
considered to be tax motivated. A
former citizen who satisfies certain cri-
teria will 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 will 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 a similar information state-
ment with his U.S. tax return for that
year. However, the statute provides that
in no event will 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 file a return on the date
such a transfer is made. Section 1494(c),
as added by SBJPA, imposes a penalty
for the failure to file 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 file 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

days after the issuance of that guidance.
Any such ruling request, information
statement, or information return submit-
ted within the time period set forth in
the forthcoming guidance will be con-
sidered filed in a timely manner. In
addition, no penalty will be imposed
under section 1494(c) if a return re-
quired with respect to a section 1491
transfer is filed no later than 60 days
after the issuance of the forthcoming
guidance (or such later date specified in
that guidance).
The principal author of this notice is

Michael Kirsch of the Office of the
Associate Chief Counsel (International).
For further information regarding sec-
tions 877 or 6039F, contact Michael
Kirsch or Trina Dang, for information
regarding section 1494 contact Wendy
Stanley, and for information regarding
section 6048 contact Leslie Cracraft.
Each of these individuals may be
reached at (202) 622–3860 (not a toll-
free call).

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 will 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 will 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 financial 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 will 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
will 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).

Logos and Identifying Slogans on
Substitute Forms 1099

Notice 96–62

This notice informs payors who are
required to report certain payments on
Form 1099 that the Service intends to
issue regulations permitting these payors
to use certain logos and identifying
slogans on substitute Forms 1099 re-
quired to be furnished to payees after
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December 31, 1995, and invites public
comment on this matter.
The Internal Revenue Code generally

requires that payors of interest (§ 6049),
dividends (§ 6042), patronage dividends
(§ 6044), and royalties (§ 6050N),
make an information return, in the form
prescribed by the Secretary, setting forth
the amount of such payments and the
name and address of the payee. The
payor must also furnish the payee with a
copy of the information return (the
payee statement) in person or in a
statement mailing. Payors may furnish
either the official Form 1099 or an
acceptable substitute payee statement.
The legislative history to the state-

ment mailing requirement provides that
only certain limited enclosures in the
statement mailing can be made with the
payee statement, specifically: (1) a
check; (2) a letter explaining why no
check is enclosed; and (3) a statement
of the payee’s specific account with the
payor. The legislative history further
provides that a mailing is not a state-
ment mailing if it encloses any other
material such as advertising, promo-
tional material, or a quarterly or annual
report. The legislative history explains
that this additional material is not per-
mitted because these enclosures may
make it less likely that payees will
recognize the importance of the payee
statement and may not utilize the payee
statement in completing their tax re-
turns. See S. Rep. No. 99–318, 99th
Cong., 2d Sess. at 191; and H.R. Conf.
Rep. No. 99–841, 99th Cong., 2d Sess.
at II–791.
The Service recently issued final

regulations that apply to payee state-
ments due after December 31, 1995.
§§ 1.6042–4; 1.6044–5; 1.6049–6(e);
and 1.6050N–1 of the Income Tax
Regulations. These regulations provide
that the mailing of payee statements
must qualify as a statement mailing. To
qualify, the mailing is permitted to con-
tain only certain specified nontax enclo-
sures, limited to: (1) a check; (2) a letter
explaining why no check is enclosed;
(3) a statement of the payee’s account;
and (4) a letter explaining the tax conse-
quences of the information in the payee
statement. See, e.g., § 1.6042–4(d)(2)(i).
The regulations prohibit other nontax
enclosures and promotional or advertis-
ing materials and provide that even a de
minimis amount of such material vio-
lates the statement mailing requirement.
Although the regulations specifically
permit logos on the envelope and on the
permitted nontax enclosures identified

above, they do not permit logos on the
substitute Form 1099 itself. See, e.g.,
§ 1.6042–4(d)(2)(i).
The Service intends to amend the

regulations to allow the use of certain
logos and identifying slogans on substi-
tute Forms 1099 required to be fur-
nished to payees. The amended regula-
tions generally wil l permit logos
(including the name of the payor in any
typeface, font, or stylized fashion and/or
a symbolic icon) and identifying slo-
gans, provided the logo or identifying
slogan is used by the payor in the
ordinary course of its trade or business.
However, consistent with Congressional
intent, the amended regulations wil l pro-
vide that use of a logo or identifying
slogan must not make it less likely that
a reasonable payee wil l recognize the
importance of the payee statement for
tax reporting purposes. Pending issuance
of the amended regulations, the Service
wil l not impose penalties in connection
with a payor’s use on a payee statement
of a logo or an identifying slogan that
satisfies these requirements.
Public comment invited. The Service

invites public comment on this matter.
Written comments may be submitted by
mail to:
Internal Revenue Service
P.O. Box 7604
Ben Franklin Station
Attn: CC:CORP:T:R (IA–Branch 1),
Room 5228

Washington, D.C. 20044;
or, alternatively, via the internet at:
http://www.irs.ustreas.gov/prod/tax_regs/
comments.html.

DRAFTING INFORMATION

The principal author of this notice is
Donna Welch of the Office of Assistant
Chief Counsel (Income Tax and Ac-
counting). For further information re-
garding this notice, contact Ms. Welch
on (202) 622–4910 (not a toll-free call).

and application of transfer pricing meth-
odologies (‘‘TPMs’’ ) for international
transactions. An APA is an agreement
between the Service and the taxpayer on
the TPM to be applied to any apportion-
ment or allocation of income, deduc-
tions, credits, or allowances between or
among two or more organizations,
trades, or businesses owned or con-
trolled, directly or indirectly, by the
same interests. The TPM thus represents
the application to the taxpayer‘‘s spe-
cific facts and circumstances of the best
method within the meaning of the in-
come tax regulations under § 482 of the
Internal Revenue Code (’’ the regula-
tions‘‘) , as agreed pursuant to negotia-
tions between the Service and the tax-
payer.

SEC. 2. OVERVIEW

Under the APA request procedure, the
taxpayer proposes a TPM and provides
data intended to show that the TPM is
the appropriate application of the best
method within the meaning of the regu-
lations for determining arm’s length re-
sults between the taxpayer and specified
affiliates with respect to specified inter-
company transactions. The Service
evaluates the APA request by analyzing
the data submitted and any other rel-
evant information. After discussion, if
the taxpayer’s proposal is acceptable,
the parties execute an APA covering the
proposed TPM. APAs often involve
agreements with foreign competent au-
thorities under income tax conventions.

SEC. 3. PRINCIPLES OF THE APA
PROCESS

.01 The APA process is designed to
be a flexible problem- solving process,
based on cooperative and principled ne-
gotiations between taxpayers and the
Service. .
02 APAs are intended to reflect

agreement between the taxpayer and the
Service on the best method, within the
meaning of the regulations, for deter-
mining arm’s length prices, and the
proper application of the best method to
the taxpayer’’s specific facts and cir-
cumstances (that is, the TPM). In nego-
tiations for APAs involving one or more
foreign competent authorities (‘‘bilat-
eral’’ and ‘‘multilateral’’ APAs), the ini-
tial negotiating position of the U.S.
competent authority wil l reflect the Ser-
vice’s opinion, based on consultation
with the taxpayer, of the best method
within the meaning of the regulations
and the appropriate TPM.
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