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parent entity is an entity that is not fis-
cally transparent under this paragraph
(a)(7).

(b) Application of section 960.For
purposes of determining the amount of
taxes deemed paid under section 960, the
amount of non-subpart F income rechar-
acterized as subpart F income under this
section shall be treated as attributable to
income in separate categories, as defined
in §1.904–5(a)(1), in proportion to the
ratio of non-subpart F income in each
such category to the total amount of non-
subpart F income of the controlled foreign
corporation for the taxable year.

(c) Effective dates—(1) In general.
This section shall be applicable for all
amounts paid or accrued in taxable years
commencing after [date that is 5 years
after publication of the final regulations in
the federal register], under hybrid arrange-
ments, except as otherwise provided.

(2) Permanent Relief—(i) In general.
This section shall not apply to any pay-
ments made under hybrid arrangements
entered into before June 19, 1998.  This
exception shall be permanent so long as
the arrangement is not substantially modi-
fied, within the meaning of paragraph
(c)(2)(ii) of this section, on or after June
19, 1998.  

(ii) Substantial modification—(A) In
general.Substantial modification of a hy-
brid arrangement includes—

(1) The expansion of the hybrid ar-
rangement (other than de minimis expan-
sion);

(2) A more than 50% change in the U.S.
ownership (direct or indirect) of any en-
tity that is a party to the hybrid arrange-
ment, other than—

(i ) A transfer of ownership of such
party within a controlled group deter-
mined under section 1563(a), without re-
gard to section 1563(a)(4); or

(ii ) A change in ownership of the entire
controlled group (determined under sec-
tion 1563(a), without regard to section
1563(a)(4)) of which such party is a mem-
ber;

(3) Any measure taken by a party to the
arrangement (or any related party) that
materially increases the tax benefit of the
hybrid arrangement, regardless of
whether such measure alters the legal re-
lationship between the parties to the
arrangement.  For example, in the case of
a hybrid branch payment determined with

reference to a percentage of sales, a
growth in the amount of the hybrid branch
payment (and, thus, the tax benefit)
caused by a growth of sales will not, in
general, be a substantial modification.
However, in the case of a significant sales
growth resulting from a transfer of assets
by a related party, that transfer would be a
measure which materially increased the
benefit of the arrangement, and that
arrangement would be deemed to have
been substantially modified.

(B) Transactions not treated as sub-
stantial modification.Substantial modifi-
cation of a hybrid arrangement does not
include—

(1) The daily reissuance of a demand
loan by operation of law;

(2) The renewal of a loan, license or
rental agreement on the same terms and
conditions if—

(i) The renewal occurs pursuant to the
terms of the agreement and without more
than a de minimis amount of action of any
party thereto;

(ii )  As contemplated by the original
agreement, the same parties agree to
renew the agreement without modifica-
tion; or

(iii )  The renewal occurs solely by rea-
son of a subsequent drawdown under a
grandfathered master credit facility agree-
ment;

(3)  The renewal of a loan, license, or
rental agreement by the same parties on
terms which do not increase the tax bene-
fit of the arrangement (other than a de
minimis increase);

(4)  The making of payments under a li-
cense agreement in respect of copyrights
or patents (or know-how associated with
such copyrights or patents), not in exis-
tence at the time the agreement was en-
tered into, but only where the develop-
ment of such property was anticipated by
the agreement, and such property is sub-
stantially derived from (or otherwise in-
corporates substantial features of) copy-
rights and patents (or know-how
associated with such copyrights or
patents) in existence at the time of, and
covered under, the original agreement; 

(5)  A final transfer pricing adjustment
made by the taxation authorities of the ju-
risdiction in which the tax reduction oc-
curs, so long as such adjustment would
not have been a substantial valuation mis-
statement (as defined in section

6662(e)(1)(B)) if the adjustment had been
made by the Internal Revenue Service; or 

(6)  A de minimisperiodic adjustment
by the parties to the arrangement made
annually (or more frequently) to conform
the payments to the requirements of sec-
tion 482.

Charles O. Rossotti,
Commissioner of 

Internal Revenue.

(Filed by the Office of the Federal Register on July
9, 1999, 11:25 a.m., and published in the issue of the
Federal Register for July 13, 1999, 64 F.R. 37727)

Deletion From Cumulative List
of Organizations Contributions
to Which are Deductible Under
Section 170 of the Code

Announcement 99–72

The name of an organization that no
longer qualifies as an organization de-
scribed in section 170(c)(2) of the Internal
Revenue Code of 1986 is listed below.

Generally, the Service will not disallow
deductions for contributions made to a
listed organization on or before the date
of announcement in the Internal Revenue
Bulletin that an organization no longer
qualifies.  However, the Service is not
precluded from disallowing a deduction
for any contributions made after an orga-
nization ceases to qualify under section
170(c)(2) if the organization has not
timely filed a suit for declaratory judg-
ment under section 7428 and if the con-
tributor (1) had knowledge of the revoca-
tion of the ruling or determination letter,
(2) was aware that such revocation was
imminent, or (3) was in part responsible
for or was aware of the activities or omis-
sions of the organization that brought
about this revocation. 

If on the other hand a suit for declara-
tory judgment has been timely filed, con-
tributions from individuals and organiza-
tions described in section 170(c)(2) that
are otherwise allowable will continue to
be deductible.  Protection under section
7428(c) would begin on (Date) 1999, and
would end on the date the court first de-
termines that the organization is not de-
scribed in section 170(c)(2) as more par-
ticularly set forth in section 7428 (c)(1).
For individual contributors, the maximum
deduction protected is $1,000, with a hus-
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band and wife treated as one contributor.
This benefit is not extended to any indi-
vidual, in whole or in part, for the acts or
omissions of the organization that were
the basis for revocation. 

Horizon Alliance, Inc.
San Diego, CA

Requirements Respecting the
Adoption or Change of
Accounting Method; Extensions
of Time To Make Elections;
Correction

Announcement 99–73

AGENCY:  Internal Revenue Service
(IRS), Treasury

ACTION:  Correcting amendment.

SUMMARY:  This document contains
corrections to final regulations (T.D.
8742, 1998–5 I.R.B. 4), which were pub-
lished in the Federal Register on
Wednesday, December 31, 1997 (62 F.R.
68167), providing the procedures for re-
questing an extension of time to make
certain elections under the Internal Rev-
enue Code.

DATES:  This correction is effective De-
cember 31, 1997.

FOR FURTHER INFORMATION CON-
TACT:  Cheryl Lynn Oseekey (202) 622-
4970 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

Sections 301.9100–2 and 301.9100–3
of the Procedure and Administration Reg-
ulations are the subject of these correc-
tions. These regulations require informa-
tion to be collected from taxpayers
seeking to obtain from the Commissioner
extensions of time to make certain elec-
tions.

Need for Correction

As published, final regulations (T.D.
8742) contain errors which may prove to
be misleading and are in need of clarifica-
tion.

Correction of Publication

Accordingly, 26 CFR part 602 is cor-
rected by making the following correcting
amendment:

PART 602—OMB CONTROL
NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

Paragraph 1. The authority citation for
part 602 continues to read as follows:

Authority: 26 U.S.C. 7805.
Par. 2. In §602.101, paragraph (b) is

amended by removing the entry for
§301.9100–1 from the table and adding
entries for §§301.9100–2 and 301.9100–3
to the table in numerical order to read as
follows:

§602.101 OMB Control numbers.

* * * * *

(b) * * *

CFR part or section Current OMB
where identified and control No.
described

* * * * *

301.9100–2  . . . . . . . . . . . . . 1545–1488
301.9100–3  . . . . . . . . . . . . . 1545–1488

* * * * *

Cynthia E. Grigsby,
Chief, Regulations Unit,

Assistant Chief Counsel (Corporate).

(Filed by the Office of the Federal Register on July
12, 1999, 8:45 a.m., and published in the issue of the
Federal Register for July 13, 1999, 64 F.R. 37678)

Arbitrage Restrictions on 
Tax-Exempt Bonds; Correction

Announcement 99–74

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Correcting amendment.

SUMMARY:  This document contains
corrections to final regulations (T.D.
8476, 1993–2 C.B. 13) which were pub-
lished in the Federal Registeron Friday,

June 18, 1993 (58 F.R. 33510), relating to
the arbitrage and related restrictions ap-
plicable to tax-exempt bonds issued by
States and local governments. DATES:
This correction is effective December 30,
1998.

FOR FURTHER INFORMATION CON-
TACT: David White, (202) 622-3980 (not
a toll-free number). 

SUPPLEMENTARY INFORMATION:  

Background

The final regulations that are the sub-
ject of these corrections are under section
148 of the Internal Revenue Code. 

Need for Correction

As published, the final regulations
(T.D. 8476) contain errors which may
prove to be misleading and are in need of
clarification.

Correction of Publication

Accordingly, 26 CFR part 1 is cor-
rected by making the following correcting
amendments:

PART 1—INCOME 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 1.148–11 is amended

by adding paragraphs (b)(4), (h) and (i) to
read as follows:

§1.148–11 Effective dates.

*   *   *   *   *

(b) * * *
(4) No elective retroactive application

for safe harbor for establishing fair mar-
ket value for guaranteed investment con-
tracts and investments purchased for a
yield restricted defeasance escrow.The
provisions of §§1.148–5(d)(6)(iii) (relat-
ing to the safe harbor for establishing fair
market value of guaranteed investment
contracts and yield restricted defeasance
escrow investments) and 1.148–5(e)-
(2)(iv) (relating to a special rule for yield
restricted defeasance escrow investments)
may not be applied to any bond sold be-
fore December 30, 1998.

*   *   *   *   *


