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_n%UMMARY: This document contains
- final regulations relating to the filing of
~.,an application for a tentative carryback
2gdjustment. These regulations provide
uidance as to the time for filing such ap-
4 2giication by a consolidated group and by
certain corporations for the separate re-
reaﬁfm year created by their becoming a
member of a consolidated group. These
0 final regulations may affect all consoli-
dated groups.

DATES: Effective DateJune 22, 2001.
Applicability Date:For dates of applic-
ability, see 81.1502-78(e)(2)(v) of these

regulations.
ted 9

2(fFOR FURTHER INFORMATION CON-

agrFACT: Christopher M. Bass or Frances

oL. Kelly (202) 622-7770 (not a toll-free
number).

SUPPLEMENTARY INFORMATION:

NcBackground
di-

This document contains amendments to

the Income Tax Regulations (26 CFR Part
l, 1) under section 1502 of the Internal Rev-
of enue Code of 1986 (Code) relating to the
= filing of an application for a tentative car-

ryback adjustment. The amendments pro-

vide guidance as to the time for filing an
g application for a tentative carryback ad-
ryjustment by a consolidated group. The
.. amendments also extend the time for fil-

ing an application for a tentative carry-

back adjustment by certain corporations
unkor the separate return year created by
ue gheir becoming new members of a consol-
 FRiated group.

On January 4, 2001, a temporary regu-
lation (T.D. 8919, 2001-6 |.R.B. 505) was
published in thé-ederal Register(66 FR
713). On this same day, a notice of pro-



posed rulemaking (REG-119352-00, The proposed regulation (66 FR 747% * * * *

2001-6 I.R.B. 525) cross-referencing thevas issued as 81.1502—78T(g). This final (e) Time for filing applicatior—(1)
temporary regulation and a notice of pubregulation adopts the substance of th€eneral rule.The provisions of section
lic hearing were published in theederal proposed regulation and renumbers su@¥11(a) apply to the filing of an applica-

Register (66 FR 747). No comments orprovision as §1.1502—-78(e). tion for a tentative carryback adjustment
requests to speak were received from the by a consolidated group.
public in response to the notice of proSPecial Analyses (2) Special rule for new membexi)

posed rulemaking. Accordingly, the pub- |1 h5s been determined that this TredYeW memberA new member is a corpo-
lic hearing scheduled for April 26, 2001, ration that, in the preceding taxable year

! ) sury decision is not a significant regula-*© ' - !
was canceled in theederal Register(66 tory action as defined in Executive Ordefid not qualify as a member, as defined ir
FR 19104) on April 13, 2001. The pro

"12866. Therefore, a regulatory asses§1-1902-1(b), of the consolidated group
posed regulation is adopted as amendefnt is not required. It is hereby certifiedhat it now joins.

by this Treasury Decision, and the correg, o+ this regulation will not impose a sig- (i) End of taxable yeaSolely for the
sponding temporary regulation is reyificant economic impact on a substantid?!UrPose of complying with the twelve-

moved. number of small entities because it affect@'onth requirement for making an appli-
Explanation of Provisions a relatively small number of corporation£@tion for a tentative carryback adjust-

_ and few, if any, of those corporations ar§'€nt under section 6411(a), the separat
The amendments adopted by this Treqfkely to be small businesses. Thereford€turn year of a qualified new member

sury decision provide a general rule for all Regulatory Flexibility Analysis undershall be treated as ending on the sam
corporations filing consolidated returngp,e Regulatory Flexibility Act (5 U.S.C. date as the end of the current taxable yes
stating that the provisions of SeCtiorbhapter 6) is not required. Pursuant +8f the consolidated group that the quali-
6411(a) shall apply to determine the timggction 7805(f) of the Code, the notice ofied new member joins.

for filing an application for a tentative proposed rulemaking that preceded these (1) Qualified new memberA new
carryback adjustment by a consolidatepegu|ati0nS was submitted to the Chiefember of a consolidated group qualifies
group. In addition, the amendments procq nsel for Advocacy of the Small Busifor purposes of the provisions of this
vide a special rule for applications filed,os5 Administration for comment on itd?aragraph (e)(2) if, immediately prior to

by certain corporatio_ns that become NeYfhpact on small business. becoming a new member, either—
members of a consolidated group, extend- (A) It was the common parent of a con-
ing the period of time for filing an appli- Drafting Information solidated group; or

cation for a tentative carryback adjust- (B) It was not required to join in the fil-

ment resulting from losses or credits. 1he Principal authors of these regulayg of 5 consolidated return.

arising in the new member’s last separafg®ns are Christopher M. Bass and ‘) gxamples The provisions of this
return year. For these purposes, the segd@nces L. Kelly, Office of the Associatearagraph (e)(2) may be illustrated by the

rate return year is treated as ending on tifghi€f Counsel (Corporate). Howeverg,|oying examples:
same date as the end of the current taxatﬂ@er personnel from the IRS and Trea- Example 1individual A owns 100 percent of the

year of the consolidated group. sury Department participated in their destock of X, & corporation that is not a member of a

Onil Form 1135 gppiiation for a éOPTent s o e e s
Tentative Carryback Adjustmemns modi- becomes a member of the Y consolidated gromjp
fied to reflect the changes made by thiﬁdoption of Amendments to the which also files returns on a calendar year basis. >
regulation, an application for a te”tativehegulations is a qualified new member as defined in paragrapt
carryback adjustment filed under the spe- (e_)(2)(|||)(B) of_thls section because, |mmed|ately
cial rule must include additional informa- Accordingly, 26 CFR part 1 is amende(ﬂggdt(;r%i;?g'r\:\?a: :stvzen;ar?e%eioﬂz:einYtﬁgr;ﬁizg'
tion in the form of a statement, “Filedas follows: of a consolidated return. As a result of its becoming
pursuant to Treas. Reg. section a new member of Group Y, X's separate return for
1.1502-78(e)(2),” in red, at the top of thd?ART 1 — INCOME TAXES the short taxable year (January 1 of year 1 throug}
current Form 1139. In addition, the Form January 31 of year 1) is due September 15 of year

. . N Paragraph 1. The authority citation forwith extensions). See §1.1502-76(c). Group Y’s
1139 mUSt_ state, in red, the "year end Ofart 1 is amended by removing the entriegonsolidated return is also due September 15 of yec
the consolidated group that the new menf— 1.1502-78(b) and? With extensions). See 51.1502-76(c). Solely for

ber joins. In response to the ChangeOr sections the purpose of complying with the twelve-month re
made by this regu|ati0n, IRS Service Cenf'1502_78T and by addlng an entry in nu(iuirement for making an application for a tentative

ters developed a procedure to assist mericaﬂ O_rder to read in part as follows: carryback adjustment under section 6411(a), X's
Authority: 26 U.S.C. 7805 * * * taxable year for the separate return year is treated ¢

processing applications filed under Section 1.1502—-78 also issued under Zding on December 31 of year 1. X's application

§1.1502-78(e)(2). This procedure "® s.c. 1502 6402(k), and 6411(c). * * * for a tentative carryback adjustment is therefore du
quires that the additional information, as .P;";lr.Z Seétion 1 15b2—78 is ame.nded S or before December 31 of year 2.
set forth above, be included on the Form - ' Y Example 2Assume the same facts agixample

. ._adding paragraph (e) to read as follows: i i i i
1139. This procedure supplements eXISe g paragraph (e) 1 except that immediately prior to becoming a new
. . . . . . member of Group Y, X was a member of the Z con-
ing guidelines for filing and processingg1.1502-78 Tentative carryback solidated group. Because X was required to join in

Form 1139. adjustments. the filing of the consolidated return for Group Z, X



is not a qualified new member as defined in pare
graph (e)(2)(iii) of this section. X's items for the
one-month period will be included in the consoli-
dated return for Group Z. Group Z's application for
a tentative carryback adjustment, if any, continues t
be due within 12 months of the end of its taxabls
year, which is not affected by X’s change in status ¢
a new member of Group Y.

(v) Effective date The provisions of
this paragraph (e)(2) apply for applica
tions by new members of consolidate
groups for tentative carryback adjust
ments resulting from net operating losse:
net capital losses, or unused busine:
credits arising in separate return years (
new members that begin on or after Jant
ary 1, 2001.

§1.1502-78T [Removed]
Par. 3. Section 1.1502—78T is removec

Robert E. Wenzel,
Deputy Commissioner
of Internal Revenue.

Approved June 13, 2001.

Mark A. Weinberger,
Assistant Secretary
of the Treasury.

(Filed by the Office of the Federal Register on Jun
21, 2001, at 8:45 a.m., and published in the issue
the Federal Register for June 22, 2001, 66 FI
33462)




