
Part I. RulingsandDecisionsUndertheInternalRevenueCodeof 1986
Section42.—Low-IncomeHousing
Credit

Low-income housing credit; satis-
factory bond; ‘‘bond factor ’’ amount
for the period January through
March 1997. This ruling announces the
monthly bond factor amounts to be used
by taxpayers who dispose of qualified
low-incomebuildings or interests therein
during the period January¬ through
March 1997.

Rev. Rul. 97–16

In Rev. Rul. 90–60, 1990–2 C.B. 3,
the Internal Revenue Service provided
guidance to taxpayers concerning the
general methodology used by the Trea-
sury Department in computing the bond
factor amounts used in calculating the
amount of bond considered satisfactory
by the Secretary under § 42(j)(6) of the
Internal Revenue Code. It further an-
nounced that the Secretary would pub-

lish in the Internal Revenue Bulletin a
table of ‘‘bond factor ’’ amounts for
dispositions occurring during each cal-
endar month.
This revenue ruling provides in Table

1 the bond factor amounts for calculat-
ing the amount of bond considered
satisfactory under § 42(j)(6) for disposi-
tions of qualified low-income buildings
or interests therein during the period
January through March 1997.

Table 1
Rev. Rul. 97–16

Monthly Bond Factor Amountsfor Dispositions Expressed
Asa Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year

Month of
Disposition 1987¬ 1988¬ 1989¬ 1990¬ 1991¬ 1992¬ 1993¬ 1994¬ 1995¬ 1996¬ 1997

Jan ’97¬ 79.70¬ 82.08¬ 84.67¬ 87.70¬ 91.25¬ 95.32¬ 99.53¬ 103.58¬ 107.56¬ 111.85¬ 112.52
Feb ’97¬ 79.46¬ 81.83¬ 84.41¬ 87.43¬ 90.96¬ 95.00¬ 99.17¬ 103.18¬ 107.11¬ 111.28¬ 112.52
Mar ’97¬ 79.23¬ 81.59¬ 84.15¬ 87.16¬ 90.67¬ 94.69¬ 98.83¬ 102.81¬ 106.69¬ 110.79¬ 112.52

For a list of bond factor amounts
applicable to dispositions occurring dur-
ing other calendar years, see the follow-
ing revenue rulings: Rev. Rul. 90–60,
1990–2 C.B. 3, for dispositions occur-
ring during calendar years 1987, 1988,
and 1989; Rev. Rul. 90–88, 1990–2 C.B.
7, for dispositions occurring during cal-
endar year 1990; Rev. Rul. 91–67,
1991–2 C.B. 13, for dispositions occur-
ring during calendar year 1991; Rev.
Rul. 92–101, 1992–2 C.B. 9, for dispo-
sitions occurring during calendar year
1992; Rev. Rul 93–83, 1993–2 C.B. 6,
for dispositions occurring during calen-
dar year 1993; Rev. Rul. 94–71, 1994–2
C.B. 4, for dispositions occurring during
calendar year 1994; Rev. Rul. 95–83,
1995–2 C.B. 8, for dispositions occur-
ring during calendar year 1995; Rev.
Rul. 96–16, 1996–1 C.B. 3, for disposi-
tions occurring during the period Janu-
ary through March 1996; Rev. Rul.
96–33, 1996–27 I.R.B. 4, for disposi-
tions occurring during the period April
through June 1996; Rev. Rul. 96–45,
1996–39 I.R.B. 5, for dispositions oc-
curring during the period July through
September 1996; and Rev. Rul. 96–59,
1996–50 I.R.B. 4, for dispositions oc-
curring during the period October
through December 1996.

Section 338.—Certain Stock
Purchase Treated as Asset
Acquisitions
26 CFR 1.338–4: Asset and stock consistency.

T.D. 8710

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Revisions of the Section 338
Consistency Rules With Respect to
Target Affiliates That Are Controlled
Foreign Corporations

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final regulations.

SUMMARY: This document contains
final regulations relating to the consis-

tency rules under section 338 of the
Internal Revenue Code of 1986 that are
applicable to certain cases involving
controlled foreign corporations. The fi-
nal regulations substantially revise and
simplify the stock and asset consistency
rules. The final regulations include the
provisions of the consistency rules ap-
plicable to controlled foreign corpora-
tions contained in recent proposed and
temporary regulations. The final regula-
tions would affect taxpayers that own
controlled foreign corporations.

EFFECTIVE DATE: These regulations
are effectiveJanuary 20, 1997.

FOR FURTHER INFORMATION CON-
TACT: Kenneth D. Allison at (202)
622–3860 (not a toll-free number).

SUPPLEMENTARY
INFORMATION:

Background

This document contains final Income
Tax Regulations (26 CFR part 1) under
section 338 of the Internal Revenue
Code.
On January 20, 1994, temporary regu-

lations (T.D. 8516) were published in
the Federal Register (59 FR 2956)
under section 338 of the Internal Rev-
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enue Code. See 1994–1 C.B. 119. A
notice of proposed rulemaking (INTL–
0177–90) cross-referencing the tempo-
rary regulations was published in the
Federal Register for the same day (59
FR 3045). See 1994–1 C.B. 818. The
temporary regulations provided rules to
replace the asset and stock consistency
rules of §§ 1.338–4T and 1.338–5T.
The temporary regulations included con-
sistency rules applicable to certain cases
involving controlled foreign corporations
(CFCs).
No written comments responding to

the notice were received. No public
hearing was requested or held. The
proposed regulations under section 338
are adopted as revised by this Treasury
decision, and the corresponding tempo-
rary regulations are removed.

Explanation of Provisions

The preamble to the temporary and
proposed regulations (1994–1 C.B. 119)
contains a discussion of the provisions.
Changes to the temporary and proposed
regulations are noted below.
Section 1.338–4T(h)(3) of the tempo-

rary regulations is clarified by stating
that the basis of the stock of a con-
trolled foreign corporate target affiliate
is not increased by section 1248 earn-
ings attributable to the disposition of an
asset in which a carryover basis is taken
under this section.
Section 1.338–4T(h)(4) of the tempo-

rary regulations addresses a situation in
which the income or gain from the
disposition of a controlled foreign cor-
poration target affiliate (CFC T affiliate)
asset is not subject to the consistency
rules of paragraph (h)(2). The regulation
states that if a CFC T affiliate pays a
dividend to a target (T) or a domestic T
affiliate wholly or partially out of the
earnings generated by the disposition of
that asset, and the dividend increases the
basis of the T stock under § 1.1502–32,
then the basis of the stock of the CFC T
affiliate is reduced by the amount of the
dividend that was paid from the earn-
ings and profits resulting from the asset
disposition. This rule applies to any
actual dividend, amount treated as a
dividend under section 1248 (or that
would have been so treated but for
section 1291) or amount included in
income under section 951(a)(1)(B).
The final regulations retain this rule.

The final regulations also add a special
ordering rule, in § 1.338–4(h)(4)(ii),
clarifying that any such dividend is first

considered attributable to earnings and
profits resulting from the disposition of
the asset.
Section 1.338–4(h)(4)(ii) is clarified

to state that the basis of the stock of a
controlled foreign corporation may not
be reduced below zero under the car-
ryover basis rules of § 1.338–4.
Section 1.338–4(h)(2)(iv)(A) and

§ 1.338–4(h)(4)(iii)(A) are added to al-
low the purchasing group in certain
instances to increase the basis of the
CFC T stock by the amount of either the
basis increase denied under § 1.338–
4(h)(2)(ii) or the basis reduction re-
quired under § 1.338–4(h)(4)(ii). The
rule applies when the purchasing group
disposes of an asset acquired from CFC
T that is subject to the consistency rules
to an unrelated party in a taxable trans-
action and includes in U.S. gross in-
come the greater of (i) the income or
gain equal to the basis amount denied to
the asset under either § 1.338–4(h)(2)(i)
or § 1.338–4(g) and § 1.338–4(h)(4)(i),
respectively, or (ii) the gain recognized
on the asset.
Similarly, § 1.338–4(h)(2)(iv)(B) and

§ 1.338–4(h)(4)(iii)(B) are added to al-
low the purchasing group to increase the
basis of an asset acquired from CFC T
that is subject to the consistency rules
by the basis amount denied to the asset
under either § 1.338–4(h)(2)(i) or
§ 1.338–4(g) and § 1.338–4(h)(4)(i).
The rule applies when the purchasing
group disposes of the stock of CFC T to
an unrelated party in a taxable transac-
tion and includes in U.S. gross income
the greater of (i) the gain equal to the
basis increase denied under § 1.338–
4(h)(2)(ii) or the basis reduction re-
quired under § 1.338–4(h)(4)(ii), respec-
tively, or (ii) the gain recognized in the
stock.

Special Analyses

It has been determined that this final
regulation is not a significant regulatory
action as defined in EO 12866. There-
fore, a regulatory assessment 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 be-
cause the notice of proposed rulemaking
preceding the regulations was issued
prior to March 29, 1996 the Regulatory
Flexibility Act (5 U.S.C. chapter 6) does
not apply. Therefore, a regulatory flex-
ibility analysis is not required. Pursuant
to section 7805(f) of the Internal Rev-
enue Code, the notice of proposed

rulemaking preceding these regulations
was submitted to the Small Business
Administration for comment on its im-
pact on small businesses.

Drafting Information

The principal author of these regula-
tions is Kenneth D. Allison of the Office
of Associate Chief Counsel (Interna-
tional), IRS. However, other personnel
from the IRS and Treasury Department
participated in their development.

* * * * *

Adoption of Amendments to the Regula-
tions

Accordingly, 26 CFR part 1 is
amended as follows: PART 1—IN-
COME TAXES
Paragraph 1. The authority citation for

part 1 is amended by removing the entry
for Section 1.338–4T(h) to read as fol-
lows:
Authority: 26 U.S.C. 7805 * * *
Par. 2. In § 1.338–0, the outline of

topics is amended by revising the entry
for § 1.338–4(h) and removing the entry
for § 1.338–4T to read as follows:

§ 1.338–0 Outline of topics.
* * * * *

§ 1.338–4 Asset and stock consistency.
* * * * *

(h) Consistency for target affiliates
that are controlled foreign corporations.
(1) In general.
(2) Income or gain resulting from

asset dispositions.
(i) General rule.
(ii) Basis of controlled foreign corpo-

ration stock.
(iii) Operating rule.
(iv) Increase in asset or stock basis.
(3) Stock issued by target affiliate

that is a controlled foreign corporation.
(4) Certain distributions.
(i) General rule.
(ii) Basis of controlled foreign corpo-

ration stock.
(iii) Increase in asset or stock basis.
(5) Examples.

* * * * *
Par. 3. Section 1.338–4 is amended as

follows:
1. Paragraph (a)(5) is amended by

removing the language ‘‘Section 1.338–
4T(h)’’ and adding ‘‘Paragraph (h) of
this section’’ in its place.
2. Paragraph (c)(4) is amended by

removing the language ‘‘§ 1.338–
4T(h)(2)’’ and adding ‘‘paragraph (h)(2)
of this section’’ in its place.
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3. Paragraph (d)(2)(iii) is amended by
removing the language ‘‘§ 1.338–
4T(h)(3)’’ and adding ‘‘paragraph (h)(3)
of this section’’ in its place.
4. Paragraph (g)(2) is amended by

removing the language ‘‘§ 1.338–
4T(h)(4)’’ and adding ‘‘paragraph (h)(4)
of this section’’ in its place.
5. Paragraph (h) is revised.
6. Paragraph (j)(3)9i)(A)(2) is

amended by removing the language
‘‘§ 1.338–4T(h)’’ and adding ‘‘para-
graph (h) of this section’’ in its place.
The revision reads as follows:

§ 1.338–4 Asset and stock consistency.

* * * * *

(h) Consistency for target affiliates
that are controlled foreign corpora-
tions—(1) In general. This paragraph
(h) applies only if target is a domestic
corporation. For additional rules that
may apply with respect to controlled
foreign corporations, see paragraph (g)
of this section. The definitions and no-
menclature of § 1.338–1(b) and (c) and
paragraph (e) of this section apply for
purposes of this section.
(2) Income or gain resulting from

asset dispositions—(i) General rule.In-
come or gain of a target affiliate that is
a controlled foreign corporation from
the disposition of an asset is not re-
flected in the basis of target stock under
paragraph (c) of this section unless the
income or gain results in an inclusion
under section 951(a)(1)(A), 951(a)(1)-
(C), 1291 or 1293.
(ii) Basis of controlled foreign corpo-

ration stock. If, by reason of paragraph
(h)(2)(i) of this section, the carryover
basis rules of this section apply to an
asset, no increase in basis in the stock
of a controlled foreign corporation under
section 961(a) or 1293(d)(1), or under
regulations issued pursuant to section
1297(b)(5), is allowed to target or a
target affiliate to the extent the increase
is attributable to income or gain de-
scribed in paragraph (h)(2)(i) of this
section. A similar rule applies to the
basis of any property by reason of
which the stock of the controlled foreign
corporation is considered owned under
section 958(a)(2) or 1297(a).
(iii) Operating rule.For purposes of

this paragraph (h)(2)—
(A) If there is an income inclusion

under section 951 (a)(1)(A) or (C), the
shareholder’s income inclusion is first
attributed to the income or gain of the
controlled foreign corporation from the

disposition of the asset to the extent of
the shareholder’s pro rata share of such
income or gain; and
(B) Any income or gain under sec-

tion 1293 is first attributed to the in-
come or gain from the disposition of the
asset to the extent of the shareholder’s
pro rata share of the income or gain.
(iv) Increase in asset or stock basis—

(A) If the carryover basis rules under
paragraph (h)(2)(i) of this section apply
to an asset, and the purchasing corpora-
tion disposes of the asset to an unrelated
party in a taxable transaction and recog-
nizes and includes in its U.S. gross
income or the U.S. gross income of its
shareholders the greater of the income
or gain from the disposition of the asset
by the selling controlled foreign corpo-
ration that was reflected in the basis of
the target stock under paragraph (c) of
this section, or the gain recognized on
the asset by the purchasing corporation
on the disposition of the asset, then the
purchasing corporation or the target or a
target affiliate, as appropriate, shall in-
crease the basis of the selling controlled
foreign corporation stock subject to
paragraph (h)(2)(ii) of this section, as of
the date of the disposition of the asset
by the purchasing corporation, by the
amount of the basis increase that was
denied under paragraph (h)(2)(ii) of this
section. The preceding sentence shall
apply only to the extent that the con-
trolled foreign corporation stock is
owned (within the meaning of section
958(a)) by a member of the purchasing
corporation’s affiliated group.
(B) If the carryover basis rules under

paragraph (h)(2)(i) of this section apply
to an asset, and the purchasing corpora-
tion or the target or a target affiliate, as
appropriate, disposes of the stock of the
selling controlled foreign corporation to
an unrelated party in a taxable transac-
tion and recognizes and includes in its
U.S. gross income or the U.S. gross
income of its shareholders the greater of
the gain equal to the basis increase that
was denied under paragraph (h)(2)(ii) of
this section, or the gain recognized in
the stock by the purchasing corporation
or by the target or a target affiliate, as
appropriate, on the disposition of the
stock, then the purchasing corporation
shall increase the basis of the asset, as
of the date of the disposition of the
stock of the selling controlled foreign
corporation by the purchasing corpora-
tion or by the target or a target affiliate,
as appropriate, by the amount of the
basis increase that was denied pursuant
to paragraph (h)(2)(i) of this section.

The preceding sentence shall apply only
to the extent that the asset is owned
(within the meaning of section 958(a))
by a member of the purchasing corpora-
tion’s affiliated group.
(3) Stock issued by target affiliate

that is a controlled foreign corporation.
The exception to the carryover basis
rules of this section provided in para-
graph (d)(2)(iii) of this section does not
apply to stock issued by a target affiliate
that is a controlled foreign corporation.
After applying the carryover basis rules
of this section to the stock, the basis in
the stock is increased by the amount
treated as a dividend under section 1248
on the disposition of the stock (or that
would have been so treated but for
section 1291), except to the extent the
basis increase is attributable to the dis-
position of an asset in which a carryover
basis is taken under this section.
(4) Certain distributions—(i) General

rule. In the case of a target affiliate that
is a controlled foreign corporation, para-
graph (g) of this section applies with
respect to the target affiliate by treating
any reference to a dividend to which
section 243(a)(3) applies as a reference
to any amount taken into account under
§ 1.1502–32 in determining the basis of
target stock that is—
(A) A dividend;
(B) An amount treated as a dividend

under section 1248 (or that would have
been so treated but for section 1291); or
(C) An amount included in income

under section 951(a)(1)(B).
(ii) Basis of controlled foreign corpo-

ration stock.If the carryover basis rules
of this section apply to an asset, the
basis in the stock of the controlled
foreign corporation (or any property by
reason of which the stock is considered
owned under section 958(a)(2)) is re-
duced (but not below zero) by the sum
of any amounts that are treated, solely
by reason of the disposition of the asset,
as a dividend, amount treated as a
dividend under section 1248 (or that
would have been so treated but for
section 1291), or amount included in
income under section 951(a)(1)(B). For
this purpose, any dividend, amount
treated as a dividend under section 1248
(or that would have been so treated but
for section 1291), or amount included in
income under section 951(a)(1)(B) is
considered attributable first to earnings
and profits resulting from the disposition
of the asset.
(iii) Increase in asset or stock ba-

sis—(A) If the carryover basis rules
under paragraphs (g) and (h)(4)(i) of
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this section apply to an asset, and the
purchasing corporation disposes of the
asset to an unrelated party in a taxable
transaction and recognizes and includes
in its U.S. gross income or the U.S.
gross income of its shareholders the
greater of the gain equal to the basis
increase denied in the asset pursuant to
paragraphs (g) and (h)(4)(i) of this sec-
tion, or the gain recognized on the asset
by the purchasing corporation on the
disposition of the asset, then the pur-
chasing corporation or the target or a
target affiliate, as appropriate, shall in-
crease the basis of the selling controlled
foreign corporation stock subject to
paragraph (h)(4)(ii) of this section, as of
the date of the disposition of the asset
by the purchasing corporation, by the
amount of the basis reduction under
paragraph (h)(4)(ii) of this section. The
preceding sentence shall apply only to
the extent that the controlled foreign
corporation stock is owned (within the
meaning of section 958(a)) by a member
of the purchasing corporation’s affiliated
group.
(B) If the carryover basis rules under

paragraphs (g) and (h)(4)(i) of this sec-
tion apply to an asset, and the purchas-
ing corporation or the target or a target
affiliate, as appropriate, disposes of the
stock of the selling controlled foreign
corporation to an unrelated party in a
taxable transaction and recognizes and
includes in its U.S. gross income or the
U.S. gross income of its shareholders
the greater of the amount of the basis
reduction under paragraph (h)(4)(ii) of
this section, or the gain recognized in
the stock by the purchasing corporation
or by the target or a target affiliate, as
appropriate, on the disposition of the
stock, then the purchasing corporation
shall increase the basis of the asset, as
of the date of the disposition of the
stock of the selling controlled foreign
corporation by the purchasing corpora-
tion or by the target or a target affiliate,
as appropriate, by the amount of the
basis increase that was denied pursuant
to paragraphs (g) and (h)(4)(i) of this
section. The preceding sentence shall
apply only to the extent that the asset is
owned (within the meaning of section
958(a)) by a member of the purchasing
corporation’s affiliated group.
(5) Examples.This paragraph (h) may

be illustrated by the following examples:
Example 1. Stock of target affiliate that is a

CFC. (a) The S group files a consolidated return;
however, T2 is a controlled foreign corporation.
On December 1 of Year 1, T1 sells the T2 stock to
P and recognizes gain. On January 2 of Year 2, P

makes a qualified stock purchase of T from S. No
section 338 election is made for T.
(b) Under paragraph (b)(1) of this section,

paragraph (d) of this section applies to the T2
stock. Under paragraph (h)(3) of this section,
paragraph (d)(2)(iii) of this section does not apply
to the T2 stock. Consequently, paragraph (d)(1) of
this section applies to the T2 stock. However, after
applying paragraph (d)(1) of this section, P’s basis
in the T2 stock is increased by the amount of T1’s
gain on the sale of the T2 stock that is treated as a
dividend under section 1248. Because P has a
carryover basis in the T2 stock, the T2 stock is not
considered purchased within the meaning of sec-
tion 338(h)(3) and no section 338 election may be
made for T2.
Example 2. Stock of target affiliate CFC; inclu-

sion under subpart F.(a) The S group files a
consolidated return; however, T2 is a controlled
foreign corporation. On December 1 of Year 1, T2
sells an asset to P and recognizes subpart F
income that results in an inclusion in T1’s gross
income under section 951(a)(1)(A). On January 2
of Year 2, P makes a qualified stock purchase of T
from S. No section 338 election is made for T.
(b) Because gain from the disposition of the

asset results in an inclusion under section
951(a)(1)(A), the gain is reflected in the basis of
the T stock as of T’s acquisition date. See
paragraph (h)(2)(i) of this section. Consequently,
under paragraph (b)(1) of this section, paragraph
(d)(1) of this section applies to the asset. In
addition, under paragraph (h)(2)(ii) of this section,
T1’s basis in the T2 stock is not increased under
section 961(a) by the amount of the inclusion that
is attributable to the sale of the asset.
(c) If, in addition to making a qualified stock

purchase of T, P acquires the T2 stock from T1 on
January 1 of Year 2, the results are the same for
the asset sold by T2. In addition, under paragraph
(h)(2)(ii) of this section, T1’s basis in the T2 stock
is not increased by the amount of the inclusion
that is attributable to the gain on the sale of the
asset. Further, under paragraph (h)(3) of this
section, paragraph (d)(1) of this section applies to
the T2 stock. However, after applying paragraph
(d)(1) of this section, P’s basis in the T2 stock is
increased by the amount of T1’s gain on the sale
of the T2 stock that is treated as a dividend under
section 1248. Finally, because P has a carryover
basis in the T2 stock, the T2 stock is not
considered purchased within the meaning of sec-
tion 338(h)(3) and no section 338 election may be
made for T2.
(d) If P makes a qualified stock purchase of T2

from T1, rather than of T from S, and T1’s gain
on the sale of T2 is treated as a dividend under
section 1248, under paragraph (h)(1) of this sec-
tion, paragraphs (h)(2) and (3) of this section do
not apply because there is no target that is a
domestic corporation. Consequently, the carryover
basis rules of paragraph do not apply to the asset
sold by T2 or the T2 stock.
Example 3. Gain reflected by reason of section

1248 dividend; gain from non-subpart F asset.(a)
The S group files a consolidated return; however,
T2 is a controlled foreign corporation. In Years 1
through 4, T2 does not pay any dividends to T1
and no amount is included in T1’s income under
section 951(a)(1)(B). On December 1 of Year 4,
T2 sells an asset with a basis of $400,000 to P for
$900,000. T2’s gain of $500,000 is not subpart F
income. On December 15 of Year 4, T1 sells T2,
in which it has a basis of $600,000, to P for
$1,600,000. Under section 1248, $800,000 of T1’s
gain of $1,000,000 is treated as a dividend.
However, in the absence of the sale of the asset by
T2 to P, only $300,000 would have been treated as

a dividend under section 1248. On December 30
of Year 4, P makes a qualified stock purchase of
T1 from T. No section 338 election is made for
T1. (b) Under paragraph (h)(4) of this section,
paragraph (g)(2) of this section applies by refer-
ence to the amount treated as a dividend under
section 1248 on the disposition of the T2 stock.
Because the amount treated as a dividend is taken
into account in determining T’s basis in the T1
stock under § 1.1502–32, the sale of the T2 stock
and the deemed dividend have the effect of a
transaction described in paragraph (g)(1) of this
section. Consequently, paragraph (d)(1) of this
section applies to the asset sold by T2 to P and P’s
basis in the asset is $400,000 as of December 1 of
Year 4.
(c) Under paragraph (h)(3) of this section, para-

graph (d)(1) of this section applies to the T2 stock
and P’s basis in the T2 stock is $600,000 as of
December 15 of Year 4. Under paragraphs (h)(3)
and (4)(ii) of this section, however, P’s basis in
the T2 stock is increased by $300,000 (the amount
of T1’s gain treated as a dividend under section
1248 ($800,000), other than the amount treated as
a dividend solely as a result of the sale of the
asset by T2 to P ($500,000)) to $900,000.

* * * * *

§ 1.338–4T [Removed]

Par. 4. Section 1.338–4T is removed.
Par. 5. In § 1.338(i)–1, paragraphs (a)

and (b) are revised to read as follows:

§ 1.338(i)–1 Effective dates.

(a) In general. Sections 1.338–1
through 1.338–5 (except § 1.338–4(h)),
1.338(b)–1, and 1.338(h)(10)–1 gener-
ally are applicable for targets with ac-
quisition dates on or after January 20,
1994. Section 1.338–4(h) is applicable
for targets with acquisition dates on or
after January 20, 1997. Section 1.338–
4T(h) (as contained in 26 CFR part 1 as
revised April 1, 1996) is generally appli-
cable for targets with acquisition dates
on or after January 20, 1994, and before
January 20, 1997.

(b) Elective retroactive application.A
target with an acquisition date on or
after January 14, 1992 and before Janu-
ary 20, 1994 may apply §§ 1.338–1
through 1.338–5, 1.338–4T(h) (as con-
tained in 26 CFR part 1 as revised April
1, 1996), 1.338(b)–1, and 1.338(h)-
(10)–1 by including a statement with its
return (including a timely filed amended
return) for the period that includes the
acquisition date to the effect that it is
applying all of these sections pursuant
to this paragraph (b). A target with an
acquisition date on or after January 14,
1992, and before January 20, 1997, may
choose to apply § 1.338–4(h) for the
period that includes the acquisition date
pursuant to paragraph (b) of this section.

* * * * *
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Margaret Milner Richardson,
Commissioner of Internal Revenue.

Approved January 13, 1997.

Donald C. Lubick,
Assistant Secretary of the Treasury.

(Filed by the Office of the Federal Register on
January 22, 1997, 8:45 a.m., and published in the

issue of the Federal Register for January 23, 1997,
62 F.R. 3458)
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