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Effective date provisions 
 
Final regulations 
The final regulations generally apply to tax years beginning on or after November 13, 2020.  
 
However, a taxpayer may apply the final regulations in their entirety to one or more tax years beginning 
after December 31, 2017, and before November 13, 2020 (2018-2020 tax years) so long as the 
taxpayer and related parties (determined under sections 267(b) and 707(b)(1)) consistently apply the 
final regulations to such tax year(s).  
 
Accordingly, a taxpayer has discretion to apply the final regulations to any or all tax years beginning 
before November 13, 2020.   
 
2018 proposed regulations 
 
Alternatively, the final regulations allow a taxpayer to apply the 2018 proposed regulations (REG-
106089-18) in their entirety to one or more tax years beginning after December 31, 2017, and before 
November 13, 2020, so long as the taxpayer and related parties consistently apply them to such tax 
year(s).  
 
If the 2018 proposed regulations are applied to a particular tax year, there is no requirement that they 
be applied to a subsequent tax year.  
 
The effective date provision applicable to the 2018 proposed regulations is generally consistent with 
the effective date language contained in the 2018 proposed regulations as originally published. 
 
2020 proposed regulations 
 
The 2020 proposed regulations may also be applied prior to their finalization. Taxpayers generally may 
apply all or certain portions of the 2020 proposed regulations to a tax year beginning after December 
31, 2017, provided that the taxpayer and related parties consistently apply the 2020 proposed 
regulations as well as the final regulations to such tax year and to each subsequent tax year.  If the 
taxpayer applies the 2020 proposed regulations to a tax year, there is no requirement that they be 
applied to earlier years.   
 
Some portions of the 2020 proposed regulations contain less restrictive consistency requirements. For 
example, a taxpayer may apply the 2020 proposed regulations—Prop. Reg. section 1.163(j)-6 (relating 
to partnerships and S corporations)—to a tax year beginning after December 31, 2017, provided that 
the taxpayer and related parties also consistently apply section 1.163(j)-6 of the final regulations to 
such tax year and all subsequent tax years (with no requirement to apply the final regulations in their 
entirety or any other provisions of the 2020 proposed regulations).   
 
A taxpayer also may apply the 2020 proposed regulations—Prop. Reg. section 1.163-14 and/or section 
1.163-15 (relating to debt financed distributions and distributions of deposited debt proceeds)—to a tax 
year beginning after December 31, 2017, provided that the taxpayer and related parties consistently 
apply them to such tax year and each subsequent tax year (with no requirement to apply the final 
regulations or any other portion of the 2020 proposed regulations). 
  
KPMG observation 
 
Some of the effective date provisions in the 2020 proposed regulations have additional complexities, 
and taxpayers need to carefully review the specific provision(s) to be applied for proper compliance.  
For example, additional special reliance rules apply to certain provisions of the 2020 proposed 
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regulations—Prop. Reg. sections 1.163-7 (relating to foreign corporations and United States 
shareholders) and 1.163-8 (relating to foreign persons with effectively connected income). 
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