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transaction in which stock transferred 
from S to B— 

(A) Is cancelled or redeemed on or 
after July 12, 1995; 

(B) Is treated as cancelled in a liq-
uidation pursuant to an election under 
section 338(h)(10) with respect to a 
qualified stock purchase with an acqui-
sition date on or after July 12, 1995; 

(C) Is distributed on or after July 12, 
1995; or 

(D) Is exchanged on or after July 12, 
1995 for stock of a member (determined 
immediately after the exchange) in a 
transaction that would cause S’s gain 
or loss from the transfer to be taken 
into account under prior law. 

(iii) Time and manner of making elec-
tion. An election under this paragraph 
(l)(3) is made by attaching to a timely 
filed original return (including exten-
sions) for the consolidated return year 
including July 12, 1995 a statement en-
titled ‘‘[Insert Name and Employer 
Identification Number of Common Par-
ent] HEREBY ELECTS THE APPLICA-
TION OF § 1.1502–13(l)(3).’’ See para-
graph (f)(5)(ii)(E) of this section for the 
manner of electing the relief provisions 
of paragraph (f)(5)(ii) of this section. 

(4) Prior law. For transactions occur-
ring in S’s years beginning before July 
12, 1995, see the applicable regulations 
issued under section 1502. See §§ 1.1502– 
13, 1.1502–13T, 1.1502–14, 1.1502–14T, 
1.1502–31, and 1.1502–32 (as contained in 
the 26 CFR part 1 edition revised as of 
April 1, 1995). 

(5) Consent to adopt method of account-
ing. For intercompany transactions oc-
curring in a consolidated group’s first 
taxable year beginning on or after July 
12, 1995, the Commissioner’s consent 
under section 446(e) is hereby granted 
for any changes in methods of account-
ing that are necessary solely by reason 
of the timing rules of this section. 
Changes in method of accounting for 
these transactions are to be effected on 
a cut-off basis. 

(m) Effective/applicability date. Para-
graphs (f)(5)(ii)(E) and (f)(6)(i)(C)(2) of 
this section apply to any original con-
solidated Federal income tax return 
due (without extensions) after June 14, 
2007. For original consolidated Federal 
income tax returns due (without exten-
sions) after May 30, 2006, and on or be-
fore June 14, 2007, see § 1.1502–13T as 

contained in 26 CFR part 1 in effect on 
April 1, 2007. For original consolidated 
Federal income tax returns due (with-
out extensions) on or before May 30, 
2006, see § 1.1502–13 as contained in 26 
CFR part 1 in effect on April 1, 2006. 

[T.D. 8597, 60 FR 36685, July 18, 1995] 

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 1.1502–13, see the List of 
CFR Sections Affected, which appears in the 
Finding Aids section of the printed volume 
and on GPO Access. 

§ 1.1502–13T Intercompany trans-
actions (temporary). 

(a) through (c)(6)(ii)(B) [Reserved]. 
For further guidance, see § 1.1502–13(a) 
through (c)(6)(ii)(B). 

(C) Certain intercompany gains on 
member stock—(1) In general. Notwith-
standing paragraph (c)(6)(ii)(A)(1), 
intercompany gain with respect to 
member stock is redetermined to be ex-
cluded from gross income to the extent 
that— 

(i) The gain is the common parent’s 
(P) intercompany item; 

(ii) Immediately before the intercom-
pany gain is taken into account, P 
holds the member stock with respect to 
which the intercompany gain was real-
ized; 

(iii) P’s basis in such member stock 
that reflects the intercompany gain 
that is taken into account is elimi-
nated without the recognition of gain 
or loss (and such eliminated basis is 
not further reflected in the basis of any 
successor asset); 

(iv) The group has not and will not 
derive any Federal income tax benefit 
from the intercompany transaction 
that gave rise to such intercompany 
gain or the redetermination of the 
intercompany gain (including any ad-
justment to basis in member stock 
under § 1.1502–32); and 

(v) The effects of the intercompany 
transaction have not previously been 
reflected, directly or indirectly, on the 
group’s consolidated return. For this 
purpose, the redetermination of the 
intercompany gain is not in and of 
itself considered a Federal income tax 
benefit. 

(2) Effective/applicability date—(i) In 
general. This paragraph (c)(6)(ii)(C) ap-
plies with respect to items taken into 
account on or after March 7, 2008. 
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(ii) Expiration date. The applicability 
of this paragraph (c)(6)(ii)(C) will ex-
pire on March 7, 2011. 

(c)(6)(ii)(D) through (f)(7)(i) Example 6 
[Reserved]. For further guidance, see 
§ 1.1502–13(c)(6)(ii)(D) through (f)(7)(i) 
Example 6. 

Example 7. Intercompany stock sale followed 
by section 332 liquidation into common parent. 
(i) Facts. P owns all of the stock of S, S owns 
all the stock of T, and T owns all of the 
stock of T1. On January 1 of Year 1, S dis-
tributes all of the T stock to P in a distribu-
tion to which section 301 applies. At the time 
of this distribution, the value of the T stock 
is $100 and S has a $40 basis in the T stock. 
Under section 311(b), S recognizes a $60 gain. 
Under section 301(d), P’s basis in the T stock 
is $100. S will take its $60 gain into account 
under the matching rule in paragraph (c) of 
this section. On January 1 of Year 4, in an 
independent transaction, S distributes all of 
its assets to P in a complete liquidation to 
which section 332 applies, and, under para-
graph (j)(2) of this section, P succeeds to S’s 
$60 gain. On January 1 of Year 7, T distrib-
utes all of its T1 stock to P in a transaction 
to which section 355 applies. At the time of 
this distribution, P has a basis in the T stock 
of $100, the value of the T stock (without re-
gard to T1) is $75, and the value of the T1 
stock is $25. Under section 358, P allocates 
$25 of its $100 basis in the T stock to the T1 
stock, and, under paragraph (j)(1) of this sec-
tion, the T1 stock becomes a successor asset 
to the T stock. On January 1 of Year 9, in an 
independent transaction, when T’s assets 
have a value of $75, T distributes all of its as-
sets to P in a complete liquidation to which 
section 332 applies. 

(ii) Analysis. Under paragraphs (b)(1) and 
(f)(2) of this section, S’s distribution of the T 
stock to P is an intercompany transaction, S 
is the selling member, and P is the buying 
member. In Year 9 when T liquidates, P has 
$0 of unrecognized gain or loss under section 
332 because P has a $75 basis in the stock of 
T and receives a $75 distribution with respect 
to its T stock. Under paragraph (b)(3)(ii) of 
this section, P’s $0 of unrecognized gain or 
loss with respect to the T stock under sec-
tion 332 is a corresponding item. P takes $45 
of its intercompany gain into account under 
the matching rule in Year 9 to reflect the 
difference between P’s $0 of unrecognized 
gain and P’s $45 of recomputed unrecognized 
gain. (If P and S were divisions of a single 
corporation, P would have had a $40 basis in 
the T stock, and, after the Year 7 distribu-
tion of the T1 stock, would have held the T 
stock with a $30 basis.) Paragraph (c)(6) of 
this section does not prevent the redeter-
mination of P’s intercompany gain as ex-
cluded from gross income to the extent that 
the gain is P’s intercompany item, P holds 

the T stock with respect to which this por-
tion of the intercompany gain was realized, 
P’s basis in the T stock that reflects the $45 
intercompany gain taken into account is 
eliminated without the recognition of gain 
or loss (and this eliminated basis is not fur-
ther reflected in the basis of any successor 
asset), the group has not derived any Federal 
income tax benefit from the basis in the T 
stock and will not derive any Federal income 
tax benefit from a redetermination of this 
portion of the gain, and the effects of the 
intercompany transaction have not pre-
viously been reflected, directly or indirectly, 
on the P group’s consolidated return. (See 
paragraph (c)(6)(ii)(C) of this section). Ac-
cordingly, under paragraph (c)(6)(ii)(C) of 
this section, the $45 intercompany gain that 
P takes into account is redetermined to be 
excluded from gross income. 

Example 8. Intercompany stock sale followed 
by section 355 distribution by the common par-
ent. (i) Facts. The facts are the same as Exam-
ple 7, except that T does not distribute the 
stock of T1, instead, in Year 7, T makes a 
distribution of $50 to P in a transaction to 
which section 301 applies. Under § 1.1502–32, 
P’s basis in its T stock is reduced by $50 and, 
under paragraph (f)(2)(ii) of this section, the 
intercompany distribution is excluded from 
P’s gross income. Further, in Year 9, instead 
of liquidating T, P distributes the T stock to 
its shareholders in a transaction to which 
section 355 applies. 

(ii) Analysis. On the distribution of the T 
stock, P has $0 of unrecognized gain under 
section 355(c) because P has a $50 basis in the 
stock of T which has a value of $50. Under 
paragraph (b)(3)(ii) of this section, P’s $0 of 
unrecognized gain or loss with respect to the 
T stock under section 355(c) is a cor-
responding item. P takes its $60 intercom-
pany gain into account under the matching 
rule in Year 9 to reflect the difference be-
tween P’s $0 of unrecognized gain and P’s $60 
of recomputed gain ($50 unrecognized gain 
and $10 recognized gain). (If P and S were di-
visions of a single corporation, P would have 
had a $40 basis in the T stock, and, after the 
Year 7 distribution, would have held the T 
stock with a $10 excess loss account.) Para-
graph (c)(6) of this section does not prevent 
the redetermination of P’s intercompany 
gain as excluded from gross income to the 
extent that the gain is P’s intercompany 
gain, P holds the T stock with respect to 
which this portion of the intercompany gain 
was realized, P’s basis in the T stock that re-
flects the $60 intercompany gain taken into 
account is eliminated without the recogni-
tion of gain or loss (and this eliminated basis 
is not further reflected in any successor 
asset), the group has not derived any Federal 
income tax benefit from the basis in the T 
stock and will not derive any Federal income 
tax benefit from a redetermination of this 
portion of the gain, and the effects of the 
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intercompany transaction have not pre-
viously been reflected, directly or indirectly, 
on the P group’s consolidated return. (See 
paragraph (c)(6)(ii)(C) of this section). The 
intercompany transaction with respect to 
the T stock resulted in an increase in the 
basis of the T stock, and this increase in the 
basis of the T stock prevented P from hold-
ing the T stock with a $10 excess loss ac-
count (as a result of the Year 7 distribution) 
at the time of the section 355 distribution. 
Accordingly, the group derived a Federal in-
come tax benefit from the intercompany 
transaction to the extent of $10. As such, 
under paragraph (c)(6)(ii)(C) of this section, 
only $50 of the $60 intercompany gain that P 
takes into account is redetermined to be ex-
cluded from gross income. 

(iii) Application of section 355(e). If it was 
determined that section 355(e) applied to P’s 
distribution of the T stock, P would recog-
nize $0 of gain and derive a Federal income 
tax benefit to the extent of the full $60 in-
crease in the basis of the T stock. Therefore, 
no portion of P’s intercompany gain would 
be redetermined to be excluded from gross 
income under paragraph (c)(6)(ii)(C) of this 
section. 

(ii) Effective/applicability date—(A) In 
general. Paragraph (f)(7)(i) Examples 7 
and 8 of this section apply with respect 
to items taken into account on or after 
March 7, 2008. 

(B) Expiration date. The applicability 
of paragraph (f)(7)(i) Examples 7 and 8 of 
this section will expire on March 7, 
2011. 

(c)(6)(ii)(D) through (f)(5)(ii)(A) [Re-
served] For further guidance, see 
§ 1.1502–13(c)(6)(ii)(D) through 
(f)(5)(ii)(A). 

(B) Section 332—(1) In general. If sec-
tion 332 would otherwise apply to T’s 
(old T’s) liquidation into B, and B 
transfers substantially all of old T’s as-
sets to a new member (new T), and if a 
direct transfer of substantially all of 
old T’s assets to new T would qualify 
as a reorganization described in section 
368(a), then, for all Federal income tax 
purposes, T’s liquidation into B and B’s 
transfer of substantially all of old T’s 
assets to new T will be disregarded and 
instead, the transaction will be treated 
as if old T transferred substantially all 
of its assets to new T in exchange for 
new T stock and the assumption of T’s 
liabilities in a reorganization described 
in section 368(a). (Under § 1.1502–13(j)(1), 
B’s stock in new T would be a successor 
asset to B’s stock in old T, and S’s gain 

would be taken into account based on 
the new T stock.) 

(2) Time limitation and adjustments. 
The transfer of old T’s assets to new T 
qualifies under paragraph (f)(5)(ii)(B)(1) 
of this section only if B has entered 
into a written plan, on or before the 
due date of the group’s consolidated in-
come tax return (including extensions), 
to transfer the T assets to new T, and 
the statement described in paragraph 
(f)(5)(ii)(E) of this section is included 
on or with a timely filed consolidated 
tax return for the tax year that in-
cludes the date of the liquidation (in-
cluding extensions). However, see para-
graph (f)(5)(ii)(F) of this section for 
certain situations in which the plan 
may be entered into after the due date 
of the return and the statement de-
scribed in paragraph (f)(5)(ii)(E) of this 
section may be included on either an 
original tax return or an amended tax 
return filed after the due date of the 
return. In either case, the transfer of 
substantially all of T’s assets to new T 
must be completed within 12 months of 
the filing of the return. Appropriate 
adjustments are made to reflect any 
events occurring before the formation 
of new T and to reflect any assets not 
transferred to new T, or liabilities not 
assumed by new T. For example, if B 
retains an asset of old T, the asset is 
treated under § 1.1502–13(f)(3) as ac-
quired by new T but distributed to B 
immediately after the reorganization. 

(f)(5)(ii)(B)(3) through (f)(5)(ii)(E) [Re-
served] For further guidance, see 
§ 1.1502–13(f)(5)(ii)(B)(3) through 
(f)(5)(ii)(E). 

(F) Effective/Applicability date—(1) 
General rule. Paragraphs (f)(5)(ii)(B)(1) 
and (2) of this section apply to trans-
actions in which old T’s liquidation 
into B occurs on or after October 25, 
2007. 

(2) Prior periods. For transactions in 
which old T’s liquidation into B occurs 
before October 25, 2007, see § 1.1502– 
13(f)(5)(ii)(B)(1) and (2) in effect prior to 
October 25, 2007 as contained in 26 CFR 
part 1, revised April 1, 2009. 

(3) Special rule for tax returns filed be-
fore November 3, 2009 In the case of a liq-
uidation on or after October 25, 2007, by 
a taxpayer whose original tax return 
for the year of liquidation was filed on 
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or before November 3, 2009 then, not-
withstanding paragraph (f)(5)(ii)(B)(2) 
of this section and § 1.1502– 
13(f)(5)(ii)(E), the election to apply 
paragraph (f)(5)(ii)(B) of this section 
may be made by entering into the writ-
ten plan described in paragraph 
(f)(5)(ii)(B) of this section on or before 
November 3, 2009, including the state-
ment described in § 1.1502–13(f)(5)(ii)(E) 
on or with an original tax return or an 
amended tax return for the tax year 
that includes the liquidation filed on or 
before November 3, 2009, and transfer-
ring substantially all of T’s assets to 
new T within 12 months of the filing of 
such original or amended return. 

(G) Expiration date. Paragraphs 
(f)(5)(ii)(B), (B)(1), (B)(2) and (F)(1), (2), 
and (3) of this section will expire on 
September 3, 2012. 

(f)(6) through (f)(7)(i) Example 6 [Re-
served] For further guidance, see 
§ 1.1502–13(f)(6) through (f)(7)(i) Example 
6. 

(g) through (m) [Reserved]. For fur-
ther guidance, see § 1.1502–13(g) through 
(m). 

[T.D. 9383, 73 FR 12267, Mar. 7, 2008, as amend-
ed at 73 FR 18160, Apr. 3, 2008; 74 FR 45759, 
Sept. 4, 2009; T.D. 9458, 75 FR 1704, Jan. 13, 
2010] 

§ 1.1502–15 SRLY limitation on built-in 
losses. 

(a) SRLY limitation. Except as pro-
vided in paragraph (f) of this section 
(relating to built-in losses of the com-
mon parent) and paragraph (g) of this 
section (relating to an overlap with 
section 382), built-in losses are subject 
to the SRLY limitation under §§ 1.1502– 
21(c) and 1.1502–22(c) (including applica-
ble subgroup principles). Built-in losses 
are treated as deductions or losses in 
the year recognized, except for the pur-
pose of determining the amount of, and 
the extent to which the built-in loss is 
limited by, the SRLY limitation for 
the year in which it is recognized. Sole-
ly for such purpose, a built-in loss is 
treated as a hypothetical net operating 
loss carryover or net capital loss carry-
over arising in a SRLY, instead of as a 
deduction or loss in the year recog-
nized. To the extent that a built-in loss 
is allowed as a deduction under this 
section in the year it is recognized, it 
offsets any consolidated taxable in-

come for the year before any loss 
carryovers or carrybacks are allowed 
as a deduction. To the extent not so al-
lowed, it is treated as a separate net 
operating loss or net capital loss carry-
over or carryback arising in the year of 
recognition and, under § 1.1502–21(c) or 
1.1502–22(c), the year of recognition is 
treated as a SRLY. 

(b) Built-in losses—(1) Defined. If a 
corporation has a net unrealized built- 
in loss under section 382(h)(3) (as modi-
fied by this section) on the day it be-
comes a member of the group (whether 
or not the group is a consolidated 
group), its deductions and losses are 
built-in losses under this section to the 
extent they are treated as recognized 
built-in losses under section 
382(h)(2)(B) (as modified by this sec-
tion). This paragraph (b) generally ap-
plies separately with respect to each 
member, but see paragraph (c) of this 
section for circumstances in which it is 
applied on a subgroup basis. 

(2) Operating rules. Solely for pur-
poses of applying paragraph (b)(1) of 
this section, the principles of § 1.1502– 
94(c) apply with appropriate adjust-
ments, including the following: 

(i) Stock acquisition. A corporation is 
treated as having an ownership change 
under section 382(g) on the day the cor-
poration becomes a member of a group, 
and no other events (e.g., a subsequent 
ownership change under section 382(g) 
while it is a member) are treated as 
causing an ownership change. 

(ii) Asset acquisition. In the case of an 
asset acquisition by a group, the assets 
and liabilities acquired directly from 
the same transferor (whether corporate 
or non-corporate, foreign or domestic) 
pursuant to the same plan are treated 
as the assets and liabilities of a cor-
poration that becomes a member of the 
group (and has an ownership change) 
on the date of the acquisition. 

(iii) Recognized built-in gain or loss. A 
loss that is included in the determina-
tion of net unrealized built-in gain or 
loss and that is recognized but dis-
allowed or deferred (e.g., under 
§ 1.337(d)–2, § 1.1502–35, § 1.1502–36, or sec-
tion 267) is not treated as a built-in 
loss unless and until the loss would be 
allowed during the recognition period 
without regard to the application of 
this section. Section 382(h)(1)(B)(ii) 
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