
shareholders. In addition, pursuant to the plan of re-
organization, S–1 transfers less than substantially all
of the T assets to P. T does not have any liabilities.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(C), is not disqualified by the
transfer of T assets from S–1 to P because P is trans-
ferred less than substantially all of the T assets, P is
a member of the qualified group, and the transaction
satisfies the requirements of §1.368–1(d).

Example 3. Contributions of acquired assets to
controlled corporations after a reorganization under
section 368(a)(1)(D). (i) Facts. P owns 100 percent
of the stock of T. Pursuant to a plan of reorganization,
T transfers all of its assets to S–1 solely in exchange
for S–1 stock, which T distributes to P. In addition,
pursuant to the plan of reorganization, S–1 transfers
all of the T assets to S–2, and S–2 transfers all of the
T assets to S–3.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(D), is not disqualified by the
successive transfers of all the acquired assets from
S–1 to S–2 and from S–2 to S–3 because, in each
transfer, the transferee corporation is controlled by
the transferor corporation, S–2 and S–3 are members
of the qualified group, and the transaction satisfies the
requirements of §1.368–1(d).

Example 4. Contribution of acquiring stock to
controlled corporation after a reorganization under
section 368(a)(1)(A). (i) Facts. Pursuant to a plan of
reorganization, S–1 acquires all of the T assets in the
merger of T into S–1. In the merger, the T share-
holders receive consideration 50 percent of which is
P stock and 50 percent of which is cash. Also, pur-
suant to the plan of reorganization, P transfers all of
the S–1 stock to S–4.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(A) by reason of section
368(a)(2)(D), is not disqualified by the transfer of
all of the S–1 stock to S–4 because the transferee
corporation is controlled by the transferor corpora-
tion, S–4 is a member of the qualified group, and the
transaction satisfies the requirements of §1.368–1(d).

Example 5. Contribution of acquired assets to
a partnership after a reorganization under section
368(a)(1)(A). (i) Facts. Pursuant to a plan of reorga-
nization, S–1 acquires all of the T assets in the merger
of T into S–1. In the merger, the T shareholders re-
ceive consideration 50 percent of which is P stock and
50 percent of which is cash. In addition, pursuant to
the plan of reorganization, S–1 transfers all of the T
assets to PRS, a partnership in which S–1 owns a 331/3
percent interest. S–1 does not perform active and sub-
stantial management functions as a partner with re-
spect to PRS’ business.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(A) by reason of section
368(a)(2)(D), is not disqualified by the transfer
of T assets from S–1 to PRS because S–1 has an
ownership interest in PRS immediately after the
transfer, S–1 is a member of the qualified group and
is treated as conducting the business of PRS under
§1.368–1(d)(4)(iii), and the transaction satisfies the
requirements of §1.368–1(d).

Example 6. Distribution of acquired assets to
a partnership after a reorganization under section

368(a)(1)(A). (i) Facts. P owns an 80 percent inter-
est in PRS, a partnership. PRS owns 20 percent of
the stock of S–1. Pursuant to a plan of reorganiza-
tion, S–1 acquires all of the T assets in the merger of
T into S–1. In the merger, the T shareholders receive
consideration 50 percent of which is P stock and 50
percent of which is cash. In addition, pursuant to the
plan of reorganization, S–1 distributes less than sub-
stantially all of the T assets to PRS in redemption of
5 percent of the stock of S–1 owned by PRS.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(A) by reason of section
368(a)(2)(D), is not disqualified by the transfer of T
assets from S–1 to PRS because PRS receives less
than substantially all of the T assets, P is a member of
the qualified group and is treated as conducting the
business of PRS under §1.368–1(d)(4)(iii), and the
transaction satisfies the requirements of §1.368–1(d).

Example 7. Contributions of acquired stock to
controlled corporations after a reorganization under
section 368(a)(1)(B). (i) Facts. Pursuant to a plan of
reorganization, the T shareholders transfer all of their
T stock to S–1 solely in exchange for P stock. In
addition, pursuant to the plan of reorganization, S–1
transfers 50 percent of the T stock to S–2, and S–2
transfers that T stock to S–3.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(B), is not disqualified by the
successive transfers of part of the acquired stock from
S–1 to S–2, and from S–2 to S–3 because, in each
transfer, the transferee corporation is controlled by
the transferor corporation, S–2 and S–3 are members
of the qualified group, and the transaction satisfies the
requirements of §1.368–1(d).

Example 8. Contributions of acquiring corpora-
tion stock to controlled corporations after a reorgani-
zation under section 368(a)(1)(B). (i) Facts. Pursuant
to a plan of reorganization, the T shareholders trans-
fer all of their T stock to S–1 solely in exchange for
P stock. In addition, as part of the plan of reorgani-
zation, following the acquisition of T stock by S–1, P
transfers 10 percent of the S–1 stock to S–4, and S–4
transfers that S–1 stock to S–5.

(ii) Analysis. Under this paragraph (k), the trans-
action, which otherwise qualifies as a reorganization
under section 368(a)(1)(B), is not disqualified by the
successive transfers of S–1 stock to S–4 and from S–4
to S–5 because, in each transfer, the transferee corpo-
ration is controlled by the transferor corporation, S–4
and S–5 are members of the qualified group, and the
transaction satisfies the requirements of §1.368–1(d).

(4) Effective date. This paragraph (k)
applies to transactions occurring after the
date these regulations are published as fi-
nal regulations in the Federal Register.

Deborah M. Nolan,
Acting Deputy Commissioner for

Services and Enforcement.

(Filed by the Office of the Federal Register on August 17,
2004, 8:45a.m., and published in the issue of the Federal Reg-
ister for August 18, 2004, 69 F.R. 51209)

Withdrawal of Proposed
Regulations Relating to
Corporate Reorganizations;
Transfers of Assets or Stock
Following a Reorganization

Announcement 2004–69

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Withdrawal of notice of pro-
posed rulemaking.

SUMMARY: This document with-
draws a notice of proposed rulemaking
(REG–165579–02, 2004–13 I.R.B. 651)
regarding the effect of certain transfers of
assets or stock on the qualification of cer-
tain transactions as reorganizations under
section 368(a). The proposed regulations
were published on March 2, 2004. After
consideration of additional issues related
to the effect of transfers of assets or stock
on the qualification of a transaction as
a reorganization, the IRS and Treasury
Department have decided to withdraw
the proposed regulations and issue new
proposed regulations that provide a more
complete set of rules addressing such
transfers.

DATES: These proposed regulations are
withdrawn August 17, 2004.

FOR FURTHER INFORMATION
CONTACT: Jeffrey B. Fienberg (202)
622–7770 (not a toll-free call).

SUPPLEMENTARY INFORMATION:

Background

On March 2, 2004, the IRS and Trea-
sury Department issued proposed regula-
tions regarding the effect of certain trans-
fers of assets or stock on the qualification
of certain transactions as reorganizations
under section 368(a) (69 FR 9771) (here-
inafter the March 2004 proposed regula-
tions). After consideration of additional
issues related to the effect of transfers of
assets or stock on the qualification of a
transaction as a reorganization, including
distributions of assets or stock after pur-
ported reorganizations, the IRS and Trea-
sury Department have decided to withdraw
the March 2004 proposed regulations and
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issue new proposed regulations that pro-
vide a more complete set of rules address-
ing such transfers. Accordingly, the March
2004 proposed regulations are withdrawn.

Drafting Information

The principal author of this withdrawal
notice is Jeffrey B. Fienberg of the Office
of Associate Chief Counsel (Corporate).

* * * * *

Withdrawal of Notice of Proposed
Rulemaking

Accordingly, under the authority of 26
U.S.C. 7805, the notice of proposed rule-
making (REG–165579–02) published in
the Federal Register on March 2, 2004
(69 FR 9771), is hereby withdrawn.

Deborah M. Nolan,
Acting Deputy Commissioner for

Services and Enforcement.

(Filed by the Office of the Federal Register on August 16,
2004, 8:45 a.m., and published in the issue of the Federal
Register for August 17, 2004, 69 F.R. 51026)

Penalty Relief Under Section
6715

Announcement 2004–70

The Internal Revenue Service will not
assert the penalty under section 6715 of
the Internal Revenue Code with respect
to dyed diesel fuel that, due to short-
ages of clear diesel fuel in the State of
Florida caused by Hurricanes Charley and
Frances, has been delivered by wholesale
dealers to retail dealers for resale to high-
way users or has been sold by wholesale
dealers directly to end users for highway
use. This relief from the section 6715
penalty will apply only to dyed diesel
fuel that wholesale dealers deliver or sell
in the State of Florida and only to fuel
delivered or sold by wholesale dealers
during the period September 2, 2004,
through September 15, 2004. In the case
of wholesale dealers, penalty relief will
be available only if the wholesale dealer
reports and pays the tax on the dyed diesel
fuel that is delivered or sold for highway

use. The return and payment will be due
on October 31, 2004, and the IRS will not
assert penalties for failure to make semi-
monthly deposits of the tax. Wholesale
dealers should call 1–866–699–4096 (a
toll-free number) for instructions on the
proper method for reporting and paying
this tax.

In general, diesel fuel may be removed
tax free from a terminal if it is dyed in the
manner specified in the regulations under
section 4082 of the Internal Revenue Code.
Section 4081(b) of the Internal Revenue
Code imposes a tax on blended diesel fuel
created by mixing dyed diesel fuel with
clear diesel fuel that has been previously
taxed. Under regulations, the seller of the
dyed fuel in the mixture is liable for this
tax if the dyed fuel is sold as fuel that
has previously been taxed. A sale of dyed
diesel fuel by a wholesaler to a retailer
will be treated as meeting this condition if
the wholesaler delivers the dyed fuel into
the retailer’s storage tank for clear diesel
fuel and the fuel qualifies for relief from
the section 6715 penalty. Section 4041(a)
of the Internal Revenue Code imposes a
tax on sales of dyed diesel fuel that has
not been previously taxed to persons that
will use the fuel in a taxable highway use.
Section 6715 of the Internal Revenue Code
imposes a penalty if dyed diesel fuel is sold
for highway use or is knowingly used on
the highway.

Recent and imminent hurricanes in
Florida have resulted in critical short-
ages of clear, low-sulfur diesel fuel in
that State. The Internal Revenue Service
and the Environmental Protection Agency
are concerned that these shortages could
impair the ability of emergency vehicles
and utility repair vehicles to respond to
existing damage from Hurricane Charley
and expected damage from Hurricane
Frances. Although limited quantities of
dyed, high-sulfur diesel fuel are also avail-
able in Florida, Clean Air Act restrictions
and the section 6715 penalty restrict this
fuel to nontaxable off-highway uses. The
relief announced today by the Internal
Revenue Service and the Environmental
Protection Agency’s exercise of its en-
forcement discretion under the Clear Air
Act restrictions will make all diesel fuel in
the State of Florida available for highway
use.

The principal author of this announce-
ment is Barbara Franklin of the Office of
Associate Chief Counsel (Passthroughs &
Special Industries). For further informa-
tion regarding this announcement, contact
Ms. Franklin at (202) 622–3130 (not a
toll-free call).

Section 1045 Application to
Partnerships; Hearing

Announcement 2004–73

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Change in date of public hear-
ing; extension of time to submit outlines
of oral comments.

SUMMARY: This document changes the
date of the public hearing on the notice of
proposed rulemaking (REG–150562–03,
2004–32 I.R.B. 175) that relates to the
application of section 1045 of the Internal
Revenue Code (Code) to partnerships and
their partners. It also extends the time to
submit outlines of oral comments for the
hearing.

DATES: The public hearing originally
scheduled for November 2, 2004, at 10
a.m. will be held November 9, 2004, at 10
a.m. Additional outlines of oral comments
must be received by October 19, 2004.

ADDRESSES: The public hearing will be
held in the Auditorium, Internal Rev-
enue Service Building, 1111 Consti-
tution Avenue, NW, Washington, DC.
Send submissions to: CC:PA:LPD:PR
(REG–150562–03), Room 5203, Inter-
nal Revenue Service, PO Box 7604, Ben
Franklin Station, Washington, DC 20044.
Submissions may be hand delivered Mon-
day through Friday between the hours of
8 a.m. and 4 p.m. to CC:PA:LPD:PR
(REG–150562–03), Courier’s Desk, In-
ternal Revenue Service, 1111 Consti-
tution Avenue, NW, Washington, DC,
or sent electronically, via the IRS In-
ternet site at http://www.irs.gov/regs
or via the Federal eRulemaking Por-
tal at www.regulations.gov (IRS and
REG–150562–03).
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