
Page 2337 TITLE 26—INTERNAL REVENUE CODE § 1235

ed by section 105(e) of Pub. L. 97–448, see section 102(f), 
(g) of Pub. L. 98–369, set out as a note under section 1256 
of this title. 

EFFECTIVE DATE OF 1983 AMENDMENT 

Amendment by Pub. L. 97–448 effective, except as oth-
erwise provided, as if it had been included in the provi-
sion of the Economic Recovery Tax Act of 1981, Pub. L. 
97–34, to which such amendment relates, see section 109 
of Pub. L. 97–448, set out as a note under section 1 of 
this title. 

EFFECTIVE DATE 

Section applicable to property acquired and positions 
established by the taxpayer after June 23, 1981, in tax-
able years ending after such date, and applicable when 
so elected with respect to property held on June 23, 
1981, see section 508 of Pub. L. 97–34, set out as a note 
under section 1092 of this title. 

§ 1234B. Gains or losses from securities futures 
contracts 

(a) Treatment of gain or loss 

(1) In general 

Gain or loss attributable to the sale, ex-
change, or termination of a securities futures 
contract shall be considered gain or loss from 
the sale or exchange of property which has the 
same character as the property to which the 
contract relates has in the hands of the tax-
payer (or would have in the hands of the tax-
payer if acquired by the taxpayer). 

(2) Nonapplication of subsection 

This subsection shall not apply to—
(A) a contract which constitutes property 

described in paragraph (1) or (7) of section 
1221(a), and 

(B) any income derived in connection with 
a contract which, without regard to this sub-
section, is treated as other than gain from 
the sale or exchange of a capital asset. 

(b) Short-term gains and losses 

Except as provided in the regulations under 
section 1092(b) or this section, or in section 1233, 
if gain or loss on the sale, exchange, or termi-
nation of a securities futures contract to sell 
property is considered as gain or loss from the 
sale or exchange of a capital asset, such gain or 
loss shall be treated as short-term capital gain 
or loss. 

(c) Securities futures contract 

For purposes of this section, the term ‘‘securi-
ties futures contract’’ means any security future 
(as defined in section 3(a)(55)(A) of the Securi-
ties Exchange Act of 1934, as in effect on the 
date of the enactment of this section). The Sec-
retary may prescribe regulations regarding the 
status of contracts the values of which are de-
termined directly or indirectly by reference to 
any index which becomes (or ceases to be) a nar-
row-based security index (as defined for purposes 
of section 1256(g)(6)). 

(d) Contracts not treated as commodity futures 
contracts 

For purposes of this title, a securities futures 
contract shall not be treated as a commodity fu-
tures contract. 

(e) Regulations 

The Secretary shall prescribe such regulations 
as may be appropriate to provide for the proper 

treatment of securities futures contracts under 
this title. 

(f) Cross reference 

For special rules relating to dealer securities fu-
tures contracts, see section 1256. 

(Added Pub. L. 106–554, § 1(a)(7) [title IV, § 401(a)], 
Dec. 21, 2000, 114 Stat. 2763, 2763A–648; amended 
Pub. L. 107–147, title IV, § 412(d)(1)(B), (3)(B), 
Mar. 9, 2002, 116 Stat. 53, 54; Pub. L. 108–311, title 
IV, § 405(a)(1), Oct. 4, 2004, 118 Stat. 1188.)

Editorial Notes 

REFERENCES IN TEXT 

Section 3(a)(55)(A) of the Securities Exchange Act of 
1934, referred to in subsec. (c), is classified to section 
78c(a)(55)(A) of Title 15, Commerce and Trade. 

The date of the enactment of this section, referred to 
in subsec. (c), is the date of enactment of Pub. L. 
106–554, which was approved Dec. 21, 2000. 

CODIFICATION 

Pub. L. 106–554, § 1(a)(7) [title IV, § 401(a)], which di-
rected amendment of subpart IV of subchapter P of 
chapter 1 by adding this section after section 1234A, 
was executed by adding this section after 1234A of this 
part which is part IV of subchapter P of chapter 1, to 
reflect the probable intent of Congress. 

AMENDMENTS 

2004—Subsec. (c). Pub. L. 108–311 inserted at end ‘‘The 
Secretary may prescribe regulations regarding the sta-
tus of contracts the values of which are determined di-
rectly or indirectly by reference to any index which be-
comes (or ceases to be) a narrow-based security index 
(as defined for purposes of section 1256(g)(6)).’’

2002—Subsec. (a)(1). Pub. L. 107–147, § 412(d)(1)(B)(i), 
substituted ‘‘sale, exchange, or termination of a securi-
ties futures contract’’ for ‘‘sale or exchange of a securi-
ties futures contract’’. 

Subsec. (b). Pub. L. 107–147, § 412(d)(1)(B)(i), (3)(B), in-
serted ‘‘or in section 1233,’’ after ‘‘or this section,’’ and 
substituted ‘‘sale, exchange, or termination of a securi-
ties futures contract’’ for ‘‘sale or exchange of a securi-
ties futures contract’’. 

Subsec. (f). Pub. L. 107–147, § 412(d)(1)(B)(ii), added 
subsec. (f).

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2004 AMENDMENT 

Pub. L. 108–311, title IV, § 405(b), Oct. 4, 2004, 118 Stat. 
1189, provided that: ‘‘The amendments made by sub-
section (a) [amending this section and section 1256 of 
this title] shall take effect as if included in section 401 
of the Community Renewal Tax Relief Act of 2000 [H.R. 
5662, as enacted by section 1(a)(7) of Pub. L. 106–554, 
Dec. 21, 2000, 114 Stat. 2763, 2763A–587].’’

EFFECTIVE DATE OF 2002 AMENDMENT 

Amendment by Pub. L. 107–147 effective as if included 
in the provisions of the Community Renewal Tax Relief 
Act of 2000 [H.R. 5662, as enacted by Pub. L. 106–554], to 
which such amendment relates, see section 412(e) of 
Pub. L. 107–147, set out as a note under section 151 of 
this title. 

§ 1235. Sale or exchange of patents 

(a) General 

A transfer (other than by gift, inheritance, or 
devise) of property consisting of all substantial 
rights to a patent, or an undivided interest 
therein which includes a part of all such rights, 
by any holder shall be considered the sale or ex-
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