder as provided in Parts 2 and 3 of this Article to the extent that the 
distribution is characterized as a dividend or as gain from the sale or exchange of 
property pursuant to section 1368 of the Code.

§ 105-131.6(b) Subject to the provisions of subsection (c) of this section, any distribution of money 
made by a corporation with respect to its stock to a resident shareholder during a 
post-termination transition period is not taxable to the shareholder as provided in 
Parts 2 and 3 of this Article to the extent the distribution is applied against and reduces 
the adjusted basis of the stock of the shareholder in accordance with section 1371(e) 
of the Code.

§ 105-131.6(c) In applying sections 1368 and 1371(e) of the Code to any distribution referred to in this 
section:

(1) The term "adjusted basis of the stock" means the adjusted basis of the 
shareholder's stock as determined under G.S. 105-131.3.

(2) The accumulated adjustments account maintained for each resident 
shareholder must be equal to, and adjusted in the same manner as, the 
corporation's accumulated adjustments account def�ined in section 1368(e)(1)(A) 
of the Code, except that:

a.	The accumulated adjustments account shall be modif�ied in the manner provided in 
G.S. 105-131.3(b)(1).
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b.	The amount of the corporation's federal accumulated adjustments account that 
existed on the day this State began to measure the S Corporation shareholders' income 
by reference to the income of the S Corporation is ignored and is treated for purposes 
of this Article as additional accumulated earnings and prof�its of the corporation. (1987 
(Reg. Sess., 1988), c. 1089, s. 1; 1989, c. 728, ss. 1.33, 1.35; 1998-98, s. 6.)
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C O L O P H O N Provenance
This document reproduces the text of one section of the General Statutes of North Carolina 
from a source f�ile whose SHA-256 digest is printed on every page. The digest f�ixes the bytes 
this export was made from; if the State's f�ile changes, the digest will not match.

The text of the section is unaltered. Subsection designators have been moved from the run of 
text into the margin. The amendment history and the table of authorities are derived from the 
section by mechanical extraction — they add no characterization of the law.

This is not the of�f�icial text. The of�f�icial text is published by the General Assembly of North 
Carolina.

S E T  I N  S P E C T R A L  A N D  A R C H I V O
N O R T H  C A R O L I N A  L A W  —  S TAT U T E  E X P O R T ,  F O R M AT  V 1

U N O F F I C I A L  R E P R O D U C T I O N  —  O F F I C I A L  T E X T  I S  P U B L I S H E D  B Y  T H E  S TAT E SHA-256 1adbb431…e2aaed


