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Forei gn Li qui dati ons and Reor gani zati ons

AGENCY: Internal Revenue Service (IRS), Treasury

ACTION:  Anendnent to notice of proposed rul emaki ng.

SUMVARY: This docunent renoves froman existing (1991) notice of
proposed rul emaki ng the special (August 26, 1991) effective date
rule for the definition of the all earnings and profits anount.
The I RS and the Treasury Departnent believe that issues regarding
the all earnings and profits anount should be studied; thus, when
final regulations under section 367(b) are issued with respect to
the all earnings and profits anount, such regulations will have a
prospective effective date. This nodification may affect
domestic corporations in connection with an acquisition of a
foreign corporation in a liquidation described in section 332 or

I n an asset acquisition described in section 368(a)(1)).

DATES: Witten coments nust be received by Septenber 17, 1998.
ADDRESSES: Send subm ssions to: CC DOM CORP: R ( REG 209035- 86),
Room 5228, Internal Revenue Service, POB 7604, Ben Franklin
Station, Washi ngton, DC 20044. |In the alternative, subm ssions
may be hand delivered between the hours of 8 aam and 5 p.m to:
CC. DOM CORP: R ( REG 209035-86), Courier’s Desk, Internal Revenue
Service, 1111 Constitution Ave. NW, Wshi ngton, DC.



FOR FURTHER | NFORMATI ON CONTACT: Philip L. Tretiak at (202) 622-
3860 (not a toll-free call).
SUPPLEMENTARY | NFORMATI ON:
Backgr ound
Section 367(b) was enacted in its current formby the Tax
Ref orm Act of 1976. On Decenber 27, 1977, proposed and tenporary
regulations §87.367(b)-1 through 7.367(b)-12 were adopted (TD
7530, 1978-1 C.B. 92). Prior to the issuance of a notice of
proposed rulemaking in 1991 (the 1991 proposed regulations),
discussed below, the regulations under section 367(b) were
amended on several occasions. The 1991 proposed regulations,
which were published in the Feder al Regi ster on August 26, 1991
(56 FR 41993), propose to completely revise the regulations under
section 367(b), as well as the rules under section 367(a) with
respect to certain transfers of stock or securities by U.S.
persons to foreign corporations.
Section 1.367(b)-6(a) of the proposed regulations provides
that the rules contained in the section 367(b) proposed
regulations will be effective for exchanges that occur on or
after the date that is 30 days after final regulations are
published. However, an exception to the general effective date
provides that 81.367(b)-2(d) (relating to the definition and
computation of the "all earnings and profits amount”) is
effective for exchanges that occur on or after August 26, 1991.
A package of final regulations, published elsewhere in this

iIssue of the Feder al Regi st er, contains final rules with respect
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to the section 367(a) portion of the 1991 proposed regul ati ons
(to the extent that such rules were not previously finalized) and
final rules with respect to the section 367(b) portion of the
1991 proposed regul ations, but generally only to the extent that
a particular transaction is subject to both sections 367(a) and
(b). The final regulations do not address the all earnings and
profits anount.

The IRS and the Treasury Departnment believe that issues
regarding the all earnings and profits anount should be studied
before final regulations are pronul gated. Moreover, the IRS and
the Treasury Departnent believe that the final regulations
concerning the all earnings and profits anount should not be
subject to a special effective date. Thus, this notice of
proposed rul emaki ng renoves fromthe 1991 proposed regul ati ons
the special (August 26, 1991) effective date rule for the
definition of the all earnings and profits anmount. When final
regul ati ons under section 367(b) are issued with respect to the
all earnings and profits anmount, such regulations wll have a
prospective effective date.

Speci al Anal ysi s

It has been determined that this notice of proposed
rul emaking is not a significant regulatory action as defined in
Executive Order 12866. Therefore, a regulatory assessnent is not
required. It has also been determi ned that this regul ati on does
not have a significant inpact on snmall entities because this

regul ati on, which only contains a limted effective date rule,
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I npacts only U S. corporations with investnents in foreign
corporations. Thus, the Regulatory Flexibility Act (5 U S.C
chapter 6) does not apply to these regul ations, and therefore, a
Regul atory Flexibility Analysis is not required. Pursuant to
section 7805(f) of the Internal Revenue Code, this notice of
proposed rul emaking will be submtted to the Chief Counsel for
Advocacy of the Small Business Adm nistration for coment on its
I npact on small busi ness.
Comment s

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments
(a signed original and eight (8) copies) that are submtted
timely to the Internal Revenue Service. Al coments will be
avai | abl e for public inspection and copying.
Drafting Information

The principal author of these proposed regulations is Philip
L. Tretiak of the Ofice of Associate Chief Counsel
(I'nternational), IRS. However, other personnel fromthe IRS and
the Treasury Departnent participated in their devel opnent.
Li st of Subjects in 26 CFR Part 1

I ncone tax, Reporting and recordkeeping requirenents.
Proposed Amendnents to the Regul ations

Accordingly, 26 CFR part 1 is proposed to be anended as
fol | ows:
PART 1--1NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues to



read in part as follows:

Authority: 26 U S.C. 7805. * * *
81.367(b)-6 [Amended]

Par. 2. Section 1.367(b)-6, as proposed to be added on
Monday, August 26, 1991 (56 FR 42015), is amended by renoving the

| ast sentence of paragraph (a).

M chael P. Dol an

Deputy Conm ssioner of Internal Revenue



