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Internal Revenue Code Section 1366(a)  
Pass-thru of items to shareholders.   
 

 

(a) Determination of shareholder's tax liability. 

 

   (1) In general.  In determining the tax under this chapter of a shareholder for the shareholder's 

taxable year in which the taxable year of the S corporation ends (or for the final taxable year of a 

shareholder who dies, or of a trust or estate which terminates, before the end of the corporation's 

taxable year), there shall be taken into account the shareholder's pro rata share of the 

corporation's 

 

      (A) items of income (including tax-exempt income), loss, deduction, or credit the separate 

treatment of which could affect the liability for tax of any shareholder, and 

 

      (B) nonseparately computed income or loss. 

   For purposes of the preceding sentence, the items referred to in subparagraph (A) shall include 

amounts described in paragraph (4) or (6) of section 702(a). 

 

   (2) Nonseparately computed income or loss defined.  For purposes of this subchapter, the term 

'nonseparately computed income or loss' means gross income minus the deductions allowed to 

the corporation under this chapter, determined by excluding all items described in paragraph 

(1)(A). 
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