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of the interests in such partnership are
owned, directly or indirectly, by or for such
partner.

(4) Certain income qualifying under regulated
investment company or real estate trust
provisions

The term ‘‘qualifying income’ also includes
any income which would qualify under section
851(b)(2) or 856(c)(2).

(5) Special rule for determining gross income
from certain real property sales

In the case of the sale or other disposition of
real property described in section 1221(1), gross
income shall not be reduced by inventory
costs.

(e) Inadvertent terminations

If—

(1) a partnership fails to meet the gross in-
come requirements of subsection (¢)(2),

(2) the Secretary determines that such fail-
ure was inadvertent,

(3) no later than a reasonable time after the
discovery of such failure, steps are taken so
that such partnership once more meets such
gross income requirements, and

(4) such partnership agrees to make such ad-
justments (including adjustments with respect
to the partners) or to pay such amounts as
may be required by the Secretary with respect
to such period,

then, notwithstanding such failure, such entity
shall be treated as continuing to meet such
gross income requirements for such period.

(f) Effect of becoming corporation

As of the 1st day that a partnership is treated
as a corporation under this section, for purposes
of this title, such partnership shall be treated
as—

(1) transferring all of its assets (subject to
its liabilities) to a newly formed corporation
in exchange for the stock of the corporation,
and

(2) distributing such stock to its partners in
liquidation of their interests in the partner-
ship.

(Added Pub. L. 100-203, title X, §10211(a), Dec. 22,
1987, 101 Stat. 1330-403; amended Pub. L. 100-647,
title II, §2004(f)(1), (3)—(5), Nov. 10, 1988, 102 Stat.
3602, 3603.)

AMENDMENTS

1988—Subsec. (c)(1). Pub. L. 100-647, §2004(f)(3), in-
serted at end ‘‘For purposes of the preceding sentence,
a partnership shall not be treated as being in existence
during any period before the 1st taxable year in which
such partnership (or a predecessor) was a publicly trad-
ed partnership.”’

Subsec. (d)(1). Pub. L. 100-647, §2004(f)(4), inserted at
end ‘“‘For purposes of subparagraph (E), the term ‘min-
eral or natural resource’ means any product of a char-
acter with respect to which a deduction for depletion is
allowable under section 611; except that such term shall
not include any product described in subparagraph (A)
or (B) of section 613(b)(7).”

Subsec. (d)(3). Pub. L. 100-647, §2004(f)(5), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘““The term ‘real property rent’ means amounts
which would qualify as rent from real property under
section 856(d) if such section were applied without re-
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gard to paragraph (2)(C) thereof (relating to independ-
ent contractor requirements).”’

Subsec. (e)(4). Pub. L. 100-647, §2004(f)(1), inserted ‘‘or
to pay such amounts’ before ‘‘as may be required’’.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provisions of
the Revenue Act of 1987, Pub. L. 100-203, title X, to
which such amendment relates, see section 2004(u) of
Pub. L. 100-647, set out as a note under section 56 of
this title.

EFFECTIVE DATE

Section 10211(c) of Pub. L. 100-203, as amended by
Pub. L. 100-647, title II, §2004(f)(2), Nov. 10, 1988, 102
Stat. 3602, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section] shall apply—

““(A) except as provided in subparagraph (B), to tax-
able years beginning after December 31, 1987, or
‘“(B) in the case of an existing partnership, to tax-

able years beginning after December 31, 1997.

‘“(2) EXISTING PARTNERSHIP.—For purposes of this sub-
section—

‘“(A) IN GENERAL.—The term ‘existing partnership’
means any partnership if—

‘(i) such partnership was a publicly traded part-
nership on December 17, 1987,

“(ii) a registration statement indicating that
such partnership was to be a publicly traded part-
nership was filed with the Securities and Exchange
Commission with respect to such partnership on or
before such date, or

‘“(iii) with respect to such partnership, an appli-
cation was filed with a State regulatory commis-
sion on or before such date seeking permission to
restructure a portion of a corporation as a publicly
traded partnership.
¢(B) SPECIAL RULE WHERE SUBSTANTIAL NEW LINE OF

BUSINESS ADDED AFTER DECEMBER 17, 1987.—A partner-

ship which, but for this subparagraph, would be treat-

ed as an existing partnership shall cease to be treated
as an existing partnership as of the 1st day after De-
cember 17, 1987, on which there has been an addition
of a substantial new line of business with respect to
such partnership.

¢“(C) COORDINATION WITH PASSIVE-TYPE INCOME RE-

QUIREMENTS.—In the case of an existing partnership,

paragraph (1) of section 7704(c) of the Internal Reve-

nue Code of 1986 (as added by this section) shall be ap-
plied by substituting for ‘December 31, 1987’ the ear-
lier of—

‘(i) December 31, 1997, or

“(ii) the day (if any) as of which such partnership
ceases to be treated as an existing partnership by
reason of subparagraph (B).”

SECTION REFERRED TO IN OTHER SECTIONS

This section is referred to in section 988 of this title;
title 29 section 1107.

CHAPTER 80—GENERAL RULES

Subchapter Sec.t
A. Application of internal revenue laws .... 7801
B. Effective date and related provisions .... 7851
C. Provisions affecting more than one sub-

BIELE e 7871

CHAPTER REFERRED TO IN OTHER SECTIONS
This chapter is referred to in section 7851 of this title.

Subchapter A—Application of Internal Revenue
Laws

Sec.

7801. Authority of Department of the Treasury.

1Section numbers editorially supplied.



		Superintendent of Documents
	2010-12-04T14:14:25-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




