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comparable profits method, an uncon-
trolled comparable is any uncontrolled 
taxpayer from which data is used to es-
tablish a comparable operating profit. 

(j) Effective dates—(1) The regulations 
in this are generally effective for tax-
able years beginning after October 6, 
1994. 

(2) Taxpayers may elect to apply 
retroactively all of the provisions of 
these regulations for any open taxable 
year. Such election will be effective for 
the year of the election and all subse-
quent taxable years. 

(3) Although these regulations are 
generally effective for taxable years as 
stated, the final sentence of section 482 
(requiring that the income with respect 
to transfers or licenses of intangible 
property be commensurate with the in-
come attributable to the intangible) is 
generally effective for taxable years 
beginning after December 31, 1986. For 
the period prior to the effective date of 
these regulations, the final sentence of 
section 482 must be applied using any 
reasonable method not inconsistent 
with the statute. The IRS considers a 
method that applies these regulations 
or their general principles to be a rea-
sonable method. 

(4) These regulations will not apply 
with respect to transfers made or li-
censes granted to foreign persons be-
fore November 17, 1985, or before Au-
gust 17, 1986, for transfers or licenses to 
others. Nevertheless, they will apply 
with respect to transfers or licenses be-
fore such dates if, with respect to prop-
erty transferred pursuant to an earlier 
and continuing transfer agreement, 
such property was not in existence or 
owned by the taxpayer on such date. 

(5) The last sentences of paragraphs 
(b)(2)(i) and (c)(1) of this section and of 
paragraph (c)(2)(iv) of § 1.482–5 apply for 
taxable years beginning on or after Au-
gust 26, 2003. 

(6)(i) The provisions of paragraphs 
(a)(1), (d)(3)(ii)(C) Example 3, Example 4, 
Example 5, and Example 6, (d)(3)(v), 
(f)(2)(ii)(A), (f)(2)(iii)(B), (g)(4)(i), 
(g)(4)(iii), and (i) of this section are 
generally applicable for taxable years 
beginning after July 31, 2009. 

(ii) A person may elect to apply the 
provisions of paragraphs (a)(1), (b)(2)(i), 
(d)(3)(ii)(C) Example 3, Example 4, Exam-
ple 5, and Example 6, (d)(3)(v), 

(f)(2)(ii)(A), (f)(2)(iii)(B), (g)(4)(i), 
(g)(4)(iii), and (i) of this section to ear-
lier taxable years in accordance with 
the rules set forth in § 1.482–9(n)(2). 

[T.D. 8552, 59 FR 34990, July 8, 1994, as amend-
ed by T.D. 9088, 68 FR 51177, Aug. 26, 2003; 
T.D. 9278, 71 FR 44481, Aug. 4, 2006; 71 FR 
76903, Dec. 22, 2006; T.D. 9441, 74 FR 351, Jan. 
5, 2009; T.D. 9456, 74 FR 38839, Aug. 4, 2009; 74 
FR 46345, Sept. 9, 2009] 

§ 1.482–1T Allocation of income and de-
ductions among taxpayers (tem-
porary). 

(a) through (b)(1) [Reserved] For fur-
ther guidance, see § 1.482–1(a) through 
(b)(1). 

(b)(2) Arm’s length methods—(i) Meth-
ods. Sections 1.482–2 through 1.482–6, 
1.482–7T and 1.482–9 provide specific 
methods to be used to evaluate wheth-
er transactions between or among 
members of the controlled group sat-
isfy the arm’s length standard, and if 
they do not, to determine the arm’s 
length result. Section 1.482–1 and this 
section provide general principles ap-
plicable in determining arm’s length 
results of such controlled transactions, 
but do not provide methods, for which 
reference must be made to those other 
sections in accordance with paragraphs 
(b)(2)(ii) and (iii) of this section. Sec-
tion 1.482–7T provides the specific 
methods to be used to evaluate wheth-
er a cost sharing arrangement as de-
fined in § 1.482–7T produces results con-
sistent with an arm’s length result. 

(ii) [Reserved] For further guidance, 
see § 1.482–1(b)(2)(ii). 

(iii) Coordination of methods applicable 
to certain intangible development ar-
rangements. Section 1.482–7T provides 
the specific methods to be used to de-
termine arm’s length results of con-
trolled transactions in connection with 
a cost sharing arrangement as defined 
in § 1.482–7T. Sections 1.482–4 and 1.482– 
9, as appropriate, provide the specific 
methods to be used to determine arm’s 
length results of arrangements, includ-
ing partnerships, for sharing the costs 
and risks of developing intangible 
property, other that a cost sharing ar-
rangement covered by § 1.482–7T. See 
also §§ 1.482–4T(g) (Coordination with 
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rules governing cost sharing arrange-
ments) and 1.482–9T(m)(3) (Coordina-
tion with rules governing cost sharing 
arrangements). 

(c) through (j)(5) [Reserved] For fur-
ther guidance, see § 1.482–1(c) through 
(j)(5). 

(j)(6)(i) The provisions of paragraphs 
(b)(2)(i) and (b)(2)(iii) of this section are 
generally applicable on January 5, 2009. 

(ii) [Reserved] For further guidance, 
see § 1.482–1(j)(6)(ii). 

(iii) The applicability of paragraphs 
(b)(2)(i) and (b)(2)(iii) of this section ex-
pires on or before December 30, 2011. 

[T.D. 9278, 71 FR 44481, Aug. 4, 2006; 71 FR 
76903, Dec. 22, 2006; T.D. 9441, 74 FR 351, Jan. 
5, 2009; T.D. 9456, 74 FR 38841, Aug. 4, 2009] 

§ 1.482–2 Determination of taxable in-
come in specific situations. 

(a) Loans or advances—(1) Interest on 
bona fide indebtedness—(i) In general. 
Where one member of a group of con-
trolled entities makes a loan or ad-
vance directly or indirectly to, or oth-
erwise becomes a creditor of, another 
member of such group and either 
charges no interest, or charges interest 
at a rate which is not equal to an arm’s 
length rate of interest (as defined in 
paragraph (a)(2) of this section) with 
respect to such loan or advance, the 
district director may make appropriate 
allocations to reflect an arm’s length 
rate of interest for the use of such loan 
or advance. 

(ii) Application of paragraph (a) of this 
section—(A) Interest on bona fide indebt-
edness. Paragraph (a) of this section ap-
plies only to determine the appro-
priateness of the rate of interest 
charged on the principal amount of a 
bona fide indebtedness between mem-
bers of a group of controlled entities, 
including— 

(1) Loans or advances of money or 
other consideration (whether or not 
evidenced by a written instrument); 
and 

(2) Indebtedness arising in the ordi-
nary course of business from sales, 
leases, or the rendition of services by 
or between members of the group, or 
any other similar extension of credit. 

(B) Alleged indebtedness. This para-
graph (a) does not apply to so much of 
an alleged indebtedness which is not in 
fact a bona fide indebtedness, even if 

the stated rate of interest thereon 
would be within the safe haven rates 
prescribed in paragraph (a)(2)(iii) of 
this section. For example, paragraph 
(a) of this section does not apply to 
payments with respect to all or a por-
tion of such alleged indebtedness where 
in fact all or a portion of an alleged in-
debtedness is a contribution to the cap-
ital of a corporation or a distribution 
by a corporation with respect to its 
shares. Similarly, this paragraph (a) 
does not apply to payments with re-
spect to an alleged purchase-money 
debt instrument given in consideration 
for an alleged sale of property between 
two controlled entities where in fact 
the transaction constitutes a lease of 
the property. Payments made with re-
spect to alleged indebtedness (includ-
ing alleged stated interest thereon) 
shall be treated according to their sub-
stance. See § 1.482–2(a)(3)(i). 

(iii) Period for which interest shall be 
charged—(A) General rule. This para-
graph (a)(1)(iii) is effective for indebt-
edness arising after June 30, 1988. See 
§ 1.482–2(a)(3) (26 CFR Part 1 edition re-
vised as of April 1, 1988) for indebted-
ness arising before July 1, 1988. Except 
as otherwise provided in paragraphs 
(a)(1)(iii)(B) through (E) of this section, 
the period for which interest shall be 
charged with respect to a bona fide in-
debtedness between controlled entities 
begins on the day after the day the in-
debtedness arises and ends on the day 
the indebtedness is satisfied (whether 
by payment, offset, cancellation, or 
otherwise). Paragraphs (a)(1)(iii)(B) 
through (E) of this section provide cer-
tain alternative periods during which 
interest is not required to be charged 
on certain indebtedness. These excep-
tions apply only to indebtedness de-
scribed in paragraph (a)(1)(ii)(A)(2) of 
this section (relating to indebtedness 
incurred in the ordinary course of busi-
ness from sales, services, etc., between 
members of the group) and not evi-
denced by a written instrument requir-
ing the payment of interest. Such 
amounts are hereinafter referred to as 
intercompany trade receivables. The 
period for which interest is not re-
quired to be charged on intercompany 
trade receivables under this paragraph 
(a)(1)(iii) is called the interest-free pe-
riod. In general, an intercompany trade 
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