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case of block transfers (as defined in
paragraph (e)(2) of this section), the
percentage interests in partnership
capital or profits represented by
partnership interests that are transferred
during a taxable year of the partnership
is equal to the sum of the percentage
interests transferred for each calendar
month during the taxable year of the
partnership in which a transfer of a
partnership interest occurs (other than a
private transfer as described in
paragraph (e) of this section). The
percentage interests in capital or profits
of interests transferred during a calendar
month is determined by reference to the
partnership interests outstanding during
that month.

(3) Monthly conventions. For
purposes of paragraph (k)(2) of this
section, a partnership may use any
reasonable convention in determining
the interests outstanding for a month,
provided the convention is consistently
used by the partnership from month to
month during a taxable year and from
year to year. Reasonable conventions
include, but are not limited to, a
determination by reference to the
interests outstanding at the beginning of
the month, on the 15th day of the
month, or at the end of the month.

(4) Block transfers. For purposes of
paragraph (e)(2) of this section (defining
block transfers), the partnership must
determine the percentage interests in
capital or profits for each transfer of an
interest during the 30 calendar day
period by reference to the partnership
interests outstanding immediately prior
to such transfer.

(5) Example. The following example
illustrates the rules of this paragraph (k):

Example. Conventions. (i) ABC limited
partnership, a calendar year partnership
formed in 1996, has 1,000 units of limited
partnership interests outstanding on January
1, 1997, representing in the aggregate 95
percent of the total interests in capital and
profits of ABC. The remaining 5 percent is
held by the general partner.

(ii) The following transfers take place
during 1997—

(A) On January 15, 10 units of limited
partnership interests are sold in a transaction
that is not a private transfer;

(B) On July 10, 1,000 additional units of
limited partnership interests are issued by
the partnership (the general partner’s
percentage interest is unchanged); and

(C) On July 20, 15 units of limited
partnership interests are sold in a transaction
that is not a private transfer.

(iii) For purposes of determining the sum
of the percentage interests in partnership
capital or profits transferred, ABC chooses to
use the end of the month convention. The
percentage interests in partnership capital
and profits transferred during January is .95
percent, determined by dividing the number
of transferred units (10) by the total number

of limited partnership units (1,000) and
multiplying the result by the percentage of
total interests represented by limited
partnership units ([10/1,000]×.95). The
percentage interests in partnership capital
and profits transferred during July is .7125
percent ([15/2,000]×.95). ABC is not required
to make determinations for the other months
during the year because no transfers of
partnership interests occurred during such
months. ABC may qualify for the 2 percent
rule for its 1997 taxable year because less
than 2 percent (.95 percent+.7125
percent=1.6625 percent) of its total interests
in partnership capital and profits was
transferred during that year.

(iv) If ABC had chosen to use the beginning
of the month convention, the interests in
capital or profits sold during July would have
been 1.425 percent ([15/1,000]×.95) and ABC
would not have satisfied the 2 percent rule
for its 1997 taxable year because 2.375
percent (.95 + 1.425) of ABC’s interests in
partnership capital and profits was
transferred during that year.

(l) Effective date—(1) In general.
Except as provided in paragraph (l)(2) of
this section, this section applies to
taxable years of a partnership beginning
after December 31, 1995.

(2) Transition period. For
partnerships that were actively engaged
in an activity before December 4, 1995,
this section applies to taxable years
beginning after December 31, 2005,
unless the partnership adds a
substantial new line of business after
December 4, 1995, in which case this
section applies to taxable years
beginning on or after the addition of the
new line of business. Partnerships that
qualify for this transition period may
continue to rely on the provisions of
Notice 88–75 (1988–2 C.B. 386) (see
§ 601.601(d)(2) of this chapter) for
guidance regarding the definition of
readily tradable on a secondary market
or the substantial equivalent thereof for
purposes of section 7704(b).

(3) Substantial new line of business.
For purposes of paragraph (1)(2) of this
section—

(i) Substantial is defined in § 1.7704–
2(c); and

(ii) A new line of business is defined
in § 1.7704–2(d), except that the
applicable date is ‘‘December 4, 1995’’
instead of ‘‘December 17, 1987’’.

(4) Termination under section
708(b)(1)(B). The termination of a
partnership under section 708(b)(1)(B)
due to the sale or exchange of 50
percent or more of the total interests in
partnership capital and profits is
disregarded in determining whether a
partnership qualifies for the transition

period provided in paragraph (l)(2) of
this section.
Margaret Milner Richardson,
Commissioner of Internal Revenue.

Approved: November 21, 1995.
Leslie Samuels,
Assistant Secretary of the Treasury.
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Title V Clean Air Act Final Interim
Approval of Operating Permits
Program; State of Delaware

AGENCY: U.S. Environmental Protection
Agency (EPA).
ACTION: Final interim approval.

SUMMARY: EPA is promulgating interim
approval of the operating permits
program submitted by the State of
Delaware. This program was submitted
by the State for the purpose of
complying with federal requirements for
an approvable program to issue
operating permits to all major stationary
sources, and to certain other sources.
EFFECTIVE DATE: January 3, 1996.
ADDRESSES: Copies of the State of
Delaware’s submittal and other
supporting information used in
developing the final interim approval
are available for inspection during
normal business hours at the following
location: Air, Radiation, and Toxics
Division, U.S. Environmental Protection
Agency, Region III, 841 Chestnut
Building, Philadelphia, PA 19107.
FOR FURTHER INFORMATION CONTACT:
Robin M. Moran, (3AT23), Air,
Radiation and Toxics Division, U.S.
Environmental Protection Agency,
Region III, 841 Chestnut Building,
Philadelphia, PA 19107, (215) 597–
3023.

SUPPLEMENTARY INFORMATION:

I. Background

A. Introduction

Title V of the 1990 Clean Air Act
Amendments (section 501–507 of the
Clean Air Act (CAA)), and
implementing regulations at 40 Code of
Federal Regulations (CFR) part 70
require that states seeking to administer
a Title V operating permits program
develop and submit a program to EPA
by November 15, 1993, and that EPA act
to approve or disapprove each program


