Internal Revenue Service, Treasury

the common parent, to an apportion-
ment plan filed pursuant to this sec-
tion is required on behalf of the compo-
nent members filing the consolidated
return.

[T.D. 7528, 42 FR 64697, Dec. 28, 1977; 43 FR
4603, Feb. 3, 1978]

§1.1562-0 Effective date.

The provisions of §§1.1562-1 through
1.1562-7 apply only to taxable years be-
ginning before January 1, 1975.

(Secs. 1561(a), (83 Stat. 599; 26 U.S.C. 1561 (a))
and 7805 (68A Stat. 917; 26 U.S.C. 7805, of the
Internal Revenue Code))

[T.D. 7528, 42 FR 64702, Dec. 28, 1977]

§1.1562-1 Privilege of controlled
group to elect multiple surtax ex-
emptions.

(a) Election—(1) In general. (i) Under
section 1562(a)(1) a controlled group of
corporations has the privilege of elect-
ing to have each of its component
members make its returns without re-
gard to section 1561 (relating to single
surtax exemption in the case of a con-
trolled group of corporations). The
election shall be made with respect to
a particular December 31 and shall be
valid only if each corporation which is
required to consent to the election
under the provisions of paragraph (a)(1)
of §1.1562-3 gives its consent in the
manner and within the time prescribed
in such section. An election shall not
be considered as made with respect to a
particular December 31 until each cor-
poration which is required to consent
to the election under paragraph (c)(1)
of §1.1562-3 files the original of a state-
ment described in such paragraph (or,
the original of a statement incor-
porating its consent is filed on its be-
half). Accordingly, for purposes of re-
turns filed before an election is made,
the surtax exemption of component
members of a controlled group of cor-
porations shall be determined in ac-
cordance with section 1561 and the reg-
ulations thereunder. (If a valid election
is made after the return is filed and
within the time prescribed in §1.1562-3,
such return should be amended (or a
claim for refund should be made) to re-
flect the change in the amount of the
surtax exemption (and the imposition

§1.1562-1

of the additional tax) resulting from
the election.)

(ii) An election once made with re-
spect to a particular December 31 may
not thereafter be withdrawn unless
such election is terminated with re-
spect to such December 31 in accord-
ance with the provisions of section
1562(c) and §1.1562-2.

(iii) An election under section
1562(a)(1) may be made by a controlled
group of corporations with respect to
any December 31 (after December 31,
1962), unless:

(a) A component member of such
group on such December 31 joins, or is
required to join, in the filing of a con-
solidated return for its taxable year
which includes such date, or

(b) Such controlled group is not eligi-
ble to make an election with respect to
such December 31 by reason of section
1562(d).

See also section 243(b)(3)(A), relating to
effect of election of 100-percent divi-
dends received deduction, which may
prevent a controlled group from mak-
ing an election under section 1562(a)(1)
with respect to a particular December
31.

(2) Years for which effective. (i) A valid
election under section 1562(a)(1) by a
controlled group of corporations with
respect to a particular December 31 is
effective with respect to:

(a) The taxable year of each compo-
nent member of such group on such De-
cember 31 which includes such Decem-
ber 31, and

(b) Any succeeding taxable year of
any corporation which is a component
member of such group (or a successor
group) on a succeeding December 31 in-
cluded within any such succeeding tax-
able year.

Under section 1562(c) and §1.1562-2, an
election under section 1562(a)(1) may be
terminated with respect to a December
31 referred to in either (a) or (b) of this
subdivision. For years affected by ter-
mination, see paragraph (c) of §1.1562-2.

(ii) For the application of an election
under section 1562(a)(1) to certain short
taxable years not including a December
31, see section 1562(f)(2) and §1.1562-6.

(iii) The provisions of this subpara-
graph may be illustrated by the fol-
lowing example:
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