
For a list of bond factor amounts applica-
ble to dispositions occurring during other
calendar years, see the following revenue
rulings:  Rev. Rul. 98–3, 1998–1 C.B.
248, for dispositions occurring during the
calendar years 1996 and 1997;
Rev. Rul. 98–13, 1998–1 C.B. 686, for
dispositions occurring during the period
January through March 1998; Rev. Rul.
98–31, 1998–1 C.B. 1269, for disposi-

tions occurring during the period April
through June 1998; Rev. Rul. 98–45,
1998–2 C.B. 364, for dispositions occur-
ring during the period July through Sep-
tember 1998; Rev. Rul. 99–1, 1999–2
I.R.B. 4, for dispositions occurring during
the period October through December
1998; Rev. Rul. 99–54, 1999–51 I.R.B.
675, for dispositions occurring during the
calendar year 1999; Rev. Rul. 2000–22,

2000–16 I.R.B. 880, for dispositions oc-
curring during the period January through
March 2000; and Rev. Rul. 2000–31,
2000–26 I.R.B. 1269, for dispositions oc-
curring during the period April through
June 2000.

DRAFTING INFORMATION

The principal author of this revenue
ruling is Gregory N. Doran of the Office
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Rev. Rul. 2000–48

In Rev. Rul. 90–60, 1990–2 C.B. 3, the
Internal Revenue Service provided guid-
ance to taxpayers concerning the general
methodology used by the Treasury De-
partment in computing the bond factor
amounts used in calculating the amount of
bond considered satisfactory by the Sec-
retary under § 42(j)(6) of the Internal
Revenue Code.  It further announced that
the Secretary would publish in the Inter-

nal Revenue Bulletin a table of “bond fac-
tor” amounts for dispositions occurring
during each calendar month.  

This revenue ruling provides in Table 1
the bond factor amounts for calculating
the amount of bond considered satisfac-
tory under § 42(j)(6) for dispositions of
qualified low-income buildings or inter-
ests therein during the period July through
September 2000.

Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Table 1
Rev. Rul. 2000–48

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year

Month of 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Disposition

Jul ‘00 39.75 54.78 67.30 77.84 79.31 82.61 86.02 89.38 92.82 96.56 100.53

Aug ‘00 39.75 54.78 67.30 77.84 79.09 82.39 85.78 89.14 92.57 96.29 100.25

Sep ‘00 39.75 54.78 67.30 77.84 78.89 82.17 85.55 88.89 92.32 96.04 99.99

Table 1 (cont’d)
Rev. Rul. 2000–48

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year

Month of 1998 1999 2000
Disposition

Jul ‘00 104.92 109.29 112.52

Aug ‘00 104.64 109.02 112.52

Sep ‘00 104.37 108.77 112.52



of Associate Chief Counsel (Passthroughs
and Special Industries).  For further infor-
mation regarding this revenue ruling, con-
tact Mr. Doran at (202) 622-3040 (not a
toll-free call).

Section 351.—Transfer to
Corporation Controlled by
Transferor

26 CFR 1.351–2: Receipt of property.

T.D. 8904

DEPARTMENT OF THE TREASURY
Internal Revenue Service
26 CFR Part 1

Treatment of Nonqualified
Preferred Stock and Other
Preferred Stock in Certain
Exchanges and Distributions

AGENCY:  Internal Revenue Service
(IRS), Treasury.

ACTION:  Final regulations.

SUMMARY:  This document contains
final regulations relating to nonqualified
preferred stock.  The regulations address
the effective date of the definition of non-
qualified preferred stock and the treat-
ment of nonqualified preferred stock and
similar preferred stock received by share-
holders in certain corporate reorganiza-
tions and distributions.  The regulations
are necessary to reflect changes to the law
concerning these types of preferred stock
that were made by the Taxpayer Relief
Act of 1997. 

EFFECTIVE DATE:  These regulations
are effective October 2, 2000.

FOR FURTHER INFORMATION CON-
TACT:  Richard E. Coss, (202) 622-7790
(not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background and Explanation of
Provisions 

On January 26, 2000, the IRS and
Treasury published in the Federal Regis-
ter a notice of proposed rulemaking
(REG–105089–99, 2000–6 I.R.B. 580
[65 F.R. 4203]) relating to nonqualified
preferred stock (as defined in section
351(g)(2) of the Internal Revenue Code)

(NQPS).  The proposed regulations ad-
dress the effective date of the definition
of NQPS, and provide rules exempting
from treatment as NQPS certain pre-
ferred stock received by shareholders in
corporate reorganizations and distribu-
tions subject to sections 354, 355, and
356.   

No comments responding to the notice
of proposed rulemaking were submitted,
and no public hearing was requested or
held.  However, one commentator sug-
gested that the rule in the proposed regula-
tions interpreting section 351(g)(2)-
(C)(i)(II) (relating to preferred stock
transferred in connection with the perfor-
mance of services) should be expanded to
include transactions subject to section
351.  

The IRS and Treasury agree with this
suggestion.  Accordingly, these final regu-
lations extend the exemption from treat-
ment as NQPS in §1.356–7(c) to preferred
stock received by shareholders in certain
stock exchanges under section 351.  The
proposed regulations are adopted as re-
vised by this Treasury decision.

Special Analyses

It has been determined that this Trea-
sury decision is not a significant regula-
tory action as defined in Executive Order
12866.  Therefore, a regulatory assess-
ment is not required.  It has also been de-
termined that section 553(b) of the Ad-
ministrative Procedure Act (5 U.S.C.
chapter 5) does not apply to these regula-
tions and, because the regulations do not
impose a collection of information on
small entities, the Regulatory Flexibility
Act (5 U.S.C. chapter 6) does not apply.
Pursuant to section 7805(f) of the Internal
Revenue Code, the notice of proposed
rulemaking preceding these regulations
was submitted to the Chief Counsel for
Advocacy of the Small Business Adminis-
tration for comment on its impact on small
business.      

Drafting Information

The principal author of these regula-
tions is Richard E. Coss of the Office of
Associate Chief Counsel (Corporate).
However, other personnel from the IRS
and Treasury participated in their develop-
ment.

*   *   *   *   *

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR part 1 is amended
as follows:

PART 1—INCOME TAXES

Paragraph 1.  The authority citation for
part 1 is amended by adding the following
entries in numerical order to read in part
as follows:   

Authority:  26 U.S.C. 7805 * * *
Section 1.351–2 also issued under 26
U.S.C. 351(g)(4). 
Section 1.354–1 also issued under 26
U.S.C. 351(g)(4).
Section 1.355–1 also issued under 26
U.S.C. 351(g)(4). 
Section 1.356–7 also issued under 26
U.S.C. 351(g)(4). * * *
Section 1.1036–1 also issued under 26
U.S.C. 351(g)(4). * * *

Par. 2.  Section 1.351–2 is amended by
adding paragraph (e) to read as follows:

§1.351–2 Receipt of property.  

*   *   *   *   *
(e) See §1.356–7(a) for the applicabil-

ity of the definition of nonqualified pre-
ferred stock in section 351(g)(2) for stock
issued prior to June 9, 1997, and for stock
issued in transactions occurring after June
8, 1997, that are described in section
1014(f)(2) of the Taxpayer Relief Act of
1997, Public Law 105–34 (111 Stat. 788,
921).  See §1.356–7(c) for the treatment
of preferred stock received in certain ex-
changes for common or preferred stock
described in section 351(g)(2)(C)(i)(II).

Par. 3. Section 1.354–1 is amended by
adding paragraph (f) to read as follows:

§1.354–1 Exchanges of stock and
securities in certain reorganizations. 

* * * * *
(f)  See §1.356–7(a) and (b) for the

treatment of nonqualified preferred stock
(as defined in section 351(g)(2)) received
in certain exchanges for nonqualified pre-
ferred stock or preferred stock.  See
§1.356–7(c) for the treatment of preferred
stock received in certain exchanges for
common or preferred stock described in
section 351(g)(2)(C)(i)(II).

Par. 4.  Section 1.355–1 is amended by
adding paragraph (d) to read as follows:
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