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Comments on Proposed Regulations under Subchapter A of Chapter 6
of the Internal Reveruie Code Relating to Consolidated Returns

SECTION

1.1502-51{a){2)(11) It is proposed that if an organization to
which Section 593 applies or a cooperative
organization (organizations described in
Section 46{(d)(1) which are includible corpor-
ations under section 1504(b) joins in the
filing of a consolidated return, the $25,000
amount described in section 46(a)(2) shall
be apportioned equally among the members of
the affiliated group Jjoining in the consol-
idated return. This provision 1s inconsistent
with provisions of the Regulations relating
to the Investment Credit, particularly Pro-
posed Regulations Sections 1.46-4(a) and
1.46-4(c) (relating to organizations to which
Section 593 applies and cooperative organ-
izations, respectively) which indicate that
the rules of Proposed Regulations Section
1.46-1(f) apply with respect to the apportion-
ment to such organizations -- that 1s, in
any manner the members of the affiliated group
eleckt.

The effect of Proposed Regulations Section
1.1502-51{a){2)(i1) is to impose anunwarranted
perialty on the filirg of a consolidaced return
without legislative sanction. It should be
amended to permit apportiornmsnt in accordance
with Proposed Regulations Section 1.46-1(f).

2

1.1502-51(b){7;{111) Similarly, this provision requires apportion-

t of the $25,00C iimitation equally for
peses of determining the limitation on in-
tment credit carryovers and carrybacks from
arate return years. Thce ¢ffcet of this re-
guirement ig to permit inclusion in the con=ol-
idated unused credit of an amount less thar that
which woulid have been available to the corpora-
tion which brought the unused credit carryback
or carryover intn the consolidated group, had
1t not been a member of the consoildated group
for the taxable year.



1.1502-51(c)(2) (1)

-D-

This limitation appears unwarranted and
inconsistent with the consolidated operat-
ing loss carryover and carryback provisions.
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it is proposed that, in general, a transfer
of Section 38 property between members of an
affiliated group during a consolidated return
period does not constitute a disposition. How-
ever, it provides further that the rule is
inapplicable unless the property was placed
in service in a consolidated return period.
The transfer should not be considered a dis-
position irrespective of the time of acquis-
ition.
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