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ednterim Guidance on Sections 877,
fi' 1494, 6039F, and 6048
(0]

toNotice 96-60

ard This notice provides guidance for tax-
of Payers affected by the penalty provisior
g0f section 1494 and the filing require-
ents of section 6048(a) of the Interna
evenue Code (“Code”), as amendec
y the Small Business Job Protectior
grAct of 1996 (“SBJPA"). This notice
Iso provides guidance for taxpayer:
thlgffected by the ruling request provision
eaELsection 877 of the Code, as amende

Nt

the Health Insurance Portability and
‘Accountability Act of 1996 (“HIPAA),
~gand the information reporting require-
fitments of section 6039F of the Code, a
g added by HIPAAL

INBACKGROUND
1ce

lan Section 877, as amended by HIPAA,
a- generally provides that a former U.S.
nteitizen who renounces his citizenship
inchfter February 5, 1995, or a former
long-term lawful permanent resident
who ceases to be taxed as a lawfu
‘permanent resident after that date, wh:
had as a principal purpose for suct
tegenunciation or cessation the avoidanc
re-of U.S. taxes, will be taxed on all of his
nsU.S. source income for the succeedin
0- 10-year period. An individual who meets
o tax liability or net worth test is

t
of'There are currently two provisions of the Code
designated as section 6039F. The Service intenc
seek a technical correction to HIPAA to redes-
INgnate section 6039F of the Code, as added b
] chPAA, as section 6039G.



consicered to be tax motivated. A

former citizen who satisfies certan cri-

teria will not be subjet to thee tess if

he submit a ruling reques$ within one
yea of renunciatiom of U.S. citizenship
for a determinatio by the Secretay as
to whethe sud renunciatio had as one
of its principd purposs the avoidance
of U.S. taxes Howevae, the statue pro-
vides tha in no event will this one-year
periad expire before Novembe 19, 1996
(the dae tha is 90 days after the
enactmenof HIPAA).

Section 603%F, as addel by HIPAA,
requires each individual who relin-
quishes U.S. citizenshp after February
5, 1995 to provide an information state-
mert to the U.S. Departmenh of State a
diplomatic or consula officer of the
United States or a federad cout at the
time of expatriation Any individud who
ceass to be taxed as a lawful perma-
nert residem after Februay 5, 1995,
mug provide asimilar information state-
mert with his U.S. tax retum for that
yea. Howeve, the statue provides that
in no evert will this information state-
mert be requirel to be filed before
Novembe 19, 1996.

Section 1491 generaly imposes an
excie tax on the transfe of propery by
a U.S. persa to a foreign corporation as
paid-in surplis or as a contributin to
capital to a foreign estae or trust, or to
a foreign partnership Currert regula-
tions unde section 149 require aU.S.
transfero to file a retun on the date
sud a transfe is made Section 1494(c),
as addel by SBPA, impose a penalty
for the failure to file a requiral return
with respet to ary transfe describe in
section 1491 tha occus after August
20, 19% (the dae of enactmeh of
SBFA).

Sedion 6048a), as amended by
SBJFA, generaly requires ary U.S. pe-
san who transfes propery to a foreign
trug after Augug 20, 1996 to file an
information return The statue provides
that this retum mud be filed no later
than 90 days after the transfe (or such
later dake as the Secretay may pre-
scribe).

INTERIM GUIDANCE

The Servie intends to isste detailed
guidane in thes areas before the end
of 1996 The forthcomirg guidane will
not require the submissio of a ruling
reques unde section 877, an informa-
tion statemeh unde sectim 6039, or
an information retum unde section
6048(3 befor a dak tha is at leag 60

days after the issuane of that guidance.
Any sud ruling request information
statementor information retum submit-
ted within the time periad se forth in
the forthcomirg guidane will be con-
siderel filed in a timely manne. In
addition no penaly will be imposed
unde sectiom 1494(9 if a retumn re-
quired with respet to a section 1491
transfe is filed no later than 60 days
after the issuane of the forthcoming
guidane (or sud later dake specified in
tha guidance).

The principd autha of this notice is
Michad Kirsch of the Office of the
Associaé Chig Counsé (International).
For furthe information regardiny sec-
tions 877 or 6039, conta¢ Michael
Kirsch or Trina Dang for information
regardirg sectiom 1494 conta¢ Wendy
Stanlg, and for information regarding
sectiolm 6048 conta¢ Leslie Cracraft.
Each of thewe individuals may be
reachd at (202 622-38® (nat a toll-
free call).




