Section 1288.—Treatment of
Original Issue Discounts of Tax-
Exempt Obligations

The adjusted applicable federal short-term, mid- . . .
term, and long-term rates are set forth for the montR AT ES: Effective DateJune 19, 2001.

of July 2001. See Rev. Rul. 2001-34, on page 31.

Section 1502.—Regulations

26 CFR 1.1502-34: Special aggregate stock
ownership rules.

T.D. 8949

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Special Aggregate Stock
Ownership Rules

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

special aggregate stock ownership rulestion, (2) the corporate partner has con-
shall apply for purposes of section 732(fjrol of the distributed corporation imme-

of the Code. These final regulations magiately after the distribution or at any time

affect all consolidated groups. thereafter, and (3) the partnership’s ad-
justed basis in such stock immediately be-
fore the distribution exceeded the corpo-
FOR FURTHER INFORMATION CON- rate partner’s adjusted basis in such stocl
TACT: Frances L. Kelly or David H. immediately after the distribution, then an
Kessler (202) 622-7770 (not a toll-freeamount equal to such excess shall reduc
number). the basis of the property held by the dis-
tributed corporation at such time.

On December 21, 2000, Congress en:
acted section 311(c) of the Community
Renewal Tax Relief Act of 2000 (Public

This document contains amendments toaw 106-554, 114 Stat. 2763) (the 2000
the Income Tax Regulations (26 CFR PaAct), a technical correction to section 538
1) under section 1502 of the Internal Revef the 1999 Act. Section 311(c) of the
enue Code of 1986 (Code).Sectio®000 Act states “[t]he reference to section
1.1502-34 generally provides that, for pur332(b)(1) of the Internal Revenue Code of
poses of the consolidated return regulation$986 in Treasury Regulation section
the stock ownership of all members of d.1502-34 shall be deemed to include &
consolidated group in another corporation ikeference to section 732(f) of such Code.”
aggregated in determining the application ofhe Conference Report states that the ruls
certain Code provisions, including sectioin the consolidated return regulations
332(b)(1), in a consolidated return year.  (81.1502-34) aggregating stock owner-

Section 538 of the Ticket to Work andship for purposes of section 332 (relating

SUPPLEMENTARY INFORMATION:

Background

SUMMARY: This document contains Work Incentives Improvement Act ofto a complete liquidation of a subsidiary
final regulations relating to the aggregai999 (Public Law 106-170, 113 Statthat is a controlled corporation) also ap-
tion of stock ownership in a corporation1939) (the 1999 Act) enacted sectiomlies for purposes of section 732(f) (relat-
of members of a consolidated group732(f) on December 17, 1999. With cering to basis adjustments to assets of a cor
These regulations reflect a technical cottain exceptions, section 732(f) generallyrolled corporation received in a

rection enacted in section 311(c) of th@rovides that if (1) a corporate partner opartnership distribution). H.R. Conf.

Community Renewal Tax Relief Act ofa partnership receives a distribution fronRep. No. 1033, 106th Cong., 2d Sess
2000 that, in substance, provides that thttat partnership of stock in another corpol022 (2000).



Section 311(d) of the 2000 Act pro-that prior notice and comment are unne
vides that section 311(c) of the 2000 Acessary and contrary to the public interes
takes effect as if included in the provifor the same reason, good cause exists
sions of the 1999 Act to which it relatesnot delaying the effective date of this fina
Thus, the effective date of section 311(cjule.
of the 2000 Act is the same as that for sec- *ok ok ok ok
tion 538(a) of the 1999 Act, which is con-

tained in section 538(b) of the 1999 Act. Adoption of Amendments to the
Regulations

Explanation of Provisions ) )
Accordingly, 26 CFR part 1 is amende:
These final regulations conformgs follows:

§ 1.1502-34 to a technical correction en-
acted in section 311(c) of the 2000 AcPART 1 — INCOME TAXES
and _add a regulathn under section 73.2 re- Paragraph 1. The authority citation fo
flecting that correction. These regulations . ) o
. . .. . part1is amended by adding entries in n
reflect this statutory provision clarifying . . )
. merical order to read in part as follows:
that the stock aggregation rules under " . x
§ 1.1502-34 apply for purposes of section Auth_onty. 26 US.C. 78.05
X Section 1.732-3 also issued under

732(f).
. S.C. 732(f). ¥ * *
Because section 311(d) of the 2000 AC&J Section 1.1502-34 also issued under :

provides that section 311(c) of the 200% SC. 1502 ** *

Act shall take effect as if it had been in- 'Pér'z Sec':tion 1739-3 is added to re
cluded in the provisions of the 1999 Act(les f0||.0V\}S' '

the effective date provisions of section '

538(b) of the 1999 Act apply to these regg 1 7323 Corresponding adjustment to
ulations. Section 538(b) generally proyasis of assets of a distributed

vides that the amendments made by Segprporation controlled by a corporate
tion 538(a) of the 1999 Act apply topariner.

distributions made after July 14, 1999. In

the case of a corporation that was a part- The determination of whether a corpc
ner in a partnership as of July 14, 199%ate partner has control of a distribute
the amendments made by section 538(aprporation for purposes of section 732(
of the 1999 Act apply to distributionsshall be made by applying the special a
made (or treated as made) to that partngregate stock ownership rules o
from that partnership after June 30, 2008 1.1502-34.

In the case of any such distribution made

after December 17, 1999, and before Jufy 1-1502-34 [Amended]

1, 2001, the rule of the preceding sentence p5. 3 |n §1.1502—34, the first sentenc

does not apply unless that partner makes 5mended by adding “732(f),” immedi
an election to have the rule apply to thﬁtely after “351(a),".

distribution on the partner’'s income tax

return for the year in which the distribu- Robert E. Wenzel,

tion occurs. Deputy Commissioner of

Special Analyses Internal Revenue.
It has been determined that this Tred@pproved June 8, 2001.

sury decision is not a significant regula- Mark A. Weinberger,

tory action as defined in Executive Order

12866. Therefore, a regulatory assess-

ment is not required. Because no notice

of proposed rulemaking is required for

this final regulation, the provisions of the(Filed by the Office of the Federal Register on Jur

Regulatory Flexibility Act (5 U.S.C. 13,2001, at 8:45 a.m., and published in the issue

chapter 6) do not apply. the Federal Register for June 19, 2001, 66 F
This final rule merely conforms 32901)

§ 1.1502-34 to the statutory amendment

made by section 311(c) of the 2000 Act.

Pursuant to 5 U.S.C. 553, it is determined

Assistant Secretary
of the Treasury.



