
paid to the insurance company and allocated to one
or more contracts covering the lives of the employ-
er’s employees. In the event that any policy cover-
ing the life of an employee would lapse in the
absence of new contributions from that employee’s
employer, and if at the same time there are policies
covering the lives of other employees of the
employer that have cash values in excess of the
amounts needed to prevent their lapse, the employer
has the option of reducing its otherwise-required
contribution by amounts withdrawn from those
other policies.

(ii) Arrangement K exhibits at least two of the
characteristics listed in paragraph (c) of this section
generally indicating that the arrangement is not a 10
or more employer plan described in section
419A(f)(6). First, assets of the plan are allocated to
specific employers. Second, because the plan allows
an employer to choose to contribute an amount that
is different than that contributed by another
employer for the same benefit, the amount charged
under the plan is not the same for all participating
employers (and the differences in the amounts are
not reflective of differences in risk or rating factors
that are commonly taken into account in manual
rates used by insurers for the particular benefit or
benefits being provided), resulting in differential
pricing.

(iii) Arrangement K does not satisfy the require-
ments of section 419A(f)(6) and this section
because, at a minimum, the requirement of para-
graph (a)(1)(iii) of this section is not satisfied.
Arrangement K maintains experience-rating
arrangements with respect to individual employers
because the cost of coverage for any employer par-
ticipating in the arrangement is based on a proxy for
the overall experience of that employer. Under
Arrangement K the benefits with respect to an
employer for any year are a fixed amount. For pur-
poses of determining the employer’s cost of cover-
age for that year, the Commissioner may treat the
employer’s contribution under the special rule of
paragraph (b)(4)(ii) of this section (concerning treat-
ment of flexible contribution arrangements) as being
the minimum contribution amount needed to main-
tain the universal life policies with respect to that
employer for the death benefit coverage for that
year. Because the employer has the option to pre-
vent the lapse of one policy by having amounts
withdrawn from other policies, that minimum con-
tribution amount will be based in part on the aggre-
gate value on the policies on the lives of that
employer’s employees. That aggregate value is a
proxy for the employer’s overall experience.
Accordingly, Arrangement K maintains experience-
rating arrangements with respect to individual
employers.

(g) Effective date—(1) In general.
Except as set forth in paragraph (g)(2) of
this section, this section applies to contri-
butions paid or incurred in taxable years
of an employer beginning on or after July
11, 2002.

(2) Compliance information and
recordkeeping. Paragraphs (a)(1)(iv),
(a)(2), and (e) of this section apply for
taxable years of a welfare benefit fund

beginning after the date of publication of
final regulations in the Federal Register.

Robert E. Wenzel,
Deputy Commissioner of

Internal Revenue.

(Filed by the Office of the Federal Register on July
10, 2002, 8:45 a.m., and published in the issue of
the Federal Register for July 11, 2002, 67 F.R.
45933)

Carryback of Consolidated
Net Operating Losses to
Separate Return Years;
Correction

Announcement 2002–68

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Correction to temporary regu-
lations.

SUMMARY: This document contains
corrections to temporary regulations (T.D.
8997, 2002–26 I.R.B. 6) that were pub-
lished in the Federal Register on Friday,
May 31, 2002 (67 FR 38000) that affect
corporations filing consolidated returns.

DATES: This correction is effective May
31, 2002.

FOR FURTHER INFORMATION CON-
TACT: Marie Milnes-Vasquez, (202)
622–7770 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

The temporary regulations that are the
subject of these corrections are under sec-
tions 1502 and 172 of the Internal Rev-
enue Code.

Need for Correction

As published, the temporary regula-
tions contain errors that may prove to be
misleading and are in need of clarifica-
tion.

Correction of Publication

Accordingly, the publication of the
temporary regulations (T.D. 8997), that

were the subject of FR Doc. 02–13576, is
corrected as follows:

1. On page 38001, column 3, in the
preamble under the paragraph heading
“Background”, third full paragraph, line
5, the language “elections are made on a
year-by-basis.” is corrected to read “elec-
tions are made on a year-by-year basis.”

2. On page 38002, column 1, in the
preamble under the paragraph heading
“Special Analyses”, first paragraph, lines
22 and 23, the language “to 5 USC
553(b)(B) and delayed effective date is
not required pursuant to 5 USC” is cor-
rected to read “to 5 U.S.C. 553(b)(3)(B)
and delayed effective date is not required
pursuant to 5 U.S.C.”.

Cynthia E. Grigsby,
Chief, Regulations Unit,
Associate Chief Counsel

(Income Tax and Accounting).

(Filed by the Office of the Federal Register on July
8, 2002, 8:45 a.m., and published in the issue of the
Federal Register for July 9, 2002, 67 F.R. 45310)
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