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stock basis for earnings and profits
purposes that are reflected in that
amount, are not redetermined if P sells
S’s stock after the effective date. If S
sells the remaining 20% of T’s stock
after the effective date, S’s stock basis
adjustments with respect to that T
stock are also not redetermined be-
cause T became a nonmember before
the effective date. However, if T and U
continue to file a consolidated return
with each other, paragraph (e)(1) of
this section did not apply, and T sells
U’s stock after the effective date, T’s
earnings and profits with respect to U
are redetermined (even though some of
the earnings and profits may have been
taken into account by S in its prior
sale of T’s stock before the effective
date).

(iii) Deferred amounts. For purposes of
this paragraph (j)(2), a disposition does
not include a transaction to which
§1.1502-13, §1.1502-13T, §1.1502-14, or
§1.1502-14T applies. Instead, the trans-
action is deemed to occur as the earn-
ings and profits (if any) are taken into
account.

(3) Deconsolidations and group struc-
ture changes—(i) In general. Paragraphs
(e) and (f) of this section apply with re-
spect to deconsolidations and group
structure changes occurring in consoli-
dated return years beginning on or
after January 1, 1995.

(if) Prior period group structure
changes. If there was a group structure
change in a consolidated return year
beginning before January 1, 1995, and
earnings and profits were not deter-
mined under §1.1502-33T(a) as con-
tained in the 26 CFR part 1 edition re-
vised as of April 1, 1994, a distribution
in a tax year ending after September 7,
1988, of earnings and profits that are
not reflected in the earnings and prof-
its of the distributee member, but
would have been so reflected if §1.1502-
33T(a) as contained in the 26 CFR part
1 edition revised as of April 1, 1994 had
applied, the negative adjustment under
paragraph (b) of this section for dis-
tributions does not apply (and there is
therefore no offset to the increase in
the earnings and profits of the dis-
tributee).

(4) Deemed dividend elections. If there
is a deemed distribution and recon-
tribution pursuant to §1.1502-32(f)(2) as

26 CFR Ch. | (4-1-05 Edition)

contained in the 26 CFR part 1 edition
revised as of April 1, 1994 in a consoli-
dated return year beginning before
January 1, 1995, the deemed distribu-
tion and recontribution under the elec-
tion are treated as an actual distribu-
tion by S and recontribution by P as
provided under the election.

(5) Prior law. For prior determina-
tions, see prior regulations under sec-
tion 1502 as in effect with respect to
the determination. See, e.g., §§1.1502-33
and 1.1502-33T as contained in the 26
CFR part 1 edition revised as of April 1,
1994.

[T.D. 8560, 59 FR 41695, Aug. 15, 1994, as
amended by T.D. 8597, 60 FR 36710, July 18,
1995]

§1.1502-34 Special aggregate stock
ownership rules.

For purposes of §§1.1502-1 through
1.1502-80, in determining the stock
ownership of a member of a group in
another corporation (the ‘‘issuing cor-
poration’’) for purposes of determining
the application of section 165(g)(3)(A),
332(b)(1), 333(b), 351(a), 732(f), or 904(f),
in a consolidated return year, there
shall be included stock owned by all
other members of the group in the
issuing corporation. Thus, assume that
members A, B, and C each own 33% per-
cent of the stock issued by D. In such
case, A, B, and C shall each be treated
as meeting the 80-percent stock owner-
ship requirement for purposes of sec-
tion 332, and no member can elect to
have section 333 apply. Furthermore,
the special rule for minority share-
holders in section 337(d) cannot apply
with respect to amounts received by A,
B, or C in liquidation of D.

[T.D. 6894, 31 FR 11794, Sept. 8, 1966, as
amended by T.D. 8949, 66 FR 32902, June 19,
2001]

§1.1502-35T Transfers of subsidiary
member stock and deconsolidations
of subsidiary members (temporary).

(a) Purpose. The purpose of this sec-
tion is to prevent a group from obtain-
ing more than one tax benefit from a
single economic loss. The provisions of
this section shall be construed in a
manner consistent with that purpose
and in a manner that reasonably car-
ries out that purpose.
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