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sumMapaY: This document contains final
regulations that provide guidance on
determining the value ol a loss
corporation following an ownership
change to which section 382(1}{6) of the
Internal Revenue Code of 1988 applies.
Under sections 382 and 383, the value
of the loss corperation, together with
certain other factors, determines the rate
at which certain pre-change tax
attributes may be used to offset post-
change income and tax liability, These
rules are nesded to provide guidance to
taxpayers concerning compliance with
sections 382 and 383, .
DATES: These regulations are effective as
of March 17, 1894, .

For date of applicability of §1.382-9,
see §1.382-9(p).
FOR FURTHER INFORMATION CONTACT:
Robert Liquerman of the Office of the
Assistant Chief Counsel (Corporate),
Office of Chiel Counsel, Intemnal
Revenue Service, 1111 Constitution
Avenue NW., Washington, BC 20224
{Attention CC:DOM:CORP:T:R) or .
telephone (202) 622-7750 {not a toli-free
number).

SUPPLEMENTARY iNFORMATION:
.Paperwork Reduction Acl

The collections of information
containgd in these final regulations have
been reviewed and approved by the
Office of Management and Budget in
accordance with the requirements of the
Paperwork Reduction Act (44 U.S.C.
3504(h)} under control number 1545—
1324. The estimated annual burden per
respondent with respect to the §1.382-
9{ij election varies from 5 to 30 minutes,
depending on-individuai circumstances,
with an estimated average of 15
minutes. The estimated annual burden
per respondent with respect to the
§1.382-9(p)(2) election varies from 5 to
39 minutes, depending on individual
circumstances, with an estimated
average of 15 minutes.

These estirnates are approximations of
the average time expecied to be
necessary for a collection of
information. They are based on such
information as is available to the
Internal Revenue Service. Individual
respondents or recordkeepers may
require more or less time, depending on
their paiticular circumstances.

Comments conceming the accuracy of
these burden estimates and suggestions
for reducing these burdens should be
directed to the Internal Revenue
Service, Attn: IRS Reports Clearance
QOfficer, T:FP. Washington, DC 20224,
and to the Office of Management and
Budget, Attn: Desk Officer for the
Department of the Treasury, Office of

information and Reguiatary Affairs,
Washingion, DC 20503,

The collections of information in this
regulalion are in §§ 1.362-9(i) and
1.382~-3(pH2}. This information serves
as evidence ol an election to apply
section 382{1}(6) of the Internal Revenue
Code (Code} in lieu of section 382(1}(5)
and an election to apply retroactively
the provisions of the final regulations.
The information is required by the
Intetnal Revenue Service to assure that
a loss corporation uses the proper
amount of carryover attribules fotlowing
specified types of ownership changes,

Background

This document contains final
regulations to be added to 26 CFR part
1 under section 382 of the Code. The
Service published proposed
amendments to the regulations under
section 382 in the Federal Register on
August 6, 1992 (57 FR 34736). See also
1992— 2 C.B. 616. The rules are effective
with respect to any ownership change
occurring on or after March 17, 1994.
However, a loss corporatich may elect to

-apply the rules in the final regulations

in their entirety to any ownership
change occurring belore March 17, 1994,
including ownership changes to which
section 382{1){5) applied. Written
comments were received, but no public
hearing was held as none was requested.

Explanalion of Provisions

Section 382(1)(6) of the Code provides
a special valuation rule for certain
ownership changes that result from a
title 11 or similar case to which section
382(1}{5) does not apply. Under this
special valuation rule, the value of the
loss corporation reflects any increase in
value resulting from any sumrender or
canceliation of creditors” claims in the
bankrupicy transaction. The proposed
reguiations provide rules regarding the
application of this special valuation rule
and the coordination of that rute with
other statutory rules related 1o the value
of a loss corporation.

The proposed regulations. with a few
changes to respond to comments, are
adopied as final regulations. The
changes, as well as certain comments
and supgestions that were not adopled
in the final regulations. are discussed
below.

The proposed regulations provide that
the value of a loss corporation under the
special valuation rule of section
382(1)(6) of the Code is the lesser of the
value of its stock immediately alter the
ownership change. or the value of its
assets {delermined without regard to
liobilities) immediately before the
ownership change. The proposed
regulations further provide that the

value ol the loss corporation’s pre-
change assets is reduced by the amount
ol any capital contribution te which
section 382()(1) applies. The proposed
regulations could be read to require
such a reduction even :n cases in which
the vaiue of the pre-change assets would
not reflect the value of the cortributed
assets, as would be the case, for
example, when the contribution is
concurrent with the ownership change.
To avoid this possibility, the final
regulations provide that the value of the
pre-change assets of the loss corporation
is determined without regard 1o any
capital contribution to which section
382(1){1) applies.

Section 382(1}(S)(H) of the Code
allows s loss corporation to elect not o
have the provisions of section 382(1)(3)
apply. The proposed regulations
provide that this election rmust be made
by the due date (including extensions)
of the loss corporation’s retumn for the
taxable year in which the ownership
change occurs. The proposed
regulations also provide that this
election is irrevocable. One commenter
suggested that the final regulations
allow a taxpayer to file an election afier
the prescribed due date upon a showing
of reasonable cause. The commenter
also suggested that taxpayers be allowed
1o revoke an election.

The Treasury and the Service believe
that the general standards and
procedures ynder § 301.9100-1 of the
Procedure and Administrative
Regulations provide adequate telief for
taxpayers seeking to make 3 retroactive
election under section 382(1}(5)(H) of
the Code for an ownership change
occurting on of after March 17, 1994. A
specific regulatory provision atiowing
an election afier the prescribed due date
or sllawing revocation of an election
would inappropriztely aliow Lhe loss
corporation the benefit of hindsight 1o
determine the relative advantages of
sections 382(1){5) and 382{k)(&}.
Therelore. the final regulations retain
the rules of the proposed regulations
that the election is irrevocable and must
be made on the return of the ioss
corporation Jor the taxable yvear
including or ending with the change
date. Because of uncenainties that
exisied with respect 1a the application
of sections 382(1)(5) and 362(1}(6} belore
issuance of final regutations,
transitional rules are provided in
§§1.382-9(dUB)(ii) and (pl(2} that allow
taxpavers lo retroactively file or revoke
2 prior section 382{1)(5)(H) election for
an ownership change occurring before
March 17, 1994,

A commenter suggested that the final
regulations clarify that 2 loss
corpotation need not use liquidation
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value .o determuning the value of its
gross assels, and thal the corparation
may lake into account the velue of any
intangible assets, such as poodwiil and
poing concern value. The Treasury and
the Service bave determined that the
proposed clarificatioa is unnecessary.
The valuation rule refers to “the value
of the loss corporation’s pre-change
assets,” withou! limitation to either
liguidation value or tangible assets.
Therefore, il & joss corporation is able to
establish the existence and value of any
intangible assets, that value may be
taken into account.

The proposed regulations provide that
the amount received by a loss
corporation for the issuance of debt is
treated as a capital contribution that
must be exciuded from the value of its
pre-change assets if the issuance of the
debt is part of a plan a principal
purpose of which is to increase the
value of the loss corporation under the .
rules of the proposed regulations. A
commenter questioned the
appropriateness of treating an issuance
of debt as a capital contribution. The
commenier also suggesied that, if the
propased rite is retained, it shouald be
subject to an exception for cases in
which the toss corporation uses the
proceeds of the debt to fund operating
expenses.

%he final regulations retain the rule of
the propesed regulations regarding the
treatrment of certain debt issuances as
capital contributions. The Treasury and
the Service believe that this rule
effectuates the principles of section
382(I){1) of the Code. The Treasury and
the Service will consider possible
exceptions to this rule in the context of
providing general guidance under
section 382{1){1).

Section 382{I15){D) of the Code
provides Lhat, if a second vwnership
change occurs within two years after an
ewnership change 10 which section
182(1}(5) applies, the section 382
limutation with respect to the second
ownership change is zero. A commenter
suggesied that the fina] regulations
provide that the zere limitation applies
oniv to lesses incurred prior to the first
ownership change. The final regulations
do not provide such a rule because it
would be inconsistent with the language
of section 382(1)(3)0D}.

The proposed regulations provide that
the value of the stock of a loss
corporation does not include stock
issued with a principal purpose of
increasing the section 382 limitation
without subjecting the investrneni to the
_ entrepreneurial risks of corporate
business operations. A commenter
requested that the final regulations
vrovide further guidance regarding the

siock subject to this rule. The Treasury
and the Service believe that additional
gaidance is not necessary betouse the
test sufficiently limits the scope of this
anti-abuse provision,

The proposed regulations provide that
the value of any stock issued in,
coanection with the ownership thange
cannot exceed the vatue of the property
received by the less corporation in
consideration for the stock. A
commenter questioned the:
appropriateness of this limitation. The
final regulations, however, retain the
limitation to preclude any claims that
the stock is worth more than what wasg
paid [or it. Thae limilation avoids the
valuation disputes that would result
from these claims. Further, the
limitation on losses provided by section
382(a) of the Code is intended to
measure the eamnings power of the
corporation. When a loss corporation
issues stock, it increases ils earnings
power by the value of the property it
receives, regardiess of whether that
value represents a fair price for the
stock.

Special Analyses

It bas been determined that this
Treasury decision is not a significant
regulatory action s defined in
Executive Order 12866 It has also been
determined that section 553(bj of the
Administrative Procedure Act {5 U.S.C.
chapter 5) and the Regulatory Flexibility
Act (3 U.S.C. chapter 6) do not apply to
these regulations, and therefore, &
Regulatory Flexibility Analysis is not
required. Pursuant o section 7805(f) of
the Code. the notice of proposed
rulemaking for the regulations was
submitted o the Chief Counsel for
Advocacy of the Small Business
Administration for comment on their
impact on small business.

Drafting Information

The principal autbor of these
regulations i$ Robert Liquerman, Office
of the Assistaat Chief Counsel
(Corpeorate), Office of Chief Counsel, *
Internal Revenue Service. However,
personnel fram other offices of the
Internal Revenue Service and Treasury
Deparument participated in developing
the regulations. in matters of bath

.substance and style.

List of Subjects
26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements,
26 CFA Part 301°

Emplovinent taxes. Estate taxes,
Excise taxes, Gift taxes, lncome taxes,

J

Penallivs, Reponting and recordherping
requiremen's.,

26 CFR Part 502

Repagipr and recordheeping
requi 8.
Adoptian of Amendments to the
Regulalions

Accordingly, 26 CFR parts 1. 301 and

2502 are amended 1o read as follows:

PART 1—INCOME TAXES

Paragraph 1, The suthority citation
for part 1 is amended by revising the
eniry for §1.382-9 to read as follows:

Authority: 26 1.5.C. 7805 * * " Section *
1382-9 &lso issued under 26 U.S.C.
3sz(B{1}B). (1}(3), and {m}.

Par. 2. Section 1.382-1 is amended as
follows:

. 1. The entries for § 1.382-9,
paragrapbs {f}, {g). and (b} continue ta
be reserved.

2, The entries for § 1.382-9,
paragraphs (i}, {j), (k), (1). (m)(2), {n), and
{p} are added to read as follows:

§1.382-1 Table of conlents,

L * L L] L2

§1.382-2 Special rules under section 382
Jor corporatians under the jurisdiction of o

.court in g title 11 or similar case.

- - L] ]

{ {f} through (h) [Reserved].
! {i} Election not to apply section 38202)(5).

(i} Value of the loss corporation in an
ownership change to which section 352(1}(6)
applies. -

(k) Rules for determining the value of the
stock of the loss corparation.

{1) Cectain ownership icterests treated as
stock.

{2) Coordination with section 382{e){2).

{2) Coordination with section 382{e){3).

(4) Coordiation with section 382(1](1).

(5} Coordination with section 381){4].

{6) Special rule for stock pol subject to the
risk of corparate business operatines.

{i) tn general

(ii} Coordination of special rule 2nd other
rules affecting value.

{7) Limitation on vaiue of sock.

(1} Rules for determining the value of the
loss carporation’s pre-change assets.

{1] ko general.

{2} Coordination with section 382{e){2).

{3} Coordinauon with section 382(e}{3).

{4) Coardipation with secnon 352(i)z}.

15) Coordination with section 382(1)(4).

{m] a = =

(2) Under section 382{1}{6).

(rn} Ownership change in a title 11 or
sirnilar case succeeded by another ownership
change within two years.

(1} Section 382(1}{5) applies 1o the first
ownerskip change

(2) Sectioa 382(D(6) applies to the Gst
owncrship change.

[p) Effective date for rules relating Io
section I82(16).
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{1} In general.

{2) Qwnership change to which section
352(1).6) applies occurring before March 17,
1994,

L] L] L] - *

Par. 3. Section 1.382-9 is amended as
foliows:

1. Paragraphs {f] through (h) continue
to be reserved.

2.P hs (i) through {1), {mj(2],
{n), and (p) are added ta read as follows:

§1.382-9 Special rufes under soection 382
for corporations undsr the jurisdiction of a
court in a title 11 or simllar case.

{f) through (h} [Reserved]

(i) Election not to apply section
382(1)(5). Under section 382{1)(5}(H). 2
loss corporation may elect not to have
the provisions of section 382{I}{5) apply
to an ownership change in a title 11 or
similar case. This election is irrevocable
and roust be made by the due date
(including any extensions of time) of the
loss corporation’s tax return for the
taxable year which includes the chan
date. The election is to ba made by
attaching the following statement 1o the -
tax return of the lass corporation for that
taxabla year: *This is an Election Under
§ 1.382-9(i} not to Apply the Provisions
of Section 382(1}(5) to the Ownership

" Change Occurring Pursuant to a Plan of
Reorganization Confirmed by the Court
on [Insert Confirmation Date).”

(i) Value of the loss corporation in an
cwnership change to which section
382(1)(6} applies. Section 382(1}(6)
applies to any ownership change
occulting pursuant to a plan of
reorganization in a title 11 or similar
case to which section 382{1)(5) does not
apply. In such case, the value of the loss
corporation under section 382{e} is
equal to the lesser of—

(1) The value of the stock of the loss
corporation immediately after the
ownership change (determined under
the rules of paragraph (k) of this _
section): or

(2) The value of the loss corporation’s
pre-change assets {determined under the
rules of ?aragraph (1) of this section).

(k) Ruies for determining the value of
the stock of the loss corporation——{1}
Certain ewnership interests trected as
stock. For purposes of paragraph (j}1) of
this section—

{i} Stock includes stock described in
section 1504{a){4) and any stock that is
not treated as stock under § 1.382—
ZT{f)(18)(ii) Jor purposes of determining
whether a loss corporation bas an
ownership change: and

"{ij) Stock does not include an
ownership interest that is treated as
stock under § 1.382-ZTif}18)iii) for
purposes of determining whether a loss
corporation has an ownership change.

(2} Coordination with section
362(e)i2). In the case of a redemption or
other corporate contraction occurring
after and in connection with the
ownership change, the value of the
stock of the loss corporation under
paragraph (j){1} of this section is
reduced under section 382(e}(2].

(3} Coordination with section
382{e){3). If the loss corporation is a
foreign corporation, in determining the
value of the stock under paragraph (j}{1}
of this section, only items treated as
connected with the conduct of a trade
or business in the United Stales are
taked into account.

(4} Coordination with section
382{l)(1}. Section 382(1)(1) does not
apply in determining the value of the
stock of the loss corporation under
paragraph (j)(1) of this section.

{5} Coordination with section
382(i)(4). 1f, immediataly after the
ownership change, the loss corporation
has substantial nonbusiness assets (as

89 determined under section 382(1{4)(B)

taking into account only those assets the
loss corporation held immediately
before the ownership change), the value
of the stock of the loss corporation
under paragraph (j){1) of this section is
reduced by the excess of the valus of
such nonbusiness assets gver thosa
assets’ share of the loss corporation's
indebtedness {determined under section
382(1){4}(D} taking into account the loss
corparation’s assets and liabilities
immediately after the cwnership
change).

(6) Special rule for stack not subject
to the risk of corporate business
operations—|{i) In general. The value of
the stock of the loss corporation under
paragraph (j)(1) of this section is
reducec by the value of stock thal is
issued as part of a plan one of the
principal purposes of which is lo
increase the section 382 limitation
without subjecting the investment to the
entrepreneurial risks of corporate .~
business operations.

(ii) Coordinotion of special rule and
other rules offecting value, If the value
of the loss corporation is modified
under another rule affecting value,
appropriate adjustments are 1o be made
so that such modification is not
duplicated under this paragraph (k){6).

(7) Limitation on value of stock. For
purposes of paragraph {j){1) of this
seclion, the value of stock of the loss
corporation issued in connection with
the ownership change cannot exceed the
cash and the value of any property
(including indebtedness of the loss
corporation) received by the loss
corporation in consideration for the
issuance of that stock.

(1) Rules for detsrmining the value of
the loss corporation's pre-change
assets—(1) In peneral. Excepl as .
otherwise provided in this paragraph (1),
the value of the loss carparation’s pre-
change assets is the value of its assets
{determined without regard 1o
liabilities) immediately before the
ownership change.

(2} Coordination with section
382fe){2). Section 382(e}(2} does not
apply in determining the value of the
pre-change assets of the loss carparation
under paragraph (j)(2] of this section.

{3) Coordination with section
282(ej{3). If the loss corporation is a
foreign corporstion, in determining the
value of the pre-change assets under
paragraph (j}(2) of this section, anly
assets treated as connected with the
conduci of & trade or business in the
United States are taken into account,

(4) Coerdination with section
382(1)(1}. For purposes of paragraph
({2} of this section, the value of the pre-
change assets of the loss corporation is
determined without regard to the
amount of any capital contribution to
which section 382(1){(1) applies. For
purposes of applying this paragraph
(1){4}. the receipt of cash ar property by
the loss corporetion in exchange for the
issuance of indebtedness is considered
a capital contribution if it is part of a
plan one of the princpal purposes of
which is to increase the value of the Joss
corporation under paragraph {j) of this
section. A

(5} Coordination with section
3a2fi}{4). If, immediately zfier the
ownership change, the loss corparation
has substantial nonbusiness assets (as
determined under section 382(1)(4}(B)
taking into account only those assets the
loss corporation held immediately
before the ownership change), the value
of the loss corporation’s pre-change
assets is reduced by the value of the
nonbusiness assets,

[m) .

(2) Under section 362{1)(6}. If section
382(1)(e) applies to an ownership
change of a less corporation, section
382(c) and the regulations thereunder
apply to the ownership change.

tn} Ownership change in o title 11 or
similar case succeeded Ly another
ownership change within two years—(1]
Section 382(1){5) applies to the first
ownership change. If section 382(1){3)
applies ta an ownership change and,
within the two-vear period immediately
following such ownership change, a
second ownership change occurs,
section 382{1){5) cannot apply 10 the
second ownership change and the
section 382(3) limitation with respect i3
the second ownership change is zero.

12843
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(o) Section SEXNNSE) cppires to the first
ownership change. IV he value ol a ioss
corporalion in an ownership change was
determined uader section 382{1)6) and
& second ownership change occurs
within the two-vear period immediately
following the first ownership change,
the vatue of the loss corporation under
section 382{e} with respect to the
second ownership change is not
reduced under section 382(1)(1) for any
increase in value of the loss corporation
prevmusly taken into account under
section 382(1){6] with respect to the [irst
owne*sh:p change T

{pi Effectwe date for mles relahng to -

section 382{1)(5}—1) In generel.
Paragraphs (i), (j), (k). (1}, {m}(2}. and
{n}(2) of this section appl’v to any
ownership change occurring on or aftes
March 17, 1994,

(2) Ownership change to wluch
section 382{1)(6) applies occurring
before Morch 17, 1994. In the case of an
pwnership change occurring before
Marck 17, 1994, the loss corporation
may eiect to apply the rules of
paragzaphs {jl. {k), (1}, {m}(2). and (n}t?-i
of § 1.382-9 in their entirety. The
election must be made by the later of the
due date [including any extensions of
time]) of the loss corporation’s tax return
for the taxable vear which includes the
change date ot the date that the loss
co:zporation files its first tax return after
May 16, 1994, The election is made by
attaching the following statement to the
reiur: “This is an Election to Apply
§§1.382-9 (j}, (k). (1). (m)(2}, and (n)(2)
of tae Income Tex Regulations to the
Ownesship Change Occusring Pursuant
1o a Plan of Reorganization Confirtned
by tbe Court on |Insert Confirmation
Date].” In connection with making this
eleciion, on the same return the loss
corporztion may also elect not 1o apply
section 382{1)(3) to the ownership
change under paragraph (i} of this
secuon [if the loss corporation has not
already dene so pursuant 1o §301.9100~
7T{z} of tkis chepler). If, under the
appliczble siatute of imitations, the Joss
corperaion may file amended relumns
{or the vear of the awnership chenge
anc 2li subsequent years {(an open vear),
ar siecting less corporation must file an
amended return for eack prior affected
veas 1o rellect the elections. If, under the
appiicable statute of limmitations, the loss
corporation may not file 2n amended
rewws for the vear of the ownership
change of any subseguens year {a closed
) eas). an eleclng loss co:-poration must
file an amended renwn for each aflected
opes vear 1o refiect the elections and the
sectioz 382 limitatior resulting fron the
ownership change must be |

sppropnately adiusied jor the earhest
open year [or vears) to refiect the
difference beiween the amount of pre-
change losses aciually used in closed
years and the amount of pre-change
losses that would have been used in
such vears applying the rules of
paragraphs (i}, (k). (1}, (m}(2). (n)(2} of

. this section {o the awnership change.

PART 301—PROCEDURE ANO
ADMINISTRATION

- Par. 4. The authority citation
paragraphs for'§ 301.9100—7T are
removed from the authority citation for -
part 301, cnd the foilnwmg enury is
sdded: T .

Authonry: 26 USC ?805 * * * Seclion
301.9100-77 also issued under 26 U.5.C. 42,
48, 56, 83, 141, 142, 143, 145, 147, 165, 168,
216, 267, 263A, 4438, 452C, 468D, 469, 474,
585. 616, 617, 1059, 2632, 2652, 2121, 41982,
7701; and under the Tax Reform Act of 1986,
100 Stat. 2746, sections 203, 204, 243, 311,
6456, BO1, BOE, 905 1704, 1801 18902, Ind
1804, %~

s

Par. 5 Secucm 301. 9100—7‘1“ is
amended as follows:

§301.9100-7T [Amended]

1. The table-in paragraph {e}1) is
amended by rernoving each line, from
eat:h column, where the entry for

“'section 621{a)” appears.

2. Paragraph (a)}{4){ii) is amended by
removing each line, from each column,
where the entry "621(a)" appears.

PART 6502—OMB CONTROL NUMBERS
UNDER THE PAPERWORK
REDUCTION ACT

Par. 6. The authority citation far part
602 continues to read as follows:

Autherin: 26 U.5.C. 7a05. .
§602.10% [Amended]}

Par. 7. The 1able of conuol numbers
in §602.101(c) is amended by revising -
the entry for § 1.382-9 to read as
fellows:

“1.3BI=81..ncierinree 1545~1260, 1545-3224".
Margaret Miloer Richardson,
Commissioner of Internal Revenue,

Approved: February 24, 1994,

Leslie Samuels,

Assistant Secretary of the Treasuny.

IFR Doc. 95—6086 Fiied 3-17-94; 8:45 am}
BILUHG CODE 483001~y
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estate 1ax purposes. His executors were not pre- Est, of | Bioch-Suizberger. 6 TCM 1201, Dec
cluded from showing his Lrue resdence. 161230
(9 10,340} RULES AND REGULATIONS

SEC. 7803 [1986 Code]. ta) AUTHORIZATION. —Except where such authority is expressiy
given by this title 10 any person ather than an offlicer o emploves of ihe Trcasun
Department, the Secretary shall prescribe all neediul rules and regulations for the enforce-
ment of this title, including all tules and regulations as may be necessary by reason of any
alteration of law in relation 1o internal revenue.

(b} Rmoacﬂ\m of REGULATIONS OR RULINGS.—The Secrcun' may prescribe the -
extent, if any, 10 which any ruling or regulation, relating (o the internal revenue laws, shall be
applied without retroactive effect.

1c) PREPARATION AND DISTRIBUTION OF REGULATIONS, FoRumS, STAMmps, «No OTHER MaT-
TERS.—The Secretary shall prepare and distnbute all the inytructions, regulations. directions,
forms, blanks, stamps, and other matters pertaining Lo the assessment and coilection of
imernal revenue,

86 Cade

(d) MANNER OF MARING ECECTIONS PRESCAIGED 3V SECRETARY.~—Except 10 the extent
otherwise provided by Ung utle, any #lecrion under this title shall be made a1 such time and
in such manner as the Secretary shall by regulations or forms preseribe.

(&) TEMPORARY RECULATIONS.—

{1 ISSUANCE.—Any lemporary regulation issued by the Secretary shall also be
issued as a proposed regulation.

(2) 3-VEAR DURATION.—Any Lemporary regulation shall expire within 3 vears alter
the date of issuance of such regulavion.
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made hy subsections fe) and {f] of seriion 80K of the Tax
Refnem Act o 1976 shall apply 10 the seorganization
Oesrhed in clanse (i),
1) A taxpayer is descrebed in (his cleuse i the tospayer
o tithe BI or similar ease on December 8, 198E, Dled 2
an ol rearganization on Febroary S, )96, iled _-3.-...-2.:_....__
nen Maich 14, 196, a0d seceived conet approval tos Lhe
amrnded plan and distlavure siatement on Ayril 16, 1986,
wia VITON OF OLD RULES TU LFMTAIN AT «=Tn the
case of debl ol & corporativn ncorpuealed in Cotarsda nh
Novembws 8, 1924, snd seincorposated in Defawnre in 1962,
with hradguariers in Denver, Colorash—

{1} the amendments made by subseetsons (w), (b, and {c)
shalf nel spply 1o any dedi restruciusing of sl dulit which
was wpproved hy the deblor's Hloard of Diceciors and Lhe
Teniders v 1984, and

o) the amendments made by subsceiions (¢) and ([ ol
sertion 86 ol the Tex Relurm Act of 1976 shall s apply 10
surh debd resirucrueeng, eaceqt thal the smendment ireaied
a5 it of such subhsectiuns undee section 3h) of the Tan
Reform At of 1984 (relaiing 10 qualdied workouts) shall
apply 1o such debt restruciuring

(1) SPECIAL BULE FOR GIL AMD GAS WELL DRILLING Bush.
HENS —In ihe case of & Texas corporatiom incurpusaiect on
Judy 23, 1935, i apptying seciion Y82 of the lnteinal
Revenue Cole of 1906 (as in ellect belore ond aftice The
amchiments made by subisrciipns (a), th), and {c)) 1o & aa
restruciunng agreement during 1985, section 3BHaNSNC ) of
the Ingernal Hevenue Cole of 1954 (nn wibled by the smend
menls made by substcuons {¢) and (1) wf sction RS of the
Tae Relurm Arg of K976} shall be applied a3 il it were o
ellect warh respect Lo such restrucluring, For purposes of the
preceding sontence, in spplying sertion JB2 (83 so 10 tliect),
il & persoi has o warrsal 1o sequiee stock, surh siock shall be

consdered as awned by such person.

(3 TesTiNG PERMUD —For purposes of determining
whether there i3 wn ownerthip change, the Lesting period
sha!l not hegin lefore The lnrer of—

(A May 6, 1986, or

§B in the ruge of an ewnership change which accurs slier
May 5 1S and 1o which the smemiments mede by
sulmections (#), (), aad {t) wbo not apply, Lhe lirst day
fotlewing the date on which such ownership chynge oceurs,

(41 SrEciaL TRaNSUN RULES —The amendmients made
by subscetions (a), Li}, and (o) shadl nod apply 10 sny—

[A} stuck for.deht exchanges snd stock sales made pursu-
snL o a plan of yeorganization with Tespect to s petition for
reusganization filed by a corporstion umler chapler 11 of
ke UE, United Siaces Cale, on August 26, 1992, snd which
Liledd weth s United Stades chstrict court a fitst amended and
sebuitd plan of reorganization before March 1, 19865, or

{M) ownership change uf & Delsware corpotstion incorpe

rated in August F9RI, which may vesull Tfrotn the enercise of
gl or call oyiun umder wn wgreement eniered inlo on
Seplember 14, 19R3, but only wilh revpeed o Lansbit yesss
pegroning abier 1991 gegardless of when such ownership
chanpge (nhes place.
Any reguistion prescribed umder seelion 382 of the Internal
Revenue Cole of 1980 (as adited by subsection {s}} which
have the eflect of iresting 3 group of sharehulders ay a
separute 5 percent shaceholder by remsun of o putlic uilering
shall nut sppdy 1o any public ollering belure January A, 1989,
Jut the henelil of institutions desenibed inosection 591 of wch
Crwle. Untess the rurporation otherwise elecks, mnumberwniler
of any ollering of stouk in & corpoeation heinre Seplember 19,
LR C.s:u:__ 1. 1989, in the case of an ffrring for the
henelin of an inslitwtion desraibed in the preceding senience),
shall mut be 1iearrd as arquiging sny siock o surh corpora.
toms by eesson of a [tem commitment underwritiag 10 1he
#airny the stock s dspesra$ of pursuent to the W lenng (bui in
au tvent laier than () days afier the sl oflenng).

Sec. 382(m)

1986 oono..lm:_.:zo A, Ch. 1C, Party

{5) BANKRYUTTCY PROCUEDINGS ~-Unlest the o M
ehechs nal 1o have the provisons of this prrsgraph apd,
Vhe rase of & Teveganization desrribtyd in subperagraphiG
secbion M#aW b of 1he Internal Revenue Code of PHowm
eachange of debt For sk in & tole 11 o pimilar v, @
delined in secsion JG s NI of such Crle, the smembmeny '
maile by subscctions {40, (b), and v shall nod apidy o ur g
wmnership change tesulling lrom snch & Teorganizsion 3
procectking o & peiition is such case was Dilied with the cmg
helore August M, 15 The determunation s 1o wheibet w §
ownership change hiss o curred durig the perind begnmg q
_2_:-:_. 1, M7, wnd eniling on 1the linal seltbement ol ay
veprganizstion v proverding drsenbed in Uhe precoksy B
semmence shall be redetermaned os ol the time of 2wch ik 8
seitlemeny,

(6) CFRTAIN PLANS ==The amermiments made by subu.
vionga), (Y, snd{e] thall no appiy Lo any ownership thag
with resprect 10—

(A} the scquisition of & corpoealion Lhe stock of whicka
seguied pursnant 1o & plan uf hvesiiiure which ihkwind
such torpuration and 11s sssrey, anc was agreed 16 hy de 2
buard uf directors of such CorporEGh 'S pATENI COFEUERL A
May 17, 1985,

(1N} o nucrger which o<curs pursuant Lo & Merger sgreemm |
{enterend into brlivee Sepaeinber 24, 19851 sl an appdinm,
fur approval by the Frderal ITume Loan Bank Buaed was fif
on Uctober 4, 1983,

{C) » reorganization involvang 3 parly 163 rEorganizaie
of u grovp ol corpuations engaged wn enhanced ol ionamy
operations in Califoenin, merged i durthesance of 3 __r.n
reorganization avdupted by o heard of direclors woit -
Seguember 24, 1985, and 8 Delawnre curporation whay 3
princigal oit -..; ka3 provducing Tiehls are located i Cobln-
nia, of

1D} the conversion of & mutus) savings and bean sk a
tion bulthng & Federal eharier dated Masch 22, 1985,
stoch savings and Josn asuwialion purtaant 10 Lhe rulaa
regubationg of Lhe Freleral Hione Loan Hank Board,

{79 CWNERSIIP CIIANGE, OF REGULATED At CARRIER —The -
amendlmenis made by subrections {a), {0, and (c} thall ag *
apily to an mwiership change of a reguiaced sir conren ol 14

tAYun July 16, 1986, a1 least 40 percent of the oulsinadey * *
comenun Mk Teacioding () peelerred siuck, whether o "
convertibte} of such catnier had een atnuieed by & pa |
corporation interporated in March 1980 under the _._...A
Delawnre, anid i

{8) the scquisition (hy or for tuch parent corpreiion)a 1

NV49) DErINrrinns —Eaepd a3 odberwise provided, 1eems
MR med in this subseritun shall have the 1ame meaning 13 when
B el In arciing A2 of Lhe Iniernal Revepue Colde of L98SA (an
amtnded by 1hs section)

Reproul Dielivw 15 abe 1on1 ol Coxle See 382 as it rewd
Jelote smendment by P L 99 514

[Caurion- Reproduced befow is the 1ext of Code See,
22 prior (o amendmeny by P.L. 94-455. The rext of
_ powt-198) taw ag a reault of amendments made by
2 3¢ P.L. 94-435 followa. }

{Sec. 302)

~ . [Sec. 282a)]

B ) PUNCHASE OF & CONPORATION ANDTHANGE IN IT$ TRADE
4 Busiwess —

B{1) IN GENERAL -<T1, at the £ndd of & 1sashle yesr of »

*(A} any one o move of thase persons descnbed in pera-
gh {2) o & penceniagr of the Ll fair marker value of
oulstanding stork ol such rorporation which i st Jeast 50
grtentage pointt more than such person or perwal pwned

_= the beginning of such Laxalile year_ o
ot _3 ihe beginning of the prior czxahle yesr,
{1 vhe sncroese in peicencage poinly st she end of such
Waable year is svinbutatre co—
¥ (i s purchase by sisch peesun or greesuns af such stock, the
B dock of snother corporation ownmng stock in such corpors-
t..x BN ERLErESE in & pArLRErship of 1iusl owning Hock an
 quck corporation, or
{is)  decrenss in the smount of wuck sock sulsianding or
. smount ol stock oulvtanding of anciber corporavion
% swring sloch an suth corporation, £acepl s decrease resuliang
from & redemption to pay death sazes 10 which secvion 03
B applics, and
[ $C) susch corprstion has not continued 10 carry on w trade
[ busingas subslantaliy the same o3 that comluccet before
e WAy change in Lhe percentage ownership of 1he tor markel
u. yalue ol such sk,

e et perating loss carryovers, il any, Irom prior Laxeble
u yoors ol such corporation to such 13talde yeer and subme.
o i tnanbie yesss shall nut b incbudvd i the net eu_:::.n

¢
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o e vt k
nea ol pare

other than thr {ssun of prrsont the owners
woultl be atinhuted 1o the halder hy o
araphilh)

{Sec. KB

(b} CISANCE OF QOWNERSHIP A5 TIE KISULT oF & REORLANL
TATION. —

{1y IN GENERAL —If, in the case of o owcgamratom
speerfiesl in parngraph (2) of section IR1S), the iransicror
corporsiion of Lhe sf guasing forporation—

{A} hat a net operaling bms whith 15 & rel operating loss
careyover 10 the [irst iasable year of the sgyuriing cnrpora
tion enaling afver The date of 1rensler, and

(B} 1he stockholders dimmediately before thr reorgamiza.
tion) ol such corporstion (hereinafler im this sulsed ron
refereedd 10 43 1he Vloss corparanion®™), 31 the result of nwning
siock of the los corporation, wwn (immeilistcly aliee the
reccganizstion) less than 20 percent of the (3w market value
of the votstandeng wtock of Lhe acquining rorperation,

the 1oial el vprrating Joss ¢arryover drom e Lazahie
years of the lost corporation to 1he lirst 1aanble year of the
SCYUITINE <o portion ending alter Uhe dale of transles shail be
tedured by the percentage desrrmined under paragraph (21

12} RETATION OF MET UPERATING LUSS CANRYOVER ~=The
reduction applicable undey parageaph (13 shall be the per
tentare determined by subrscting tfrom HOO perent—

{A) the percent of the (3. markel value of the vulstanding
wack of the scquiting corparalion esned limmedately alis
ihe reoegunneaiionl by the stockholiders {rmmediately brlare
Ihe receganization) of the Josy rorparation, sy the 1 sli ol
awring S1ock of Lhe koss corporation. mulnpdied by

{8} live

{3 EXCEPTION "0 LIMITATION IN TS5 SUNSEEVIUN —The
limatalanty in this subsertion shail not apydy of the tGansferon
corporation and the scguring corporatien ai¢ mennl yub.
standiaily by Lhe same peryons in the same proporinm

(4] NET OPERATING LDAS CARAVOVFRS Tu SOUBREMIENT
YEANS —In compuring the ney eperaling Y tATrYOL 3 50
1nasble years subsequent to & Inxabie year 0 whith there
was & imitation applicable to & ney aperating los cartyuves
by optravion of this subseciion, 1he incume n surh taxable
yeat, a3 computed under se1on [72(bXN2), shall be ingreawed
by the smount of the reduriion of che tetal ner operniing hosy
careyuver determined under paregraph ()

{5) ATTRERUTION OF DWNERSHIP — 11 the Lranslerns corpors
tion of the afquiring corporation vens {mmediattly belnre
_._q teorganization) any of the outuanding siuck of the Iy

ion, 3uch H CUrpatain Of Arquiling comne-

B, s deduction for such Lasalile year and L
"
w12} DESCHIPTION OF PERSON Ok PERSOMS.—The person of
mrwons veleired to in paragraph (1} shall be the TG persons
i wh levser number as \here wie peront owning the
wAsierding Muck ol Lhe ead of such thashie year) who own
% the greatesi (erceniage of U Tusr masrket value of such stock
ol the end ol such 1axable year; excepe thay, if any other
LA i bow switk the same percentage of wch Sl sy such lime
mining whelher & sobseguent ownriship change has ocsund 33N o iy ywivpd by one of Vhe 10 pessons, such person thalk slsa be
shall nal begin before the 151 day Sollowing an wwnershy Icludedd. 1f sy of Lhe persons kre 5o 1els1ed that such ek
change to winch this parsgroph apries “AREES pned fry ane is eilnbated Lu the othee umider the rulei
{8) Vhe amendmeris made by sohserrinms tn), 1b), and 1) Mg wecified in paragraph (3}, such yesson shall be considered as
shadl put apply 1o any ownreshap change sesulting from 19 iy one person sofely for the purpse of selecting the 10
conversion of 3 blinnesaln musal snuings bank hulding & ﬂ_.e._.- (more ar lesy) who own vhe gieaves) percenisge of 1he
Federal chartes flatesd December 31, 1985, 10 3 siuck savingt markel value of 1urh cutalenibing s1ork
bank pursuans 10 the subes aenl regulativny of the Frdend
Mume Loan Rank Nuard, snd frum the sssuance of sab |
pursuant (e Thas convension (o a holihng company nuomiw '
rated in Ixfaware vn Fetwuary 24, PR For purpuonss of
etrrmining whether mny wsiriship change wours with -
revpeet Lo the holbing fompany v sny subsshary leod
{whether sesulling from 1he yransactinn desiibed v ihe
prreceding senirnie o olheew e, any tssusin & of vk wade
by such hulling cumany in 1 unnestan with (e iransariue

sevrement of Lhe sempining common 1ok al suth ooy
rompleted hefore the lwier ol March X1, 1987, o 90 dugy v.
siter the requisite gover al app s are by 88
Rranted, N

boul ondy if the swnership change wcours on or belore Lhe _:-.
of barch 31, 1987, o such 900t oy The sggregete o |
1ivn in {2z fur any .n-.__g_.. year by e

. [t wwenrrshipr ol stork, eacrpt thay secton SIKax2n0 ) awml
HBaKINLY shall be apphed wihowt regatd 1o the 50

1 R HASE —For pueposes of 1y subaec.
hen, the trrm “purthase”™ means the acyursition of stk Lhe

f

.-:ﬂ. shall, lor purposes of this subseciion, be trested o9
awning (immedinizly aligr the reorgumzalion} & percentiane
of the Inlr merket velue of Lthe acqmnng torporsion’s
ouistanding stock whath bears the wame ratio to vhe peecent-
nge of the [nir macket valur of the curnanding ek of the
Joss exwporsiion {immediasely belore the reerganizationg
wowned by such Lrsnsleror cofporslion or arquirmy Lorure-
Liow ab Lhe Teir markel vabue of 1he voual oulsisnding ook of
the losa corpraation Limmediniely befure the rrorpaniaatent
bears du the Tar marker vadue of She 1oisl nutvaniding sk
of the nrquiting for poraton (immediately siter Lhe Feorgan-
1elion)

{61 STOCK OF CORPORATION CONTROLLING ACQUIKING CHkMg
RATION —11 the stew kholders of Lhe losy corporatien Gmmrds.
siely betore the reurganizalion) own, a3 o rewlt of dhe
reorgambation, 110ck in & corporabion (oRLIning 1he BiguIr-
ing corporston, such stork of the <on
shall, for putpones of this swhsechion, be Ire
the acquinng carporslion o sn smount valued 5t wn
equivalent lese markel value

(7) SUECTAL WULE FEIR MEGRCANIZATHING TN TITLE |1 OR
SIMILAR CAMES ~——For purgmnes ol bhis sulives Lon—

(AE R toethiior whi FErEIvEy Mork sn 3 IfurgARIATIED 1D &
wile 1b or wmilad case (within the mezsnang ol secuon

Sec, 382(m)




.
fifhlwﬂmemdmm:udfuﬁnmmehuo(
“paerment of this Act
- PL 100-547, § 40120001 XD
P~ Sec. AH2IPHIHEB) amended Code Sec.
DTS2 Fii %} by inserting “{as modified by section

NN N D T after secuon 38 (3D A"

B 5" The above amendment applics w0 any ownership
B~ Samgr cxcurring alier the date of the enactment of thus
" et apd befoce Januvary 1. 1990
5 RL w0547, § 5077(ax
B A S S077(0) amended Code Sec, B2{INIRCUii? by
wakirg “10d” at the end of subclzuse (D). by sinkng the
Pt &1 (e e of subclause (o) and inserning i heu thereo]
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* and”, wid by adding sL the end chersol 4 new subclause
(U1} 2rd 2 new Hinsh 1eht semence wo read 4y above

For the effective date of e abowe amendment, pee
Act See S077(B), below.
Arr Sex. 5077(Y) providex:

(b} EFFECTIVE DATE —

(1) [5 CYNERAL ~The smendment made by subseciion (3)
shall apply 1o acquisiuon after December 31, 1988

{2 EXCEITION ~The amendment made by subsection £2)
shall noy apply w acquinuons alter December 31, 1988,

pursuany 10 & binding wrrilen contract entersd nig on of
before Cotober 21, 1588,

[Sec. 582(m)]

(m} REGLLATIONS.—The Serretary shall prescnbe such regulations as may be naecessary or
IPTIpnaLe Lo carTy out the purpases ol this section and section 383, including (but not hmiced tod

Ryulations—

(13} providing for the application of 1his section and secuion 383 whete an ownership change with
respest 10 the old loss corpotation iy foliowed by an ownershup change with respect to the new joss
corporation, and

(2} providing Tor the application of this section and section 383 in the case of a short taxable
year,

) {3 providing for such adiusiments to the application of this section and section 383 as is

~ Decessary 1o prevenl Lhe avoidance of Lhe pusposes of this secuion and section 333, including the
wvadance of such purposes through the use of relaied persons, pass-thru eatiues, or other
intermediaries, )

g {4) providing for the application of subsection (g}(4) where there is anly | corporation involved,
any

(2) providing. in the case of any group of corporations described in section 1563a) (determined
by substituting “'50 percent” for “80 percenl” ezch place \ appears and determined without regazd
{0 paragraph (4) thereol), appropriate adjusuments to value, built-in gain or loss. and other iems so
that ems are not omacted or Laken into account mork than once.

N Amenpdrmencs (i} CHANGES AFTER 1986 —The amendments made by
L 100ser 31 C¥ subseciions 1al (b), and o) shall appiy 1o any sweershup
A e, OBAGY 1K amended o Sec, J2my by CHINEE Sl December 31, 1985 i

BUTUNE “and” a1 Lre end o] paragraph (3). by striking sut {31) PLANS OF REORGANIZATION ADOPTED BEFORE 1987 ~Foe
Pi2graph (41, and by redesignaung paragraph 15) as para.  PUPIRES of clause (1), 30y equaLy stauclure shuil pursgant Lo

10k 14}, P ndm H 3 plan of reorganization sdopied before Janvary 1, 1987,
lolloreey h Prior 19 ame e, Code Sec. SB2mUe) read us shsll be treaied as eowming when such plan wes adopied

(B} TERMINATIOM DF OLD SECTION 382 —Except n o case
desenibed in any of the follewing paragraphs—

1} sectron M20ar of Lhe Tnteraal Revenue Code of 1934135
in elfecy before the amendmopt made by subseciion a3 ang
the smendments made by sectan 306 of Lhe Tax Reform Act

+ of 1976) shall it apply (0 ARy INCFEasE 1N PCTCENCELE Pounly
occurzing afver Dexember |, 1988, and

{0 secuion 383b4 of such Code {as 3o 1o efiery) shall not
apply (D any rEotgAMLALIGN OCCUTTNG Puriuant 4o 3 plaa ol
reocganization adopted alier December 31, 1586
In no even hall sections 382 (b and {b) of such Code {22 30
s elle i) a4y Lo any ownership change described i subpaes
agraph (&)

(€} COORDIRATION WITH SECTION 38201} —For purposes of
section 382(1) of the [nsernal Revenue Code of 1986 ias
added by this sectiond, any equay Sruciare shil putsuant Lo
& plan o reargamizauen adopeed belore January 1, 1967,
shatl be treated 33 octurning when such plan was adopied,

{21 FOR AMENDMENTS TO TAX KEFORM ACT OF 1976 —

(A} IN CENERAL ~The repeais made by sunsecuen tex{j
and the smendment made by subsctnon (eall shall tage
eliett on January 1, 1986

(B} ELECTION T HAVE AMENDMENTS APPLY —

1) Ui & waapaver descrnibed an clause tpur clecis 1o have the
pravisions of Uy subparagraph apply. LRt wmendmeac

Sec. 382(m)

(31 providing loc Uhe \reatmens of corparats Contraclions
U redempnoas for purposes of subsecuons (eX2) end
BAINAY, 1ad

The sbove amendment shafl apply with respect o
wDarship changes afier Junc 19, 1987,

PL 100547, § 1006¢dX24):

ACU Sec, 100G(dN24) smended Code Sec. IBMm) (as
Wetded by pacagraph (60 by Boking sul “and” st the end
W subparagraph (3), by stnking eut the penod al Uhe eivd of
PRragranh (4} sad insernag in liew thereof ™, and”, and by

Ing at 1he end thereol new paragraph (57 1o read as shove.

The abowe amendrment is effective s if included in the
Provivion of uhe Tax Reform Act of 1985 (P.L- 99-514) 10
which it relaves.

PL 99514, § 6210a%
Act Sec. 621(2) amended Code Sec. JA2 19 read a3 above.
For the sifective date of the abore amendment see Act
- S21(F), below,
Art Sec. 62)(D, a9 amended by P.L. 100-647,
§ 4 10061 1){14) and $271(a)b), prowidex

M EFFECTIVE DATES.~—

(11 AMENDMENTS MADE BY SUNSECTIONS (8}, (), and (¢} —

1A) 1N GENERAL —
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