
Part I. Rulings and Decisions Under the Internal Revenue Code
of 1986
Section 42.—Low-Income
Housing Credit

Low-income housing credit; satis-
factory bond; “bond factor” amounts
for the period January through June
2005. This ruling announces the monthly
bond factor amounts to be used by taxpay-
ers who dispose of qualified low-income
buildings or interests therein during the
period January through June 2005.

Rev. Rul. 2005–16

In Rev. Rul. 90–60, 1990–2 C.B.
3, the Internal Revenue Service provided

guidance to taxpayers concerning the gen-
eral methodology used by the Treasury
Department in computing the bond factor
amounts used in calculating the amount of
bond considered satisfactory by the Secre-
tary under § 42(j)(6) of the Internal Rev-
enue Code. It further announced that the
Secretary would publish in the Internal
Revenue Bulletin a table of bond factor
amounts for dispositions occurring during
each calendar month.

Rev. Proc. 99–11, 1999–1 C.B. 275,
established a collateral program as an al-
ternative to providing a surety bond for
taxpayers to avoid or defer recapture of

the low-income housing tax credits under
§ 42(j)(6). Under this program, taxpayers
may establish a Treasury Direct Account
and pledge certain United States Treasury
securities to the Internal Revenue Service
as security.

This revenue ruling provides in Table
1 the bond factor amounts for calculating
the amount of bond considered satisfactory
under § 42(j)(6) or the amount of United
States Treasury securities to pledge in a
Treasury Direct Account under Rev. Proc.
99–11 for dispositions of qualified low-in-
come buildings or interests therein during
the period January through June 2005.

Table 1
Rev. Rul. 2005–16

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year

Month of
Disposition

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Jan ’05 14.99 27.92 39.03 48.55 56.77 56.71 56.86 57.15 57.52 58.00 58.83
Feb ’05 14.99 27.92 39.03 48.55 56.77 56.59 56.74 57.04 57.41 57.89 58.72
Mar ’05 14.99 27.92 39.03 48.55 56.77 56.47 56.63 56.93 57.30 57.79 58.61
Apr ’05 15.85 29.52 41.27 51.33 60.03 60.18 60.95 61.89 62.92 64.10 65.66
May ’05 15.85 29.52 41.27 51.33 60.03 60.05 60.83 61.77 62.80 63.98 65.54
Jun ’05 15.85 29.52 41.27 51.33 60.03 59.93 60.71 61.65 62.69 63.87 65.42

Table 1 (cont’d)
Rev. Rul. 2005–16

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year

Month of
Disposition

2002 2003 2004 2005

Jan ’05 59.92 61.22 62.49 62.68
Feb ’05 59.80 61.09 62.33 62.68
Mar ’05 59.69 60.97 62.19 62.68
Apr ’05 67.52 69.62 71.64 72.55
May ’05 67.40 69.48 71.49 72.55
Jun ’05 67.28 69.36 71.35 72.55
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For a list of bond factor amounts ap-
plicable to dispositions occurring during
other calendar years, see: Rev. Rul.
98–3, 1998–1 C.B. 248; Rev. Rul.
2001–2, 2001–1 C.B. 255; Rev. Rul.
2001–53, 2001–2 C.B. 488; Rev. Rul.
2002–72, 2002–2 C.B. 759; Rev. Rul.
2003–117, 2003–2 C.B. 1051; and Rev.
Rul. 2004–100, 2004–44 I.R.B. 718.

DRAFTING INFORMATION

The principal author of this revenue
ruling is David McDonnell of the Office
of Associate Chief Counsel (Passthroughs
and Special Industries). For further in-
formation regarding this revenue ruling,
contact Mr. McDonnell at (202) 622–3040
(not a toll-free call).

Section 168.—Accelerated
Cost Recovery System

Transition relief is provided to partnerships and
other pass-thru entities that are treated as holding tax-
exempt use property because of the application of
§ 168(h)(6). See Notice 2005-29, page 796.

Section 337.—Nonrecogni-
tion for Property Distributed
to Parent in Complete Liqui-
dation of Subsidiary
26 CFR 1.337(d)–2: Loss limitation rules.

T.D. 9187

DEPARTMENT OF
THE TREASURY
Internal Revenue Service
26 CFR Parts 1 and 602

Loss Limitation Rules

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Final and temporary regula-
tions.

SUMMARY: This document contains fi-
nal regulations under sections 337(d) and
1502 of the Internal Revenue Code (Code).
These regulations disallow certain losses
recognized on sales of subsidiary stock by
members of a consolidated group. These
regulations apply to corporations filing
consolidated returns, both during and after

the period of affiliation, and also affect
purchasers of the stock of members of a
consolidated group.

DATES: Effective Date: These regulations
are effective April 4, 2005.

Applicability Date: For dates of
applicability, see §§1.337(d)–2(g),
1.1502–20(i), and 1.1502–32(b).

FOR FURTHER INFORMATION
CONTACT: Theresa Abell (202)
622-7700 or Martin Huck (202) 622-7750
(not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information con-
tained in these final regulations has been
reviewed and approved by the Office of
Management and Budget in accordance
with the Paperwork Reduction Act of 1995
(44 U.S.C. 3507(d)) under control number
1545–1774.

The collection of information in these
final regulations is in §§1.337(d)–2(c),
1.1502–20(i), and 1.1502–32(b)(4). The
information is required to allow the tax-
payer to make certain elections to de-
termine the amount of allowable loss
under §1.337(d)–2, §1.1502–20 as cur-
rently in effect, or under §1.1502–20
modified so that the amount of al-
lowable loss determined pursuant to
§1.1502–20(c)(1) is computed by taking
into account only the amounts computed
under §1.1502–20(c)(1)(i) and (ii); to al-
low the taxpayer to reapportion a section
382 limitation in certain cases; to allow the
taxpayer to waive certain loss carryovers;
to allow acquiring groups to reduce the
amount of certain loss carryovers deemed
to expire; and to ensure that loss is not
disallowed and basis is not reduced under
§1.337(d)–2 to the extent the taxpayer
establishes that the loss or basis is not
attributable to the recognition of built-in
gain on the disposition of an asset. The
collection of information is required to ob-
tain a benefit. The likely respondents are
corporations that file consolidated income
tax returns.

The estimated burden is as follows:
Estimated total annual reporting and/or

recordkeeping burden: 36,720 hours.
Estimated average annual burden per

respondent: 2 hours.

Estimated number of respondents:
18,360.

Estimated annual frequency of re-
sponses: once.

Comments concerning the accuracy of
this burden estimate and suggestions for
reducing this burden should be directed to
the Office of Management and Budget,
Attn: Desk Officer for the Department of
Treasury, Office of Information and Reg-
ulatory Affairs, Washington, DC 20503,
with copies to the Internal Revenue Ser-
vice, Attn: IRS Reports Clearance Officer,
SE:W:CAR:MP:T:T:SP, Washington, DC
20224.

An agency may not conduct or sponsor,
and a person is not required to respond to, a
collection of information unless it displays
a valid control number assigned by the Of-
fice of Management and Budget.

Books or records relating to the col-
lection of information must be retained as
long as their contents may become mate-
rial in the administration of any Internal
Revenue law. Generally, tax returns and
tax return information are confidential, as
required by 26 U.S.C. 6103.

Background

On March 7, 2002, the IRS and Trea-
sury Department issued a Treasury deci-
sion that included temporary regulations
and cross-referencing proposed regula-
tions (T.D. 8984, 2002–1 C.B. 668 [67 FR
11034]; REG–102740–02, 2002–1 C.B.
701) implementing the repeal of the Gen-
eral Utilities doctrine in the consolidated
return context pursuant to the mandate
of section 337(d). Those regulations in-
cluded §§1.337(d)–2T, 1.1502–20T(i),
and 1.1502–32T(b)(4)(v).

For dispositions and deconsolidations
of subsidiary stock before March 7, 2002,
and dispositions and deconsolidations
of subsidiary stock on or after March
7, 2002, that were effected pursuant to
a binding written contract entered into
before such date that was in continuous
effect until the disposition or deconsolida-
tion, §1.1502–20T(i) permits consolidated
groups to elect to calculate allowable loss
on the sale of subsidiary stock, or the
basis reduction required on the deconsol-
idation of subsidiary stock, by applying
§1.1502–20 in its entirety, §1.1502–20
without regard to the duplicated loss fac-
tor of the loss disallowance formula, or
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