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sury published in th&ederal Registera tions more appropriately reflect the use afegulations to credits in general, the IRS
Treasury decision containing temporarattributes brought into a consolidatednd Treasury considered extending these
regulations which, in part, provide ruleggroup by SRLY members than do theprinciples to foreign tax credits (FTCs),
governing the absorption of certain tax atmember-by-member and year-by-yeaand to those losses associated with the
tribute carryovers and carrybacks frontules of the 1966 regulations. AccordFTC regime, namely, overall foreign
separate return limitation years (SRLYs)ingly, this document extends the princilosses (OFLs) and separate limitation
terminate the consolidated return changeles of the 1996 temporary regulations ttosses (SLLs). The IRS and Treasury were
of ownership rules, and make minothe general business credit and the mingoncerned that continued application of
changes to the computation of net sectiomum tax credit. In doing so, the IRS andhe principles of the 1966 regulations
1231 gains and losses for a group. ThEreasury have not attempted to addregsmember-by-member and year-by-year)
Treasury decision adopted without subthe issues which some commentatong these foreign attributes, and especially
stantive change rules that were proposdtave raised with respect to the applicatioto OFL and SLL accounts, could lead to
in 1991. The 1996 temporary regulationsf the SRLY limitations in general. inappropriate results. Taxpayers might
are effective for consolidated return yearRather, those issues will be addressed #tlopt structures in an attempt to achieve
beginning on or after January 1, 1997. connection with a review of comments reindefinite postponement of the recapture
The 1996 temporary regulations signifceived in response to the 1991 proposest SRLY OFLs and SLLs. Such postpone-
icantly modify SRLY loss rules which hadregulations, the 1996 temporary regulament would frustrate the neutrality princi-
been in place since 1966. The 1966 SRL¥ons and to the temporary regulationple that the SRLY rules are intended to
rules employed a member-by-membecontained in this document, prior to th&erve (i.e., that the decision to join a new
and year-by-year approach to determinexpiration of the 1996 temporary regulaaffiliated group should generally be unaf-
the limitation on SRLY attributes. Thetions in 1999. fected by considerations relating to the
1996 temporary regulations adopted a In general, a group may include absorption of pre-affiliation attributes).
subgroup and cumulative approach. Seeember's SRLY credits in the applicable Wwhile it was clear that application of
the preamble to NPRM for CO-078-9(consolidated section 38 credit or minithe 1966 principles to OFLs and SLLs
(56 F.R. 4228), reprinted at 1991-1 C.Bmum tax credit for a consolidated returshould not continue, it was less clear that
757. The 1996 temporary regulationsyear based on the member’s contributiorﬁppncaﬂon of the subgroup and cumula-
however, only apply the new approach tto the consolidated section 38(c) or contive principles of the temporary regula-
net operating loss and net capital loss caselidated section 53(c) limitation for alltjions would address all concerns. The
ryovers and carrybacks. They do notonsolidated return years. The contribusubgroup and cumulative principles are
change regulations containing limitationgion is based on the aggregate of the memeant to more closely parallel the absorp-
on the absorption of the following otherber’s share of the group’s tax liability fortion that would have taken place had the
tax attribute carryovers and carrybackselevant years. Such share is measureglember (or subgroup) continued filing
from SRLYs: general business creditsinder the principles of section 1552 an@eparate returns. The interaction of the
(81.1502-3), foreign tax creditsthe percentage method under §1.1502=TC regime (with its multiple baskets)
(81.1502-4), and overall foreign losse83(d)(3), assuming a 100% allocation 0fnd other provisions of the Internal Rev-
(OFLS) (§11502—9) any decreased tax I|ab|l|ty The ContribU'enue Code affecting international transac-
On December 30, 1992, the IRS antion may be a negative number, for examyjons, such as, for example, section
Treasury published in theederal Regis- ple, for a year in which the overall loss 0Bg4(e)(1) which allocates the interest ex-
ter a notice of proposed rulemaking conthe member offsets the income of Oth%ense of a member to income in various
taining rules regarding a group’s compumembers. In the case of the minimum tagaskets based on the group’s asset alloca-
tation of its alternative minimum tax andcredit, the temporary regulations providgjon, can make it difficult to determine
minimum tax credits. See 57 F.R. 62251an adjustment to avoid double countingyhat the member has contributed to the
as corrected by 58 F.R. 8027, reprinted #&br years in which the SRLY member conyroup. Furthermore, even with the adop-
1993-1 C.B. 799. The proposed reguldsibutes to the group’s AMT liability. tion of the subgroup and cumulative prin-
tions (Prop. Reg. §1.1502-55) do not ad- This document also adds an example {@pjes, taxpayers would likely have the
dress the application of SRLY limitations§1.1502-21T(c)(1) and §1.1502-23T(b)apjlity to transfer controlled foreign cor-
to the minimum tax credit. The examples assist taxpayers in CompUiyrations to new members or to cause op-

ing their cumulative registers by illustrat-grations to be assumed by new members,
ing the concept of cumulative contribunereby delaying indefinitely the recap-
The IRS and Treasury believe that it i$ion © consolidated net capital gain angre of OFLs and SLLs subject to SRLY.
appropriate to apply a single set of SRL¥ONsolidated taxable income and the char- The |RS and Treasury have decided,
principles to all attributes that are subjec?Cter Of section 1231 items for purpoSegerefore, that the principles of SRLY are

to SRLY limitations. Unnecessary com-Of the relevant registers. not served by applying SRLY limitations

B. Extension of 1996 Principles

plexity would result from applying differ- ~ treatment of Foreign Tax Credits. to OFL and SLL accounts of corporations
ent principles to different attributes. Inad- | 5 and SLLs joining a group. Thus, this document
dition, the IRS and Treasury believe that amends portions of §1.1502-9 to elimi-

the subgroup and cumulative principles In considering the application of thenate SRLY restrictions on OFL recapture.
embodied in the 1996 temporary regulanew SRLY principles in the temporaryA new member’s SRLY OFL account will
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be added to the similar consolidated OFkate return limitation years. Available datagraph (c) applies to consolidated return
account of the group. For similar reasonsndicates that many consolidated returgears beginning before January 1, 1997.
and to avoid an imbalance in the applicéilers are large companies (not small busiSee §1.1502-3T(c) for the rule that limits
tion of the FTC regime, the IRS and Treanesses). In addition, the data indicates théte group’s use of a section 38 credit car-
sury have decided that SRLY limitationsan insubstantial number of consolidatedyover or carryback from a SRLY for a
should not apply to FTCs of corporationseturn filers that are smaller companiesonsolidated return year beginning on or
joining a group. This document alschave credit carryovers or carrybacks, andfter January 1, 1997. For taxable years
amends 8§1.1502—-4(f) such that, in the fuhus even fewer of these filers have credifot subject to §1.1502-3T(c), prior law
ture, there will be no SRLY limitation on carryovers or carrybacks that are subjeefpplies. See §1.1502-3 (c) in effect prior
the use of a member’s separate year FT@s the separate return limitation yeato January 12, 1998, (§1.1502-3(c) as
by the group. Other limitations on the useules. Therefore, a Regulatory Flexibilitycontained in the 26 CFR part 1 edition re-
of separate year FTCs continue to applfnalysis under the Regulatory Flexibilityvised April 1, 1997) for prior law.

See, for example, section 383. Act (5 U.S.C. chapter 6) is not required. (d) Examples(1) * * *

These amendments apply to corporaPursuant to section 7805(f) of the Internal (2) Examples (2) and (3) of this para-
tions becoming members of a group. TheRevenue Code, the notice of proposegraph (d) do not apply to consolidated re-
do not address the apportionment of atulemaking accompanying these regulaurn years beginning on or after January
tributes to corporations that cease ttions is being sent to the Small Business, 1997. For consolidated return years be-
members of a group. Therefore, they onhAdministration for comment on their im-ginning on or after January 1, 1997, see
partially address the issues presented pact on small businesses. §1.1502-3T(d) .
applying the OFL and SLL rules to . . (e) ***
groups. In pal’ticular, the IRS and TreaDraftlng Information (3) Specia| effective datd&.his para-
sury recognize that the retention of the the principal author of these regulagraph (e) applies to a consolidated return
notional account system of 81.1502-9 fofiong js Roy A. Hirschhorn of the Office change of ownership that occurred before
members that cease to be members is igr assistant Chief Counsel (Corporate)January 1, 1997.

consistent with the rationale for removingy o, personnel from the IRS and Trea- e

the SRLY limitation for FTCs and OFL g,y participated in their development. . .

accounts. The notional account system Par. 3. Section 1.1502-3T is added to
may result in a member’s taking from the O T S read as follows:

group an OFL or SLL account that is un-Adoption of Amendments to the ) )

related to the member’s activities and fuz oo §1.1502-3T Consolidated investment
ture income. Accordingly, the IRS and" 9 credit (temporary).

Treggury expect in the near future to issue Accordingly, 26 CFR part 1 is amended (a) and (b) [Reserved]. For further
additional amendments to §1.1502-9s follows: guidance, see §1.15023(a) and (b).

One approach under consideration would S )
) - DART 1—INCOME TAXES (c) Limitation on tax credit carryovers
replace the notional account system witf? and carrybacks from separate return limi-

anew system that apportions accounts to Paragraph 1. The authority citation fotation years—(1) General rule.The ag-
a departing member based on the mem- . ) o ) .

) part 1 is amended by adding entries in ni@gregate of a member’s unused section 38
ber’s share of group assets that would

) . merical order to read in part as follows: credits arising in SRLYs that are included
produce income subject to recapture.

Authority: 26 U.S.C. 7805 * * * in the consolidated section 38 credits for
Effective Date Section 1.1502-3T also issued undeall consolidated return years of the group
26 U.S.C. 1502. may not exceed—

The temporary amendments are applic- Section 1.1502-9T also issued under (i) The aggregate for all consolidated
able to consolidated return years begirpe U.S.C. 1502. * * * return years of the member’s contribu-
ning on or after January 1, 1997. Section 1. 1502-55T also issued undéions to the consolidated section 38(c)

26 U.S.C. 1502. * * * limitation for each consolidated return

Special Analyses Par. 2. Section 1.1502—-3 is amended byear; reduced by

It has been determined that this Treaadding paragraphs (c)(3) and (e)(3) and (ii) The aggregate of the member’s sec-
sury decision is not a significant regulaby designating the text following thetion 38 credits arising and absorbed in all
tory action as defined in EO 12866 heading of paragraph (d) as paragraptonsolidated return years (whether or not
Therefore, a regulatory assessment is n()() and adding paragraph (d)(2) to readbsorbed by the member).
required. It is hereby certified that thesé@s follows: (2) Computational rules-(i) Mem-
regulations do not have a significant ecoz . . ber’s contribution to the consolidated
no?nic impact on a substant?al number 0 1.1502-3 Consolidated investment section 38(c) limitationlf the consoli-

small entities. This certification is baseocred't' dated section 38(c) limitation for a con-
on the fact that these regulations princi- O solidated return year is determined by
pally affect persons filing consolidated reference to the consolidated tentative
federal income tax returns that have car- (c) * * * minimum tax (see section 38(c)(1)(A)),

ryover or carryback of credits from sepa- (3) Special effective dat&.his para- then a member’s contribution to the con-
1998-10 |.R.B. 25 March 9, 1998



solidated section 38(c) limitation for suchcount in computing the limitation under§1.1502—21T(c)(2) apply for purposes of
year equals the member’s share of thgection 38(c) are not taken into accourthis paragraph (c). The predecessor and
consolidated net income tax minus thé computing the member’s share of theuccessor principles under §1.1502—
member’s share of the consolidated tent@onsolidated net income tax, etc. (Se@1T(f) also apply for purposes of this
tive minimum tax. If the consolidatedfor example, the taxes described in se@aragraph (c).
section 38(c) limitation for a consoli-tion 26(b) that are disregarded in comput- (3) Effective dateThis paragraph (c)
dated return year is determined by refeiing regular tax liability.) Also, the group applies to consolidated return years be-
ence to the consolidated net regular tamay apportion all or a part of the $25,00@inning on or after January 1, 1997. How-
liability (see section 38(c)(1)(B)), then aamount (or lesser amount if reduced bgver, a group does not take into account a
member’s contribution to the consoli-section 38(c)(3)) for any year to one otonsolidated taxable year beginning be-
dated section 38(c) limitation for suchmore members. fore January 1, 1997, in determining a
year equals the member’s share of the (i) Years included in computatioRor member’s (or subgroup’s) contributions
consolidated net income tax minus 2purposes of computing the limitationto the consolidated section 38(c) limita-
percent of the quantity which is equal taunder this paragraph (c), the consolidate§on under this paragraph (c). See also
so much of the member’s share of theeturn years of the group include onlygq 1502-3 ().
consolidated net regular tax liability lesshose years, including the year to which a () Example.(1) The following exam-
its portion of the $25,000 amount specieredit is carried, that the member has begfle illustrates the provisions of paragraph
fied in section 38(c)(1)(B). The groupcontinuously included in the group’s conqc) of this section:
computes the member~s shares by applgelidated return, but exclude—
ing to the respective consolidated (A) For carryovers, any years ending Example.(i) P, the common parent of the P
amounts the principles of section 1552after the year to which the credit is cargroup, acquires all the stock of T at the beginning of
and the percentage method undered; and Yea.r 2.T carri_es over an unused section 38 general
§1.1502—33(d)(3), assuming a 100% al- (B) For carrybacks, any years endin@“s'“ess credit from Year 1 of $100,000. The table
. AN . . . elow shows the group’s net consolidated income
location of any decreased tax liability.after the year in which the credit arose. tax, consolidated tentative minimum tax, and con-
The group must make proper adjustments (iii) Subgroups and successoiche

) > e solidated net regular tax liabilities, and T's share of
so that taxes and credits not taken into aS&RLY subgroup principles undersuch taxes computed under the principles of sectyon

P’s share of T's share of
Year 2 Group col. 1 col. 1
1. consolidated taxable income $2,000 $1,200 $800
2. consolidated net regular tax $700 $420 $280
3. consolidated alternative minimum taxable income $4,000 $3,200 $800
4. consolidated tentative minimum tax $800 $640 $160
5. consolidated net income tax $800 $520 $280
6. greater of line 4 or 25% of (line 2 minus $25,0@0)the group $800
7. consolidated §38(c) limitation (line 5 minus line 6) $0

1552 and the percentage method under §1.1502-33 (ii) The amount of T’s unused section 38 creditsentative minimum tax for Year 2. Therefore, T's
(d) (3), assuming a 100% allocation of any defrom Year 1 that are included in the consolidted se@ontribution to the consolidated section 38(c) limita-
creased tax liability, for Year 2. (The effects of thetion 38 credits for Year 2 may not exceed T's contion for Year 2 equals its share of consolidated net
lower section 11 brackets are ignored, there are niobutifn to the consolidated section 38(c) limitation.income tax minus its share of consolidated tentativi
other tax credits affecting a group amount or ment¥or Year 2, the group determines the consolidategiinimum tax. T’s contribution is $280,000 minus

ber’s share, and $1, 000s are omitted.)

P’s share of T's share of
Year 3 Group col. 1 col. 1
1. consolidated taxable income $1,200 $1,500 $(300)
2. consolidated net regular tax $420 $525 $(105)
3. consolidated alternative minimum taxable income $1,500 $1,700 $(200)
4. consolidated tentative minimum tax $300 $340 $(40)
5. consolidated net income tax $420 $525 $(105)
6. greater of line 4 or 25% of (line 2 minus $25,0@0)the group $300
7. consolidated §38(c) limitation (line 5 minus line 6) $120
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has a consolidated section 38 limitation of zero, it (@) through (e) [Reserved]. For furtheiconsolidated return year beginning on or
may not include any of T's unused section 38 creditgjidance, see §1.1502—4 (a) through (e)after January 1, 1997, as a corporation
in t(ri]iie)c'l?hn:cf)(l)lﬁg\t;?] Sf;gloe”SSOSJSC’S':;;g:Tﬁ%ﬁa_ (f) Limitation on unused foreian taxjoining the group on such first day. An
tion for the group fogr Year 3: carryover or carryback from separate re-overall foreign loss that is part of a net op-
turn limitation yearsSection 1.1502—4(f) erating loss or net capital loss carryover
(iv) The amount of T's unused section 38 creditgjges not apply to consolidated returfirom a separate return limitation year of a
:;’Cmﬁo\;eg; irg&its?(;f\'(gzlrugﬁia;nnt:teeiggzglﬁzt:%ears beginning on or after January Imember that is absorbed in a consolidated
gregate contribution to the consolidated sectiod997. For consolidated return years beeturn year beginning on or after January
38(c) limitation for Years 2 and 3. For Year 3, theginning on or after January 1, 1997, 4, 1997, shall be added to the appropriate
group determines the consolidated section 38(c) lingroup shall include an unused foreign tagonsolidated overall foreign loss account
itation by reference to the consolidated tentativgyf 5 member arising in a SRLY withoutin the year that it is absorbed. For consoli-
trg'?r']r:‘gnt;;igc’;tzzasre?gﬁzzeégicc’;eﬁ;ifa;g:t;fr“\t('ggrregard to the contribution of the membedated return years beginning on or after
3 equals its share of consolidated net income t4 consolidated tax liability for the con-January 1, 1997, similar principles apply
minus its share of consolidated tentative minimungolidated return year. to overall foreign losses when there has
tax. Applying the principles of section 1552 and (g)(1) and (2) [Reserved]. For furtherbeen a consolidated return change of own-
§1.1502-33(d) (taking into account, for 9xamp'eguidance, see §1.1502—4 (g) (1) and (2).ership (regardless of when the change of
Lhnager ;l?fssg'zv_%;z;nr'gﬁ;;”ictisplgc;fs'fs6:2::}:@? ~ (9)(3) Pecial effective date for CRCOownership occurred).
sorbed by the group), T's contribution is $(105’000?imitation. Section 1.1502-4(g) applies to (b)(2) through (f) [Reserved]. For fur-
minus $(40,000), or $(65,000). T's /acgregate contrié consolidated return change of ownetther guidance, see §1.1502-9(b)(2)
butions to the consolidated section 38(c) I~hitatioship that occurred before January 1, 199%rough (f).
for Years 2 and 3 is $120,000 + $(65,000), or pgr, 6, |In §1.1502-9, paragraph (a) is Par. 8. In §1.1502-21T, paragraph (c)
$55,000. The group may include $55,000 of T's Yeay, o 1y by adding a sentence at the eft (iii) is amended by addingxample 5

1 unused sectio 38 credits in its consolidated section
38 tax credit in Year 3. of the paragraph to read as follows: to read as follows:

(2) This paragraph (d) applies to con81.1502-9 Application of overall foreign §1.1502-21T Net operating losses

solidated return years beginning on ol0Ss recapture rules to corporations filing (temporary).
after January 1, 1997. See also §1.150£0nsolidated returns.

3(d) for years prior to January 1, 1997. (a) In general. *** See §1.1502—

(e) and (glligggrvsed]‘ FO(; further glJIOI'9T(b)(1)(v) for the rule that ends the sepa- () ***
ance, see si. —3(e) and (f). ate return limitation year limitation for (1) ***

r
Par. 4. Section 1.1502—4 is amended b . A FE ko %

) onsolidated return years beginning on or (iii)
adding new paragraphs (f) (3) and (g) (3 fter January 1 1993; 9 9
to read as follows: ' '

* * * * *

Example 5. Dual SRLY registers and accounting

* * * * * for SRLY losses actually absorbéi.In Year 1, T
§1.1502—4 Consolidated foreign tax ) ) sustains a $100 net _ope_rating loss and a $50 net cap-

credit Par. 7. Section 1.1502-9T is added twal loss. At the beginning of Year 2, T becomes a

’ read as follows: member of the P group. Both of T's carryovers from

* * * * * Year 1 are subject to SRLY limits under this para-

§1.1502-9T Application of overall foreigngraph (c) and §1.1502-22T(c). The members of the

(f) * % % loss recapture rules to Corporations filing P group contribute the following to the consolidated

. . . . taxable income for Years 2 and 3 (computed without

_ (3) _SpeC|aI effective date ending SRL¥onsolidated returns (temporary). regard to T's CNOL deduction under §1.1502-21T
limitation. See §1.1502-4T(f) for the rule or net capital loss carryover under §1.1502—22T):

that ends the SRLY limitation with re- (@) and (b) introductory text through

spect to foreign tax credits for consoli{P)(1)(Iv) [Reserved]. For further guid—l P T
dated return years beginning on or aﬁeﬁ)ﬁcetéiteteh?oldlﬁ()(ﬁ)_g()l()a()i\/?nd (b) introdur—— p— 10
January 1, 1997. y 9n V).

(g) * ** (b)(1)(v) Special effective date for SRLY (SRLY) capital (50)

(3) Special effective date for crcdiMmitation. Sections 1.1502-9(b)(1)(iii) ordinary | 30 60
limitation. See §1.1502-4T(g)(3) for the@"d (V) apply only to consolidated returr

rule that ends the CRCO limitation withY®2a"s beginning before January 1’_ 19_9 Year2 captal 0 €
respect to a consolidated return change Epr consolidated return years beginnin ordinary 10 40
ownership that occurred on or after Jan2" OF after January 1, 1997, the rules ¢y, capital 0 30
ary 1, 1997 81.1502-9(b)(1)(ii) shall apply to overall
' ' foreign losses from separate return years (ii) For Year 2, the group computes separate
* * * * * that are separate return limitation year§RLY limits for each of T's SRLY carryovers from

. . ; a Year 1. Under normal Internal Revenue Code rules, it

Par. 5. Section 1.1502-4T is added tglor.pu_rposei of appl);lr?g §l.150tZ 9t(b)determines its ability to use its capital loss carryover

read as follows: (1)(ii) in such years, the group treats Before it determines its ability to use its ordinary loss

) ) member with a balance in an overall forzarryover. Under section 1211, because the group has
§1.1502-4T Consolidated foreign tax  eign loss account from a separate retui Year 2 capital gain, it cannot absorb any capital
credit (temporary). limitation year on the first day of the firstlosses in Year 2. T's Year 1 net capital loss and the

1998-10 I.R.B. 27 March 9, 1998



group’s Year 2 consolidated net capital loss fall o limitation for a consolidated return year

which is attributable to T) are carried over to Year 3 P T equals the member’s share of the consoli-
(iii) Under this section, the aggregate amount g v . - . .
ear 1 ordinal
T's $100 NOL carryover from Year 1 that may be in- i dated net regul_ar tax IIabI“Fy mlr_]u_s its
cluded in the CNOL deduction of the group for Year 7 (SRLY) capital (20) share of consolidated tentative minimum

may not exceed $60—the amount of the consolidatg tax. The group computes the member’s
_taxable_ income computed by refer_ence only to T’ shares by applying to the respective con-
items, including losses and deductions to the exte| vear 2 capital 70 0 solidated amounts the principles of sec-

actually absorbed (i.e., $60 of ordinary income fo .
Year 2). Thus, the group may include $60 of T's ordi §1231 (60) 30 tion 1552 and the percentage method

nary loss carryover from Year 1 in its Year 2 CNOL under 81.1502-33(d)(3), assuming a
deduction. T carries over its remaining $40 of its Year 100% allocation of any decreased tax lia-

i) Under section 1231, if the section 1231 losses ... .
1loss to Year 3. W lity. The group makes proper adjust-

) ) ble year exceed the section 1231 gai
iv) For Year 3, the group again computes se ara}gr any taxable y 9 :
SR(LY) limits for each gf T’E S??LY carrSovers fr%m or such taxable year, such gains and losses af@€Nts SO that taxes and credits not taken

Year 1. The group has consolidated net capital gafféated @s ordinary gains or losses. Because theifito account in computing the limitation
(without taking into account a net capital loss carrydroUP’s section 1231 losses, $(6,0)’ exceed the sqinder section 53(c) are not taken into ac-
over deduction) of $30. Under 1.150222T(c), the agIlon 1231 gains, $30, the P group’s net loss is treateéim'“,]t in computing the member’s share of

, . s ordinary loss. T's net section 1231 gain has th .
gregate amount of T's $50 capital loss carryover frorft y g e consolidated net regular tax, etc. (See,

Year 1 that may be included in computing the group’S@Me character as the P group’s consolidated net s . -
consolidated nit capital gain for al Searsgof thg gm‘L jon 1231 loss, so T's $30 of section 1231 income if0r example, the taxes described in sec-

(here Years 2 and 3) may not exceed $30 (the aggfeg@ted as ordinary income for purposes applyinion 26(b) that are disregarded in comput-
gate consolidated net capital gain computed by refep+-1502-22T(c). under 81.1502-22T(c), the group'ing regular tax liability.)

ence only to T's items, including losses and dedu&olns?”fjrjat?td net_ceg)(;tall\lgain tife;?rmingtdlt?y reference 2y Adjustment for Year in which alter-
- ; ; in i@nly to T's items is $0. None of T's capital loss carry- . . . . .
tions actually absorbed (i.e., $30 of capital gain if™Y P y ative minimum tax is paiéror a consoli-

; ) from Year 1 may be taken into account in Yea!
Year 3)). Thus, the group may include $30 of T's YeafVe" : .
1 capital loss carryover in its computation of consoli?: dated return year for which consolidated

dated net capital gain for Year 3, which offsets the . ) tentative minimum tax is greater than con-
group’s capital gains for Year 3. T carries over its re- Par. 10. SeCtlo_n 1.1502-55T is add?golidated regular tax liability, the group re-
maining $20 of its Year 1 loss to Year 4. The groupinder the undesignated center heading,ces the member’s share of the consoli-
carries over the Year 2 consolidated net capital loss ﬁSpeciaI Taxes and Taxpayers” to read a%ated tentative minimum tax by the

Year 4. . .
follows: member’s share of the consolidated alter-

(v) Under this section, the aggregate amount of T's } -
NOL carryover from Year 1 that may be included ing1 1502-55T Computation of alternative native minimum tax for the year. The
group determines the member’s share of

the CNOL deduction of the group for Years 2 and :?ninimum tax of consolidated groups
consolidated alternative minimum tax for

may not exceed $100, which is the amount of the i%-gem orary)
gregate consolidated taxable income for Years 2 an p Y). ayear using the same method it uses to de-

determined by reference only to T’s items, including

ordinary 10 20

losses and deductions actually absorbed (i.e., $60 of (a) through (h)(3) [Reserved]. termine the member’s share of the consoli-
ordinary income in Year 2 plus $40 of ordinary in-  (h)(4) Separate return year minimumdated minimum tax credits for the year.
come, $30 of capital gain, and $30 of SRLY capitatax credit. (3) Years included in computatioRor
I?SSeZ gg(t)uaflg’ abS(;J_rbedlin Year 3). The group if21- (i) and (ii) [Reserved]. purposes of computing the limitation
gn& i du%tiorf_oli r'::;ymﬁj d?;?;‘gﬁ';gfﬂ;egzo (ii)(A) Limitation on portion of sepa- under this paragraph (h)(4)qiii), the con-
of the carryover in its Year 3 CNOL deduction. rate return year minimum tax credit aris-solidated return years of the group include

ing in separate return limitation years.only those years, including the year to
The aggregate of a member’s minimunwhich a credit is carried, that the member

Par. 9. In 81.1502-23T, paragraphs (kpx credits arising in SRLYs that are inhas been continuously included in the
and (c) are redesignated as paragraphs @tlided in the consolidated minimum taxgroup’s consolidated return, but exclude
and (d), and a new paragraph (b) is addexdledits for all consolidated return years ofiny years after the year to which the
to read as follows: the group may not exceed— credit is carried.

(1) The aggregate for all consolidated (4) Subgroup principlesThe SRLY
return years of the member’s contribusubgroup principles under §1.1502—-
tions to the consolidated section 53(c21T(c)(2) apply for purposes of this para-
limitation for each consolidated returngraph (h)(4)(iii). The predecessor and
year; reduced by successor principles under §1.1502—-

(b) ExampleThe following example il-  (2) The aggregate of the member’'21T(f) also apply for purposes of this
lustrates the provisions of this section: minimum tax credits arising and absorbegaragraph (h) (4) (iii).

Example. Use of SRLY registers with net gains ani(rj1 all consolidated return years (whether (C) “Effectiye date.‘l’his.paragraph

net losses under section 128)n Year 1, T sustains ©Of NOt absorbed by the member). (h)(4)(iii) applies to consolidated return

a $20 net capital loss. At the beginning of Year 2, T (B) Computational rules-(1) Mem- years beginning on or after January 1,
becomes a member of the P group. T's capital logser’s contribution to the consolidated sec1997. However, a group does not take
gf’l‘”lyggze_rgrz‘f(‘c\)(e?:é ismzlrl:tl')‘zcrtst‘(’n?;gp'imfu””Ssrtion 53(c) limitation.Except as provided into account a consolidated taxable year
ribute the following to the consolidated i ol the special rule of paragraph (h)(4)(iii)-beginning before January 1, 1997, in de-
come for Year 2 (computed without regard to T's netB)(2) Of this section, a member’s contritermining a member’s (or subgroup’s)

capital loss carryover under §1.1502— 22T): bution to the consolidated section 53(cgontributions to the consolidated section
March 9, 1998 28 1998-10 I.R.B.

* * * * *

81.1502—-23T Consolidated net section
1231 qain or loss (temporary).

* * * * *
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