
1996 Section 43 Inflation
Adjustment

Notice 96–41

Section 43(b)(3)(B) of the Internal
Revenue Code requires the Secretary to
publish an inflation adjustment factor.
The enhanced oil recovery credit under
§ 43 for any taxable year is reduced if
the ‘‘reference price,’’ determined under
§ 29(d)(2)(C), for the calendar year pre-
ceding the calendar year in which the
taxable year begins is greater than $28
multiplied by the inflation adjustment
factor for that year.
The term ‘‘inflation adjustment fac-

tor’’ means, with respect to any calendar
year, a fraction the numerator of which
is the GNPimplicit price deflator for the
preceding calendar year and the denomi-
nator of which is the GNPimplicit price
deflator for 1990.
Because the reference price for the

1995 calendar year ($14.26) does not
exceed $28 multiplied by the inflation
adjustment factor for the 1996 calendar
year, the enhanced oil recovery credit
for qualified costs paid or incurred in
1996 is determined without regard to the
phase-out for crude oil price increases.
Table 1 contains the GNP implicit

price deflator used for the 1996 calendar
year, as well the previously published
GNPimplicit price deflators used for the
1991 through 1995 calendar years.

Notice 96–41 TABLE1

GNPIMPLICITPRICEDEFLATORS

Calendar
Year

GNP Implicit
Price Deflator

1990¬ 112.9 (used for 1991)
1991¬ 117.0 (used for 1992)
1992¬ 120.9 (used for 1993)
1993¬ 124.1 (used for 1994)
1994¬ 126.0 (used for 1995)
1995¬ 107.5 (used for 1996)*

*Beginning in 1995, the GNP im-
plict price deflator was rebased rela-
tive to 1992. The 1990 GNP implicit
price deflator used to compute the
1996 § 43 inflation adjustment fac-
tor is 93.6

Table 2 contains the inflation adjust-
ment factor and the phase-out amount
for taxable years beginning in the 1996
calendar year as well as the previously
published inflation adjustment factors
and phase-out amounts for the 1991
through 1995 calendar years.

Notice 96–41 TABLE 2

INFLATION ADJUSTMENT
FACTORSAND

PHASE-OUT AMOUNTS

Calendar
Year

Inflation
Adjustment
Factor

Phase-out
Amount

1991¬ 1.0000¬ 0
1992¬ 1.0363¬ 0
1993¬ 1.0708¬ 0
1994¬ 1.0992¬ 0
1995¬ 1.1160¬ 0
1996¬ 1.1485¬ 0

DRAFTING INFORMATION

The principal author of this notice is
Brenda M. Stewart of the Office of
Assistant Chief Counsel (Passthroughs
and Special Industries). For further in-
formation regarding this notice contact
Ms. Stewart on (202) 622–3120 (not a
toll-free call).
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26 CFR 601.201: Rulings and determination let-
ters.
(Also §§ 355; 1.355–3.)

Rev. Proc. 96–43

SECTION 1. PURPOSE

This revenue procedure amplifies Rev.
Proc. 96–3, 1996–1 I.R.B. 82, which
sets forth the areas of the Internal
Revenue Code under the jurisdiction of
the Associate Chief Counsel (Domestic)
and the Associate Chief Counsel (Em-
ployee Benefits and Exempt Organiza-
tions) relating to issues on which the
Internal Revenue Service wil l not issue
advance rulings or determination letters.

SECTION 2. BACKGROUND

Section 4 of Rev. Proc. 96–3 sets
forth those areas in which rulings or
determination letters wil l not ordinarily
be issued. Section 355(a) of the Internal
Revenue Code applies to distributions of
stock or securities of a corporation con-
trolled by the distributing corporation if
each of the corporations is engaged in
the active conduct of a trade or busi-
ness. Section 355(b) provides that a
corporation is engaged in such conduct
if , among other things, it is directly
engaged in the active conduct of a trade
or business, or substantially all of its
assets consist of stock and securities of
a corporation controlled by it (immedi-
ately after the transaction) which is so
engaged.

SECTION 3. PROCEDURE

Rev. Proc. 96–3 is amplified by add-
ing to section 4 the following:
Section 355.—Distribution of Stock

and Securities of a Controlled Corpora-
tion.—Whether a distribution of stock or
securities is described in § 355(a)(1)
when the gross assets of the trades or
businesses relied on to satisfy the active
trade¬ or¬ business¬ requirement¬ of
§ 355(b) wil l have a fair market value
that is less than 5 percent of the total
fair market value of the gross assets of
the corporation directly conducting the

6


