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(3) The tax agreement shall provide
for appropriate and equitable adjust-
ment of the allocation specified under
paragraph (c) (2)(i) or (2)(ii) of this sec-
tion if the sum of the corporate taxable
incomes or separate return taxes of all
members of the group in any taxable
year differs from the consolidated tax-
able income or tax because of inter-
company transactions excluded from
the consolidated return. It shall pro-
vide for appropriate and equitable ad-
justment of the allocation specified
under paragraph (c)(2)(ii) to the extent
that the consolidated tax and separate
return tax for any year include mate-
rial items taxed at different rates or
involving other special benefits or lim-
itations. Such adjustments will be di-
rected to allocating to the individual
members of the group the material ef-
fects of any particular features of the
tax law applicable to them.

(4) The tax agreement may exclude
from the allocation under paragraph
(c)(2)(1) of this section associate com-
panies not having a positive corporate
taxable income for the year being allo-
cated, or under paragraph (c)(2)(ii) of
this section associate companies not
having a positive separate return tax
for the year being allocated. An agree-
ment under this paragraph shall make
appropriate and equitable provision for
preserving to each subsidiary company
so excluded the equivalent of any
rights which such company would have
had, under the applicable tax law, had
it filed a separate return, to use in
other years any loss or credit availed
of by the group through the consoli-
dated return. With respect to carryover
rights, such provisions will normally
consist of recognition of the carryover
in future allocations by reducing the
consolidated tax allocation in the sub-
sequent year of the subsidiary com-
pany entitled to the benefit, and by
charging the excess to the companies
which had benefited by the prior deduc-
tion or credit. In the case of a
carryback, the excluded subsidiary
company should normally be paid the
amount of refund to which it would
have been entitled had it filed a sepa-
rate return.

(5) The agreement may, instead of ex-
cluding members as provided in para-
graph (c)(4), include all members of the
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group in the tax allocation, recognizing
negative corporate taxable income or a
negative corporate tax, according to
the allocation method chosen. An
agreement under this paragraph shall
provide that those associate companies
with a positive allocation will pay the
amount allocated and those subsidiary
companies with a negative allocation
will receive current payment of their
corporate tax credits. The agreement
shall provide a method for appor-
tioning such payments, and for car-
rying over uncompensated benefits, if
the consolidated loss is too large to be
used in full. Such method may assign
priorities to specified kinds of benefits.

(6) The tax agreement for each tax-
able year shall be filed as an exhibit to
the system’s annual report on Form
UbLS (§259.58 of this chapter) for the
previous taxable year. The initial filing
after the effective date of this amend-
ment shall be made as an amendment
to the last Form UbS filed. If an exist-
ing tax agreement is merely renewed or
amended, prior filings may be incor-
porated by reference. Amendments to a
tax agreement shall be filed as an
amendment to the Form TUb5S. Any
amendment which would alter the allo-
cation to any associate company for
any period preceding its adoption shall
be conditioned on approval by the Com-
mission if the Commission directs,
within 60 days after its filing, that it
be deemed to be a declaration under
Rule 45(a).

[Rule U, 6 FR 2015, Apr. 19, 1941, as amended
at 20 FR 488, Jan. 21, 1955; 46 FR 18534, Mar.
25, 1981; 52 FR 48986, Dec. 29, 1987; 62 FR 7915,
Feb. 20, 1997; 63 FR 9741, Feb. 26, 1998]

§250.46 Dividend declarations and
payments on certain indebtedness.

(a) Dividends. No registered holding
company or subsidiary thereof shall de-
clare or pay any dividend on any secu-
rity of such company out of capital or
unearned surplus, except pursuant to a
declaration notifying the Commission
of the proposed transaction, which has
become effective in accordance with
the procedure specified in §250.23, and
pursuant to the order of the Commis-
sion with respect to such declaration
under the applicable provisions of the
act.
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(b) Payments on certain indebtedness.
No registered holding company or sub-
sidiary company thereof shall, directly
or indirectly, make any payment of
principal or interest on any note, bond,
book account or any indebtedness how-
ever evidenced which is or was issued
as, or based upon a dividend or divi-
dends created or issued or declared
from, or charged against, capital or un-
earned surplus, or in renewal of, or in
exchange for any such obligation,
whether such dividend was declared be-
fore or after the act took effect, except
pursuant to a declaration notifying the
Commission of the proposed trans-
action, which has become effective in
accordance with the procedure speci-
fied in §250.23, and pursuant to the
order of the Commission with respect
to such declaration under the applica-
ble provisions of the Act. In deter-
mining whether proposed payments on
any such indebtedness issued or de-
clared as a dividend in part out of
earned surplus and in part out of cap-
ital or unearned surplus, or issued in
renewal of, or in exchange for, such in-
debtedness, fall within this paragraph,
past payments on account of such in-
debtedness or any predecessor indebt-
edness shall be deemed to have been
first applied in reduction of the portion
of such indebtedness issued or declared
as a dividend out of earned surplus.

§250.47 Exemption of public utility
subsidiaries as to certain securities
issued to the Rural Electrification
Administration.

(a) Ezxemption. Any public utility
company which is a subsidiary com-
pany of a registered holding company
shall be exempt from the obligations,
duties, or liabilities imposed by the act
or any rule thereunder, on such com-
pany as a subsidiary company, with re-
spect to the issue and sale to the Rural
Electrification Administration, of any
security of which it is the issuer in an
amount not exceeding in any one cal-
endar year 2 percent of the aggregate
of the outstanding funded indebtedness
plus the capital and surplus accounts
of the issuer as of the end of the prior
calendar year. Such company shall also
be exempt with respect to the pledge of
any security or other property as col-
lateral for any security so issued or
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sold, and with respect to the redemp-
tion or retirement, in whole or in part,
of any such security.

(b) Certificate of notification. Within 10
days after the issue or sale of any secu-
rity exempt under this section, the
issuer shall file with the Commission a
certificate of notification on Form U-
6B-2 containing the information pre-
scribed by that form.

§250.48 Certain exemptions in connec-
tion with appliance sales and loans
to officers or employees.

(a)(1) Ezxemptions in connection with
appliance sales. Any public utility com-
pany, or subsidiary thereof, or asso-
ciate service company thereof, shall be
exempt from section 9(a) of the Act (49
Stat. 817; 15 U.S.C. 79i) with respect to
the acquisition, in the ordinary course
of business, of any evidence of indebt-
edness executed by customers of such
public utility company as consider-
ation for the purchase (whether from
such public utility company, from an
associate company thereof, or from
dealers) of standard electric or gas ap-
pliances, or reacquisition of any such
security guaranteed by such company.

(2) Guarantee. Any public utility com-
pany, or subsidiary thereof, or asso-
ciate service company thereof, shall be
exempt from the provisions of section
6(a) of the Act (49 Stat. 814; 156 U.S.C.
79f) and of §250.44 with respect to the
guarantee, by endorsement or other-
wise, and sale of any such customers’
evidence of indebtedness. This para-
graph shall be inapplicable to any com-
pany which is a registered holding
company. 4

(3) Issuance of note. Any public utility
company, or subsidiary thereof, or as-
sociated service company thereof, shall
be exempt from the provisions of sec-
tion 6(a) of the Act with respect to the
issue or sale of any note or draft which
is, and at all times will be, secured by
a pledge of such customers’ evidence of
indebtedness having a principal
amount still unpaid at least equal to
the unpaid principal amount of such

4 Any registered holding company which is

also a public utility company and whose reg-
ular course of business involves activities
within the scope of this section may file a
declaration, regarding such activities. See
§250.22(a).
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