
Part IV. Items of General Interest
Notice of Proposed Rulemaking
and Notice of Public Hearing

Intangibles Under Sections 1060
and 338

REG–252665–96

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemak-
ing by cross-reference to temporary
regulations and notice of public hearing.

SUMMARY: In *** T.D. 8711, page 35,
the IRS amends the temporary regula-
tions under sections 1060 and 338(b) of
the Internal Revenue Code (Code) relat-
ing to purchase price allocations in
taxable asset acquisitions and deemed
asset purchases. The amendments revise
the treatment of intangible assets in such
acquisitions to take into account the
enactment of section 197 by the Omni-
bus Budget Reconciliation Act of 1993.
The regulations provide guidance to par-
ties to taxable asset acquisitions and to
deemed asset purchases resulting from
elections under section 338. The text of
those temporary regulations also serves
as the text of these proposed regulations.
This document also provides notice of a
public hearing on these proposed regula-
tions.

DATES: Written comments must be re-
ceived by April 16, 1997. Outlines of
topics to be discussed at the public
hearing scheduled for Thursday, May
22, 1997, at 10 a.m. must be received
by May 1, 1997.

ADDRESSES: Send submissions to:
CC:DOM:CORP:R (REG 252665–96),
room 5228, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044. In the alternative,
submissions may be hand delivered be-
tween the hours of 8 a.m. and 5 p.m. to:
CC:DOM:CORP:R (REG 252665–96),
Courier’s Desk, Internal Revenue Ser-
vice, 1111 Constitution Avenue NW,
Washington, DC. Taxpayers may also
submit comments electronically via the
internet by selecting the ‘‘Tax Regs’’
option on the IRS Home Page, or by
submitting comments directly to the IRS
internet site at http://www.irs.ustreas.
gov/prod/tax_regs/comments.html. The
public hearing will be held in the Com-
missioner’s Conference Room, room
3313, Internal Revenue Building, 1111
Constitution Avenue NW, Washington,
DC.

FOR FURTHER INFORMATION CON-
TACT: Concerning the regulations,
Brendan O’Hara at (202) 622–7530;
concerning submissions and the hearing,
Michael Slaughter, (202) 622–7180 (not
toll-free numbers).

SUPPLEMENTARY INFORMATION:

Background

T.D. 8711 amends the current tempo-
rary regulations under sections 1060
(§ 1.1060–1T) and 338(b)
(§§ 1.338(b)–2T and 1.338(b)–3T), and
related examples in the final regulations
under section 338 (§ 1.338–3), concern-
ing the treatment of acquired intangible
assets.
The text of T.D. 8711 also serves as

the text of these proposed regulations.
The preamble to the temporary and final
regulations explains the reasons for the
amendments.
The amendments only address the

effect of the enactment of section 197.
The IRS and Treasury also intend to
study other aspects of the current regu-
lations under sections 1060 and 338(b).
The current regulations have been the
subject of public comments. The IRS
and Treasury welcome further comments
on all issues raised by the current
regulations concerning purchase price
allocation under sections 338(b) and
1060.

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a signifi-
cant regulatory action as defined in EO
12866. Therefore, a regulatory assess-
ment is not required. It also has been
determined that section 553(b) of the
Administrative Procedure Act (5 U.S.C.
chapter 5) does not apply to these
regulations, and, because the regulations
do not impose a collection of informa-
tion on small entities, the Regulatory
Flexibility Act (5 U.S.C. chapter 6) does
not apply. Pursuant to section 7805(f) of
the Internal Revenue Code, this notice
of rulemaking will be submitted to the
Chief Counsel for Advocacy of the
Small Business Administration for com-
ment on its impact on small business.

Comments and Public Hearing

Before these proposed regulations are
adopted as final regulations, consider-
ation will be given to any comments
that are submitted timely to the IRS. All

comments will be available for public
inspection and copying.
A public hearing has been scheduled

for Thursday, May 22, 1997, at 10 a.m.
in the Commissioner’s Conference
Room, room 3313, Internal Revenue
Building, 1111 Constitution Avenue NW,
Washington, DC. Because of access re-
strictions, visitors will not be admitted
beyond the Internal Revenue Service
Building lobby more than 15 minutes
before the hearing starts.
The rules of 26 CFR 601.601(a)(3)

apply to the hearing.
Persons that wish to present oral

comments at the hearing must submit
comments by April 16, 1997 and submit
an outline of the topics to be discussed
and the time to be devoted to each topic
by May 1, 1997.
A period of 10 minutes will be allot-

ted to each person for making com-
ments.
An agenda showing the scheduling of

the speakers will be prepared after the
deadline for receiving outlines has
passed. Copies of the agenda will be
available free of charge at the hearing.

Drafting Information

The principal author of these regula-
tions is Brendan P. O’Hara, Office of
the Assistant Chief Counsel (Corporate),
IRS. However, other personnel from the
IRS and Treasury Department partici-
pated in their development.

* * * * *

Proposed Amendments to the Regula-
tions

Accordingly, 26 CFR part 1 is pro-
posed to be amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for
part 1 continues to read in part as
follows:
Authority: 26 U.S.C. 7805 * * *
Par. 2. Section 1.338(b)–2 is added to

read as follows:

§ 1.338(b)–2 Allocation of adjusted
grossed-up basis among target assets.
[The text of this section is the same

as the text of the amendments to
§ 1.338(b)–2T published in T.D. 8711.]
Par. 3. Section 1.338(b)–3 is added to

read as follows:
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§ 1.338(b)–3 Subsequent adjustments to
adjusted grossed-up basis.
[The text of this section is the same

as the text of the amendments to
§ 1.338(b)–3T published in T.D. 8711.]
Par. 4. Section 1.1060–1 is added to

read as follows:
§ 1.1060–1 Special allocation rules for
certain asset acquisitions.
[The text of this section is the same

as the text of the amendments to
§ 1.1060–1T published in T.D. 8711.]

Margaret Milner Richardson,
Commissioner of Internal Revenue.

(Filed by the Office of the Federal Register on
January 9, 1997, 2:53 p.m. and published in the
issue of the Federal Register for January 16, 1997,
62 F.R. 2335)

Environmental Cleanup Costs;
Private Letter Rulings;
Pre-submission Conferences

Announcement 97–22

Taxpayers may request at this time a

pre-submission conference in anticipa-
tion of filing a request for a private
letter ruling under the revenue procedure
proposed in Notice 97–7, 1997–1 I.R.B.
8 (Jan. 6, 1997). The proposed revenue
procedure, when finalized, will provide
special procedures for requesting private
letter rulings from the Internal Revenue
Service on the tax treatment of environ-
mental cleanup costs under §§ 162 and
263 of the Internal Revenue Code in
transactions that span past and future
taxable years.
A taxpayer may request a pre-

submission conference to discuss the
procedures for submitting a letter ruling
request and/or the substantive issues
relating to the taxpayer’s environmental
cleanup transaction. However, any dis-
cussion of substantive issues at a pre-
submission conference is advisory only,
is not binding on the Service, and
cannot be relied upon as a basis for
obtaining retroactive relief under the
provisions of § 7805(b).

A pre-submission conference will be
held only if the taxpayer actually in-
tends to file a request under the pro-
posed revenue procedure after it is final-
ized, and only on a time-available basis.
If the environmental cleanup issue is
currently under examination or before
appeals, the examining or appeals of-
ficer handling the case will be asked to
participate in the conference. For the
general rules for requesting a pre-
submission conference, see Rev. Proc.
97–1, 1997–1 I.R.B. 11 (Jan. 6, 1997),
section 11.07.
The principal author of this announce-

ment is Merrill D. Feldstein of the
Office of Assistant Chief Counsel (In-
come Tax and Accounting). For further
information regarding this announce-
ment, contact Ms. Feldstein at (202)
622–4950 (not a toll-free call).

Changes to Excise Taxes

Announcement 97–25

Purpose To announce excise tax changes made by recent legislation:

• The air transportation taxes arereinstated;
• The tax rates on aviation fuel (other than gasoline) and aviation gasoline are increased; and
• Floor stocks fuel taxes on aviation fuel (other than gasoline) and aviation gasoline are imposed.

Effective date All changes listed in this announcement are effective March 7, 1997.

Note: For the first quarter of 1997, taxpayers must use the tax rate changes in this
announcement to report liabilities beginning March 7, 1997, on Form 720, Quarterly Federal
Excise Tax Return.

Air transportation taxes The table below shows the reinstated taxes and the applicable rates. The tax rates apply to all
amounts paid for transportation after March 6, 1997, regardless of the transportation date.

IRS No. Type of tax Rate

26 Transportation of persons by air 10%

28 Transportation of property by air 6.25%

27 Use of international air travel facilities $6 per person

Fuel taxes The table below shows the increased rates.

IRS No. Type of fuel Tax rate per gallon

14 Aviation gasoline $.193

69 Aviation fuel (other than gasoline) .218
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