
considered to be tax motivated. A
former citizen who satisfies certain cri-
teria wil l not be subject to these tests if
he submits a ruling request within one
year of renunciation of U.S. citizenship
for a determination by the Secretary as
to whether such renunciation had as one
of its principal purposes the avoidance
of U.S. taxes. However, the statute pro-
vides that in no event wil l this one-year
period expire before November 19, 1996
(the date that is 90 days after the
enactment of HIPAA).
Section 6039F, as added by HIPAA,

requires each individual who relin-
quishes U.S. citizenship after February
5, 1995, to provide an information state-
ment to the U.S. Department of State, a
diplomatic or consular officer of the
United States, or a federal court at the
time of expatriation. Any individual who
ceases to be taxed as a lawful perma-
nent resident after February 5, 1995,
must provide asimilar information state-
ment with his U.S. tax return for that
year. However, the statute provides that
in no event wil l this information state-
ment be required to be filed before
November 19, 1996.
Section 1491 generally imposes an

excise tax on the transfer of property by
a U.S. person to a foreign corporation as
paid-in surplus or as a contribution to
capital, to a foreign estate or trust, or to
a foreign partnership. Current regula-
tions under section 1494 require a U.S.
transferor to fil e a return on the date
such a transfer is made. Section 1494(c),
as added by SBJPA, imposes a penalty
for the failure to fil e a required return
with respect to any transfer described in
section 1491 that occurs after August
20, 1996 (the date of enactment of
SBJPA).
Section 6048(a), as amended by

SBJPA, generally requires any U.S. per-
son who transfers property to a foreign
trust after August 20, 1996, to fil e an
information return. The statute provides
that this return must be filed no later
than 90 days after the transfer (or such
later date as the Secretary may pre-
scribe).

INTERIM GUIDANCE

The Service intends to issue detailed
guidance in these areas before the end
of 1996. The forthcoming guidance will
not require the submission of a ruling
request under section 877, an informa-
tion statement under section 6039F, or
an information return under section
6048(a) before a date that is at least 60

Information Reporting for
Discharges of Indebtedness:
Waiver of Penalties in Certain
Circumstances for Foreign
Financial Entities

Notice 96–61

This notice extends the scope of the
penalty relief granted in the preamble to
the final Income Tax Regulations under
§ 6050P of the Internal Revenue Code
relating to the reporting of discharges of
indebtedness (61 F.R. 262, January 4,
1996).
Section 6050P requires an information

return to be filed by an applicable entity,
including an applicable financial entity,
which discharges the indebtedness of
any person if the amount discharged is
$600 or more. Section 6050P(c)(2) pro-
vides that an applicable financial entity
includes any financial institution de-
scribed in § 581 or 591(a), any credit
union, and any other corporation which
is a direct or indirect subsidiary of such
entity but only if , by virtue of being
affiliated with the entity, the corporation
is subject to supervision and examina-
tion by a Federal or State agency which
regulates such other entities.
Section 1.6050P–1(d) of the regula-

tions provides certain exceptions from
the reporting requirements. Section
1.6050P–1(d)(4) reserves guidance as to
the circumstances under which the re-
porting requirements wil l not apply to
the discharge of indebtedness of foreign

debtors held by foreign branches of U.S.
financial institutions. Section 1.6050P–
1(d)(4)(ii) identifies the criteria that
must be met in order to treat indebted-
ness held by a foreign branch of a U.S.
financial institution as being within the
scope of the reserved guidance.
The preamble to the final regulations

states, in part, that ‘‘the IRS and Trea-
sury are continuing to study the issue of
whether reporting is necessary in the
case of foreign debtors whose debt is
discharged by foreign branches of U.S.
financial institutions. Accordingly, pend-
ing the issuance of further guidance, no
penalties wil l be imposed if an appli-
cable financial entity fails to report a
discharge of indebtedness of a foreign
debtor by a foreign branch of the en-
tity.’’
After issuance of the final regulations,

commentators requested that the penalty
relief described in the preamble to the
final regulations also apply to indebted-
ness held by foreign offices or branches
of foreign financial institutions that are
applicable f inancial entities under
§ 6050P(c)(2)(C).
The Internal Revenue Service has

determined that, pending the issuance of
further guidance, the relief granted in
the preamble should be extended, as
suggested by commentators. To accom-
plish this, the regulations wil l be
amended to delete the word ‘‘U.S.’’
from the heading of § 1.6050P–1(d)(4)
and the introductory text in § 1.6050P–
1(d)(4)(ii). Furthermore, no penalties
wil l be imposed if a foreign office or
branch of a foreign applicable financial
entity fails to report a discharge of
indebtedness of a foreign debtor de-
scribed in § 1.6050P–1(d)(4)(ii) after
giving effect to the preceding sentence.
The principal author of this notice is

Sharon Hall of the Office of Assistant
Chief Counsel (Income Tax and Ac-
counting). For further information re-
garding this notice, contact Ms. Hall on
(202)622–4930 (not a toll-free call).


