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stantially all of the cash with respect to a
qualified equity investment to make quali-
fied low-income community investments.
Under section 45D(d)(1)(A), the term
“qualified low-income community invest-
ment” includes any capital or equity invest-
ment in, or loan to, any qualified active
low-income community business.  Section
45D(d)(2)(A) provides that the term “qual-
ified active low-income community busi-
ness” means, with respect to any taxable
year, any corporation (including a non-
profit corporation) or partnership if for the
year (i) at least 50 percent of the total gross
income of the entity is derived from the
active conduct of a qualified business (as
defined in section 45D(d)(3)) within any
low-income community, (ii) a substantial
portion of the use of the tangible property
of the entity is within any low-income
community, (iii) a substantial portion of the
services performed for the entity by its
employees is performed in any low-income
community, (iv) less than 5 percent of the
average of the aggregate unadjusted bases
of the property of the entity is attributable
to collectibles (as defined in section
408(m)(2)) other than collectibles that are
held primarily for sale to customers in the
ordinary course of the business, and (v)
less than 5 percent of the average of the
aggregate unadjusted bases of the property
of the entity is attributable to nonqualified
financial property (as defined in section
1397C(e)).

(a) How should “substantial portion”
be defined for purposes of section
45D(d)(2)(A)(ii) and (iii)?

(b) When should the determination
be made regarding whether a trade or
business constitutes a “qualified active
low-income community business”?  For
example, should the determination be
made at the time of the investment in the
business based on reasonable expecta-
tions?  Under what circumstances, if any,
should an investment in a business lose its
status as a “qualified low-income commu-
nity investment” under section
45D(d)(1)(A) by reason of a failure of the
business to satisfy the requirements for a
qualified active low-income community
business under section 45D(d)(2)?
Should the degree of control of the CDE
over the business be relevant to this deter-
mination?

(c) Should special rules be provided
under section 45D(d)(2)(A) for determin-

ing whether a newly-formed entity meets
the requirements for a qualified active
low-income community business?

4.  Section 45D(d)(1)(C) provides that
the term “qualified low-income communi-
ty investment” includes financial counsel-
ing and other services to businesses locat-
ed in, and residents of, low-income
communities.  What types of services
should constitute “financial counseling
and other services” for these purposes?

5.  Section 45D(d)(1)(D) provides that
the term “qualified low-income communi-
ty investment” includes any equity invest-
ment in, or loan, to a CDE.

(a) What restrictions, if any, should
apply to the use by a CDE of the proceeds
of a qualified low-income community
investment received from another CDE?

(b) Under what circumstances, if
any, should an investment by one CDE in
another CDE lose its status as a “qualified
low-income community investment”
under section 45D(d)(1)(D)?  Should the
degree of control of the investing CDE
over the other CDE be relevant to this
determination?

6.  Under section 45D(g)(3)(B), a
recapture event (requiring an investor to
recapture credits previously taken) may
occur with respect to an equity investment
in a CDE if the CDE ceases to use sub-
stantially all of the proceeds of the equity
investment for qualified low-income com-
munity investments.

(a) What circumstances should con-
stitute a change in use of the proceeds of
a qualified equity investment that triggers
a recapture event under section
45D(g)(3)(B)?

(b) What remedial action(s), if any,
should a CDE be permitted to take to
avoid recapture under section
45D(g)(3)(B)?

7. Section 45D(i)(1) provides that
Treasury may prescribe regulations that
limit the new markets tax credit for
investments that are directly or indirectly
subsidized by other Federal tax benefits
(including the low-income housing tax
credit under section 42 and the exclusion
from gross income under section 103).
Under what circumstances should invest-
ments be treated as directly or indirectly
subsidized by other Federal tax benefits?

8.  Section 45D(i)(2) and (4) provides
that Treasury may prescribe regulations
that prevent the abuse of the purposes of

section 45D and that impose appropriate
reporting requirements.

(a) What anti-abuse rules may be
necessary for carrying out section 45D?

(b) What types of reporting require-
ments should be imposed for carrying out
section 45D?
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AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Correction to notice of pro-
posed rulemaking and notice of public
hearing.

SUMMARY: This document contains
corrections to REG-126100-00 (2001-11
I.R.B. 862), which was published in the
Federal Register on Wednesday, January
17, 2001 (66 FR 3925).  These regulations
provide guidance on the reporting re-
quirements for interest on deposits main-
tained at the U.S. office of certain finan-
cial institutions and paid to nonresident
alien individuals.

FOR FURTHER INFORMATION CON-
TACT: Kate Y. Hwa (202) 622-3840 (not
a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

The notice of proposed rulemaking and
notice of public hearing that is the subject
of these corrections is under section 6049
of the Internal Revenue Code.

Need for Correction

As published, REG-126100-00 con-
tains errors which may prove to be mis-
leading and are in need of clarification.

1. On page 3927, column 1,  in the pre-
amble, under the paragraph heading
“Comments and Public Hearing”, second
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paragraph, line 2, the language “for
March 31, 2001, beginning at 10 a.m.” is
corrected to read “for March 21, 2001, be-
ginning at 10 a.m.”.

§1.6049-4 [Corrected]

2. On page 3927, column 3, §1.6049-
4(b)(5)(ii),  lines 5 through 8, the lan-
guage “published in the Federal Register
with respect to a Form W-8 (Certificate of
Foreign Status) furnished to the payor or
middleman after that date.  (For interest”
is corrected to read “published in the Fed-
eral Register.  (For interest”.

Cynthia Grigsby,
Chief, Regulations Unit,

Office of Special Counsel
(Modernization & Strategic Planning).

(Filed by the Office of the Federal Register on
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Stock Transfer Rules: Carryover
of Earnings and Taxes;
Correction

Announcement 2001-51

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Correction to notice of pro-
posed rulemaking and notice of public
hearing.

SUMMARY: This document contains
corrections to a notice of proposed rule-
making and notice of public hearing
(REG-116050-99, 2000-48 I.R.B. 520)

that was published in the Federal Regis-
ter on Wednesday, November 15, 2000
(65 FR 69138), relating to the carryover
of certain tax attributes, such as earnings
and profits and foreign income tax ac-
counts, when two corporations combine
in a section 367(b) transaction.

FOR FURTHER INFORMATION CON-
TACT: Anne O’Connell Devereaux (202)
622-3850 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

The notice of proposed rulemaking and
notice of public hearing (REG-116050-
99) that is the subject of these corrections
is under section 367 of the Internal Rev-
enue Code.  

Need for Correction

As published the notice of proposed
rulemaking and notice of public hearing
(REG-116050-99), contains errors that
may prove to be misleading and are in
need of clarification.

Correction of Publication

Accordingly, the publication of the no-
tice of proposed rulemaking and notice of
public hearing (REG-116050-99), which
was the subject of FR Doc. 00-28950, is
corrected as follows:

1.  On page 69139, column 3, in the
preamble under the paragraph heading C.
Specific Policies Related to Foreign 381
Transactions (Prop. Reg. §1.367(b)-7),
first full paragraph in the column, line 6,
the language “corporation as defined in
section 957” is corrected to read  “corpo-
ration as defined in section 953 or 957”.

2.  On page 69140, column 3, in the
preamble under the paragraph heading C.
Specific Policies Related to Foreign 381
Transactions (Prop. Reg. §1.367(b)-7),
the first full paragraph, the last 2 lines, the
language “opportunities to traffic in for-
eign tax credits.” is corrected to read “op-
portunities to traffic in foreign taxes”.

§1.367(b)-3 [Corrected]

3.  On page 69149, column 3,
§1.367(b)-3(f), last line in the column, the
language  “specifically provided (see,
e.g., 89-79” is corrected to read “specifi-
cally provided (see, e.g., Notice 89-79”.

§1.367(b)-8 [Corrected]

4.  On page 69176, §1.367(b)-8(d)(6),
paragraph (ii)(D) of Example 3, the table
is  corrected to read as follows:

§1.367(b)-8 Allocation of earnings and
profits and foreign income taxes in
certain foreign corporate separations.

*   *   *   *   *
(d) *   *   *
(6) *   *   *
Example 3. *   *   *
(ii)  *   *   *
(D) *   *   * 

Separate category E&P Foreign taxes

General  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 150u $30
Shipping  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100u 40

250u 70

*   *   *   *   * 
5.  On page 69176, column 1,

§1.367(b)-8(d)(6), paragraph (ii)(E) of
Example 3, line 12, the language “stock to
$525.  Because the fair market value” is
corrected to read “stock to $425.  Because
the fair market value”.

6.  On page 69176, column 1,
§1.367(b)-8(d)(6), paragraph (ii)(E) of

Example 3, the last line in the column pre-
ceding the second table, the language
“$75.  See also paragraph (d)(2)(iii)(C) of
this” is corrected to read “$175.  See also
paragraph (d)(2)(iii)(C) of this”. 

7.  On page 69178, column 3,
§1.367(b)-8(e)(6), paragraph (ii)(B) of
Example 2., lines 5 through 9 from the
bottom of the paragraph, the language

“shipping separate category (along with
$50 of foreign income taxes) and
166.67u (200u-(100u x (200u 4 600u)))
of available earnings in the section
904(d)(1)(D) shipping separate category
(along with $80 of foreign income” is
corrected to read “shipping separate cat-
egory (along with $80 of foreign in-
come”.


