
(A) The shareholder regularly sold or
otherwise disposed of personal property
of the same type on the installment plan
or the property is real property that the
shareholder held for sale to customers in
the ordinary course of a trade or busi-
ness (provided the property is not de-
scribed in section 453(l)(2)(relating to
certain exceptions to the definition of
dealer dispositions));
(B) The sale of the property by the

shareholder would result in recapture
income (within the meaning of section
453(i)(2)), but only if the amount of
recapture is equal to or greater than 50
percent of the property’s fair market
value on the date of the sale by the
corporation;
(C) The property is stock or securi-

ties that are traded on an established
securities market; or
(D) The sale of the property by the

shareholder would have been under a
revolving credit plan.
(iii ) Safe harbor. Paragraph (c)(5)(i)

of this section wil l not apply to the
liquidation of a corporation if , on the
date the plan of complete liquidation is
adopted and thereafter, less than 15
percent of the fair market value of the
corporation’s assets is attributable to
property¬ described¬ in¬ paragraph
(c)(5)(ii) of this section.
(iv) Example. The provisions of this

paragraph (c)(5) are illustrated by the
following example:
Example. Ten percent of the fair market value

of the assets of T is attributable to stock and
securities traded on an established securities mar-
ket. T owns no other assets described in paragraph
(c)(5)(ii) of this section. T, after adopting a plan of
complete liquidation, sells all of its stock and
securities holdings to C corporation in exchange
for an installment obligation bearing adequate
stated interest, sells all of its other assets to B
corporation for cash, and distributes the cash and
installment obligation to its sole shareholder, A, in
a complete liquidation that satisfies section
453(h)(1)(A). Because the C installment obligation
arose from a sale of publicly traded stock and
securities, T cannot report the gain on the sale
under the installment method pursuant to section
453(k)(2). In the hands of A, however, the C
installment obligation is treated as having arisen
out of a sale of the stock of T corporation. In
addition, the general rule of paragraph (c)(5)(i) of
this section does not apply, even if a principal
purpose of the liquidation was the avoidance of
section 453(k)(2), because the fair market value of
the publicly traded stock and securities is less than
15 percent of the total fair market value of T’s
assets. Accordingly, section 453(k)(2) does not
apply to A, and A may use the installment method
to report the gain recognized on the payments it
receives in respect to the obligation.

(d) Liquidating distributions received
in more than one taxable year. [Re-
served]

Notice of Proposed Rulemaking
Section 42(d)(5) Federal Grants

REG–254394–96

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemak-
ing by cross-reference to temporary
regulations.

SUMMARY: In ** * T.D. 8713, page 4,
the IRS is issuing temporary regulations
with respect to the low-income housing
tax credit relating to the application of
section 42(d)(5) to certain rental assis-
tance programs under section 42(g)(2)-
(B)(i). The text of those temporary regu-
lations also serves as the text of these
proposed regulations.

DATES: Written comments and requests
for a public hearing must be received by
April 28, 1997.

ADDRESSES: Send submissions to:
CC:DOM:CORP:R (REG–254394–96),
room 5226, Internal Revenue Service,
POB 7604, Ben Franklin Station, Wash-
ington, DC 20044. Submissions may be
hand delivered between the hours of 8
a.m. and 5 p.m. to: CC:DOM:CORP:R
(REG–254394–96), Courier’s Desk, In-
ternal Revenue Service, 1111 Constitu-
tion Avenue, NW, Washington, DC. Al-
ternatively, taxpayers may 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.

FOR FURTHER INFORMATION CON-
TACT: Christopher J. Wilson (202) 622–
3040 (not a toll-free call).

SUPPLEMENTARY INFORMATION:

Background

Temporary regulations published in
** * T.D. 8713 provide rules with re-

spect to the low-income housing tax
credit relating to the application of sec-
tion 42(d)(5) to certain rental assistance
programs under section 42(g)(2)(B)(i).
The text of those temporary regulations
also serves as the text of these proposed
regulations. The preamble to the tempo-
rary regulations explains the temporary
regulations.

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 these regula-
tions do not impose on small entities a
collection of information requirement,
the Regulatory Flexibility Act (5 U.S.C.
chapter 6) does not apply. Therefore, a
Regulatory Flexibility Analysis is not
required. Pursuant to section 7805(f) of
the Internal Revenue Code, this notice
of proposed rulemaking wil l be submit-
ted to the Chief Counsel for Advocacy
of the Small BusinessAdministration for
comment on its impact on small busi-
ness.

Comments and Requests for a Public
Hearing

Before these proposed regulations are
adopted as final regulations, consider-
ation wil l be given to any written com-
ments (a signed original and eight (8)
copies) that are submitted timely to the
IRS. Al l comments wil l be available for
public inspection and copying. A public
hearing may be scheduled if requested
in writing by a person that timely
submits written comments. If a public
hearing is scheduled, a notice of the
date, time, and place for the hearing will
be published in the Federal Register.

Drafting Information

The principal author of these regula-
tions is Christopher J. Wilson, Office of
Assistant Chief Counsel (Passthroughs
and Special Industries). However, other
personnel from the IRS and Treasury
Department participated in their devel-
opment.

*¬ *¬ *¬ *¬ *

Proposed Amendments to the Regula-
tions

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

Paragraph 1. The authority citation for
part 1 is amended by adding an entry in
numerical order to read in part as fol-
lows:
Authority: 26 U.S.C. 7805 * * *
Section 1.42–16 also issued under 26

U.S.C. 42(n); * * *
Par. 2. Section 1.42–16 is added to

read as follows:

§ 1.42–16 Eligible basis reduced by
federal grants.

[The text of this proposed section is
the same as the text of § 1.42–16T
published in T.D. 8713, page 4.]

Margaret Milner Richardson,
Commissioner of Internal Revenue.

(Filed by the Office of the Federal Reigster on
January 24, 1997, 8:45 a.m., and published in the
issue of the Federal Register for January 27, 1997,
62 F.R. 3848)

Foundations Status of Certain
Organizations

Announcement 97–28

The following organizations have
failed to establish or have been unable
to maintain their status as public chari-
ties or as operating foundations. Accord-
ingly, grantors and contributors may not,
after this date, rely on previous rulings
or designations in the Cumulative List
of Organizations (Publication 78), or on
the presumption arising from the filing
of notices under section 508(b) of the
Code. This listing doesnot indicate that
the organizations have lost their status
as organizations described in section
501(c)(3), eligible to receive deductible
contributions.
Former Public Charities. The follow-

ing organizations (which have been
treated as organizations that are not
private foundations described in section
509(a) of the Code) are now classified
as private foundations:
AIDS Equity League, Inc., Houston, TX
AIDS Resource Center of Texoma,
Sherman, TX

Albuquerque Literacy Program, Inc.,
Albuquerque, NM

Austin Area Youth, Austin, TX
Austin Junior Chamber of Commerce
Foundation, Inc., Austin, TX

Austin Releaf Council, Austin, TX
Big Bend, Inc., Riverton, WY
Brownsville Opportunity Youth Soccer
Association, Inc., Brownsville, TX

Buckingham Square Optimist Fund Inc.,
Aurora, CO

Cancer Scholarship Fund, Katy, TX
Candlelighters Circle of Friends
Childhood Cancer Support Group
Inc., Tulsa, OK

Christian Center of Universal Peace of
Houston, Houston, TX

Classical Traditions International
Entertainment, Los Angeles, CA

Clearwater Youth Wrestling Club,
Clearwater, KS

Colorado Latino AIDS Community
Network, Inc., Denver, CO

Colorado Parents for All Children,
Colorado Springs, CO

Cosme Garto Memorial Scholarship
Foundation, Salt Lake City, UT

Covenant Ministries, Inc., Fort Worth,
TX

Delta Nutrition Services, Houston, TX
Docent Council of Forth Worth Zoo,
Fort Worth, TX

ECO-Fair Texas, Inc., Austin, TX
Elfields Residential, Houston, TX
Families Actively Communicating
Together, Winfield, KS

Family Outreach of Southern Dallas,
Inc., Dallas, TX

Flagstaff Youth Hockey Association,
Inc., Flagstaff, AZ

Flour Bluff Helping Hand, Corpus
Christi, TX

Fort Worth Foundation, Fort Worth, TX
Foster Place Community Center, Inc.,
Houston, TX

Freedom for Youth, Denver, CO
Friends of the Utah Center, Salt Lake
City, UT

Glendale Centennial Committee,
Glendale, AZ

Greater Fort Worth Luis Palau Crusade,
Fort Worth, TX

Hispanic American Medical Scholarship
Fund, Houston, TX

Housing and Neighborhood
Development, Phoenix, AZ

Houston Business League, Houston, TX
Houston Japanese Television Ministry,
Inc., San Antonio, TX

ICAK, Inc., Lawrence, KS
Indian Health Care Clinic, Inc., Salt
Lake City, UT

Intermountain Society for Parenteral and
Enteral Nutrition, Salt Lake City, UT

Irving Elementary School Parent
Teacher Organization PTO, Mesa, AZ

Joe Holland Evangelistic Association,
Colony, TX

Jones Spiritual Research Center, Inc.,
Longview, TX

Kerrville South Volunteer Fire
Department, Inc., Kerrville, TX

Kiamichi Country Genealogy Society,
Broken Bow, OK

Kids Place, Salt Lake City, UT
Killough Middle School Parent Advisory
Committee, Killough Middle School
Advise Committee, Houston, TX

La Compania Madre, Inc., Honolulu, HI
Life Giving Word Ministries, Inc., Tulsa,
OK

Lighthouse Counseling Services, Inc.,
Oklahoma City, OK

Loyal Companions for the Handicap
Training Institute, Oklahoma City, OK

Mayes County Resource Council, Inc.,
Pryor, OK

Megan Ledue Guardian Angel
Foundation, Wichita Falls, TX

Metatheatre, Tucson, AZ
Moore County Crime Stoppers, Inc.,
Dumas, TX

National Commission on Rape
Prevention, Inc., Scottsdale, AZ

Neighborhood Pioneer Clubs, Colorado
Springs, CO

Network of Lyricists and Songwriters,
Inc., Pearland, TX

New Mexico Partnership for
Mathematics and Science Education,
Albuquerque, NM

New Mexico Wildlife Foundation, Santa
Fe, NM

North Valley Paralegal Service of
Arizona, Glendale, AZ

Open Heart, Inc., Houston, TX
Our House, Inc., Denver, CO
Phoenix Center for Rape Prevention,
Phoenix, AZ

Prairie Dog Pals of ABQ, Albuquerque,
NM

Project Hungry for El Paso, El Paso, TX
Puente De Esperanza, Espanola, NM
Putnam-Fullana Education Association,
Inc., Fort Collins, CO

Pylon Salesmanship Club, Dallas, TX
Red River Symphony Guild, Inc.,
Sherman, TX

Rock Springs Youth Boys Basketball,
Rock Springs, WY

Rocky Mountain Center for Attitudinal
Healing, Colorado Springs, CO

Sal De Ahi, Santa Fe, NM
Shepherds Center of Chanute, Inc.,
Chanute, KS

Smithson Valley High School Athletic
Booster Club, Spring Branch, TX

Sonshine College for Oriental Senior
Citizens, Dallas, TX

Southern Arizona Environmental
Management Society, Inc., Tucson,
AZ

South Texas Festival of Film, Corpus
Christi, TX
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