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SUMVARY: Thi s docunent contains proposed anendnents to the
regul ations relating to the taxation of capital gains on

i nstal |l nent sal es of depreciable real property. The proposed
regul ati ons interpret changes nmade by the Taxpayer Relief Act of
1997, as anmended by the Internal Revenue Service Restructuring
and Reform Act of 1998 and the Omi bus Consol i dated and Energency
Suppl enment al Appropriations Act of 1999. The proposed
regul ati ons affect persons required to report capital gain from
an install nent sale where a portion of the capital gainis
unrecaptured section 1250 gain and a portion is adjusted net

capi tal gain.

DATES: Witten coments or requests for a public hearing nust be
received by April 22, 1999.

ADDRESSES: Send subm ssions to CC. DOM CORP: R ( REG 110524-98),
room 5226, Internal Revenue Service, POB 7604, Ben Franklin
Station, Washi ngton, DC 20044. 1In the alternative, subm ssions
may be hand delivered Monday through Friday between the hours of
8 am and 5 p.m to: CC DOM CORP: R (REG 110524-98), Courier’s
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Desk, Internal Revenue Service, 1111 Constitution Avenue, NW
Washi ngton, DC. Alternatively, taxpayers may submt comments
el ectronically via the Internet by selecting the "Tax Regs"
option on the IRS Hone Page, or by submtting coments directly
to the IRS Internet site at
http://ww. irs.ustreas. gov/prod/tax_regs/coments. htni.
FOR FURTHER | NFORMATI ON CONTACT: Concerni ng the regul ati ons,
Susan Kassell, (202) 622-4930; concerning subm ssions, LaNta
VanDyke, (202) 622-7190 (not toll-free nunbers).
SUPPLEMENTARY | NFORMATI ON:
Backgr ound

Thi s docunent contains proposed anendnents to the Inconme Tax
Regul ations (26 CFR Part 1) relating to the taxation of capital
gains on installment sales of depreciable real property.

Prior to 1997, the maxinumrate on net capital gain for
I ndi vidual s was 28 percent. In the Taxpayer Relief Act of 1997,
Public Law 105-34 (111 Stat. 788, 831) (1997 Act), Congress
anended section 1(h) generally to reduce the maxi num capital gain
tax rates for individuals. Certain substantive changes and
technical corrections to section 1(h) were enacted as part of the
I nternal Revenue Service Restructuring and Reform Act of 1998,
Public Law 105-206 (112 Stat. 685), including the repeal of an
18-nont h hol di ng period requirenment for anmounts properly taken
I nto account after Decenber 31, 1997, and by the Omi bus
Consol i dat ed and Energency Suppl enmental Appropriations Act, 1999,
Public Law 105-277 (112 Stat. 2681).
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As anended, section 1(h) generally divides net capital gain
into three rate groups based on the nature of the property, the
nature of the gain, and the hol ding period of the property.

A maxi mum mar gi nal rate of 28 percent applies to 28-percent
rate gain (28-percent gain), the conbination of (1) capital gains
and | osses fromthe sale or exchange of collectibles held for
nore than one year; (2) an anmount equal to gain excluded from
i ncome on the sale or exchange of certain small business stock
under section 1202; (3) capital gains and | osses determ ned under
special transition rules in section 1(h)(13) for certain anounts
taken into account in 1997; (4) net short-termcapital |oss for
the tax year; and (5) any long-termcapital |oss carryover to the
tax year under section 1212.

A maxi mum mar gi nal rate of 25 percent applies to
unrecaptured section 1250 gain (25-percent gain), which is
defined in section 1(h)(7)(A) as the anbunt of |ong-term capital
gain (not otherwi se treated as ordinary incone) that would be
treated as ordinary incone if section 1250(b) (1) included al
depreci ation and the applicabl e percentage under section 1250(a)
were 100 percent, reduced by any net loss in the 28-percent rate
category. Effectively, the anmobunt of gain taxed at 25 percent is
t he amount of straight-line depreciation allowed for the
property. Thus, the 25-percent rate category partially
recaptures such depreciation, but the recapture is limted, inter
alia, in that the recapture rate may be | ess than the nmarginal

rates that applied to the depreciation deductions. Section



-4-
1(h)(7)(B) limts the unrecaptured section 1250 gain from section
1231 assets for any tax year to the net section 1231 gain for
t hat year

A maxi mum mar gi nal rate of 20 percent generally applies to
adj usted net capital gain (20/10-percent gain), defined in
section 1(h)(4) as the portion of net capital gain that is not
taxed at the 28-percent or 25-percent rates. Under section
1(h)(1)(B), a 10-percent rate applies to any portion of adjusted
net capital gain that would otherw se be taxed at a 15-percent
rate if capital gains were taxed as ordinary incone.

For anmounts properly taken into account after July 28, 1997,
and before January 1, 1998, an 18-nonth holding period is
required to obtain the maxi num 25-percent, 20-percent, or 10-
percent rates.

Section 453 provides that, unless taxpayers elect out, gain
froman install nent sale is recognized as paynents on the
I nstal l ment obligation are received. Before the 1997 Act,
reporting capital gain under the installnent nethod was
relatively straightforward: the capital gain portion of each
paynment was taxed at the maxi numcapital gain rate of 28 percent.
Section 1(h) provides for nmultiple rates, but does not address
how to treat an installnent sale of depreciable real property
when the gain to be reported consists of both 25-percent gain and
20/ 10- per cent gai n.

Expl anati on of Provisions

Front - Loaded All ocation of Unrecaptured Section 1250 Gain
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Under the proposed regulations, if a portion of the capital
gain froman installment sale is 25-percent gain and a portion is
20/ 10-percent gain, the taxpayer is required to take the 25-
percent gain into account before the 20/ 10-percent gain, as
paynments are received. (Because sales that result in 28-percent
gain cannot also yield 25-percent gain or 20/10-percent gain, an
allocation rule for 28-percent gain is unnecessary.)

A front-I| oaded allocation nethod for 25-percent gain is
generally consistent with the statute, under which 20/ 10- percent
gain (that is, adjusted net capital gain) is defined as the
resi dual category of capital gain not taxed at maxi numrates of
28 percent or 25 percent. The front-I|oaded nethod precludes
t axpayers from recogni zi ng sonme 20/ 10-percent gain from an
I nstal l nent sal e even when the anount ultinmately recognized
proves to be | ess than the ambunt subject to recapture at the 25-
percent rate. Absent a front-|loaded allocation nethod this
I nappropriate result could arise, for exanple, when a taxpayer
| at er di sposes of an installnment obligation at a discounted price
or when the anobunt to be received is contingent.

The IRS and Treasury Departnent have previously adopted
anal ogous front-| oaded all ocati on nethods wth respect to
i nstall nent sales. For exanple, before 1984 -- when Congress
enacted section 453(i), which requires i medi ate recognition of
recapture gain at ordinary rates under sections 1245 and 1250 --
taxpayers were permtted to defer recognition of this ordinary-

rate recapture gain under the installnment nethod. Thus, an
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I nstal | ment paynment could contain both capital gain and gain
taxed at ordinary rates. By regulation, a front-I| oaded
al l ocation of the ordinary-rate recapture gain was required.

§81.1245-6(d); 1.1250-1(c)(6). See Dunn Construction v. United

States , 323 F. Supp. 440 (N.D. Ala. 1971) (upholding §1.1245-6(d)

as “reasonable and consistent with the underlying statute "and a
valid exercise of the regulatory authority under section 453).

See also §81.1251-1(e)(6), 1.1252-1(d)(3), 1.1254-1(d), and

16A.1255-1(c)(3).

Interaction with Section 1231

Section 1(h) also does not address the interaction of the
capital gain rates, the installment method, and the rules in
section 1231. Section 1231(a) generally provides that, when
gains from the sale or exchange of property used in a trade or
business exceed losses from such property, the gains and losses
are treated as long-term capital gains and losses. Conversely,
when section 1231 losses exceed section 1231 gains, the gains and
losses are treated as ordinary. The capital nature of net
section 1231 gain is subject to an exception: under section
1231(c), net section 1231 gain is treated as ordinary income to
the extent of the taxpayer’s non-recaptured net section 1231
losses for the preceding five years.

With respect to the interaction of section 1231(c) and the
capital gain rates, the IRS and Treasury Department have already
provided that section 1231 gain that is recharacterized as

ordinary gain under section 1231(c) is deemed to consist first of
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28-percent gain, then 25-percent gain, and finally 20/ 10-percent
gain. See Notice 97-59 (1997-45 IRB 7, 8). An exanple in the
proposed regulations illustrates the application of this
principle in the installment sale context. Consistent with this
treatnment and with the general rule that 25-percent gain is
front-| oaded, another exanple in the proposed regul ations
Illustrates that--in a year in which installnent gain is
characterized as ordinary gain under section 1231(a) because
there is a net section 1231 loss for the year--the gain is
treated as consisting of 25-percent gain first, before 20/10-
percent gain, for purposes of determ ning how nuch 25-percent
gain remains to be taken into account in |ater paynents.

The exanples in the proposed regul ati ons--regardi ng the
I nteraction of sections 1(h), 453, and 1231--are specific
applications of the general rule that, for any given install nent
paynment, gain fromall previous paynents is treated as consisting
first of 25-percent gain, rather than 20/10-percent gain, in
determ ni ng how nmuch of each category of gain remains to be
reported with respect to current and subsequent paynents. Under
the regulations, in making this determnation it is generally
I rrel evant how such prior gain was actually reported and taxed.
For exanple, an installnent paynent that is taxed at 15 percent
because the taxpayer is in a |low tax bracket may be treated as
consi sting of 25-percent gain (that is, unrecaptured section 1250

gain) for allocation purposes, even though the gain is not
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actually taxed at 25 percent. The proposed regul ations focus on
exanpl es invol ving section 1231 since they are the nobst common.

Treatnent of Installnent Paynents from Sales Prior to the
Effective Date of the 1997 Act

The capital gains provisions of the 1997 Act were effective
for taxable years ending after May 6, 1997. However, the maxi nmum
rate of 28 percent was not reduced for gains properly taken into
account before May 7, 1997. Under settled authority, originating
in Snell v. Conmissioner, 97 F.2d 891 (5'" CGir. 1938), the lawin

effect when an installnment paynent is received controls the tax
treatnment of the paynent. Unless otherw se provided, install nent
paynents received after a change in the | aw are taxed under the
new | aw, whether favorable or unfavorable, |ooking back to the
original transaction for the facts necessary to apply the changed
law. In Snell, for exanple, installnment paynents from what was a
capital asset in the sale year were taxed as ordinary incone

after Congress changed the definition of a capital asset. See

al so Estate of Kearns v. Conmi ssioner, 73 T.C 1223 (1980); Klein

v. Commi ssioner, 42 T.C. 1000 (1964); Rev. Rul. 79-22 (1979-1 CB

275). Congress also inplicitly has recogni zed the Snell
principle by enacting grandfather exceptions when the application
of Snell would be unfavorable. For exanple, when Congress
extended the holding period requirenent for capital gain in 1976,
the legislation specifically excepted fromthe new, harsher
requi renents post-1976 installnent gain frompre-1976 sal es.

The legislative history of the 1997 Act reflects the Snell

principle, providing that section 1(h) “generally applies to sales
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and exchanges (and install nent paynents received) after
May 6, 1997.” Conf. Rep. 105-220, 105'" Cong., 1% Sess. 382, 383
(1997). Thus, under these settled principles, gain on
I nstal | ment paynments received after May 6, 1997, from sales on or
before that date, is taxed at the new, |ower maxi numrates of 25
percent, 20 percent, or 10 percent if it qualifies as
unrecaptured section 1250 gain or adjusted net capital gain.
However, as in the case of gain from post-effective-date sal es,
section 1(h) does not specify howto allocate the two categories
of gain.

The proposed regul ati ons provide that the capital gain rates
applicable to install nent paynents that are received on or after
the effective date of the 1997 Act fromsales prior to the
effective date are determned as if, for all paynents received
after the date of sale but before the effective date, 25-percent
gain had been taken into account before 20/10-percent gain. This
approach is consistent with the Snell principle in that it
provi des for the same nethod of allocation, whether the sale
occurred before or after the effective date of the 1997 Act. For
t axpayers who sold property and received installnent paynents
before the effective date of the 1997 Act, this provision is
favorable, since it generally reduces or elimnates the anount of
25-percent gain to be reported on installnment paynents received
after the effective date. The approach is also sinple -- because
it is generally irrelevant how the prior gain was actually

reported and taxed, in nost cases taxpayers will sinply calculate
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the total anount of 25-percent gain on the sale and subtract from
that all gain previously reported, in order to arrive at the
anount of 25-percent gain remaining to be reported.
Treatnment of Installnent Paynents Received Between the Effective

Date of the Statute and the Effective Date of the Final
Requl ati ons.

The proposed regul ations al so address the treatnment of gain
In installment paynents that are received during the period
between the effective date of section 1(h) and the effective date
of the final regulations. The proposed regul ations provide that,
in the event the cumul ative anount of 25-percent gain actually
reported in installnment paynents received during this period was
| ess than the anount that woul d have been reported using the
front-1|oaded allocation nethod of the regul ations, the amount of
25-percent gain actually reported, rather than an anount
determ ned under a front-I|oaded allocation nethod, nust be used
I n determ ning the anount of 25-percent gain that remains to be
reported. This provision ensures that taxpayers cannot
underreport the total anobunt of 25-percent gain by taking
I nconsi stent positions with respect to paynents received before
and after the effective date of the regulations. By providing
for this rule, no inference is intended that any allocation
nmet hod ot her than the nethod provided for by the regul ati ons was
a reasonable interpretation of section 1(h) in this context.
However, the IRS will not challenge the use of a pro rata
al l ocati on nethod--that is, a nmethod under which the anmounts of

25-percent gain and 20/ 10-percent gain in each install nent
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paynment bear the same relationship as the total anmounts of 25-
percent and 20/ 10-percent gain to be reported on the sale--for
i nstal | ment paynents received before the effective date of the
final regulations, if the taxpayer used the sanme pro rata nethod
for all installnent paynments during such period.
Proposed Effective Date

The regul ati ons are proposed to be effective for paynents
properly taken into account after the date the regul ations are
publ i shed as final regulations in the Federal Register.
Speci al Anal yses

It has been determined that this notice of proposed
rul emaking is not a significant regulatory action as defined in
EO 12866. Therefore, a regul atory assessnment is not required.
It al so has been determ ned that section 553(b) of the
Adm ni strative Procedure Act (5 U . S.C chapter 5) does not apply
to these regul ati ons, and, because the regul ati ons do not inpose
a requirenment for the collection of information on small
entities, the Regulatory Flexibility Act (5 U S.C. chapter 6)
does not apply. Pursuant to section 7805(f) of the Internal
Revenue Code, this notice of proposed rulemaking will be
submtted to the Chief Counsel for Advocacy of the Small Business
Adm ni stration for comment on its inpact on small business.
Comment s and Requests for a Public Hearing

Bef ore these proposed regul ati ons are adopted as fi nal
regul ati ons, consideration will be given to any witten coments

(a signed original and eight (8) copies) that are submtted
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tinely to the IRS. The IRS and Treasury Departnent request
comments on the clarity of the proposed rules and how t hey can be

made easier to understand. Al comments will be avail able for

public inspection and copying. A public hearing may be schedul ed
If requested in witing by a person that tinmely submts witten
comments. |If a public hearing is schedul ed, notice of the date,
time, and place for the hearing will be published in the Federal
Regi ster.
Drafting Information

The principal authors of these regul ations are Susan Kassel
and Rob Lauderman, O fice of the Assistant Chief Counsel (Ilncone
Tax & Accounting). However, other personnel fromthe IRS and
Treasury Departnent participated in their devel opnent.
Li st of Subjects in Part 1

I ncone taxes, Reporting and recordkeeping requirenents.
Proposed Amendnent to the Regul ations

Accordingly, the IRS proposes to anend 26 CFR part 1 as
fol | ows:
PART 1--1NCOVE TAXES

Paragraph 1. The authority citation for part 1 continues to
read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 2. Section 1.453-12 is added to read as foll ows:
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81.453-12 Allocation of unrecaptured section 1250 gain reported

on the installment method

(a) General rule . Unrecaptured section 1250 gain, as

defined in section 1(h)(7), is reported on the installment method
if that method otherwise applies under section 453 or 453A and
the corresponding regulations. If gain from an installment sale
includes unrecaptured section 1250 gain and adjusted net capital
gain (as defined in section 1(h)(4)), the unrecaptured section
1250 gain is taken into account before the adjusted net capital

gain.

(b) Installment payments from sales before May 7, 1997
amount of unrecaptured section 1250 gain in an installment
payment that is properly taken into account after May 6, 1997,
from a sale before May 7, 1997, is determined as if, for all
payments properly taken into account after the date of sale but
before May 7, 1997, unrecaptured section 1250 gain had been taken
into account before adjusted net capital gain.

(c) Installment payments received after May 6, 1997, and

. The

before the effective date of the final requlations . Ifthe

amount of unrecaptured section 1250 gain in an installment
payment that is properly taken into account after May 6, 1997,
and before the effective date of the final regulations, is less
than the amount that would have been taken into account under
this section, the lesser amount is used to determine the amount
of unrecaptured section 1250 gain that remains to be taken into

account.
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(d) Exanples. 1In each exanple, the taxpayer, an individual
whose taxable year is the cal endar year, does not el ect out of
the installnment method. The installnent obligation bears
adequate stated interest, and the property sold is real property
held in a trade or business that qualifies as both section 1231
property and section 1250 property. 1In all taxable years, the
taxpayer’s marginal tax rate on ordinary income is 28 percent.
The following examples illustrate the rules of this section:

Example 1 . General rule . This example illustrates the rule
of paragraph (a) of this section.

() In 1998, A sells property for $10,000, to be paid in ten
equal annual installments beginning on December 1, 1998. A
originally purchased the property for $5,000, held the property
for several years, and took straight-line depreciation deductions
in the amount of $3,000. In each of the years 1998-2007, A has
no other capital or section 1231 gains or losses.

(i) A’s adjusted basis at the time of the sale is $2,000.
Of A’s $8,000 of section 1231 gain on the sale of the property,
$3,000 is attributable to prior straight-line depreciation
deductions and is unrecaptured section 1250 gain. The gain on
each installment payment is $800.

(i) As illustrated in the following table, A takes into
account the unrecaptured section 1250 gain first. Therefore, the
gain on A’s first three payments, received in 1998, 1999, and
2000, is taxed at 25 percent. Of the $800 of gain on the fourth
payment, received in 2001, $600 is taxed at 25 percent and the
remaining $200 is taxed at 20 percent. The gain on A’s remaining
six installment payments is taxed at 20 percent. The table is as

follows:
1998 [1999 |2000 POO1 2002 2003- Total
2007 gain

Installment gain 800 800 800 800 800 4000 8000
Taxed at 25% 800 800 800 600 3000
Taxed at 20% 200 800 4000 5000
Remaining to be 2200 1400 600
taxed at 25%
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nment paynents fromsales prior to May 7,

Exanple 2. 1nstal
1997. This exanple ill
section.

I
ustrates the rule of paragraph (b) of this

(i) The facts are the same as in Exanple 1 except that A

sold the property in 1994,
I nstal | nent paynments on Decenber

received the first of the ten annual
1, 1994, and had no ot her

capital or section 1231 gains or |losses in the years 1994-2003.
(ii) As in Exanple 1, of A’'s $8000 of gain on the sale of

the property, $3000 was attributable to prior straight-line
depreciation deductions and is unrecaptured section 1250 gain.

(i) As illustrated in the following table, A’s first three
payments, in 1994, 1995, and 1996, were received before May 7,
1997, and taxed at 28 percent. Under the rule described in
paragraph (b) of this section, A determines the allocation of
unrecaptured section 1250 gain for each installment payment after
May 6, 1997, by taking unrecaptured section 1250 gain into

account first, treating the general rule of paragraph (a) of this
section as having applied since the time the property was sold,
in 1994. Consequently, of the $800 of gain on the fourth
payment, received in 1997, $600 is taxed at 25 percent and the
remaining $200 is taxed at 20 percent. The gain on A’s remaining
six installment payments is taxed at 20 percent. The table is as
follows:
1994 1995 1996 11997 1998 1999- Total
2003 gain
Installment 800 800 800 800 800 4000 8000
gain
Taxed at 28% 800 800 800 2400
Taxed at 25% 600 6p0
Taxed at 20% 200 800 4000  5@Q00
Remaining to 2200 1400 60D
be taxed at
25%
Example 3 . Effect of section 1231(c) recapture . This

example illustrates the rule of paragraph (a) of this section
when there are non-recaptured net section 1231 losses, as defined
in section 1231(c)(2), from prior years.

(i) The facts are the same as in Example 1
1998 A has non-recaptured net section 1231 losses from the
previous four years of $1000.

, except that in
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(ii) As illustrated in the follow ng table,
A’s $800 installment gain is recaptured as ordinary income under
section 1231(c). Under the rule described in paragraph (a) of
this section, for purposes of determining the amount of
unrecaptured section 1250 gain remaining to be taken into
account, the $800 recaptured as ordinary income under section
1231(c) is treated as reducing unrecaptured section 1250 gain,
rather than adjusted net capital gain. Therefore, A has $2200 of
unrecaptured section 1250 gain remaining to be taken into
account.

(i) In 1999, A’s installment gain is taxed at two rates.
First, $200 is recaptured as ordinary income under section
1231(c). Second, the remaining $600 of gain on A’s 1999
installment payment is taxed at 25 percent. Because the full
$800 of gain reduces unrecaptured section 1250 gain, A has $1400
of unrecaptured section 1250 gain remaining to be taken into
account.

(iv) The gain on A’s installment payment received in 2000 is
taxed at 25 percent. Of the $800 of gain on the fourth payment,
received in 2001, $600 is taxed at 25 percent and the remaining
$200 is taxed at 20 percent. The gain on A’s remaining Six
installment payments is taxed at 20 percent. The table is as
follows:

in 1998, all

of

1998 |1999 |2000 pOO1 2002 003-

2007

Total
gain

Installment gain | 800 800 800 (800 800 4000

3000

Taxed at 00 200
ordinary rates
under

section 1231(c)

DOO

Taxed at 25% DO 600

2(

00

Taxed at 20% DO 4000

5(

00

Remaining non- 200
recaptured net
section 1231

losses

Remainingto be 2200 1400 600

taxed at 25%

Example 4 . Effect of a net section 1231 loss
illustrates the application of paragraph (a) of this section when
there is a net section 1231 loss.

. This example
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(1) The facts are the sane as in Exanple 1 except that A has
section 1231 | osses of $1000 in 1998.

(ii) In 1998, A's section 1231 installnent gain of $800 does
not exceed A's section 1231 | osses of $1000. Therefore, A has a
net section 1231 | oss of $200. As a result, under section
1231(a) all of A’s section 1231 gains and losses are treated as
ordinary gains and losses. As illustrated in the following
table, A’s entire $800 of installment gain is ordinary gain.
Under the rule described in paragraph (a) of this section, for
purposes of determining the amount of unrecaptured section 1250
gain remaining to be taken into account, A's $800 of ordinary
section 1231 installment gain in 1998 is treated as reducing
unrecaptured section 1250 gain. Therefore, A has $2200 of
unrecaptured section 1250 gain remaining to be taken into
account.

(i) In 1999, A has $800 of section 1231 installment gain,
resulting in a net section 1231 gain of $800. A also has $200 of
non-recaptured net section 1231 losses. The $800 gain is taxed
at two rates. First, $200 is taxed at ordinary rates under
section 1231(c), recapturing the $200 net section 1231 loss
sustained in 1998. Second, the remaining $600 of gain on A’s
1999 installment payment is taxed at 25 percent. As in Example
3, the $200 of section 1231(c) gain is treated as reducing
unrecaptured section 1250 gain, rather than adjusted net capital
gain. Therefore, A has $1400 of unrecaptured section 1250 gain
remaining to be taken into account.

(iv) The gain on A’s installment payment received in 2000 is
taxed at 25 percent, reducing the remaining unrecaptured section
1250 gain to $600. Of the $800 of gain on the fourth payment,
received in 2001, $600 is taxed at 25 percent and the remaining
$200 is taxed at 20 percent. The gain on A’s remaining Six
installment payments is taxed at 20 percent. The table is as
follows:
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1998 |[1999 | 2000 2001 | 2002 |2003- | Total
2007 |gain

I nst al | nent 800 800 800 800 800 4000 | 8000
gai n
Ordi nary gain 800 800
under section
1231(a)
Taxed at 200 200
ordinary rates
under
section 1231(c)
Taxed at 25% 600 800 600 2000
Taxed at 20% 200 800 4000 |5000
Net 200
section 1231
| oss
Remai ning to be | 2200 1400 | 600

taxed at 25%




(e) Effective date. This section applies to install nent
paynments properly taken into account after the date these
regul ati ons are published as final regulations in the Federal

Regi ster.

Deputy Conm ssioner of Internal Revenue



