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The transferor must continue to take
into account interest on the transferor’s
section 467 loan balance after the date
of the transfer.

(ii) The beginning balance of the
transferee’s section 467 loan is equal to
the principal balance of the section 467
loan immediately before the transfer
reduced (below zero, if appropriate) by
the beginning balance of the trans-
feror’s section 467 loan. Amounts
payable to the transferor are not taken
into account in adjusting the trans-
feree’s section 467 loan balance.

(iii) If the beginning balance of the
transferee’s section 467 loan is nega-
tive, the transferor and transferee must
treat the balance as a liability that is
either assumed in connection with the
transfer of the property or secured by
the property acquired subject to the
liability. If the beginning balance of the
transferee’s section 467 loan is posi-
tive, the transferor and transferee must
treat the balance as an additional asset
acquired in connection with the transfer
of the property. In the case of a
positive beginning balance of the trans-
feree’s section 467 loan, the transferee
will have an initial cost basis in the
section 467 loan equal to the lesser of
the beginning balance of the loan or
the aggregate consideration for the
transfer of the property subject to the
section 467 rental agreement and the
transfer of the transferor’s interest in
the section 467 loan.

(3) Special rules for transfers in
certain nonrecognition transactions.
[Reserved]

(f) Treatment of assignments by
lessee and lessee-financed renewals—
(1) Substitute lessee use. If a lessee
assigns its interest in a section 467
rental agreement to a substitute lessee
or a period when a substitute lessee has
the use of property subject to a rental
agreement is otherwise included in the
lease term under §1.467–1(h), the sec-
tion 467 rent for a period is taken into
account by the person having the use of
the property during the period. In
addition, the following rules apply in
determining the amount of the section
467 loan for the period when the
substitute lessee has use of the property
and in computing the taxable income of
the lessee and substitute lessee—

(i) The beginning balance of the
lessee’s section 467 loan is equal to the
net present value, as of the date on
which the substitute lessee first has use
of the property, of all amounts subse-
quently payable by the lessee as fixed
rent and interest on fixed rent and all

amounts subsequently payable as inter-
est on prepaid fixed rent to the lessee.
For purposes of this paragraph (f), any
amount otherwise payable by the lessee
shall not be treated as an amount
subsequently payable by the lessee to
the extent that such payment, if made
by the lessee, would give rise to a right
of contribution or other similar claim
against the substitute lessee or any
other person. The lessee must continue
to take into account interest on the
lessee’s section 467 loan balance after
the substitute lessee first has use of the
property.

(ii) The beginning balance of the
substitute lessee’s section 467 loan is
equal to the principal balance of the
section 467 loan immediately before the
substitute lessee first has use of the
property reduced (below zero, if appro-
priate) by the beginning balance of the
lessee’s section 467 loan. Amounts pay-
able by the lessee to any person other
than the substitute lessee (or a related
person) or payable to the lessee by any
person other than the substitute lessee (or
a related person) are not taken into
account in adjusting the substitute
lessee’s section 467 loan balance.

(iii) If the beginning balance of the
substitute lessee’s section 467 loan is
positive, the beginning balance is
treated as— (A) Gross income of the
lessee for the taxable year in which the
substitute lessee first has use of the
property; and

(B) A liability that is either assumed
in connection with the transfer of the
leasehold interest to the substitute
lessee or secured by property acquired
subject to the liability.

(iv) If the beginning balance of the
substitute lessee’s section 467 loan is
negative—

(A) The beginning balance is treated
as an amount incurred by the lessee for
the taxable year in which the substitute
lessee first has use of the property; and

(B) Repayments of the beginning
balance are items of gross income of
the substitute lessee in the taxable year
in which the repayment occurs (deter-
mined by applying any repayment first
to the beginning balance of the sub-
stitute lessee’s section 467 loan).

(v) For purposes of paragraph
(f)(1)(iv)(B) of this section, repayments
occur as the negative balance is amor-
tized through the net accrual of rent
and negative interest.

(2) Lessor use. If a period when the
lessor has the use of property subject to
a section 467 rental agreement is

included in the lease term under
§1.467–1(h), the section 467 rent for
the period is not taken into account and
the lessor is treated as a substitute
lessee for purposes of paragraph (f)(1)
of this section.

(3) Special rules for transfers in
certain nonrecognition transactions.
[Reserved]

§1.467–8 Effective date.

Sections 1.467–1 through 1.467–7
are effective for—

(a) Rental agreements entered into
after the date these regulations are
published as final regulations in the
Federal Register; and

(b) Disqualified leasebacks and long-
term agreements entered into after June
3, 1996.

Margaret Milner Richardson,
Commissioner of Internal Revenue.

(Filed by the Office of the Federal Register on
May 31, 1996, 8:45 a.m., and published in the
issue of the Federal Register for June 3, 1996,
61 F.R. 27834)

Continued Use of Certain Estate and
Gift Tax Forms

Announcement 96–62

The following U.S. estate and gift
tax forms and their related instructions
are being revised. The new revisions
should be available by October 1996.

Form 706, United States Estate (and
Generation-Skipping Transfer) Tax Re-
turn (Rev. August 1993)

Form 706–A, United States Additional
Estate Tax Return (Rev. May 1993)

Form 706–NA, United States Estate
(and Generation-Skipping Transfer)
Tax Return, estate of nonresident not a
citizen of the United States (Rev.
September 1993)

Form 709, United States Gift (and
Generation-Skipping Transfer) Tax Re-
turn (Rev. November 1993)

Form 709–A, United States Short
Form Gift Tax Return (Rev. July 1993).

The IRS has received approval from
the Office of Management and Budget
to continue to use these forms even
though their expiration dates have
elapsed. Therefore, until the new revi-
sions are available, filers can still use
the current forms and instructions.
Forms can be ordered by calling 1-800-
TAX-FORM (1-800-829-3676).


