
Part IV. Items of General Interest
Notice of Proposed
Rulemaking by
Cross-Reference to
Temporary Regulations

Section 1374 Effective Dates

REG–139683–04

AGENCY: Internal Revenue Service
(IRS), Treasury.

ACTION: Notice of proposed rulemaking
by cross-reference to temporary regula-
tions.

SUMMARY: In this issue of the Bulletin,
the IRS is issuing temporary regulations
(T.D. 9170) that provide guidance con-
cerning the applicability of section 1374 to
S corporations that acquire assets in car-
ryover basis transactions from C corpora-
tions on or after December 27, 1994, and to
certain corporations that terminate S cor-
poration status and later elect again to be-
come S corporations. The text of those
regulations also serves as the text of these
proposed regulations.

DATES: Written or electronic comments,
and a request for a public hearing, must be
received by March 22, 2005.

ADDRESSES: Send submissions to:
CC:PA:LPD:PR (REG–139683–04), room
5203, Internal Revenue Service, P.O. Box
7604, Ben Franklin Station, Washing-
ton, DC 20044. Submissions may be
hand-delivered Monday through Friday
between the hours of 8 a.m. and 4 p.m.
to CC:PA:LPD:PR (REG–139683–04),
Courier’s Desk, Internal Revenue Service,
1111 Constitution Avenue, NW, Wash-
ington, DC, or sent electronically, via the
IRS internet site at www.irs.gov/regs or
via the Federal eRulemaking Portal at
www.regulations.gov (indicate IRS and
REG–139683–04).

FOR FURTHER INFORMATION
CONTACT: Concerning the proposed
regulations, Stephen R. Cleary, (202)
622–7750, concerning submissions of
comments, Sonya Cruse, (202) 622–4693
(not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Background and Explanation of
Provisions

Temporary Regulations in this issue of
the Bulletin amend 26 CFR Part 1 relating
to section 1374. The temporary regula-
tions provide that (a) section 1374(d)(8)
applies to any transaction described in
that section that occurs on or after De-
cember 27, 1994, regardless of the date
of the S corporation’s election under
section 1362, and (b) for purposes of sec-
tion 633(d)(8) of the Tax Reform Act of
1986, as amended by the Technical and
Miscellaneous Revenue Act of 1988, a
corporation’s most recent S election, not
an earlier election that has been revoked or
terminated, determines whether or not it is
subject to current section 1374. The text of
those regulations also serves as the text of
these proposed regulations. The preamble
to the temporary regulations explains the
amendments.

Special Analysis

It has been determined that this pro-
posed regulation is not a significant regu-
latory action as defined in Executive Order
12866. Therefore, a regulatory assessment
is not required. It also has been determined
that section 553(b) of the Administrative
Procedure Act (5 U.S.C. chapter 5) does
not apply to §1.1374–8(a)(2) of these reg-
ulations. Because §1.1374–8(a)(2) does
not impose a collection of information on
small entities, it is not subject to the pro-
visions of the Regulatory Flexibility Act
(5 U.S.C. chapter 6). It is hereby certified
that §1.1374–10(c) of this regulation will
not have a significant economic impact
on a substantial number of small entities.
This certification is based on the fact that
§1.1374–10(c) of this regulation addresses
an uncommon fact situation not likely to
affect a significant number of small en-
tities. Therefore, a regulatory flexibility
analysis is not required. Pursuant to sec-
tion 7805(f) of the Internal Revenue Code,
these proposed regulations have been sub-
mitted to the Chief Counsel for Advocacy
of the Small Business Administration for
comment on their impact on small busi-
ness.

Comments and Requests for a Public
Hearing

Before these proposed regulations are
adopted as final regulations, consideration
will be given to any written comments
(a signed original and eight (8) copies)
or electronic comments that are submit-
ted timely to the IRS. The IRS and Trea-
sury Department specifically request com-
ments on the clarity of the proposed rules
and how they may be made easier to un-
derstand. All comments will be available
for public inspection and copying. A pub-
lic hearing may be scheduled if requested
in writing by any person that timely sub-
mits written comments. If a public hearing
is scheduled, notice of the date, time, and
place for the public hearing will be pub-
lished in the Federal Register.

Drafting Information

The principal author of these regula-
tions is Stephen R. Cleary of the Office
of Associate Chief Counsel (Corporate).
Other personnel from Treasury and the IRS
participated in their development.

* * * * *

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 1 is proposed
to be amended as follows:

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 1.1374–8 is amended by

redesignating paragraph (a) as paragraph
(a)(1) and adding paragraph (a)(2) to read
as follows:

§1.1374–8 Section 1374(d)(8)
transactions.

(a)(1) * * *
(2) [The text of the proposed amend-

ment to §1.1374–8(a)(2) is the same as the
text of §1.1374–8T(a)(2) published else-
where in this issue of the Bulletin.].

* * * * *
Par. 3. In §1.1374–10, paragraph (c) is

added to read as follows:
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§1.1374–10 Effective date and additional
rules.

* * * * *
(c) [The text of proposed

§1.1374–10(c) is the same as the text of
§1.1374–10T(c) published elsewhere in
this issue of the Bulletin].

Mark E. Matthews,
Deputy Commissioner for
Services and Enforcement.

(Filed by the Office of the Federal Register on December 21,
2004, 8:45 a.m., and published in the issue of the Federal
Register for December 22, 2004, 69 F.R. 76635)

Notice of Proposed
Rulemaking and Notice of
Public Hearing

Regulations Governing
Practice Before the Internal
Revenue Service

REG–159824–04

AGENCY: Office of the Secretary, Trea-
sury.

ACTION: Notice of proposed rulemaking
and notice of public hearing.

SUMMARY: This notice proposes amend-
ments to the regulations governing prac-
tice before the Internal Revenue Service
(Circular 230). These regulations affect in-
dividuals who are eligible to practice be-
fore the IRS. The proposed modifications
set forth standards for State or local bond
opinions. This document also provides no-
tice of a public hearing regarding the pro-
posed regulations.

DATES: Written or electronically gener-
ated comments and outlines of topics to be
discussed at the public hearing scheduled
for March 22, 2005, must be received by
March 1, 2005.

ADDRESSES: Send submissions to:
CC:PA:LPD:PR (REG–159824–04), room
5203, Internal Revenue Service, POB
7604, Ben Franklin Station, Washing-
ton, DC 20044. Submissions may be
hand delivered Monday through Friday
between the hours of 8 a.m. and 4 p.m.
to: CC:PA:LPD:PR (REG–159824–04),
Courier’s Desk, Internal Revenue Service,

1111 Constitution Avenue, NW, Wash-
ington, DC. Alternatively, taxpayers may
submit comments electronically via the
IRS Internet site at: www.irs.gov/regs.
The hearing will be held in the Internal
Revenue Service auditorium on the sev-
enth floor.

FOR FURTHER INFORMATION
CONTACT: Concerning issues for com-
ment, Heather L. Dostaler at (202)
622–4940 or Vicki Tsilas at (202)
622–3980; concerning submissions of
comments, Treena Garrett of the Publi-
cations and Regulations Branch at (202)
622–7180 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information contained
in this notice of proposed rulemaking has
been submitted to the Office of Manage-
ment and Budget for review in accordance
with the Paperwork Reduction Act of 1995
(44 U.S.C. 3507). Comments on the col-
lection of information should be sent to the
Office of Management and Budget, Attn:
Desk Officer for the Department of the
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. Comments on the collection of in-
formation should be received by February
18, 2005. Comments are specifically re-
quested concerning:

Whether the proposed collection of
information and retention is necessary
for the proper performance of the Office
of Professional Responsibility, including
whether the information will have practi-
cal utility;

The accuracy of the estimated burden
associated with the proper collection and
retention of information (see below);

How the quality, utility, and clarity of
the information to be collected may be en-
hanced;

How the burden of complying with the
proposed collection and retention of in-
formation may be minimized, including
through the application of automated col-
lection techniques or other forms of infor-
mation technology; and

Estimates of capital or start-up costs
and costs of operation, maintenance, and

purchase of services to provide informa-
tion.

The collection of information in these
proposed regulations is in §10.39. This in-
formation is required to ensure practition-
ers comply with minimum standards when
writing a State or local bond opinion. This
information will assist the Commissioner,
through the Office of Professional Respon-
sibility, to ensure that practitioners prop-
erly advise taxpayers regarding state or lo-
cal bonds. The collection of information is
mandatory. The likely recordkeepers and
respondents are individuals.

To comply with §10.39, a practitioner
may provide a single State or local bond
opinion or may provide a combination
of documents, but only if the documents,
taken together, satisfy the requirements of
§10.39. The estimates below are based on
an average of 10 opinions given by a prac-
titioner per year with an average increased
time of 1 to 3 hours per opinion.

Estimated total recordkeeping and re-
porting burden is 30,000 hours.

Estimated annual burden per practi-
tioner varies from 10 to 30 hours, depend-
ing on individual circumstances, with an
estimated average of 20 hours.

Estimated number of affected practi-
tioners is 1,500.

Estimated annual frequency of re-
sponses (providing a State or local bond
opinion or a combination of documents) is
on occasion.

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 a collection
of information must be retained as long
as their contents may become material in
the administration of any internal revenue
law. Generally, tax returns and tax return
information are confidential, as required
by section 6103 of the Internal Revenue
Code.

Background

Section 330 of title 31 of the United
States Code authorizes the Secretary of
the Treasury to regulate the practice of
representatives before the Treasury De-
partment. The Secretary has published
the regulations governing standards of
practice in Circular 230 (31 CFR part 10).
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